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With 80% of its population living in cities,
Latin America and the Caribbean is the most
urbanized region on the planet. Located here
are some of the largest and best-known cities,
like Mexico City, São Paulo, Buenos Aires, Rio
de Janeiro, Bogota, Lima and Santiago. The
region also boasts hundreds of smaller cities
that stand out because of their dynamism and
creativity.

This edition of State of Latin American and
Caribbean cities presents the current situation
of the region's urban world, including the
demographic, economic, social, environ-
mental, urban and institutional conditions in
which cities are developing.

After decades in which governments seemed
unable to respond to the challenges of rapid
urban growth, the region is now at a
crossroads. In principle, the conditions that
could enable the transformation of Latin
American and Caribbean cities towards a more
equitable, more prosperous and more
sustainable model are already in place.

However, the speed of urbanization has had a
high social, economic and environmental cost.
As a whole, the cities of Latin America and the
Caribbean remain the most unequal on the
planet. They also face challenges related to the
speed of urbanization and the models of
territorial expansion adopted, including the
by-products of limited experience in the
management of megacities and their
relationship with the rest of territories.

Urban transition, as traditionally conceived, is
practically completed in almost all the
countries of the region. Cities must now
prepare for a second urban transition to
ensure a more equitable distribution of
welfare and prosperity for all citizens. There is
no single formula or miraculous solution, but it
is clear that cities in the region have sufficient
experience, knowledge and determination to
meet the challenges of urban development
with the creativity that characterizes this part
of the world.
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Foreword

The Latin American and the Caribbean 
region is considered the most 
urbanized in the world. It is also one 
of the regions where intense effort has 
gone into finding innovative solutions 
to the different challenges involved 
in managing cities. This report is a 
review of the urbanization processes 
and innovations in Latin America 
and the Caribbean, and that is what 
makes it especially relevant to those 
interested in analysing the challenges 
and opportunities of sustainable urban 
development.

The production of this report was 
supported by several partners, 
including the Cities Alliance; CAF; 
Development Bank of Latin America; 
the Economic Commission for Latin 
America and the Caribbean (ECLAC); 
The Government of Norway; the 
Latin American Federation of Cities, 
Towns and Associations of Local 
Governments (FLACMA); and 
Ministers and High-Level Authorities 
of Housing and Urban Development 
of Latin America and the Caribbean 
(MINURVI), among others. Our 
sincere thanks go to all of them for their 
invaluable contributions to making 
this project a reality and for investing 
in the promotion of knowledge at such 
difficult economic times for the whole 
world.

The first urban transition in Latin 
America and the Caribbean is now 
completed. With almost 80 per cent of 
the population living in cities, change 
is now needed to the current models 
of urbanization. We need to set a new 
challenge to make urban centres more 
inclusive, more sustainable, with more 
and better-designed public spaces for 

people. Cities are human creations, 
centres of opportunity, and sources 
of economic, social and political 
development. Our future lies in them 
and in the spaces that we plan today for 
our future generations.

In this context of new urban realities, 
in Latin America and the Caribbean 
the conditions for a new urban 
transition are taking form, including 
the resources, capabilities, creativity 
and political will at both local and 
national government level. To move 
towards more sustainable and more 
compact city models that bring 
our urban areas improved mobility 
and energy-saving efficiencies, it is 
necessary to reaffirm our common 
interest in urban planning, working 
on social and regional cohesion 
policies, national urban policies, and 
implementing reforms to the legal and 
institutional frameworks.

This State of Latin American and 
Caribbean Cities 2012 report brings 
together information about the main 
urban centres in the region in a 
single document, resulting in a tool 
to approach public-policy making 
and allowing for a move towards 
21st century cities that enjoy higher 
quality of life. This report also features 
many innovations and interesting 
approaches. From a thematic point of 
view it shows the renewed interest in 
municipal finance, urban planning 
and mobility, among others. From a 
methodological perspective, this report 
brings together for the first time urban 
data in a synthesized and accessible 
way and it is hoped that it contributes 
to improvement of monitoring systems, 
such as the creation of a regional 

observatory with updated and relevant 
information for developing appropriate 
urban policies.

Urban planning is a first step towards 
guaranteeing economic, social and 
environmental sustainability of the 
very urban areas where most of the 
population will live in the coming 
decades. Now is the time to take 
positions and decide what sort of urban 
future we want.

 
Dr. Joan Clos

Under-Secretary-General and 
Executive Director of the  

United Nations Human Settlements 
Programme (UN-Habitat)
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Towards a new urban transition

Latin America and the Caribbean is 
fundamentally an urban region and, 
at the same time, a region with large, 
sparsely populated areas. Almost 
80 per cent of its population lives 
in cities, a higher proportion even 
than the group of most-developed 
countries, which is why the region is 
considered the most urbanized in the 
world.

In general, the process by which 
this subcontinent reached this level 
of urbanization has been positive, 
generating much hope but also 
bitter disappointments. Many of its 
cities have experienced traumatic 
transformation because of the speed 
and sometimes violent processes of 
urbanization marked by deterioration 
of the environment and, above all, 
deep social inequality.

Today, the cities of Latin America 
and the Caribbean are at a tipping 
point. After decades in which central 
governments and local authorities 
seemed unable to cope with change 
processes that were too fast, they have 
now brought together, in principle, all 
the requirements needed to achieve 
sustainable urban development in the 
years and decades to come. 

From a demographic perspective, one 
could say that the urban explosion is 
now a thing of the past. After several 
decades of mass migrations from 
rural areas, urbanization processes 
are virtually completed across all 
the region’s countries. Since the year 
2000, the annual average urban 
population growth rate has been 

less than 2 per cent, a figure that 
corresponds to natural population 
growth. 

In addition, several countries 
currently benefit from the 
demographic dividend in the sense 
that their active populations are 
proportionally greater than in the 
past, and by far exceed that of 
children and the elderly. This is a 
privileged situation that will not last 
for more than thirty years, and it 
offers an opportunity to make large 
investments to prepare countries for 
future challenges, supported by the 
current momentum of the active 
population. 

Decelerated urban growth, if used 
properly, can help avoid those 
problems typically associated with 
fast growth, like deficits in housing 
and basic services, allowing them 
to concentrate efforts on improving 
urban spaces, infrastructures and 
existing services. Advances in the 
provision of access to water, sanitation, 
transportation, communication 
and other services have raised the 
attractiveness of Intermediatete 
cities, suggesting a better balance in 
countries’ urban systems. 

From the economic perspective 
the outlook is also encouraging. 
Countries in Latin America and 
the Caribbean are coming out of a 
long period of spiralling debt and 
they seem to be better prepared to 
withstand global recessions. The 
region has large economies that are 
taking on an increasingly important 

role in the global and regional 
context, and the scenarios are equally 
favourable in many of the smaller 
countries.

All of this translates into a 
renewed urban dynamism and the 
emergence of new areas of economic 
growth, thanks to transformations 
in productive processes and 
globalization. More than two-thirds 
of the wealth of the region comes 
from cities and, although most of 
the value added is concentrated in a 
handful of large metropolitan areas, 
the range of cities that contribute to 
that wealth has been extended and 
the potential product of secondary 
urban centres has increased. 

In terms of social policy, the region’s 
countries have shown a greater 
commitment to addressing persistent 
poverty problems and inequality. 
Reductions have been achieved in the 
proportion of urban dwellers living 
in conditions of poverty and in terms 
of improving living conditions for 
most inhabitants. 

Generally, in the region there is the 
very wealth of knowledge, experience 
and institutional capacity required to 
push forward urban policies aimed 
at economic development and social 
inclusion in sectors related to housing,  
public spaces, water and sanitation, 
and transport. Cities also have 
active civil societies, organized and 
committed to reducing inequalities, 
thanks to historic developments in 
the emancipation of women, amongst 
other factors.
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Twenty years after the first Earth 
Summit in Rio de Janeiro, there 
is obviously more awareness about 
the relationship between cities ​​and 
the environment. Many cities have 
promising environmental protection 
initiatives with reductions of 
greenhouse gas emissions, recovery 
of rivers and coastal areas, creation 
of biological corridors, and the 
prevention of and response to 
disasters.

Finally, significant progress has been 
made in governance, mainly by way 
of boosting democratization and 
decentralization processes. 

The level of female participation 
in politics reflects progress made in 
other areas, which is shown by the 
increasing proportion of women in 
local legislative bodies. The election 
of mayors by universal suffrage 
has become more widespread. 
Additionally, mechanisms to 
ensure citizen participation in 
government affairs have been 
strengthened, including mandate 
revocation, participatory budgets and 
neighbourhood commissions. 

Furthermore, more responsibility has 
been achieved regarding the handling 
of resources by local authorities 
and with respect to the need for 
citizens to contribute. Important 
competencies have been transferred 
to the local level, which has favoured 
the emergence of stronger urban 
governance and, in many countries, 
the governments of the major cities 
have gained considerable space in 
national politics. 

All of the aforementioned means we 
can state that Latin America and the 
Caribbean have the chance to escape 
the cycle of underdevelopment, 
inequality and unsustainability in 
which it has been immersed for 
decades. In this sense, the region is 
about to experience a new cycle of 

urban transition, but this time not to 
accommodate more people arriving 
from the countryside but to ensure 
a fundamental improvement in the 
urban quality of life. What we can see 
starting to take form is a transition to 
quality, equity and sustainability. 

However, the encouraging analysis 
emerging from the trends described 
does not, on its own, guarantee that 
the virtuous circle of development 
can be maintained or that the 
benefits can be spread evenly. While 
it is certain that a qualitative jump 
is possible, it is equally true that the 
urban growth models promoted so 
far and which have been marked by 
a high degree of unsustainability will 
need to be thoroughly re-examined. 
Without a review of the urban 
development models there is a high 
risk of the region’s cities once more 
embracing the demons of their past, 
since the challenges still remain huge.

Inequality

Viewed in aggregate, the region’s 
cities remain the most unequal 
on the planet. Despite economic 
advances and initiatives to combat 
poverty, there have not been 
significant improvements of equality. 
Latin American and Caribbean cities 
remain strongly dual, divided, and 
segregated spatially and socially. 

This division is expressed in a flagrant 
way in  high urban income inequality 
coefficients and the persistence of 
informal settlements.  Although, at 
the regional level, the proportion of 
population living in slums has fallen 
over the past two decades, in absolute 
terms the number has increased to 
111 million people. The region’s 
countries have adopted various 
housing policies, some being quite 
successful, but in general they have 
failed to respond to the needs of the 
poorest population sections, and they 

have not secured full integration of 
precarious neighbourhoods into the 
city.

In the last twenty years, public 
policy on informal settlements has 
been characterized by acceptance, 
legitimacy, legalization and 
improvements in varying degrees. 
Despite one or two exceptions, the 
large-scale land invasions and forced 
evictions of the past have been left 
behind. The informal city has come 
to enjoy a kind of de facto security 
of tenure. However, in many cases 
this has also meant stagnation, lack 
of development and perpetuation of 
social and spatial segregation.

The quantity and quality of 
available housing is insufficient 
to ensure adequate conditions for 
all households. Although several 
countries financially support families 
to buy or improve their housing, 
the mechanisms adopted are rarely 
accessible to the poorest and, in several 
countries, resulted in significant 
numbers of vacant dwellings. As 
well, they pose significant challenges 
regarding the quality and location of 
housing built, the supply of services 
and, in general, the urban models ​​
that these generate.

The supply of public spaces is also 
inequitable. Suburbs and marginal 
areas have limited public space and 
it is of poor quality. The emphasis 
has been on achieving security of 
tenure and providing basic services, 
which are unanimously perceived 
as priorities but, in most cases, the 
process has not gone further. Causal 
deficiencies were not addressed, like 
lack of social facilities and production 
structures. Moreover, the “settlement 
for settlers” improvement approach 
meant issues such as inter-urban 
connectivity and integration with the 
wider urban fabric were ignored. 
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Recovery of central or abandoned 
areas initiatives, the creation of 
bicycle paths and comprehensive 
neighbourhood improvement 
programmes have been highlighted 
worldwide, but it is not the overall 
trend. More frequent are cases of 
cities that grow with self-centred 
and low-quality urbanization with 
neither concern about the general 
surroundings, nor the creation of 
spaces for socializing other than 
those for consumption.  

While widespread access to water 
and sanitation has been achieved, 
the poor generally still pay more 
for a lower-quality water service 
with frequent delivery cuts. There 
are severe limitations in terms of 
the affordability and financial 
sustainability of the municipal 
services provided, as these aspects 
do not seem to have received enough 
attention.

The number of private vehicles has 
more than doubled over a 10-year 
period without many responses to 
the challenges of urban mobility, but 
rather the opposite. It has generated 
major congestion problems. There 
are incentives and disincentive 
programmes for private vehicle use 
that often do not achieve their goals 
because they were not adopted as part 
of an integral city vision, including 
the expansion of urban sprawl.

Despite the important role of public 
transport, walking and travelling 
by bicycle, many cities suffer from 
high levels of congestion and at 
times even gridlock with attendant 
and significant economic, social and 
environmental costs.

According to surveys, violence is the 
main concern of citizens, ahead of 
mobility and employment. The cities 
of Latin America and the Caribbean 
are considered on the whole the 
world’s most dangerous. This aspect 

of city life tends to become the main 
criterion when choosing a place to 
live or work. Although violence is 
not common to all cities, and neither 
is it homogeneous across the same 
city, those with the least income are 
most exposed to violence and its 
consequences. It is also the poor that, 
in general, suffer more the impacts 
of natural phenomena and those 
induced by climate change, even 
though they often contribute least to 
this phenomenon.

Although the occurrence of 
destructive natural phenomena is 
not new, their frequency and scale 
of impact are. This is due, in part, to 
poor results obtained so far in urban 
management and development. 

Chaotic urbanization has inevitably 
increased the abuse of land and other 
natural resources. There is little 
awareness of how ill-conceived urban 
development may increase disaster 
risk factors and consequential 
material and human losses. 
Unfortunately, in many countries in 
the region, measures to reduce this 
vulnerability are either unknown, 
just not considered or simply not 
budgeted for. 

Urban expansion

Despite deceleration in population 
growth, the built-up space continues 
to expand. With the construction of 
new residential complexes, shopping 
centres, new industrial zones and 
the emergence of new informal 
settlements, cities expand physically 
at rates that can be 2 or 3 times 
greater than the rate of population 
increase, resulting in a reduction in 
population density.

The territorial spread of cities 
poses great challenges for their 
management and sustainability. 

Loss of density means an increase in 
all infrastructure and maintenance 
costs. Extensive cities require more 
roads, more pipes, more cables, and 
more transport and mobility systems. 
Economies of scale fall and so do the 
benefits of agglomeration.

There is also a tendency to create gated 
neighbourhoods and communities, 
suburban neighbourhoods and 
mono-functional residential areas. 
These are short-term gain models 
and are derived from a vision of 
society in which individual comfort 
prevails over the collective interest 
or the search for social cohesion. 
By maintaining or strengthening 
spatial segregation, these models 
drive reproduction of inequalities 
and contribute to the perception of 
insecurity.

On a larger scale, one can observe 
new urban forms emerging across 
the region. The concentration 
of investments in large cities has 
resulted in creating a powerful point 
of attraction demographically and 
for business, and additional demand 
for urban space. Urban expansion 
has meant that many cities spill 
over their municipal administrative 
boundaries and absorb other urban 
centres in a conurbation process. 
The result has been the emergence 
of urban areas that have a large 
territorial size, sometimes formalized 
in a metropolitan region, comprising 
of many municipalities and with an 
intense activity across all fields.

These new urban forms have 
advantages from an economic 
perspective, but they also bring a 
range of new challenges. Generally, 
there are no mechanisms in place that 
would allow integrated governance of 
these urban areas, with consequential 
inefficiencies and inconsistencies 
in development policy and service 
delivery.
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Management of these metropolitan 
areas, which is already hard enough 
on its own, becomes more complex 
when adjacent regions meet and join 
in mega-regions and other urban 
hyper-concentrations. There is still 
little experience in the world on how 
to manage the polycentric, multi-
municipal regional urban systems 
that have recently emerged, or how 
to harmonize the often conflicting 
interests of institutional stakeholders 
at the lowest level - the municipalities. 
In the region there are also cities 
that are growing in border areas, 
which add even more complex trans-
boundary aspects.

Finally, what is notable about 
the region is that small or 
Intermediatete-sized cities have 
enhanced their competitiveness 
and attractiveness as places to live. 
The new importance of migration 
between cities is undoubtedly a 
challenge for local authorities. 
Some small or Intermediatete cities 
undergo accelerated growth due to 
large-scale industrial investments. 
These cities generally have little room 
for negotiation with the entities that 
carry out the investments and they 
lack the technical capacity to lead a 
major urban development process. 
Without the appropriate technical 
and political support, and despite the 
opportunity that these investments 
present, the most likely result is 
a multiplication of precarious 
settlements in these cities with their 
already-known consequences. 

Financing and Strategic 
Planning 

The evolution of cities from physical, 
political, social and economic points 
of view poses new governance 
challenges. And while there have 
been advances in democratization 
and the adoption of innovative citizen 
participation, there is a worrying 

phenomenon too, with a tendency 
by non-state actors, private interest 
groups, and sometimes illegal groups 
to capture institutions.

The decentralization of competencies 
has not always been accompanied by 
the necessary transfer of resources 
and capabilities. Only the most 
populated municipalities manage to 
be self-financing, while the others 
continue to depend heavily on central 
government. Sufficient capacities 
have not been created at the local 
level, nor have regulatory mechanisms 
been modified which, on many 
occasions stops local authorities from 
raising their budgetary, financing 
and investment capacities.

One missed opportunity to finance 
urban development is via land 
surplus value payable as a result 
urban of investments or public policy 
decisions. Few countries have the 
appropriate legal mechanisms for this 
purpose but, in this case, its systematic 
application is also hampered by 
opposition from vested interests. 
Overall, the implementation process 
is frustrated by lack of political will at 
the local level in the name of political 
convenience.

Twenty years ago it was estimated 
that property taxes constituted less 
than one percentage of government 
revenues. While no reliable data 
exists, substantial improvements have 
been made, although the essence of 
the problem still exists: outdated land 
registers, deficient appraisal systems, 
and inadequate revenue collection, 
amongst other obstacles. 

The paradigm of urban development 
over the last two decades has 
been the city. As a result of greater 
administrative decentralization and a 
sometimes better financial position, 
cities are better positioned than in the 
past to directly attract investments 
in an open and competitive climate. 

Local authorities seem determined 
to increase the quality of services, 
administrative efficiency, security, 
connectivity, and all other features 
that make a city attractive to investors 
and residents. However, once again, 
this evolution is not equal for all, and 
without compensatory mechanisms 
that facilitate more harmonious 
regional urban development some 
cities seem to be more successful 
in this respect than others. The 
concentration of investments in 
comparatively better-positioned 
urban areas threatens to deepen 
social and income disparities. 

There are obvious limits to the ability 
of governments to determine or even 
guide investments. One of these is 
the persistence of fragmented and ad 
hoc problem-solving cultures where 
they need general and systematic 
approaches to strategic planning. 
Sectoral agendas assigned to different 
departments or municipal secretariats 
are rarely coordinated, often 
resulting in inefficiency and in some 
cases conflict. Also often missing is 
a strategic dimension, including an 
agreed spatial framework for city 
development and its articulation in 
the regional space, which can inspire, 
guide and coordinate the actions 
of individual urban development 
programmes.

Towards the future

The aforementioned shows that, 
although a new urban transition in 
Latin America and the Caribbean 
is possible, its application still faces 
significant obstacles. The future 
of cities in the region depends on 
the capability of local and national 
governments to overcome these 
hindrances.

The analysis carried out allows for 
identification of some of the keys 
that would make such a desperately 
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needed change possible in the region’s 
cities. City models based on achieving 
higher levels of urban quality and 
sustainability can be promoted by 
implementing other planning, design 
and regulation policies. 

To do so, the fundamental parameter 
of urban development has to become 
the collective interest of the urban 
community and generating the 
political will and methods to end 
exclusionary practices favouring 
the few while threatening increased 
marginalization of the majorities.

This also involves strengthening 
redistributive and social and territorial 
cohesion mechanisms. In the region, 
the debate on devolutionary and 
redistributive functions and transfers 
of fiscal and other skills between the 
different levels of government is still 
open. Considering the differences 
between and within countries, it is 
essential to promote harmonization 
and territorial cohesion policies to 
ensure equitable development for all 
cities and their coordination at the 
regional level. 

Faced with budgetary constraints, it is 
essential to generalize urban planning 
and land management policies to 
take advantage of the value generated 
by public investments. Mechanisms 
need strengthening and promoting 
to guide real estate markets as agents 
of the collective interest, and above 
all, to take advantage of urban land 
capital gains so that these can be 
reinvested in the development of new 
services and infrastructure. 

The new environmental awareness 
requires concrete action in all 
sectors. The transformation of urban 
areas into environmentally more 
sustainable models involves radical 
changes to curb current urban growth 
and mobility patterns. Ameliorating 
or preventing environmental 
disasters requires truly inter-sectoral 

approaches and levels of coordination 
that are much more advanced than 
those applied at present. 

The region urgently needs to speed 
up its pace of urban reform, a term 
that includes reviewing institutional, 
operational, planning, and legislative 
rules and procedures to promote 
sustainable and equitable urban 
development and management. 
Planning, management, and 
government mechanisms need 
adapting to the new reality of urban 
expansion.

Finally, many of the obstacles on the 
path towards a new urban transition 
are related to limited availability of 
information, a deficiency detected in 
almost all chapters of this report. To 
overcome this, more effort must go to 
monitoring cities and analysing their 
behaviour, at both the local, national 
and international level.

There is no doubt that in Latin 
America and the Caribbean - a global 
laboratory for many innovations 
related to urban planning and 
management - the resources and the 
capabilities to promote new models 
of urban development for the twenty-
first century are available; models 
that are simultaneously centred 
on the welfare of people and their 
inclusion in society; models that 
favour local employment, social and 
cultural diversity, environmental 
sustainability and the reaffirmation 
of public spaces.
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Summary

1.	 The Latin American and the Caribbean region is the most urbanized in the world, 
although it is also one of the least populated in relation to its territory. Almost 80 
per cent of the population lives in cities, a proportion even higher than the group 
of most developed countries. Population growth and urbanization, processes that 
were accelerating in the past, have decelerated. Currently, the evolution of urban 
populations tends to be limited to natural growth only.

2.	 The number of cities has increased six-fold in fifty years. Half the urban population 
now lives in cities with fewer than 500,000 inhabitants and 14 per cent in 
megacities (more than 222 million in the former, and 65 million in the latter). 
Progress regarding access to water, sanitation and other services has increased 
the attractiveness of Intermediatete cities, which helps more balanced urban 
systems in these countries.

3.	 Mass migration from the countryside to the city has lost its urban growth-feeding 
importance in most countries. Migration has now become more complex and 
occurs mainly between cities, sometimes crossing international borders. Also 
relevant are population movements within cities, between the city centre and its 
periphery, but also between secondary cities.

4.	 Urban expansion has caused many cities to spill over their administrative 
boundaries and physically absorbing other urban centres in a conurbation 
process. The result has been the emergence of large urban territories, sometimes 
formalized in a single metropolitan area consisting of multiple municipalities and 
intense activity across all areas.

Keys to change

5.	 Demographic stability brings opportunities and challenges. On the one hand, 
an economically active population proportionally higher than in the past 
provides opportunity for large investments and prepares countries to cope with 
future challenges. The decelerating pace of urban growth can also help avoid 
rapid urban growth problems and allow for new focus on improving spaces, 
infrastructure and existing services.

6. 	 On the other hand, it is disturbing to note that urban sprawl continues to expand, 
despite the demographic deceleration. Cities are growing in a less compact way 
and they are expanding physically at a rate that exceeds the increase in their 
population, a pattern that is not sustainable.

7. 	 It is possible to develop a city model with higher levels of quality and 
sustainability by implementing other planning, design and regulation policies. To 
do this, it is necessary to strengthen mechanisms that can give direction to and 
improve real estate markets and, above all, take advantage of urban capital gains 
to reinvest in the development of new infrastructure. 

8.	 The region needs to develop territorial policy and urban plans to improve current 
urban growth patterns, avoiding the dispersed expansion of cities, encouraging 
greater density, making better use of available space to avoid physical and social 
fragmentation.

CHAPTER 1

Population and urbanization
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In the last century, Latin America and the Caribbean 
experienced a process of rapid population growth and 
increases in rural populations1 which were decisive for 
the current conditions of life and the configuration of 
cities. 

The region currently has an urbanization rate2 of almost 
80 per cent, the highest in the world, almost twice that 
of Asia and Africa, and higher than the group of highly-
developed countries. A feature of this phenomenon in 
the region is that the rural-urban shift occurred in less 
than 40 years (1950-1990) and due to this fast pace it 
has been qualified as an ‘urban explosion’. 

Today, the region’s urban transition is virtually 
consolidated and the urban population is growing at a 
much slower pace. But new phenomena are occurring, 
such as increased migration between cities, growth of 
secondary cities, and the emergence of mega-regions 
and urban corridors.

We are also witnessing significant dispersion of urban 
sprawl across the territory, associated with lower 
population densities, that brings many challenges 
regarding the provision of services and economic, 
social and environmental sustainability of these urban 
development models.

1.1 Decelerating population 
and urban growth 

Since the start of the last century, the population of 
Latin America and the Caribbean has increased almost 
tenfold, from 60 million to nearly 588 million in 20103. 
The region now represents 8.5 per cent of the world’s 
total population, a proportion that is projected to decline 
slightly through 2030.

The region concentrates a high share of its population in 
only two countries, Mexico and Brazil, totalling more 
than half the regional population (18.5 per cent and 33 
per cent respectively). Central America and the Caribbean 
each represent seven per cent of the all inhabitants; while 
the so-called Southern Cone accounts for 12 per cent 
and the countries making up the Andean-equatorial arc 
represent 22 per cent (Box 1.1 in this chapter explains the 
sub-regional division for this report).

The relative demographic weight of each of these areas has 
changed little since 1970 and neither should it see major 
changes in the future. Forecasts indicate that, by 2030, 
Brazil and the Southern Cone will lose some of their share 
to Central America and the Andean-equatorial arc, while 
Mexico will remain stable.

The very rapid population growth in Latin America and 
the Caribbean over the last century has not been constant 
and, since the 1960s, the trend is towards moderation. 
At the beginning of this decade, the region’s population 
increased by an average of 2.75 per cent annually, and 
currently it is estimated at 1.15 per cent, a rate similar 
to the one observed at the global level. Forecasts indicate 
that deceleration will continue into the future, so that the 
region’s population will grow by less than one per cent 
per year in 2030, with the exception of El Salvador, where 
stronger growth is expected until 20254. 

Two keys to the demographic evolution of the region 
have been the dramatic decline in fertility rates from 
5.8 children per woman in 1950 to 2.09 in 20105, and a 
significant improvement in life expectancy over the same 
period, rising from 51.4 to 74.5 years. 

The evolution of both indicators explains both the lower 
population growth and aging of the population in recent 
decades, a phenomenon expected to become even more 

Figure 1.1  
Latin America and the Caribbean. Population 
distribution by sub-regions and large countries, 2010
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Central America
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Mexico

Andean-equatorial
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Source: compiled with data from UNDESA (2010). Consulted in May 
2011.
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pronounced in the future. On the average, in Latin 
America and the Caribbean there are proportionally 
more people aged 15 to 64 years old (65 per cent of the 
population), than children under 14 (28 per cent) and 
over 65 years old (seven  per cent).

The population structure, with more people of working 
age than people who depend on them, means the region 
is currently in a favourable situation for promoting 
development and allocating financial resources to savings 
and public investments in social areas, including the 
fight against poverty. This phenomenon, known as ‘the 
demographic dividend’ is however far from homogeneous 
and while in Chile and Cuba it is nearing its end, in 
others, such as Bolivia, Guatemala and Paraguay , it has 
only just begun.

The demographic transition described above also poses 
significant challenges. The evolution of fertility and life 
expectancy rates has been very fast and, therefore, there 
has been little room to adapt. At the same time, social 
protection systems are poorly developed in Latin America 
and the Caribbean, where it is also common to find high 
poverty and inequality rates. Within two or three decades, 
when today’s active population reaches retirement age, 

there will be more pressure on pensions and healthcare 
systems because of the needs of the quantitatively and 
relatively growing elderly population.

End of the ‘urban explosion’

The urbanization process - meaning the growth in the 
share of population living in cities - has followed a similar 
pattern to that of overall population growth. In Latin 
America and the Caribbean, urbanization was very fast 
between 1950 and 1990. The region went from 40 per 
cent of the population living in cities at the beginning of 
this period to 70 per cent forty years later. Since the 1990s, 
the urban population proportion continued to increase 
but at a progressively slower pace. Forecasts indicate that 
this deceleration will continue into the future and that 
the proportion of urban population will approach 90 per 
cent by 2050.

As in other areas, there are differences in the rate of 
urbanization between sub-regions and countries. Mexico 
and the countries on the Andean-equatorial arc follow 
the general pattern closely. According to an analysis by 
geographical area, the inhabitants of the Southern Cone 

Box 1.1  
Latin America and the Caribbean, one region and many realities

Population, surface area, climate and  
geographical conditions make Latin  
America and the Caribbean a  
heterogeneous region. The countries of the  
region are linked by strong historic and cultural ties,  
but at the same time, their differences in terms of  
evolution and the diversity of influences they received  
make their current conditions and situations very different.

Dividing Latin American and the Caribbean into sub-regions 
is somewhat artificial considering political, economic and 
cultural aspects and also their variation in size and population. 
For the purpose of this report, a hybrid grouping has been 
adopted based primarily on geographical criteria, which allow 
us to visualize certain trends and synthesize complex situations 
to some extent. 

To stop the larger countries hiding the smaller ones 
statistically, Brazil and Mexico, which together represent over 
50 per cent of the area and population of the region,  
have been separated.

Argentina, Chile, Paraguay and Uruguay have been  
grouped as the ’Southern Cone’, representing 20 per  
cent of the region’s territory. Another 25 per cent of  
the surface area brings together a set of Intermediatete- 
sized continental countries ranging from Suriname to  
Bolivia. These are countries from the west-northwest of South 
America, the so-called ‘Andean-equatorial arc’.

Naturally, the ‘Central America’ group ranges from Guatemala 
to Panama (three per cent) while ‘the Caribbean’ group 
includes all islands (almost one per cent of the territory 
studied, but seven per cent of its population).
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are the most urbanized, followed closely by Brazil which, 
from the 1970s onwards, has seen particularly rapid 
urbanization. The Caribbean and Central America show 
lower urbanization rates than the rest of the region, but 
they are progressing constantly.

One feature worth noting is that the heterogeneity 
described at the sub-regional level is found within each 
group. In Central America, urbanization rates range from 
50 per cent in Guatemala to 74 per cent in Panama. The 
Caribbean is more peculiar because it brings together a set 

of small states and territories and with varying definitions 
of ‘urban’ and socio-economic development levels that 
also vary widely. 

While on the average 66 per cent of the Caribbean 
population is urban, the national situations are mixed, 
ranging from 30 per cent in Antigua and Barbuda to 
84 per cent in the Bahamas (while in territories such as 
Anguilla and the Cayman Islands the entire population 
is considered urban). Significant differences also exist in 
other areas, and, for example, Argentina, Uruguay and 

Figure 1.2  
Latin America and the Caribbean. Population structure by sex and age group, 1970 and 2010
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Figure 1.3  
Latin America and the Caribbean. Evolution and 
projection of the rate of urbanization, 1970-2050 
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Figure 1.4  
Latin America and the Caribbean. Urban and rural 
population by sub-regions and large countries, 2010 
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Map 1.1  
Latin America and the Caribbean. Urbanization rate, 1950 and 2010

Venezuela, already had an urban 
majority (and very large ones in the 
first two) in the 1950s, while Ecuador 
and Paraguay did not until a quarter 
of a century later.

The analysis of urbanization rates 
should be qualified by the diversity 
in the definition of rural and urban 
areas. The classification of an area 
as ‘urban’ is a purely administrative 
decision and varies considerably 
between countries6. Depending 
on the case, the definition applies 
numerical census or qualitative 
criteria or a combination of both 
these. In this region, a common, 
albeit partial, criterion considers 
urban to be settlements of more than 
2,000 or 2,500 inhabitants.

It is important to highlight that 
a built up area, which intuitively 
we call a ‘city’, does not usually 
coincide with the administrative 
boundaries. It is common, on the one 
hand, that the administrative area 
of small cities is much larger than 
the urban core and, on the other 
hand, that the physical and spatial 
boundaries of cities that have grown 
a lot overflow their own municipal 
territory. Adjustment processes via 
the administrative area or other 
criteria used to define the level of 
urbanization can generate significant 
variations in urbanization statistics 
without necessarily corresponding to 
changes in the objective reality of a 
territory.

Finally, while Latin America and the 
Caribbean is presented as the most 
urbanized region in the world, it is 
worth mentioning that it is also one 
of the least populated. The average 
population density is 29 inhabitants 
per square kilometre (inhab/
km2), a figure below the world 
average7, mainly due to the very 
low occupancy rates in the Amazon 
area. Once again, this highlights the 
differences between regions, between 
countries and within these countries. 
Brazil and the Andean-equatorial 
arc countries have populations that 
are fairly consistent with the relative 

Source: Compiled with data from UNDESA (2010). Consulted in May 2011.

Kilómetros
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weight of their regions, whilst the population density in 
the Southern Cone (17 inhab/km2) is significantly lower, 
and much higher in Central America (83 inhab/km2) 
and, above all, in the Caribbean (167 inhab./km2).

Sub-regional differences in urbanization and the pace 
of these processes present diverse challenges that require 
policies tailored to the requirements of each country. 
Countries still undergoing active urban growth processes 
need to prepare for an increase in demand for land and 
infrastructure and services networks to meet the needs 
of those coming to the city. In countries that have 
reached more consolidated development processes, the 
main challenge is improving current living conditions 
of inhabitants and the pressure to set up and improve 
infrastructure, social services and facilities for new 
families. 

1.2 New migration patterns

Another key component of demographic transformation 
in the region is migration. Historically, Latin America and 
the Caribbean was a recipient subcontinent of immigrants 
yet it became, from the second half of the twentieth 
century, a region of emigration. The search for higher 
incomes, services and opportunities, as well as avoidance 

of social and political conflicts, human rights violations, 
and disasters caused by natural phenomena have led to 
various international migration outflows.

It is estimated that, in 2010, more than 30 million Latin 
Americans and Caribbean people (5.2 per cent) lived 
outside their country of origin8, both within the region 
and beyond. The main destinations of emigration have 
been the United States of America, where the majority 
have taken up residence, Spain and Canada9. 

Mexico stands out as the country with the largest number 
of emigrants in the world (nearly 12 million Mexicans live 
abroad, equivalent to 10.7 per cent of its population)10, 
and for being a place of transit for emigrants of other 
nationalities travelling on to the United States of 
America. After Mexico, the countries in the region with 
the largest number of emigrants (in absolute numbers) 
are, in descending order: Colombia, Brazil, El Salvador, 
Cuba, Ecuador, Peru, Dominican Republic, Haiti and 
Jamaica. The Brazilian case stands out because, although 
it is one of the main Latin American countries in terms of 
emigrants in absolute terms, these represent a very small 
portion of the population (only 0.4 per cent) and their 
principal destinations are outside the region (U.S.A., 
Japan and Spain).

Meanwhile, the countries of Latin America and the 
Caribbean are home to a total of 7.5 million international 
immigrants (1.3 per cent of the region’s population)11, 

Caracas, Venezuela. Contrast between the towers of Central Park and the Charneca neighbourhood. © Frahydel Falczuk
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Figure 1.5  
Emigrants and immigrants in selected Caribbean countries  
(in thousands, and as a percentage of total population)
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a figure that has increased by one million people since 
200012, reflecting increased international mobility. 
Argentina and Venezuela are the main recipients in the 
region, with 1.4 million and one million immigrants 
respectively (approximately 3.5 per cent of their 
populations). Mexico stands in third place, followed by 
Brazil13, and although their numbers in absolute terms 
seem significant, they represent just 0.7 and 0.4 of their 
respective populations. 

These population movements occur with countries 
outside the region and within it. Intra-regional migration 
is based on geographical, historic and cultural proximity, 
including the support that many find due to a common 
language.

There are movements of people between bordering states 
motivated by economic or political considerations. In El 
Salvador, Guatemala and Nicaragua, the political violence 
of the 1970s and 1980s encouraged migration to Belize 
and Costa Rica14, the two largest recipients in the region 

Figure 1.6  
Emigrants and immigrants in selected Caribbean countries (in thousands, and as a percentage of total population)
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in percentage terms along with Antigua and Barbuda, 
and Grenada. In addition to political causes, economic 
reasons and the consequences of natural phenomena have 
also become factors. The political situation, violence and 
economic reasons have also motivated the departure of a 
significant number of Colombians.

Migration from Haiti to the Dominican Republic requires 
special mention, as 64 per cent of all foreigners in the 
Dominican Republic come from Haiti. At the same time, 
ten per cent of the Dominican population have emigrated 
to other countries, mainly the United States of America.

The Caribbean Community (CARICOM)15 has its own 
dynamics, driven largely by job opportunities in tourism 
and increased socio-economic development relative 
to some countries. Around 1990, it was estimated that 
more than 50 per cent of the immigrants came from the 
sub-region16. The most recent data also indicate that the 
percentage of emigrants in relation to the total population 
of the country of origin is particularly high in this group17.

Migration between cities

Migrations do not just occur between countries. The 
speed of urban transition outlined in the previous section 
is mainly explained by the mass exodus of population 
from the countryside to cities that happened in the last 
fifty years. It is a flow that is now losing its importance 
in urban population growth in Latin America and the 
Caribbean, although it is still a factor in some countries18, 
especially in those with less advanced urban transitions19.

In the 1980s, migration from the countryside contributed 
36.6 per cent to the growth of urban population in the 
whole region, while in the 1990s this share had fallen to 
33.7 per cent20, a figure that hides a-typical behaviour in 

some countries (as shown in Figure 1.7). In Brazil, whose 
sheer size distorts the regional averages, there continue to 
be significant rural-urban population flows in absolute 
terms, although lower than other countries percentage 
wise.

Migration between cities is more innovative, diverse and 
difficult to analyse, and it has become the most topical 
issue quantitatively in the region21 distinguishes Latin 
America and the Caribbean from other emerging and 
developing countries. 

Overall, this type of migration occurs from expulsion 
areas (less attractive cities in terms of economic, 
employment and social factors) towards recipient areas 
- the more dynamic and those with more potential. But 
this explanation is insufficient to cover its full complexity. 
The economic attractiveness factor needs other points 
adding, like the benefits of communication and location, 
for example, advantages of secondary cities located near 
a major city, or negative externalities, real or perceived, 
associated with many large urban areas (including higher 
rates of violence, congestion, high levels of pollution or 
higher living and land costs).

Population data analysed for a group of ten countries 
by ECLAC show that most of the largest cities in the 
region still attract more population than they expel (net 
immigration). Nevertheless, there are indications of a 
change in migratory behaviour, with net outmigration 
(the number of emigrants exceeding that of immigrants) 
found in one in three cities in the analysed group22. It 
is a discernible trend, especially in cities of more than 5 
million inhabitants.

This trend, still barely studied, could be explained as due to 
the shifting of investments and economic activity to other 
areas and population movements from the central area to 

Figure 1.7  
Contribution of rural-urban migration to urban population growth in selected countries  
(1980-1990 and 1990-2000)
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peripheral areas outside the administrative boundaries of 
the municipality of origin. If this trend is maintained, it 
could lead to a decline in the centrality of some big cities 
and changes in urban hierarchies, especially because of 
the growth and new functions of Intermediatete-sized 
cities.

In large metropolitan areas such as Guatemala City, 
Quito, Rio de Janeiro and São Paulo23 a migratory pattern 
of ‘concentrated de-concentration’ has been observed. 
A portion of the population of the city has taken up 
residence in other municipalities, usually near the main 
city. This, in turn, has continued to receive immigrants 
from other regions in the country.

Depending on the circumstances, migrations can 
alter demographic distributions and eventually create 
territorial disparities24 in a positive or negative way. The 
prevalence of young people among migrants can increase 
the amount of economically active population in recipient 
areas, while in expulsion areas there is an increase in the 
level of dependency due to a greater proportional presence 
of children and the elderly, with the risk of deepening 
economic and social gaps.

Regarding the possible relationship between migration 
and the ethnic composition in the region, data from 
the main agglomerations of ten countries show similar 
migration patterns between the indigenous and non-
indigenous population in most of these cities, but there 
are exceptions, such as in Asuncion, Cochabamba, 
Guadalajara, La Paz, Mexico City and Tegucigalpa. 
These cities are in countries with a high proportion of 
indigenous population which, in the specific case of 
Bolivia and Mexico, receive indigenous immigrants while 
losing non-indigenous population at the same time25.

1.3 Importance of  
secondary cities

Latin America and the Caribbean have always been 
characterized by concentration of population in just a 
few cities, which usually also monopolized the wealth, 
income, socio-economic and administrative functions 
and, in most cases, the political capital. With the 
proceeding urbanization processes, that type of model has 
been maintained with one or two major cities dominating 
the rest. 

However, in recent decades, small and Intermediatete 
cities, where most of the urban populations live, have 
grown at a rate somewhat higher than the large cities, 
pointing to a possible rebalancing of the hierarchy of cities 
in the region and greater diversification.

Distribution of cities by size

Urbanization has led to an important increase in the 
number and size of cities in Latin America and the 
Caribbean. In 1950, there were 320 cities with at least 
20,000 inhabitants. Half a century later, the figure was 
closer to 2,00026. 

The region’s distribution of urban population according 
to city size is very similar to the worldwide one, with one 
important difference: the megacities of Latin America 
and the Caribbean account for 14 per cent of the total 
population (65 million), making it the region with the 
largest share of population in this type of city27. Still, 
it is noteworthy that more than half the region’s urban 
population lives in cities with less than one million people, 

Figure 1.8  
World, Latin America and the Caribbean and geographic areas. Urban population by size of agglomeration, 2010
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a reality that contradicts the widely held perception that 
the majority of the population lives in the largest and 
most visible cities.

Within that general context, the lack of cities in the 
5-to-10 million people bracket in Mexico needs to be 
highlighted, where, in addition, the proportion of people 
living in smaller cities is considerably lower than the 
remainder of the sub-continent. 

In 1950, there were no mega-cities in Latin America and 
the Caribbean. Today, there are eight: Buenos Aires, 
Mexico City, Rio de Janeiro and São Paulo (all with 
more than 10 million inhabitants), and Belo Horizonte, 
Bogota, Lima and Santiago (populations approaching 10 
million). This is a small group that stands out not only 
because of their population size, but also as they are the 
economic, social, cultural and, in most cases, political 
hubs of their country.

Far larger than the aforementioned is the number of cities 
with populations of 1 to 5 million people, which currently 
stands at 55. This includes both capitals (Caracas, 
Guatemala City, Panama City and San Salvador), and 
large metropolises, of which some are in border areas 
(Tijuana and Ciudad Juarez), and some deliberately 
established in areas without previous human settlements 
(Brasilia) or that developed in an accelerated manner 
(Belém and Manaus).

In a lower size range, from half a million to 1 million 
people, we find 62 agglomerations, which have between 

five per cent of the urban population as in the case of 
Brazil and 17 per cent in Mexico.

The grouping of cities with populations under 500,000 
is large and diverse, ranging from very small, with rural 
characteristics to cities that have managed to develop 
an important economic fabric through the exploitation 
of natural resources or because they enjoy some sort of 
competitive advantage.

UNDESA statistics do not distinguish between sizes 
within the latter group. However, available data for 
20 countries in the region28 shows 1,872 cities with 
populations of 20,000 to half a million inhabitants, 
which gives an idea of the quantum leap that smaller cities 
represent. In addition, it is a group that has still not been 
studied much and which is so numerous and diverse that 
it escapes any attempt at systematization, consisting of 
towns of between 2,000 and 20,000 inhabitants, whose 
relative weight is progressively smaller, but wich still 
represents a fair portion of the urban population (19 per 
cent, compared with 30 per cent in 1950)29.

The Caribbean has some peculiarities explained at least 
partly by the small size of its states and territories29.The 
database of the United Nations Population Division, 
which includes all the countries in the world, shows that 
there are only four cities with more than one million 
people in the Caribbean: Havana (Cuba), Port au Prince 
(Haiti), San Juan (Puerto Rico) and Santo Domingo 
(Dominican Republic). Kingston (Jamaica) has over 
half a million residents, while Nassau (Bahamas) is 
approaching 250,000. In all other Caribbean countries, 
the populations range between 3,700 in Cockburn Town 
(Turks and Caicos Islands), and Port of Spain’s 57,000 
(Trinidad and Tobago).

Cities grow at different rates

More important than the absolute number of cities or 
the number of their inhabitants is the pace and manner 
in which these agglomerations are growing and the 
implications for planning and management, economic 
development and urban sustainability.

Analyses carried out using demographic data available 
from 1950 to 2010 shows that the average rate of growth 
of agglomerations in Latin America and the Caribbean is 
declining regardless of the population size of the country 
and the city. While in the 1950s this rate was around five 
per cent, in 2010 it was less than two per cent, which 
implies that, at the regional level, urban population 
growth has gradually approached stable rates and appears 
to be increasingly associated with natural growth (in a 
context of declining fertility rates) and less related to 
rural-urban migration. However, in large cities, these 
growth rates represent absolute figures that continue to 
be considerable.

La Paz, Bolivia. Contraste del centro de la capital boliviana.  
© Pablo Poeta
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Mapa 1.2  
Latin America and the Caribbean. Cities with over 20,000 inhabitants, 1950 and 2000

Source: Compiled with data from CELADE, UNDESA and national censuses.
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The interpretation of these data, however, should be 
made cautiously. Clearly, in this regional analysis, the 
demographic weight of some geographic areas, especially 
in Brazil and Mexico, could be suggesting a non-existing 
regional pattern.

Moreover, the data and their interpretation may be 
distorted by the fact that some cities change category from 
one decade to another because of their own demographic 
evolution. For example, São Paulo had 2.3 million 
inhabitants in 1950, but by 1970 it had nearly 8 million 
and in 1980 it far exceeded 10 million, an evolution 
that affects all city size classifications. In addition, there 
have been changes in names and spatial boundaries of 
some agglomerations, adding new areas and creating 
institutions that previously did not exist. 

Figure 1.10  
Growth of cities in Latin America and the Caribbean 
based on their relative size, 1950-2010
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Source: UN-Habitat analysis using data from Urbanization in 
Perspective, Population Division (CELADE). See details in annex 3.

Figure 1.9  
Growth of cities in Latin America and the Caribbean based on their absolute size, 1950-2010
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In general, larger cities have been growing less in terms 
of population since the 1970s, possibly because they are 
more established geographic areas. By contrast, cities with 
less than one million inhabitants have grown most, on the 
average, although for this group of cities, growth has been 
more pronounced in the last decade. 

From demographic data for each sub-region we can infer 
that the rate of urban growth in the Andean-equatorial 
arc has tended to converge since the year 2000 and today 
virtually all of these cities are growing at the same pace. 
The Southern Cone is distinctive in that growth rates are 
lower and more stable. The greatest contrasts are seen in 
the Caribbean and especially in Central America, where 
the rate of urban growth is higher, which corresponds to a 
rural-urban transition still underway.

In order to take into account the large demographic and 
geographic differences between countries, it is relevant to 
analyse not only the amount of population in each city 
but also its relative size within the system of cities of the 
country.

In this comparison we have considered three groups of 
cities (small, Intermediatete and large), whose size is 
determined by that of the Intermediatete-sized cities in 
each country (between 50,000 and 1 million inhabitants). 
Overall, this analysis (shown in Figure 1.10) confirms the 
above trends.

From this viewpoint, we note that in Brazil, Mexico, the 
Southern Cone and countries that make up the Andean-
equatorial arc, the largest cities grew least between 1970 
and 2000, after which deceleration was also seen in 
smaller cities.

In Central America and the Caribbean each group shows 
large fluctuations. In these countries, the reading of the 
data is much more sensitive to change in classification 
because of the smaller number of agglomerations.
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Box 1.2  
Intermediatete Cities

The notion of an Intermediatete city is relative to the country’s 
size and the structure/hierarchy of the system of cities.

Tegucigalpa and Kingston are the largest cities in Honduras and 
Jamaica, and the most important for their respective countries 
in all areas, though, in terms of population, they are equivalent 
to a medium sized city in Brazil and Mexico.

In the region, Intermediatete cities tend to have similar functions 
within their country regardless of the significant variations in 
terms of population numbers. 

From this perspective, an Intermediatete city like Puerto Plata, 
Dominican Republic, or Oruro, Bolivia, performs functions 
and provides services within the country similar to the likes of 
Corrientes in Argentina or Goiania in Brazil.

Country size Intermediatete city size

< 2 million inhab. Without an urban system of cities

2-10 million inhab. 50,000-250,000 inhab.

10-20 million inhab. 70,000-350,000 inhab.

20 to 50 million inhab. 300,000-550,000 inhab.

> 50 millions inhab. 500,000-1 million inhab.

Source: Our analysis using data from Urbanization in Perspective, 
Population Division (CELADE).  
For methodology details, see annex 2.

Figure 1.11  
Growth of cities by relative size and geographic areas, 1950-2010 (per cent)
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The growing number of cities and the variation in their 
sizes have important implications for the hierarchy balance 
of cities and urban development policies. The higher rate 
of dynamism of small and Intermediatete cities refers to 
a diversification of the urban grid and the possibility of a 
better territorial balance.

With a slowdown in the pace of growth across all city 
groups the immediate challenges are reduced, but so too 
are the opportunities to promote urban patterns more 
oriented towards sustainability31. Specific cases of very 
fast growing cities warrant special attention, as discussed 
further on.

Diversification of the system of cities

The importance of having the highest growth from 
Intermediatete and small cities for the domestic urban 
network can be valued, although imperfectly, by two 
indices: the total population index (TPI) and the index 
of four cities (IFC). Both express in quantitative terms 
the degree of urban primacy, meaning they offer two 
complementary ways of measuring the demographic 
preponderance of the largest city within a country and in 
relation to the remainder of its urban network. They are 
also indicators that describe certain characteristics of the 
systems of cities in the region and some trends, but not 
causalities.32 

TPI is the quotient obtained by dividing the population 
of the first-placed city by the country’s total population. 
The calculation for Brazil shows that only one out of 
every ten Brazilians live in São Paulo, which means a ‘low’ 
concentration of population even though this is one of 
the large mega-cities of the region. At the other extreme, 
in Uruguay, five in ten citizens live in Montevideo. Other 

Figure 1.12  
Latin America and the Caribbean. Urban primacy, 2010 (measured by TPI)
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countries with high primacy measured in terms of TPI 
are Argentina, Panama and Chile. The behaviour of TPI 
over time also shows that, since 1950, the demographic 
preponderance of the largest cities in each country has 
been increasing in most cases, although there are signs of 
stability now. 

Clearly, these results are heavily influenced by the size of 
the country under consideration, so it may be irrelevant 
comparing countries as diverse as Brazil and Uruguay. 
The analysis would be different if, instead of considering 
the national level, we looked at similar-sized regional and 
local authorities, as in the case of Brazil, the states that 
make up the federation.

The IFC33 index provides a more global idea of the urban 
structure because it assesses the size of the four largest 
cities in each country. According to this index, Uruguay 
is again top of the region’s list in terms of urban primacy, 
but it is followed closely by Guatemala which, in the 
previous comparison, showed a moderate index rate, as 
only 1.5 of every ten Guatemalans live in the capital. 
That means Guatemala City has a strong monopoly 
power over the country’s territory and this is not reflected 
by its concentration of population, because it still has a 
high proportion of rural population. A similar situation 
occurs in Peru, with the difference that Lima has a higher 
demographic concentration (2.9 out of ten Peruvians)34. 

Brazil, which has a low value in terms of both indicators, 
is a case that stands out in the region insomuch that it has 
two megacities and because it has a group of large cities 
that act as a counterbalance, which means that there is a 
more diverse urban network. The same is seen, although 
to a lesser extent, in Colombia. In both, geographic, 
political and economic conditions have led to more 
polycentric models. 
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An emerging trend showing more urban hierarchy 
balance can be observed in some countries. Caracas has 
lost its centrality and Venezuela stands out as one of the 
countries with an urban network that looks more likely to 
reach an equilibrium. The same is happening in Bolivia 
but, unlike the previous case, this has been achieved 
thanks to the growth of Santa Cruz de la Sierra which is 
increasingly approaching the size of La Paz. In practice 
this works out as a bicephalous (two-headed) system. 
Primacy also appears to be slightly decreasing in Mexico, 
Paraguay and even Uruguay.

With regard to the Caribbean, while population is 
increasingly concentrated in the capitals of the Dominican 
Republic (Santo Domingo) and Haiti (Port au Prince) 
and other countries such as Grenada, Jamaica, St. Vincent 
and the Grenadines and Saint Lucia, the situation has 
remained stable in recent decades.

TPI and IFC estimates of the countries in the subregion 
indicate that, although there are medium-sized cities that 
have grown in population and which are beginning to 
stand out as alternatives to the large agglomerations, they 
are still not strong enough to exert a significant impact on 
the urban hierarchy. 

The bicephalous or monocephalous urban pattern, 
strengthened by the process of urban transition in Latin 
America and the Caribbean, is still therefore the dominant 
feature in the region, even though the network of cities 
has become more complex and while there are signs of 
some population de-concentration. It will take more time 
to see if this emerging trend is consolidated and whether 
the urban hierarchies of the countries in the region are 
moving towards a more balanced status.

The country size, topography, degree of territorial 
integration (mainly determined by geographical 
conditions and infrastructure), economic activities and 
the maturity of the urbanization process are all crucial 
in shaping economic and population concentrations, as 
is the level of primacy35. Such factors may show that a 

Figure 1.13  
Index of primacy of selected cities, 1950-2010 (measured by TPI)
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city other than the capital holds the largest demographic 
or economic weight, as in the case of Guayaquil, whose 
location and history have made it the commercial capital 
of Ecuador.

In the case of the region’s small countries, the conjunction 
of multiple factors reinforces the historic monopolistic 
weight of the primacy city over the entire territory, as in 
the case of Kingston, Panama City or San Salvador.

Bogota, Colombia. Excavation for improving public roads. 
© Victor Alfonso González
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1.4 Patterns of urban 
growth 

The location, distribution and dynamics of cities in the 
region are strongly determined by geographic, political 
and economic conditions. Historically, the cities of Latin 
America and the Caribbean developed mainly in coastal 
areas and some strategic places in the interior, responding 
to colonial powers’ political, military and commercial 
objectives. This has been the case of Potosi (Bolivia), 
Asuncion (Paraguay) and Cordoba (Argentina). At times, 
cities they replaced pre-Columbian settlements, with 
examples being Mexico City and Cuzco (Peru).

In more recent times, the physical expansion of cities 
and economic development have led to the emergence of 
new urban expressions across the region and established 
phenomena such as conurbations, metropolitan areas, 
mega-regions and urban development corridors. 

If big conurbations pose new challenges for urban 
governance, a huge additional challenge has come about 
because of uncontrolled urban sprawl. Cities tend to 
occupy more land than necessary for population and 
urban growth, although there are tools to help make 
better use of land and to get more out of the network of 
infrastructure and expansion of basic services, which are 
all aspects that help ensure a better quality of life.

New opportunities, new locations

Currently, 42 per cent of the population of Latin America 
and the Caribbean live within a maximum distance of 
100 kilometres from the coast. However, the coastal area 
represents only 20 per cent of the territory of the region36. 
In South America there is, besides the coastal cities, a 
relatively dispersed set of cities across the Andean system, 
several of which correspond to pre-Hispanic settlements 
or urban centres created because of their favourable 
location for production, trade or military reasons. The 
contrasts in mountainous areas have favoured a more 
linear organization in the Pacific zone and a more 
polycentric one in the Atlantic, where the contours are 
less pronounced. 

In most cases, cities created by a colonial power - heavily 
concentrated in the coastal area because of the strategic 
importance of maritime routes - have prospered during 
the industrialization process and so maintained the 
competitive advantages of their coastal location.

Although relatively few, there are examples in the region 
of cities artificially created or planned for a specific 
purpose. This was the case of the Brazilian capital, 
Brasilia, born out of a political-administrative decision 
and which quickly overwhelmed its creators’ population 
growth forecasts. Likewise Venezuela’s Ciudad Guayana, 
founded in 1961 from the communities of Puerto Ordaz 

Esmeraldas, Ecuador. Physical expansion and economic development have led to new urban expressions. © UN-Habitat
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and San Felix in its capacity as an industrial centre and 
river port, or the Paraguayan Ciudad del Este, created by 
a decree in 1957 in the tri-border area (Argentina, Brazil 
and Paraguay) and which has become the second-largest 
city in the country. 

Globalization has also brought major changes for cities 
and opened up opportunities for Intermediatete and 
smaller agglomerations. With increased international 
trade, cities’ legal, fiscal and political conditions have 
been strengthened. In this sense, many border cities 
have emerged, including Ciudad Juarez, Nogales, Nuevo 
Laredo and Tijuana in northern Mexico, among others.

In the same way that economic decline may induce people 
to emigrate, new economic opportunities, the exploitation 
of natural resources or tourism can stimulate the creation 
and growth of urban areas. Since 1950, there has been 
a gradual process of occupying empty or inland areas, 
largely related to the development of the agricultural 
frontier and economic development projects. This is how 
Manaus and Belém, in Brazil, expanded. An emblematic 
case of urban growth in the tourism sector is Cancun 
(Mexico) a fishing village in the fifties, a city with 30,000 
inhabitants in the eighties, and now it has 700,000.

Large conurbations

Urban expansion has meant that many large cities have 
spilled over their municipal administrative boundaries 
and end up physically absorbing nearby urban centres 
via a process of conurbation. The result has been the 
emergence of large urban areas, sometimes formalized in 
a metropolitan area, consisting of multiple municipalities 
and intense economic activity. This is what has happened 
to many Latin American capitals and some large cities 
such as Caracas, Fortaleza, Guayaquil or Medellin. 

A related phenomenon very much part of the last decades 
of the 20th century was the creation of satellite towns and 

dormitory towns near large cities and in close relation to 
their economic development; some are totally dependent 
and others have a degree of functional autonomy, but life 
there is closely linked to the main city. 

With progressive interaction of different metropolitan 
areas and smaller nearby cities (industrial, services, 
commercial-based ones or satellite cities) the emergence of 
urban mega-regions has commenced, also known as urban 
corridors due to their typically elongated or ribbon shape 
because economic integration is built around a terrestrial 
communication route. An example of such a mega-region 
is the urban system formed by the metropolitan areas 
of São Paulo, Campinas and Baixada Santista, an area 
with 26 million inhabitants and which has made a name 
for itself as the main economic, financial and industrial 
centre in the country.

Metropolitan areas, conurbations, city-regions, urban 
corridors and mega-regions are new territorial expressions 
of the urban phenomenon that promote and support 
regional economic development. They are places that 
offer great socio-economic opportunities, but also involve 
daunting challenges from the social, environmental and 
political and institutional management perspectives.

Urban sprawl and peri-urbanization 
tendencies

Specific studies on how urban expansions occur in Latin 
America and the Caribbean seem few and far between 
or are too specific. Comparative analysis is particularly 
complex given the difficulty of defining ‘urban sprawl’, 
meaning the territory is considered ‘urban’ according to 
land occupancy and building characteristics that have 
shown common patterns indicating low density dispersed 
growth.

The cities of Latin America and the Caribbean are now 
fairly dense compared to other urban areas around the 

Figure 1.14  
Population density in selected cities, 2000
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world. Data from 2000 indicated that the average urban 
density in the region, calculated on a basis of 25 randomly-
selected agglomerations, was 70 people per hectare37. The 
cities in the region had a density similar to that observed 
in Europe and Africa; they were much denser than the 
major U.S. cities (less than 25 inhab./ha.) and much less 
than large Asian cities (200 to 400 inhab./ha.)37.

Clearly, this information does not reflect intra-urban 
variations in population density that exist across different 
urban neighbourhoods or blocks, which can have a major 
impact on the city model, the perception of density and 
social acceptance. In many cities there is high density in 
the centre, which decreases rapidly towards the periphery. 
The case of Mexico City is a-typical because it contains 
only medium-high densities, even over a large area and 
in neighbourhoods located 20 km from the city centre39. 

While it is not possible to draw conclusions from partial 
studies, de-densification appears a trend in all cities 
surveyed. In 1990-2000, the number of inhabitants per 
hectare decreased in most of the agglomerations analysed, 
which means that these cities expanded with new areas 
less densely populated than the existing ones. 

On the average, in 2000, each inhabitant occupied a larger 
area than in 1990 or, in other words, cities expanded 
spatially faster than their population growth. This is clear 
from the most recent estimates40 in Mexico, for example, 
where on the average cities have expanded geographically 
three times faster than their population growth. 

The propensity for urban sprawl expansion of cities has 
complex origins and combines many factors including 
urban planning controls, urban plans, the supply of 
transport, housing and communications, the price of 
land, job opportunities, services quality, identity, and 
lifestyle. It is also an expansion that is not limited to any 
social group or type of urban structure.

Figure 1.15  
Variation of density in selected cities, 1990-2000
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In the region there are examples of dispersed urban 
expansion from very different initiatives, like the 
development of closed-off housing projects in the upper 
and middle income brackets (gated communities) or 
the building of social housing projects subsidized by the 
state. What can also be seen is that some cities expanded 
in a disorderly way, with precarious and informal areas 
lacking in infrastructure and services, public transport or 
road access, the result of poverty and rapid urbanization. 
Each of these examples had its own dynamics, but all 
contribute to a general trend of spatial dispersion, with 
their consequential impacts and social, environmental 
and economic costs.

Density and urban expansion 

Urban population density is a critical element for the  
sustainable supply of infrastructure and public and 
social services. It is also one of the main advantages 
of urbanization, since it reduces marginal costs and 
environmental impacts, and promotes culture and 
creativity. However, the dense city is not the model most 
wanted by the region, at least not consciously. Poor design 
and lack of management mean that the advantages in the 
short term are not always perceived.

There are many cities in Latin America and the Caribbean 
whose expansion plans for their peripheries use a model 
based on the multiplication of roads, shopping centres and 
gated residential communities. This model answers the 
multiple demands of real estate markets in a temporary 
fashion, but there seems to be a lack of awareness of 
what public powers can do to create urban structures 
transcending individual building projects, that cause 
urban areas expand with housing, at best equipped with 
infrastructure and services, but without creating a truly 
interconnected urban fabric.
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Box 1.3  
Three dynamics, one dispersed expansion trend 

Social housing units built in the metropolitan area 
of ​​Santiago 

Area Periurban  
area

Metropolitan 
area

Total

1978-1983 3467 37908 41375

1984-1989 3575 68804 55268

1990-1995 10628 55268 65896

1996-2002 9076 37369 46445

Total 26746 199349 226095

Source: Hidalgo et al. (2008), published at CEPAL/Helmholtz 
Association/GTZ (2010).

housing with adequate standards, informal settlements in the 
city of Montevideo (Uruguay) also show a significant trend 
towards peri-urbanisation. 

In Santiago de Chile, subsidized housing projects tend to be 
located in areas where land is cheaper, typically the more remote, 
poorly connected and poorly served areas in the urban periphery, 
a phenomenon also observed in City Mexico.

In Buenos Aires there is a tendency towards peripheral 
expansion for segregated housing developments for high and 
medium income brackets. As shown in the picture, these ‘gated 
communities’ are located along major highways in the peri-
urban radius of Greater Buenos Aires with the consequential 
dependence on private vehicles.

Likewise, but with completely the opposite logic, and often 
characterized by the economic difficulties of accessing formal 

Map 1.3  
Irregular Settlements in Montevideo

Source: Municipality of Montevideo..  
at http://sig.montevideo.gub.uy

Map 1.4  
Socio-spatial Organization of Buenos Aires  

Map 1.5  
Evolution of urban sprawl in Mexico, 1810-2000

Source: Thuillier, Guy (2005).

Source: Compiled with 
data from the Lincoln 
Institute of Land Policy, 
Atlas of Urban Expansion
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Expansion without an integrated vision means that 
urban peripheries can exacerbate the segregation and 
stigmatization of communities that inhabit them. Suburbs 
can become poverty traps for population groups that fail 
to exploit the advantages offered by urbanization.

The urban expansion model is also influenced by the 
way land and real estate markets function. Property 
development mechanisms largely determine the location 
and characteristics of urban physical growth, while 
informal urbanization results from malfunctioning 
markets and/or territorial planning, as well as the social 
protection system.

In this region, urban speculation is common. In their quest 
for higher profits, land owners and real estate developers 
incorporate new land in their construction projects in 
the city. However, due to their remoteness they do not 
have adequate infrastructures and connectivity, or they 
are superfluous because there is free land, better located, 
and already prepared for development. Large land masses 
surrounded by public investments in infrastructure 
and ready for urban uses do not get realized or remain 
underutilized awaiting a better price, creating false land 
scarcity and with this the need to expand the city and 
extend networks and infrastructure to increasingly 
remoter areas.

Often, owners and developers have the necessary legal 
and political power to obtain land use permits at their 
own discretion, while legal planning frameworks 
are sometimes very weak and lack the required land 
management instruments or lack of political will prevents 
implementation.

Urban expansion with higher levels of quality and 
sustainability is possible if local governments prepare 
themselves early with policies for planning, design and 
regulation that would allow them to guide and strengthen 
investments and capture the associated capital gains for 
financing infrastructure and services. This could be 
strengthened with more proactive attitudes to housing 
markets, so that rather than trying to correct a posteriori 
the consequences of disordered urbanization, it would 
allow for promotion of urban development visions that 
are positive,  equitable and  more sustainable. 

Belo Horizonte, Brazil. Transition to a more vertical city. © Gabriel de Sousa
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26.	 Calculations based on census data for 20 countries. Rodriguez 
(2011).
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most population in megacities, it represents 11.55 per cent.

28.	 Base de datos de la División de Población del CELADE sobre 
Distribución Espacial de la Población y Urbanización en América 
Latina y el Caribe (DEPUALC). Los países son: Argentina, 
Bolivia,Brazil, Chile, Costa Rica, Ecuador, El Salvador, Guatemala, 
Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, Dominican 
Republic y Venezuela.

29.	 Rodríguez, J. (2011).

30.	 In the Caribbean there are some twenty independent countries 
and island territories. Some of these territories are part of 
other states (Martinique and Guadeloupe are French overseas 
departments) and others are considered by the United Nations as 
non-autonomous territories (Cayman Islands, Turks and Caicos, 
and Montserrat Islands, or others), so they have a high degree of 
autonomy, but do not enjoy total independence from their former 
colonial power.
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economic and political power over long periods of time, exceeding 
the scope of this document.
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Notes

1.	 There is no globally accepted single definition of “urban area”. The 
concept differs considerably between countries and has varied over 
time. Annex 1 lists the definitions of urban areas in countries found 
in the region.

2.	 Urbanization is understood as the growth of urban population in 
relation to the total population of a country, region or the world as 
a whole.

3.	 The time series of statistical data and future population estimates 
in this chapter are based on data from the Population Division 
of the Department of Economic and Social Affairs of the United 
Nations, UNDESA (2010). Consulted in May 2011.

4.	 This is largely due to population pyramid distortions as a result of 
the armed conflict that lasted until the late eighties

5.	 Database of the Economic Commission for Latin America and the 
Caribbean (CEPALSTATS). Accessed May 2011.

6.	 See more details in annex 1.
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based on data from censuses and indirect estimates, which are the 
basis for information contained in this section.

25.	 Rodríguez, J. (2007).
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Summary

1.	 Cities are the true drivers of the Latin American and Caribbean economies. The 
40 main cities produce an annual GDP of more than USD 842 billion and stimates 
show nearly two thirds comes from urban areas, where services and industry 
are located. The increase in migrations has resulted in more remittances, which 
represent over 10 per cent of GDP in several countries.

2.	 Since 1970, per capita income in Latin American and the Caribbean has nearly 
tripled, but with wide disparities. Many cities have per capita incomes higher than 
their respective countries. Increases in urbanization rates have been constant 
in all countries, but the evolution of per capita income has been more cyclical, 
sometimes falling.

3.	 Latin American and the Caribbean have made significant progress in their fight 
against poverty over the past 10 years. The proportions of urban poor have 
fallen, but in absolute terms, numbers are still very high. About 124 million urban 
inhabitants live in poverty, or one in four urban dwellers.

4.	 Besides poverty, the region suffers from serious and persistent inequality. Income 
inequality is extremely high. Although there is a significant shortfall of formel 
employment opportunities there is abundant informal work, which is mainly 
taken by young people and women. Inequality is also expressed in socially and 
spatially-divided cities, despite the many opportunities for economic and social 
development that urbanization offers.

5.	 In economic terms, the relative weight of megacities is declining in favour of 
smaller cities that offer more competitive terms. Particularly dynamic are the 
border cities that benefit from huge investments in industry and cities in economic 
corridors or on the outskirts of large conurbations.

Keys to change

6.	 To overcome social and urban fragmentation and segregation, urban cities need 
strategies that combine economic growth with policies that address income 
inequalities and quality of life, as well as measures aimed at social and spatial 
integration. To this end it is crucial to coordinate national economic policies and 
urban development strategies, both in cities and regions.

7.	 Possibilities for socio-economic development exist due to the emergence of new 
economic centres and the consolidation of new urban configurations and their 
interconnection with cities. However, they also risk creating new and greater 
social and spatial disparities. To mitigate this and remain competitive, large urban 
areas need to implement more inclusive policies.

8.	 Rapidly growing new economic hotspots need special consideration because of 
the challenges they pose. Few local governments are prepared to accept changes 
of this magnitude. Without technical and political support, cities run the risk of 
repeating growth scenarios with informal and unstructured settlements with their 
associated economic, social and environmental consequences.

CHAPTER 2 

Economic development  
and equality
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The Latin American and Caribbean economic model 
went through a series of transformations in the 20th 
century that brought about profound demographic and 
social change. These are reflected in the evolution of 
urban population concentrations and the increasingly 
important role of cities in the national economies. 

The region’s economies have grown in recent decades, 
but in a context of volatility, especially of late1. The 
wealth generated and the modest progress made in the 
fight against poverty since 1990 have not significantly 
reduced inequality gaps. Large segments of urban 
populations are trapped in vicious circles of poverty 
and inequality, which results in socially and spatially 
divided cities, despite the abundant opportunities for 
economic and social development that urbanization 
offers.

2.1 Economic performance 
and poverty

From a global perspective, the region’s share of the 
economy has changed little in recent decades. In 1970, it 
contributed 6.5 per cent to the world’s value added, while 
that figure currently stands at 7 per cent, as the region 
accounts for 8.5 per cent of the world population2.

The regional economic situation is heterogeneous, with 
emerging economies that have gained global significance, 
led by Brazil, and others making slower progress.

Gross domestic product (GDP) in the region is unevenly 
distributed: 32 per cent is attributed to Brazil, 25 per cent 
to Mexico, 21 per cent to Southern Cone countries, 16 
per cent to countries in the Andean-equatorial Arc, 5 per 
cent by Central America and only 1 per cent from the 
Caribbean3. Brazil’s economic contribution is proportional 
to its demographic weight; Mexico and the Southern 
Cone contribute more to production than their share of 
population, while the countries of the Andean-equatorial 
Arc, Central America and the Caribbean contribute less 
than their relative weight in terms of regional population. 

Figure 2.1  
Latin America and the Caribbean. Regional GDP share 
of sub-regions and large countriesa, 1970 and 2009

Caribbean

Central America

Southern Cone

Mexico

Andean-equatorial
arc

Brazil

1970

2009

a Dividing data into sub-regions follows the same criteria as Chapter 1 
(see Box 1.1). 

Source: Compiled with World Bank data. Consulted July, 2011.

The main changes in the region’s economy between 1970 
and 2009 included an eight per cent increase in Brazil’s 
contribution to GDP, a modest increase from Mexico and 
Central America, and a sharp fall from the Caribbean. 
In the case of the Southern Cone, the decline was mainly 
due Argentina’s lower share.Los principales cambios en el 
escenario económico regional entre 1970 y 2009 fueron 
el incremento del aporte de Brazil en el PIB (en ocho 
puntos porcentuales), un aumento modesto de Mexico 
y Centroamérica, y la fuerte contracción del Caribe. En 
el caso del Cono Sur, la disminución se debió, en buena 
medida, a la Small participación de Argentina. 

CHPTER 2

Economic development and equality
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Figure 2.2  
Latin America and the Caribbean. Countries’ GDP per capita, 2010
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Since 1970, Latin American and Caribbean per capita 
income has nearly tripled. But GDP per inhabitant is 
only a partial indicator, because it does not show the 
distribution of income. However, it does provide an 
overview of the region-wide situation and provides a 
first look at the complexities of income inequality and 
opportunities between different population groups. In 
2009, the average per capita income stood at USD 4,8234, 
compared with a world average of USD 5,868. This figure 
masks wide disparities at all levels: among and within 
countries, and in the same city.

The extremes of income distribution are found in the 
Caribbean. In 2009, Antigua and Barbuda, whose small 
population and economy rely primarily on the services 
sector, had a GDP per capita 27 times greater than Haiti, 
which has the lowest per capita GDP across the region. 
Likewise in the Southern Cone, where Argentina has an 
average per capita income seven times that of Paraguay. 
Among the Andean countries, Venezuela’s per capita 
income is five times that of Bolivia, while in Central 
America, Panama’s GDP per inhabitant is six times that of 
Nicaragua, whose economy still suffers from the burden 
of foreign debt.

The importance of remittances

One important economic phenomenon for many 
countries, linked to increased transnational migration, 
is the flow of remittances which have increased ten-fold 
over the past twenty years5. Estimates by the Multilateral 
Investment Fund show emigrants’ transfers amounted 
to almost USD 56.9 billion in 2009 and 58.1 billion in 
2010, a figure that would be even greater, if funds sent 
through informal channels are also taken into account6. 

In absolute terms, Mexico is by far the largest remittances-
receiving country (USD 22.6 billion in 2010), followed 
by Brazil and Guatemala (USD 4.3 billion each). But if 
measured as a percentage of GDP, the main recipients 
are Honduras (19.3 per cent), Guyana (17.3 per cent), El 
Salvador (15.7 per cent), Haiti (15.4 per cent), Jamaica 
(13.8 per cent) and Nicaragua (10.3 per cent)7.

Not only are remittances important for national 
economies, they have also become a basic component of 
many families’ incomes. In Mexico, more than 60 per cent 
of the households declaring remittances belong to people 
in lower income groups, while only 4 per cent were from 
the highest income quintile. The situation is similar in 

Victoria, El Salvador. Poverty rates in the region are usually higher in rural than 
in urban areas. © Oscar Armando Payés
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Paraguay, although with somewhat different proportions. 
In other countries, like Nicaragua and Peru, the situation 
is reversed. There, the proportion of high-income bracket 
households receiving remittances is greater than that of 
low-income families9. Although the number and profile of 
beneficiaries differ between countries, remittances are an 
indispensable resource for many to cover housing needs, 
health, food or education10.

Poverty and inequality still unresolved

Since the Millennium Declaration was adopted in 2000, 
Latin America and the Caribbean have made some 
progress in reducing poverty (the first of the objectives 
set out in this document), but the gains have been quite 
modest compared to other developing regions11. Currently, 
180 million inhabitants in the region (33 per cent) live 
in poverty and of those, 71 million are destitute (13 per 
cent)12.

The region’s major advances towards poverty eradication 
have occurred over the past decade13, mainly through 
combinations of growth in average incomes and slight 
improvements in its distribution14. Analyses by ECLAC 
show that the share of population living in poverty 
dropped from 48 to 33 per cent in the period 1990-2009. 
This decrease puts the region on track to meeting the 
first of the Millennium Development Goals, although 
the absolute number of poor has not fallen. Rather, ithis 
figure is now higher than in 1990.

Box 2.1  
Methods for measuring poverty and inequality 

There are different ways of measuring poverty, but the most 
common are based on income (an indicator linked to wider 
economic factors) or the satisfaction of basic needs (characterized 
by a longer-term process). Both attempt to measure where the 
standard of living of the population falls below a base line; 
the difference is that the first measures whether the monthly 
household income meets basic family needs, while the second 
evaluates if these needs have been covered in practice.

The World Bank considers people ‘poor’ if living on less than two 
dollars a day, adjusted for purchasing power parity, and ‘destitute’ 
(or in extreme poverty) those surviving on less than one dollar a 
day.

ECLAC applies the cost method of basic needs. It uses ‘poverty’ 
and ‘extreme poverty’ lines through a calculation of the minimum 
income required to meet basic needs, taking into account the 
local currency, cost of a basket of basic food (specific to each 
country), feeding habits, food availability and relative prices 
(taking into account the price differences between rural and small 
urban centres and metropolitan areas). By this method, ‘extreme 
poverty’ is considered households with incomes up to 0.6 poverty 
lines, and ‘poor’ to be households with incomes between 0.61 

and 1.2 poverty lines. A limitation of these indicators is that they 
do not include a weighting for the costs of housing or differences 
between or within cities.

One concept linked to poverty that assesses the coverage of 
basic and complementary needs is the human development index 
(HDI), developed by the United Nations Development Programme 
(UNDP) in 1990. Currently, the HDI calculation involves four 
indicators: per capita income based on purchasing power parity, 
level of education, life expectancy and a ‘multidimensional 
poverty index’. The latter includes health and quality of life 
variables in order to more comprehensively express the condition.

There are other measurements of inequality, with the Gini 
coefficient the most common. This coefficient assesses income 
inequality in a country or city based on individual income 
distribution on a scale from zero to one, whereby zero represents 
a fully equitable distribution, and one represents maximum 
inequality. Measurement of socio-spatial inequalities is still in its 
infancy.

In Latin America, progress towards meeting the Millennium 
Development Goal on poverty is evaluated against national 
poverty lines estimated by ECLAC.

Living conditions show wide contrasts, according to 
statistical data. While Argentina, Chile and Uruguay 
have low national poverty levels (less than 12 per cent 
of the population), more than half the people of Bolivia, 
Guatemala and Paraguay are poor, while in Nicaragua 
and Honduras the rate exceeds 60 per cent. The most 
dramatic case is Haiti where, according to UN studies 
conducted after the earthquake that devastated parts of 
the country in 2010, poverty has increased to levels only 
seen a decade earlier when the ‘poor’ accounted for over 
70 per cent of the population and the ‘extremely poor’ 50 
per cent15. In absolute terms, of the approximately 124 
million poor people in the region’s cities, more than half 
live either in Brazil (37 million) or Mexico (25 million). 

Figure 2.3  
Latin America and the Caribbean. Evolution of poverty 
and extreme poverty, 1980-2009
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Statistics show that poverty affects female heads of 
household more than males in the same role. There are 
also significant differences according to ethnicity. For 
the indigenous and groups of African descent the poverty 
rate can represent between 1.2 and 3.4 times that of 
the remainder of the population16. There are also large 
differences within countries in terms of area of residence. 
Poverty rates in the region are generally higher in rural 
than urban areas (27.8 per cent17, on the average) but, due 
to the high rates of urbanization, there are many more 
urban than rural poor. In absolute terms, the number of 
urban poor are twice as high as the rural poor.

Comparisons of relative poverty levels in urban areas in 
the two decades up to 2009 show considerable progress in 
Chile, Ecuador and Brazil but somewhat less in Panama, 
Colombia, Honduras and Mexico. In Paraguay the decline 
is hardly noticeable, while in Argentina, where urban 
poverty rose sharply just after 2000 due to the economic 
recession, the rate is half that of 1999 in relative terms.

Besides poverty, the main socio-economic problem facing 
Latin America and the Caribbean is inequality. The region 
is considered the most unequal in the world18, illustrated 
clearly by the distribution of income, but also by housing 
conditions, access to goods and services (education, 

Figure 2.5  
Evolution of the Gini index in selected countries, 1990 and 2009 
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Mazatlan. Mexico. Poverty especially affects female heads of household. © Luis Brito
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Figure 2.6  
Comparison of the Gini index of selected cities and respective countries, circa 2005
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health, finance etc.), by employment opportunities, 
heritage and access to public space, amongst other factors 
that determine a person’s well-being. 

In the region, the richest 20 per cent of the population has 
an average per capita income nearly 20 times the income 
of the poorest 20 per cent19. However, the intra-regional 
differences are considerable. In Venezuela and Uruguay 
– which have the lowest inequality in the region – the 
income gap between the wealthiest and the poorest is not 
more than ten times, it exceed s30 time in those countries 
with the greatest inequality.

The average Gini20 coefficient for Latin America and the 
Caribbean has been higher than other regions in the world 
since at least 197021. In the region, Guatemala, Honduras, 
Colombia, Brazil, Dominican Republic and Bolivia 
(ranked here in descending order of inequality) have the 
most unequal distributions of income, all with coefficients 
above 0.56. Costa Rica, Ecuador, El Salvador, Peru and 
Uruguay are all below 0.50. Venezuela, the country with 
least income inequality (0.41 Gini) had, according to 
estimates for 2009, a higher income inequality than the 
U.S.A., as well as the most inequitable country in the 
Euro zone (Portugal), both with values of 0.3822.

Broadly speaking, poverty in the region has fallen in 
relative terms, as has income inequality, albeit only 
slightly. The evolution has been positive in ten countries, 
but deteriorated in eight, including Costa Rica, which 
historically was among those with a lower ratio in the 
region23. The improvements are attributed to higher 
earnings, a decline in the wage gap, and the expansion of 
transfer programmes in several countries24.

Few Gini coefficients are known for individual 
agglomerations. In general, similarities are seen between 
cities and their respective countries, although in some 

cases there may be differences; the reality is that all show 
very high levels of inequality.

Dominance of the services sector

At present, the main economic drivers of cities are industry 
and, especially, the services sector. The predominance of 
services can be seen in the composition of the workforce. 
On the average, 70 per cent of the urban population of 
Latin America and the Caribbean works in the services 
sector and 24 per cent in industry25. Guatemala has the 
lowest percentage of population employed in the services 
area and yet, this group still represents over 60 per cent of 
all urban workers. The manufacturing sector employs, at 
best, about 30 per cent of the urban dwellers but in some 
countries it can be as low as 20 per cent. 

Six per cent of the urban population works in agriculture. 
This may be related to the agricultural sector’s role in 
small towns, especially those with fewer than 20,000 
inhabitants, as well as the fact that relatively many farm 
workers live in cities. An average of 14 countries with 
relevant data shows that 20.7 per cent of agricultural 
workers live in urban areas26. 

The current economically active population (EAP) 
in Latin America and the Caribbean is a reflection 
of urbanization and aging populations, both already 
discussed in Chapter One. In 2010, the region’s active 
population was 276 million workers and of these, 223 
million (81 per cent) were urban and 53 million (19 per 
cent) agricultural workers.

In countries further along the urbanization processes, like 
Argentina, Uruguay and Venezuela, the workforce has 
neither grown nor declined in absolute terms since 1990; 
for those with lower urban population rates, the rural 
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Figure 2.9  
Latin America and the Caribbean. Urban unemployment rate, 2009
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Figure 2.8  
Latin America and the Caribbean. Evolution of the 
urban unemployment rate, 2000-2009a 
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EAP has been rising both in absolute and relative terms, 
but always by less than the urban EAP rate.

The statistical data available for 2011 indicates that there 
were over 17 million people without work in urban areas 
in the region, although, broadly speaking, the labour 
market has improved in the last decade.

Youth unemployment is of particular concern. Not only 
does youth experience higher rates of unemployment, 
but they are also the most affected by job insecurity and 
informal employment. Even in the formal sector, working 
conditions for young people are inadequate since six out 
of ten are not covered by social security27.

Figure 2.7  
Urban population employed in major economic sectors in selected countries, circa 2009a
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Accessed July, 2011
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Box 2.2  
Recovery of the construction industry

The construction industry has always been considered a key 
sector for growth and job creation. In Latin America and the 
Caribbean, this sector is often cyclical and volatile, and in the past 
two decades has mirrored regional economic performance.

Highly fragmented with many small and medium-sized firms, the 
construction industry accounted for 5 to 6 per cent of the GDP 
in the region since 1997, with significant variations between 
countries, ranging from 2.7 per cent in Bolivia to 13.2 per cent in 
Saint Kitts and Nevis.

Also, this sector employs a significant percentage of urban 
dwellers, with particularly high rates in Nicaragua and Panama 
and Nicaragua, more than 33 and 10 per cent respectively.

The sector has benefited from Government spending on major 
projects including road and rail networks, airports, waterways 
and ports, to stave off the impacts of the international financial 
crisis, according to the Inter-American Federation of Construction 
Industry (FIIC). In Chile, for example, the portfolio of projects 
planned through 2014 amounts to USD 11.7 billion and  USD 
5.6 billion in Peru. In Brazil, construction is being fuelled by 
the Growth Acceleration Programme, hosting soccer’s World 
Cup and the Olympic Games, as well as a real estate boom and 
developments in the oil industry.

FIIC expects the sector’s recovery to extend over the coming 
years, influenced by the favourable economic environment, the 
increasing pressure to improve existing infrastructures, and 
new financing models in place since the nineties with greater 
private sector participation and other mechanisms, like the use 
of pension fund capital. Benefits should also come from utilizing 
infrastructural works as a tool in the fight against poverty.

Figure 2.11  
Construction industry’s share in gross domestic product, 2010
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Figure 2.10  
Growth rate of regional GDP and the GDP of the 
construction industry
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Women’s participation 

Urbanization has led to an increase in the participation of 
women in the labour market. In terms of urban workers, 
128 million are men (57 per cent) and 95 million women 
(43 per cent)28 representing an increase in the female 
labour force of 7 per cent since 1990, a trend that should 
continue in the coming decades. 

The Dominican Republic, Guatemala and Mexico (with 
gender gaps of at least 30 percentage points)29. have higher 
statistical differences in the participation rate of men and 

women in the urban labour market. Greater equality is 
found in peru and Uruguay, with a gap of 20 percentage 
points between men and women, followed by Bolivia and 
Brazil, which has a slightly wider gap30.

In general, female participation in the labour force is 
higher in urban than rural areas31. In Colombia and El 
Salvador, female participation in urban areas is 18 per 
cent higher than rural areas. Brazil stands out because 
the difference has decreased over the past decade and is 
currently negligible.

Source: Cepalstat. Accessed in May, 2012.

Source: Cepalstat. Accessed in May, 2012.
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Figure 2.12  
Male and female participation rates in urban economic activity, selected countries, circa 2009a
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a Data for Nicaragua, 2005, for Guatemala, 2006, to Honduras and Bolivia, 2007, Cuba and Mexico, 2008, all other countries, 2009 data. 

Source: ECLAC (2010c), on the basis of special tabulations of household surveys in respective countries

Figure 2.13  
Female participation rate in the urban and rural labour force, selected countries, circa 2009
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Source: ECLAC (2010c), on the basis of special tabulations of household surveys in respective countries. 

While progress in female participation has been achieved, 
gaps between sex and age are far from closing, especially 
in terms of wages. Salaries earned by women aged 20 to 
49, working 35 hours per week or more are well below 
those of men of a similar age and professional category32. 
According to data available for 17 countries, the greatest 
degree of equality exists in Venezuela, where women 
earn 94.8 per cent of men’s wages. Brazil, Peru and the 
Dominican Republic have the greatest difference, since 
the average woman’s salary is more than 20 per cent less 
than a man’s.

Importance of informal labour

The informal sector exists in one state or another across 
the world, but in Latin America and the Caribbean it plays 
a fundamental role in the economy, and is concerning 
because of its impact on employment. Getting an accurate 
measurement of the phenomenon is difficult, but the 
World Bank estimates that the informal sector accounts 
for 40 per cent of the economies of the region. Informal 
sector activities are estimated to account for 50 to 70 per 
cent of employment, depending on the data source33.
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For small businesses, informality is often the only option, 
considering the labour costs and tax burden that formal 
activities represent.

Statistics available for twelve countries in the region show 
significant variations in levels of informality. In Chile, 
it represents 30 per cent of the employed population, 
but in Colombia the figure rises to 60 per cent. Labour 
informality is a situation which particularly affects 
women, with all countries in the analysis, showing higher 
rates than for men34.

Achieving full, productive and decent35 work for all is 
one of the objectives that would help eradicate poverty. 
Informality does not always involve poverty but, in 
general, statistics show a higher risk of experiencing 
poverty among informal sector workers, who also tend to 
have greater income inequality.

Urban segregation

Poverty and inequality are two complex phenomena with 
multiple causes. In a region as urbanized as Latin America 
and the Caribbean, concentration of population also means 
concentration of povertry. There are initiatives taking 
place in the region to address poverty, but the reality is that 
cities are deeply divided socially and spatially. Inequality 
is persistent, accompanied by low social mobility and a 
tendency for inter-generational transmission creating 
poverty traps. Differences in income are not the only 
cause of inequality. It is also influenced by the education 
gap, weak social protection systems, unemployment and 
the larger average size of poor households.

Although unsystematic, there is a strong correlation 
between income inequality and spatial fragmentation; 
they are mutually reinforcing and represent a challenge 
for governments and society alike. Living in a slum 
or neighbourhood with a high concentration of poor 
people reduces access and opportunities for employment, 
education and services, while increasing exposure to 
urban violence and vulnerability to natural disasters, 
issues to be discussed in later chapters and for which local 
government action is crucial.

Although urban areas account for much wealth 
generation, as discussed in the next section, the vicious 
circle of inequality appears stronger than the benefits 
of urbanization. Moreover, higher income per capita in 
the region’s major cities does not necessarily mean less 
inequality.

Figure 2.14  
Informalidad urbana en países seleccionados, 2009 (% población ocupada total, masculina y femenina)
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Fuente: CEPALSTATS. Estadísticas de América Latina y el Caribe. Consultado en julio de 2011.
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2.2 Cities, economic engine 
and space for opportunities

The economic role played by cities in Latin America 
and the Caribbean is closely related to each country’s 
respective production structure36, which has changed 
over time in function with economic and technological 
transformations, and each government’s economic policy. 

The industrial revolution and modernization of the 
agricultural sector entailed a qualitative leap in the 
economic role of urban areas. Investments in the 
manufacturing sector, which requires an abundance 
of labour, encouraged the concentration of people and 
activities in cities, creating a spiral of population and 
economic growth. In Latin America, this process started 
strongly in the mid-twentieth century, although in some 
countries, like Argentina, for instance, industrialization 
and urbanization began before that. Economic and trade 
liberalization from the 1990s onwards has brought about 
changes in the model, and this has had knock-on effects 
on cities’ activities and performances.

Currently, cities are the engines of the region’s economies. 
The annual production of the main 40 cities in the region 
exceeds USD 842 billion (approximately one third of 
regional GDP). But the individual weight of a city in any 
one country’s economy depends on a variety of factors. 
Although large cities still play an essential economic role 
in the region, there is also the basis of a group of dynamic 
Intermediatete cities which should play an increasingly 
larger part in national wealth generation.

Urbanization and economic growth 

Studies by UN-Habitat show that, in general, regions 
with higher economic growth tend to experience faster 
urbanization and vice versa37. However, although the 
link between these two factors seems quite clear in Asia, 
analysis shows that in Latin America and the Caribbean 
this relationship is not so clear cut. In recent decades, 
the economies of Latin America and the Caribbean have 
kept up five-year growth periods, but there have been 
short-term economic difficulties. The region’s economic 
performance has been volatile with periods of expansion, 
stagnation and contraction.

Urbanization, however, has been such a forceful process 
that it has shown a positive evolution regardless of the 
economic cycle. The pace of urban growth was particularly 
strong between 1970 and 1990, after which it lost steam 
as urbanization reached higher levels. By 2030, regional 
urban population is forecast to reach 85 per cent and then 
remain stable, as already discussed in Chapter One.

Figure 2.15  
Latin America and the Caribbean - Economic growth 
and urbanization trends measured in index numbersa, 
1970-2009 

100

110

120

130

140

150

160

170

180

1970 1975 1980 1985 1990 1995 2000 2005 2009 2020 2030

PBI per capita % Urbanization

In
de

x 
nu

m
be

r v
al

ue

a Given that they are different variables, index numbers have been used 
for historical comparisons of growth and urbanization.

Source: Urbanization data from UNDESA (2010) and GDP per capita 
from the World Bank. Consulted in July 2011. 

There is also difficulty determining whether economic 
growth and urbanization reinforce each other at the 
nation level, and in this case there is a positive relationship 

Buenos Aires, Argentina. People travelling to work in the rush hour.  
© Guillermo Gallego González


