
0
5

10
15
20
25
30
35
40
45

1970 1980 1990 2000

% of Metropolitan Area Populatin 
in Central City

Suburbanization



Outline

• Central Cities vs Suburbs

• Why Did Suburbs Grow?

• Decentralization of Employment and the
Monocentric City

• Is Suburbanization Efficient?



Central Cities vs Suburbs

• Decentralization of employment

• http://socds.huduser.org/index.html





Theories of Suburban Growth

• Increase in real income

• Decrease in commuting cost

• Negative externalities of city life

• High taxes in cities and fragmented
government

• Subsidies to home ownership



Paradise Lost

Urban residential patterns depend on
“availability of fast mode of transportation

that is cheap enough to be used
economically by rich but is too costly for

poor.”

Leroy and Sonstelie, 1983



Historical Examples
• 1850-1860 - Walking principal means of

transport; Rich lived in CBD

• Omnibus and commuter railroads create
some suburbs for very, very rich

• Post 1860 - Streetcars -- rich lived in
suburbs

• As wages rose, streetcar became more
affordable

• Private automobile recreated affordability
gap



Factors that Increase Pace of
Suburbanization

• Old Housing Stock (Bradbury, Downs and
Small, 1982)

• Relatively High Taxes (Bradbury, Downs
and Small, 1982; Frey, 1979)

• Large Black Population (Bradbury, Downs
and Small, 1982)

• High Crime Rate (Frey,1979)



Decentralization of People and Jobs

Source: Glaeser and Kahn, NBER W8117, February 2001



Three Cities

Source: Glaeser and Kahn, NBER W8117, February 2001



Decentralization by Industry

Source: Glaeser and Kahn, NBER W8117, February 2001



Do Housing Prices Decline with
Distance?

• In cities where employment is centralized,
housing prices decline with distance.

• Decline is “milder” in cities where
employment is not centralized.

Source: Glaeser and Kahn, NBER W8117, February 2001



Does Commute Time Increase
with Distance from Center?

• In decentralized cities,commute times
barely rise with distance from the center.

• People in low density areas commute longer
distances but at higher speeds.

Source: Glaeser and Kahn, NBER W8117, February 2001



Does Income Increase with Distance from CBD?



Are Cities Polycentric?

Source: Glaeser and Kahn, NBER W8117, February 2001



What Factors Lead Firms to Suburbs?

• Age is not strongly correlated with centralization.

• Greater share of labor force in manufacturing
leads to greater decentralization

• Worker suburbanization is strong predictor of an
industry’s suburbanization.

• Intellectually intensive industries more
centralized.

• Higher transport costs lead to greater
suburbanization

• Politics matters

Source: Glaeser and Kahn, NBER W8117, February 2001



Suburbs and Economic Efficiency

• Externalities
– Congestion

– Pollution

• Distortion of incentives


