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The Relationship Between Urbanization 
and Household Income:
Lesson From Amhara Region Metropolitan Cities
Melaku Kebede, Bahir Dar University, Ethiopia

ABSTRACT

Asurbanizationhasoccurredwithouttheattendantgrowthanddevelopmentspillovers
inunderdevelopednationsincludingEthiopia,thephenomenonbroughtundesirable
socialandeconomicconsequences.Thisarticleinvestigatestherelationshipbetween
urbanizationandurbanhouseholdincomeandhousingproblem.Structuralequation
modelingwasusedtorunmediationanalysis.Correlationandregressionanalyseswere
alsocarriedouttomeasurethedirectionandmagnitudeoftheeffectoftheindependent
variable on the dependent. Regression analysis results indicate the existence of a
significantdirecteffectofurbanizationonlimitationsinincomegeneratingcapacity
ofcitizens.Thisarticlerecommendstakingpolicymeasurestoincludedevelopment
agendasofsmallandmediumtownsintoregionalplansastheyabsorbtheinfluxto
largecitiesandcanhelpmigrantsexperiencethechallengingcomplexurbanlifestep
bystep.Inaddition,apolicyinterventionintheareaoflandtenuresystemandreal
estatedevelopmentisrequiredbeforethehousingproblemsgetsworsened.
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1. INTRodUCTIoN

Urbanizationistheprocessbywhichlargenumbersofpeoplebecomepermanently
concentratedinrelativelysmallareas,formingcities.

Therearethreecomponentsofurbanpopulationgrowth:naturalgrowthofurban
population,rural-urbanmigrationandthereclassificationofareaspreviouslydefined
asrural.Naturalincreaseprovidesabaseforurbanpopulationgrowthrates,andrural-
urbanmigrationandreclassificationsupplementthisgrowth.

People may move to the city because they are pushed by poverty from rural
communitiesortheymaybepulledbytheattractionsofcitylives.Combinationof
thesepushandpullfactorscanalsobeonereasonformovingtocities.Inmanypartsof
theworldruralpopulationgrowthandshortageofarablelandarethemajorproblems.
Eventhoughthelandholdingshavebeenquitebigtheyaretobedividedwithseveral
childrenandeventually,theirchildren.Thesecircumstancesmakemigrationtheonly
opportunitytofarmingpeople.Thingsaremadeworsebyenvironmentaldeterioration
(Gugler1997).

Research findings clearly indicate people with low and unstable incomes that
liveinsettlementswithinadequateinfrastructurearethebyproductsofunmanaged
urbanization.Thisistrueinmanylowandmiddleincomecountries.Informalsector
activitiesandcasuallabourarethemajorsourceofemploymentopportunitiesforthe
urbanpoor.This typeofemploymentcanonlyprovide lowandirregularearnings.
“Inlow-incomenations,informalemploymentaccountsforhalftothree-quartersof
allnon-agriculturalemployment.Theglobaleconomiccrisisthatstartedin2008has
hadadevastatingimpactoninformalsectorworkers,leadingtorisingcostsforfood,
fuelandtransportandincreasedcompetitionfromworkerslaidofffromformalsector
jobs.Foodinsecurityisthemostsevereimpactofthecrisis”(TacoliC.,2013).

From the labour market it is possible to see that the youth are suffering a lot
than the adult people from unemployment and which is long-term unemployment.
Youngpeoplearenotgiventheappropriatemarket-orientedskills,opportunitiesand
informationthatarenecessarytojointhelabourmarket.Thisinturnhasanimpact
ontheirincomegeneratingcapacity.Thelong-termunemployedoftenfaceanumber
ofpronouncedbarrierstofindingwork.Forastart,theperiodtheyhavespentoutof
workcanitselfcreateproblemsbecauseofissueswithconfidenceaswellasnegative
signaling to employers. The more time a person spends away from the workforce,
themorereluctantemployersbecometohirethatperson.Therationalebehindtheir
decisionpositsthatskillscandeteriorateonceapersonisoutofworkforaprolonged
period.Employersmayalsoassumenegativeattitudestowardspeoplewithasignificant
gapintheirrésumé,oftenbelievingthemtobelessproductivethanotherapplicants.

Thepurposeofthisparticularstudywastoinvestigatetheeffectofurbanization
onincomegeneratingcapacityofcitizensintheEthiopiancontext.
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