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Introduction

Cities are, primarily, economic agglomerations. The drivers of urban growth have
generally been divided between two conceptual and non-mutually exclusive
categories: urbanisation (city/region level) and localisation (industry/sector level)
economies (Duranton & Puga, 1999). Some theories propose that urbanisation
economies drive city size, measured by its population, and hence city size is the
strongest predictor of aggregate economic outputs from a city such as productivity,
GDP and wages (Bettencourt et al., 2007; Fu & Hong, 2011; Rosenthal & Strange,
2004). Thus, larger cities tend to be super-linearly more productive. However, other
research suggests that size alone is not the only determinant of economic function
and outputs, but rather localisation economies, the specific types of industries,
sectors, and occupations that agglomerate in a particular city also have significant
impact on the growth of a city (Sarkar et al., 2020; Shalizi, 2011).

Methods

We investigate the question of how urbanisation and localisation economies interact
over the 30 largest Australian Significant Urban Areas (SUAs). While there is little
consensus on city size classifications globally, for Australia (United Nations, 2018),
we define large cities as SUAs of over 1 million people, mid-sized cities as SUAs of
between 500,000 and 1 million people, small cities as between 100,00 and 500,000
people, and large towns as a population of between 50,000 and 100,000 people (see
Figure 1 below). 

Our research explores a set of variables starting with city size and other
economically significant factors: (a) the internal economic structure of cities
(industrial and occupation), (b) their geographic proximities as an indicator of
interaction potential, and (c) the networks of actual spatial interactions between them
(e.g. internal migration). For the intent of this paper, we primarily focus on the
unexpected and novel findings about the internal economic structure of Australian
cities. 

Results and Analysis

In our analysis, we find that different states in Australia have diverse patterns and
distributions of urbanisation and do not follow simple size-based predictions.
Unsurprisingly, there is a skew in population concentration in the five large cities,
which are also the capital cities of different states. In most states, we also find that
small cities commonly in close proximity to capital cities play very different economic
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roles as compared to small cities of the same size not in proximity to large cities.
Smaller cities experience significant interactions with its larger neighbour, most
noticeably in terms of population movements and migration. 

Figure 1: City size within the Australian Context (Authors)

Upon further examination, Queensland presents itself as an interesting case study in
several ways. First, the state is home to Australia’s only ‘missing middle’ mid-sized
city, Gold Coast – Tweed Heads with a population of approximately 624,000 people.
Also, apart from other more sparsely populated states / territories of Tasmania and
Northern Territory, Queensland, despite being the third most populous state in
Australia, is also a state where less than half the population resides in its capital city,
in sharp contrast to Sydney and Melbourne, where respectively 59% and 73% of the
state population reside. 

Further, Queensland not only has less than half its population living in the state
capital, Brisbane also the third largest city in Australia, but also has a
disproportionate representation of the number of SUAs within the 30 largest cities in
Australia. The population of Queensland’s 10 largest SUAs summate to
approximately 82% of the state’s population. This high percentage, alongside
Victoria, represents the highest percentage of population living within the largest
SUAs in the 30 largest SUAs in Australia within each state. This suggests that
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Queensland’s urban population is more evenly distributed throughout cities which
are not classified as large cities. 

To investigate the impacts of localisation economies on Australian cities, we
investigate the industry and occupation structure of the workforce, by measuring the
(i) specialisation index of cities - highest concentration of people employed in
industries and occupations in cities and (ii) the diversity index - the amount of
industries and occupations with significant deviations away from the national
average in a city. 

The analysis confirms that large cities are the locations of agglomeration for
knowledge-based industries but also reveals that as populations of SUAs decrease
from large cities, the specialisations of these SUAs both in industrial and
occupational terms, increasingly become manufacturing and physical production and
population serving. This observation from the results, particularly for cities which are
less internationally connected, supports previous research that Australian cities are
linked to their hinterlands and often are the service centres for economic activities
related to their hinterlands (Frost, 2014). There are, however, a few anomalies and
surprises.

Canberra – Queanbeyan (small city) with a population of approximately 439,000
people, has a high concentration of knowledge-based industries and occupations,
specifically in ICT and related fields . Apart from its overall industry specialisation in
defence and public administration, Canberra also has the highest concentration of
workers in the ‘Computer System Design and Related Services’ industry and
‘Specialist Managers’ and ‘ICT Professionals’ occupations. These specialisations
reflect Canberra’s role as the national capital, supporting highly skilled jobs and
industries. 

Apart from Canberra, Sydney and Melbourne, the only other cities which registered
highest specialisations for knowledge-based industries or occupations are Cairns
(small city) and Gold Coast – Tweed Heads (mid-sized city). Both these cities are in
Queensland and are also ranked the highest for ‘Rental and Hiring Services (except
Real Estate)’ and ‘Property Operators and Real Estate Services’ respectively. This
suggests that there is potential for mid-sized and small cities to establish
agglomerations of knowledge-based industries. 

Conclusion

The analysis confirms that within the Australian context, city size is not the only
variable which affects a city’s role within the urban system. The findings suggest that
each state’s urban system is unique but is connected nationally, where spatial
distances and the industrial / occupational structure within each city, play a greater
role in determining a city’s economic role or hierarchy. In future research, we will
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focus on the economic interactions between cities to further investigate the urban
economic geography of Australia. 
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