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Figure left: 柏谷増男(1987), 大都市における地価形成―理論から現実へ―, 日本不動産学会誌, 2(3), p.15 図3 
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Urban Stylized Facts
7 /32

● Each city has typically a single city center 
• CBD: Central business district 

• Bigger cities can have multiple centers 

● As we go away from the city center …… 
• Land rent ↑ 

• Housing size ↓ 

• Population density ↓ 

⇒ The monocentric city model (Alonso–Muth–Mills model) 

• The fundamental trade-off: Accessibility vs. Floor Space



Key Assumptions
8 /32

● There is an exogenous, single CBD (= “monocentric” city)  
• In reality, cities can have multiple business centers 

• Also, why does this center exist in the first place? (⇒ economics of agglomeration)  

● Housing are malleable 
• No material adjustment cost for housing construction / deconstruction 

● Featureless plain 
• No exogenous difference in topography or climate.  

● The CBD is a single point 

● Opportunity cost of land is a fixed constant 
• “Agricultural rent”



A City with Homogeneous Households
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● Space 

The rest are discussed on the whiteboard 

(broad outline given as slides)
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Utility Maximization of Households
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Bid Rent
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Basic Properties of Bid Rent
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Spatial Equilibrium
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Some Equivalences
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Indirect Utility Approach
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Spatial Equilibrium
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Amenities
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A Simple Worked Example
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Endogenous Amenities
19/32



Urban Aggregates
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System of Cities
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A City with Heterogeneous Households
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Bid Rents
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Relative Steepness
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Spatial Equilibrium
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