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Residential Land Price (million JPY/m?)

Inoue, R., Kigoshi, N., & Shimizu, E. (2007). Visualization of spatial distribution and Temporal change of land prices for residential use in Tokyo 23 wards using Spatio-Temporal Kriging. In Proceedings of
10th international conference on computers in urban planning and urban management (Vol. 63, pp. 1-11).
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Duranton, G., & Puga, D. (2015). Urban land use. In Handbook of Regional and Urban Economics (Vol. 5, pp. 467-560). Elsevier.
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Urban Stylized Facts

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

e Bigger cities can have multiple centers

e As we go away from the city center ......
e Landrent

* Housing size |
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(1933-1999) (1927-2018) (1928-2021)

= The monocentric city model (Alonso—Muth—-Mills model)

 The fundamental trade-off: Accessibility vs. Floor Space



Key Assumptions

e There is an exogenous, single CBD (= "monocentric” city)
* |n reality, cities can have multiple business centers

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

e Housing are malleable
* No material adjustment cost for housing construction / deconstruction

e Featureless plain
* No exogenous difference in topography or climate.

e The CBD is a single point

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



A City with Homogeneous Households

e Space

CD distance d

The rest are discussed on the whiteboard

(broad outline given as slides)



Utility Maximization of Households



Bid Rent




Basic Properties of Bid Rent




Spatial Equilibrium




Some Equivalences




Indirect Utility Approach




Spatial Equilibrium




Amenities




A Simple Worked Example




Endogenous Amenities




Urban Aggregates




System of Cities



A City with Heterogeneous Households




Bid Rents




Relative Steepness




Spatial Equilibrium




