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It is little known that Latin America is a region which is as urban as developed economies and much more so
than other emerging regions. How can the region take advantage of the opportunities generated by its high
level of urbanisation?

The concentration of the population in cities often contributes to economic development because it increases
labour supply, generates economies of scale, boosts productivity and productive diversity, among other
factors. Thus, countries with higher levels of urbanisation tend to enjoy higher levels of wealth, better
infrastructure, more human capital and more advanced technologies.

The process of urbanisation in Latin America was and is very different to that of other emerging regions, as it
started earlier and developed more quickly. In 1950, more than 40 % of the Latin American population
already lived in urban areas, in contrast to Asia or Africa (18 % and 14 %, respectively). Today, Latin
America exhibits levels of urbanisation similar to advanced countries. The proportion of people living in
urban areas in the region is currently at 80 %, and countries such as Argentina and Chile have proportions
of 92 % and 90 %, respectively, while the European Union has 75 % and Spain 80 %. It is also expected that
the pace of growth of urbanisation in Latin America will slow in the coming decades, as it is logical given the
high standards already achieved.

However, Latin American countries have relatively poor economic indicators because of their high level of
urbanisation. That is, economic progress in the region has been small despite the strong momentum
generated by the significant increase in urban population. Unlike other regions, Latin America has not been
able to explore the full potential of urbanisation. In this sense, there may have been negative influences
from, for example, the lack of appropriate urban planning and the lack of dynamism in the manufacturing
sector.

More than regretting missed opportunities, Latin America needs to look forward and to define strategies that
take advantage of these urban agglomerations. One of the dimensions of this is the adaptation to the new
digital era. It is important to remember that both demand for and supply of digital products and services tend
to benefit from urban agglomerations. For this reason, Latin American countries should consider the
adoption of policies that accommodate new opportunities generated by the fourth industrial revolution. The
high rates of urbanisation and urban density are comparative advantages that Latin American countries
should explore.

In short, Latin America has the mass of urban population needed to reap the benefits derived from public
policies that prioritise the improvement of productivity and insertion in the new digital economy.
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