Decoding Indian Cities
Classifications In Tier I, 11, Ill, IV

In the vast expanse of India, cities emerge as vibrant hubs of commerce,
culture, and opportunity. To comprehend and navigate this diverse urban
landscape, the Indian government has classified cities into four distinct tiers:
Tier I, Il, Ill, and IV. These classifications serve as valuable indicators,
shedding light on factors such as population size, infrastructure development,
economic growth, and quality of life. This article aims to delve into the
intricacies of these city classifications, unravelling the characteristics and
implications associated with each tier.

Join us on this insightful journey as we decode the classifications shaping
India's urban fabric.

Purpose Of Tier Classification For Cities
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Cities are classified into tiers for the following reasons:

1. Administrative efficiency: Tier classification allows governments to
manage and govern cities more effectively by providing a framework for
resource allocation, policy implementation, and decision-making.

2. Economic assessment: Tiers help assess a city's economic strength
and potential, enabling businesses and investors to identify lucrative
markets and opportunities for growth.

3. Urban planning and infrastructure: Classification assists in urban
planning initiatives and infrastructure development by prioritising
resource allocation and ensuring appropriate attention to cities in need of
development.

4. Investment considerations: Tiers help businesses and investors
evaluate potential markets based on the size of the consumer base,
business environment, and purchasing power of cities.



5. Quality of life assessment: The tier system serves as an indicator of a
city's overall quality of life and social development, guiding policymakers
and researchers in identifying areas for improvement and resource
allocation.

Definition And Parameters Of City Classification Tiers
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The classification of Indian cities into different tiers is a methodical
categorisation based on specific parameters. These parameters encompass
population size, economic development, infrastructure, educational institutions,
healthcare facilities, and administrative importance. By considering these
factors, the tier system provides a structured framework for understanding the
varying degrees of urbanisation, development, and opportunities across cities
in India.

1. Population Size: The size of a city's population plays a pivotal role in
determining its tier classification. Tier | cities have the largest population,
followed by Tier Il, lll, and IV cities.



2. Economic Development: The economic indicators, such as gross
domestic product (GDP), employment opportunities, and per capita
income, are crucial parameters for city-tier assessment. Higher-tier cities
generally exhibit greater economic activity and a more robust business
environment.

3. Infrastructure: The level of infrastructure development is a significant
criterion for city classification. Tier | cities are characterised by well-
developed transportation networks, modern airports, extensive
roadways, and advanced communication systems. Infrastructure
gradually becomes less developed as we move down the tiers.

4. Educational Institutions and Healthcare Facilities: The presence of
educational institutions and healthcare facilities is considered when
classifying cities. Tier | cities often have prestigious universities,
research institutions, and top-notch healthcare centres. The availability
and quality of these facilities may vary as we move to lower-tier cities.

5. Administrative Importance: The administrative importance of a city,
particularly its role as a state or regional administrative centre, also
influences its tier classification. Cities with significant administrative
functions tend to be placed in higher tiers.

Tier | Cities: Thriving Urban Centres
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Tier | cities in India represent the epitome of urban development, offering a
wealth of opportunities and amenities. Here are some notable Tier | cities in
India, including Bengaluru, Delhi, Chennai, Hyderabad, Mumbai,

Pune, Kolkata, and Ahmedabad.

These cities serve as major economic, commercial, and cultural hubs, drawing
both national and international attention. They boast exceptional infrastructure,
world-class educational institutions, and diverse industries. These Tier | cities
attract a diverse population, fostering cultural diversity and innovation, and
offer abundant employment opportunities.

Tier Il Cities: Emerging Urban Centres
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Tier Il cities in India are witnessing rapid growth and urbanisation, presenting
promising opportunities for development. Here are some notable Tier Il cities in
India, including Amritsar, Bhopal, Bhubaneswar, Chandigarh, Faridabad,
Ghaziabad, Jamshedpur, Jaipur, Kochi, Lucknow, Nagpur, Patna, Raipur,
Surat, Visakhapatnam, Agra, Ajmer, Kanpur, Mysuru, and Srinagar.

These Tier Il cities are experiencing significant economic and infrastructural
advancements, attracting investments and fostering business growth. They
offer a range of industries, educational institutions, and healthcare facilities,
catering to the needs of their growing populations.

Tier Il Cities: Growing Urban Centres
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Tier Il cities in India are emerging as significant centres of growth and
development. Here are some notable Tier Il cities, including Amritsar, Bhopal,
Bhubaneswar, Chandigarh, Faridabad, Ghaziabad, Jamshedpur, Jaipur,
Kochi, Lucknow, Nagpur, Patna, Raipur, Surat, Visakhapatnam, Agra, Ajmer,
Kanpur, Mysuru, and Srinagar.

These cities are witnessing rapid urbanisation and are experiencing
advancements in infrastructure, industry, and services. They offer a range of
opportunities in sectors such as manufacturing, IT services, healthcare,
education, and more. Tier Il cities are becoming attractive destinations for
investment and are playing a crucial role in the economic growth of their
respective regions.

Tier IV Cities: Developing Urban Centres
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Tier IV cities in India encompass smaller urban centres and towns that are
gradually experiencing growth and development. Among these Tier IV cities
are Banswara, Bhadreswar, Chilakaluripet, Datia, Gangtok, Kalyani,
Kapurthala, Kasganj, Nagda, and Sujangarh.

These cities may have more limited amenities compared to higher-tier
counterparts, but they offer unique opportunities and contribute to the regional
economy. Each city showcases its own distinct local culture, industries, and
natural resources. As these Tier IV cities continue to evolve, efforts are being
made to enhance infrastructure, promote investment, and improve the quality
of life for their residents.

Banswara, Bhadreswar, Chilakaluripet, Datia, Gangtok, Kalyani, Kapurthala,
Kasganj, Nagda, and Sujangarh are all playing a vital role in fostering inclusive
growth and providing employment opportunities within their respective regions.
These cities represent the diversity and potential found in the evolving
landscape of Tier IV urban centres in India.

Government Initiatives: Driving Urban Development



De
1o
(@] Dg D
e/
0%c

0
o Ao A =,
R 3&' -} ‘ix_t%-‘:

g

=
0

Qge

(5]

O
&
={Bo
—t
DeDoDo

0 0o

Do
Do

T £ in o Q0
Q) @8 ﬂﬁw Ll

Image Source: iStock

The Indian government has launched key initiatives to drive urban
development:

1.

Smart Cities Mission: Transforming 100 cities, including Tier Il and IlI,
into sustainable and citizen-friendly urban centres through improved
infrastructure and smart solutions.

. Atal Mission for Rejuvenation and Urban Transformation (AMRUT):

Providing basic infrastructure and services in Tier Il, lll, and IV cities,
focusing on water supply, sanitation, urban transport, and green spaces.

. Pradhan Mantri Awas Yojana (PMAY): Urban: Ensuring affordable

housing for all by 2022, with financial assistance and subsidies for
construction and renovation projects.

Swachh Bharat Mission (Urban): Achieving cleanliness and sanitation
In urban areas, eliminating open defecation, and promoting waste
management and hygiene practices.

. Urban Infrastructure Development Scheme for Small and Medium

Towns (UIDSSMT): Strengthening urban infrastructure in Tier Il and IV
cities, improving water supply, roads, drainage systems, and essential
urban facilities.



These initiatives demonstrate the government's commitment to inclusive urban
development, promoting sustainable growth and improving the quality of life for
residents across different tiers of cities.

Implications And Future Prospects
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The classification of Indian cities into tiers has significant implications for
regional development, economic opportunities, infrastructure, and employment
patterns. By understanding these implications and considering future
prospects, policymakers can foster balanced growth and create a sustainable
urban landscape.

1. Balanced Development: The tier classification system helps direct
resources and investments towards different cities, promoting balanced
regional development and reducing disparities.

2. Economic Opportunities: Tier | cities attract investments and offer
abundant employment opportunities, but leveraging the potential of
lower-tier cities can decentralise economic activities and unlock growth
in smaller urban centres.



3. Infrastructure Development: The tier classification guides
infrastructure planning, necessitating the enhancement of connectivity
and amenities in lower-tier cities to improve quality of life and attract
investments.

4. Employment and Migration: Tier | cities experience significant
migration, straining infrastructure. Developing lower-tier cities can create
employment opportunities closer to hometowns, reducing migration and
easing pressure on major urban centres.

5. Future Prospects: The classification system should be periodically
reviewed and updated to reflect evolving urban landscapes. Future
prospects lie in leveraging each tier's strengths, promoting sustainability,
and creating inclusive cities.

Real Estate Trends In Tier-l, I, Ill, IV Cities: An Overview

The real estate sector in India experiences varying trends and dynamics
across different tiers of cities. Here is an overview of the real estate trends in
each tier, highlighting the key factors driving the market:

Tier-1 Cities:

Bengaluru, Delhi, Chennai, Hyderabad, Mumbai, Pune, Kolkata, and
Ahmedabad are Tier-I cities with mature real estate markets.

High demand for residential and commercial properties due to robust
economic activities and employment opportunities.

Rising property prices, especially in prime locations, are driven by limited land
availability and high population density.

Increasing focus on integrated townships, luxury apartments, and smart homes
to cater to the lifestyle preferences of the urban population.

Growth in co-working spaces and flexible office spaces to accommodate the
changing work culture.

Tier-1l Cities;

Amritsar, Bhopal, Bhubaneswar, Chandigarh, Faridabad, Ghaziabad,
Jamshedpur, Jaipur, Kochi, Lucknow, Nagpur, Patna, Raipur, Surat,
Visakhapatnam, Agra, Ajmer, Kanpur, Mysuru, and Srinagar fall under Tier-l
cities with emerging real estate markets.



Increasing investment opportunities, improved infrastructure, and expanding
economic activities are driving the real estate sector.

Growing demand for affordable housing, mid-segment residential projects, and
commercial spaces.

Rise in organised retail and shopping malls to cater to the changing consumer
preferences.

Development of industrial parks and special economic zones (SEZs) attracting
commercial and industrial investments.

Tier-1ll Cities:

Tier-111 cities like Banswara, Bhadreswar, Chilakaluripet, Datia, Gangtok,
Kalyani, Kapurthala, Kasganj, Nagda, and Sujangarh are witnessing gradual
real estate development.

Increasing interest from investors and developers due to lower land costs and
untapped potential.

Focus on affordable housing projects, especially for first-time homebuyers and
middle-income groups.

Growing demand for commercial spaces, particularly in sectors like education,
healthcare, and hospitality.

Infrastructure development initiatives and improved connectivity are boosting
real estate activities in these cities.

Tier-1V Cities:

Tier-1V cities consist of smaller urban centres and towns across the country,
with emerging real estate markets.

Limited real estate activities primarily focused on local needs and regional
development.

Growing demand for residential properties, including plotted developments and
smaller housing projects.

Development of local markets, small shopping complexes, and retail outlets to
cater to the local population.



Focus on sustainable and eco-friendly construction practices in line with the
growing awareness of environmental impact.

Conclusion

In conclusion, the real estate trends in Tier-I, Il, lll, and IV cities reflect the
diverse dynamics of India's urban landscape. Tier-I cities continue to
experience high demand and rising property prices, while Tier-1l cities withess
emerging opportunities for investment and development. Tier-Ill and IV cities,
on the other hand, show gradual growth and increasing focus on affordable
housing. Understanding these trends helps stakeholders navigate the real
estate market and capitalise on the opportunities presented by each tier.



