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Urban Agglomeration Economies

Returns to urban size
Productivity effects
3 to 8 percent (Rosenthal and Strange 2004)
4 percent (Melo et al. 2009 meta)
Relationship to infrastructure
Public capital stocks as input
Attenuates congestion effects of size
Facilitates interactions among firms



Sources of Urban Scale Economies

Source:  Kilkenny (1998); World Bank (2009)



Conceptual and Measurement Issues

 Spatial variation in agglomeration with urban areas
 Transportation as a service flow, not a stock
 Allow for localization, as well as urbanization as source of 

agglomeration
− Urbanization:  access to firms in all industries, geographically 

widespread (external to firms and their industries)
− Localization:  access to firms in same industry, sharply attenuates 

with distance



Variable Definition

 Urbanization
 Proxied by access to regional employment (30 min)

 Localization
 Proxied by access to same-sector employment within 10 min



Access to Jobs (Urbanization)



Access to Jobs – Same Sector (Localization)



Regional Employment Density (2010)



Empirical Implementation

Employment density as a proxy for productivity
Relationship to accessibility (by sector)
Localization vs urbanization effects
Regressions for 20 NAICS 2-digit sectors
Estimates for 2000 and 2010
TAZs as units of analysis (N = 1,200)
Negative binomial specification
Count data
Accounts for large number of zones with zero employment



Data Sources

 Employment density
 LEHD (LODES) workplace-based at block level 
 Aggregated up to TAZ level

 Accessibility/Travel Time
 Met Council regional forecasting model
 TomTom



Data Compatibility

Accessibility measured at TAZ level, employment at block level
Employment aggregated to TAZs
LEHD available since 2002
Matched to 2000 accessibility data
Accessibility for 2000 and 2010 measured differently
Modeled flows vs. link-based measurements (TomTom)



Urbanization/Localization Elasticities and Ranks



Key Findings

Urbanization effects tend to dominate localization effects
Consistent with other findings at higher levels of geographic aggregation (e.g. 
counties)
Localization elasticities tend to be smaller, confined to a few 
sectors (mfg., wholesale, retail)
Service-based sectors tend to have highest density elasticities



Key Findings (continued)

FIRE, Information, Arts/Entertainment, Mgmt of Companies
Traditional CBD-based industries
Significant variation in elasticities across sectors
Elasticities for 2010 generally larger than 2000
Network performance?  Differences in firm/sector behavior?  Measurement 
differences?



Study Limitations

Does not provide direct estimates of productivity effects
Lack of comparability of travel time sources
Limits ability to pool of difference data from other years
Delineation of localization economies



Future Directions

Allow degree of localization to vary by industry
Firm-level data
Production or cost function
Look at particular sources of agglomeration (e.g. labor pooling, 
specialization)
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