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City Economic Regions and Urban Growth

renewed

2026-27 places
emphasis on cities as engines of economic growth.
The Budget speech makes it clear that India’s
future growth will not be driven by a few large
metropolitan centres alone, but by a wider network
of cities that can support industry, services, and
employment. This shift reflects an understanding

that urbanisation, if planned and supported
properly, can significantly boost productivity and
living standards.

The Budget recognises that rapid economic
expansion is already pushing growth beyond major
metros into Tier-Il and Tier-lll cities. However, it also
acknowledges that without adequate
infrastructure, governance capacity, and planning,
this expansion can lead to congestion, inefficiency,
and uneven development. The concept of City
Economic Regions is therefore introduced as a way
to manage and guide urban growth more
effectively.

City Economic Regions are envisaged as
integrated urban clusters where cities and
surrounding areas function as unified economic
units. By aligning infrastructure, housing, transport,
and industrial development across administrative
boundaries, the Budget seeks to unlock the
economic potential of emerging urban centres
while avoiding the pitfalls of unplanned urban
sprawl.

Why City Economic Regions Matter

The Budget highlights that economic activity does
not follow municipal boundaries. Manufacturing
units, service hubs, logistics centres, and residential
areas often spread across multiple local
jurisdictions. Treating cities in isolation can
therefore limit planning effectiveness and create
coordination challenges.

By promoting City Economic Regions, the
Government aims to improve coordination across
urban and peri-urban areas. This approach allows
for better integration of transport networks,
industrial zones, housing, and public services. It
also supports the creation of larger labour markets,
making it easier for businesses to access skilled
workers and for workers to access employment
opportunities.

The focus on City Economic Regions also aligns
with the broader objective of balanced regional
development.

Strengthening multiple urban centres reduces
excessive pressure on metros and helps distribute
economic growth more evenly across states and
regions.

Infrastructure and Mobility Within
City Economic Regions

The Budget 2026-27 places strong emphasis on
infrastructure as the foundation of City Economic
Regions. Efficient mobility systems are presented
as essential for integrating cities with their
surrounding areas. Investments in urban transport,
regional rail connectivity, and high-capacity road
networks are intended to reduce travel time, lower
costs, and improve access to jobs and markets.

The Budget highlights the importance of
multimodal transport systems that connect
residential zones with industrial parks, logistics
hubs, and commercial centres. By improving last-
mile and inter-city connectivity, City Economic
Regions are expected to function as unified labour
and consumer markets rather than fragmented
urban pockets.

Role of Tier-ll and Tier-lll Cities in
Urban Expansion

A significant focus of the Budget is on
strengthening Tier-1l and Tier-lll cities as drivers of
future urban growth. These cities are seen as
natural beneficiaries of spillover economic activity
from larger metros, offering lower land costs,
emerging talent pools, and opportunities for
planned development.

The Budget positions City Economic Regions as a
way to harness this potential while avoiding the
congestion and infrastructure stress faced by
major metropolitan areas. By supporting industrial
clusters, service hubs, and housing development in
and around smaller cities, the Government aims to
create more balanced and  sustainable
urbanisation patterns.
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Urban Governance and Financing
Challenges

The Budget recognises that successful City
Economic  Regions require strong urban
governance and adequate financing. Coordination
across multiple local bodies and state agencies is
critical for integrated planning and execution. The
speech highlights the need for better planning
frameworks and institutional capacity at the city
and regional levels.

Financing urban infrastructure is also addressed
through a mix of public investment and innovative
funding mechanisms. Municipal bonds, structured
financing, and private participation are positioned
as tools to support long-term urban infrastructure
needs while reducing dependence on direct
budgetary support.

Linkages With Manufacturing and
Services

City Economic Regions are closely linked to the
Budget's broader focus on manufacturing and
services. Urban clusters provide the physical and
institutional environment needed for industrial
growth, innovation, and service-sector expansion.
Manufacturing parks, logistics hubs, IT corridors,
healthcare centres, and education institutions are
expected to benefit from integrated urban
planning.

By aligning city development with industrial and
service strategies, the Budget aims to improve
productivity, attract investment, and generate
employment across skill levels. City Economic
Regions thus act as platforms where infrastructure,
industry, and human capital converge.

Conclusion: Cities as Engines of
Balanced Growth

The Union Budget 2026-27 positions City Economic
Regions as a key instrument for managing India’s
next phase of urbanisation. By promoting
integrated planning, strengthening infrastructure,
and empowering Tier-Il and Tier-lll cities, the
Budget seeks to unlock urban growth while
maintaining balance and sustainability.

Rather than allowing unplanned expansion, the
City Economic Region approach offers a structured
pathway for cities to grow as engines of economic
activity. If implemented effectively, it can support
manufacturing,  services, employment, and
improved quality of life, making urbanisation a
source of strength rather than strain.
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