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The Central ParadoxThe Central Paradox

Why is it that in an era in which transportation and Why is it that in an era in which transportation and 
communication costs have virtually vanished, cities communication costs have virtually vanished, cities 
have become more important than ever?  have become more important than ever?  

Urban resurgence is visible in high income levels, Urban resurgence is visible in high income levels, 
robust housing prices, and a concentration of robust housing prices, and a concentration of 
innovation in urban areas. innovation in urban areas. 

This is even clearer in the developing world.  This is even clearer in the developing world.  
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Urbanization Across the WorldUrbanization Across the World

Log of GDP 1998

 % population urban 1998, WDI200  Fitted values
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The HypothesisThe Hypothesis

One major effect of globalization has been an One major effect of globalization has been an 
increase in being smart.  increase in being smart.  
You become smart by being around other smart You become smart by being around other smart 
peoplepeople–– we are a social species.  we are a social species.  
Cities, like Boston and New York and London Cities, like Boston and New York and London 
and Bangalore make that possible.   and Bangalore make that possible.   
The same death of distance that did so much to The same death of distance that did so much to 
hurt Detroit helped save Boston and NYC.  hurt Detroit helped save Boston and NYC.  



Reflections on SingaporeReflections on Singapore

First, any American in Singapore must come to First, any American in Singapore must come to 
learn more than to teach.  learn more than to teach.  
An example of the power of cities to innovate An example of the power of cities to innovate 
and produceand produce–– and a model of leadershipand a model of leadership
Will future change be top down or bottom up?Will future change be top down or bottom up?

Small firmsSmall firms
Industrial DiversityIndustrial Diversity
Human capitalHuman capital



The Fight for TalentThe Fight for Talent

Singapore is extremely good at producing its Singapore is extremely good at producing its 
own talent, but will it be able to retain and own talent, but will it be able to retain and 
attract enough going forward.  attract enough going forward.  
The difficulties of climate and limited land area. The difficulties of climate and limited land area. 
Making housing more affordableMaking housing more affordable–– which means which means 
making supply more efficient.  making supply more efficient.  
The challenges of providing public spaceThe challenges of providing public space
Air conditioning and climate changeAir conditioning and climate change



The Urban Role in CivilizationThe Urban Role in Civilization

Start with the basics: clothing and food. Start with the basics: clothing and food. 
By the time you get to our own country, it is By the time you get to our own country, it is 
cheap enough to ship food that you get cheap enough to ship food that you get ““food food 
cities,cities,”” but 1,000 years, cities like Bruges and but 1,000 years, cities like Bruges and 
Florence were Florence were ““clothing citiesclothing cities”” specializing in specializing in 
wool. wool. 
Urban density enabled markets to work and Urban density enabled markets to work and 
spread human capital and shared machines. spread human capital and shared machines. 





The Gifts of Urban DensityThe Gifts of Urban Density

Art in Flanders (van Art in Flanders (van EycksEycks, , CampinCampin, , MemlingMemling))
Commercial patrons and learning Commercial patrons and learning 

ReligionReligion
The Brethren of the Common Life (Adrian IV, The Brethren of the Common Life (Adrian IV, 
Erasmus, Martin Luther) Erasmus, Martin Luther) 

Education and LiteracyEducation and Literacy
CaxtonCaxton and Gutenbergand Gutenberg

Political unrest and democracy (Political unrest and democracy (ConinckConinck))



Chicago HistoryChicago History

America has an enormously fertile hinterland, America has an enormously fertile hinterland, 
but it is extremely expensive to access.but it is extremely expensive to access.
In 1816, cost of moving goods 32 miles is more In 1816, cost of moving goods 32 miles is more 
expensive than moving across the Atlantic.expensive than moving across the Atlantic.
The big story of the 19The big story of the 19thth century is the century is the 
construction of a transport networkconstruction of a transport network–– water and water and 
rail that allows access to the hinterland.  rail that allows access to the hinterland.  



Chicago ContinuedChicago Continued

Chicago is the creation of two canals:  Illinois Chicago is the creation of two canals:  Illinois 
and Michigan and Erie, and then rails.and Michigan and Erie, and then rails.
First exporting live beef and salted pig.First exporting live beef and salted pig.
Pigs are corn with feet, and Chicago is allowing Pigs are corn with feet, and Chicago is allowing 
access to high productivity Iowa land (about 50 access to high productivity Iowa land (about 50 
percent more fertile than Kentucky). percent more fertile than Kentucky). 
Then as transport costs fall (and refrigeration) Then as transport costs fall (and refrigeration) 
there is a move to dressed beef and wheat. there is a move to dressed beef and wheat. 





Buenos AiresBuenos Aires

Buenos Aires is also a port that moves Buenos Aires is also a port that moves 
agricultural products to eastern markets.agricultural products to eastern markets.
Starts with lower value, but highly durable goods Starts with lower value, but highly durable goods 
(hide and tallow trade).  (hide and tallow trade).  
Steam and Steam and frigorificosfrigorificos make it possible to shift make it possible to shift 
chilled beef and mutton.  chilled beef and mutton.  
As rail got more effective, grain came to As rail got more effective, grain came to 
supplement the animal stocks.  supplement the animal stocks.  



Why Does Chicago Stay Rich and Why Does Chicago Stay Rich and 
Buenos Aires Decline?Buenos Aires Decline?

Levels of Physical CapitalLevels of Physical Capital
In 1914, Capital per worked is 2.25 times higher in In 1914, Capital per worked is 2.25 times higher in 
Chicago than in BA; value added is 2.5 times higherChicago than in BA; value added is 2.5 times higher

Levels of Human CapitalLevels of Human Capital
In 1895, literacy rate of native born in BA is 75 In 1895, literacy rate of native born in BA is 75 
percent; in Chicago it is 98 percent.percent; in Chicago it is 98 percent.

TechnologyTechnology
Chicago is on the cutting edge (cars, skyscrapers)Chicago is on the cutting edge (cars, skyscrapers)

Political InstitutionsPolitical Institutions



The Problematic 20The Problematic 20thth CenturyCentury

The Automobile made public transportation oriented The Automobile made public transportation oriented 
cities seem somewhat obsolete.cities seem somewhat obsolete.

The truck freed manufacturing from needing to cluster The truck freed manufacturing from needing to cluster 
around ports and rail stations.  around ports and rail stations.  

Declining transport costs created a rise in consumer Declining transport costs created a rise in consumer 
cities over cities oriented around productive advantages cities over cities oriented around productive advantages 
like waterways.like waterways.



The Decline of the Costs of Moving GoodsThe Decline of the Costs of Moving Goods
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The Move to WarmthThe Move to Warmth

Figure 24: 1980-2000 Population Growth and Mean January Tmp.
January mean temperature 1980

 Log Change in Population 1980-2  Fitted values
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Figure 8: Density and City Growth 1920-1980
dens20

 Population Grow th 20-80  Fitted values
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Why DidnWhy Didn’’t New York and London t New York and London 
Die? Die? 

In 1900, the fundamental business of American In 1900, the fundamental business of American 
cities was producing and moving goods around cities was producing and moving goods around 
by rail and water. by rail and water. 

Chicago and hogsChicago and hogs
New York and sugar, cotton, booksNew York and sugar, cotton, books

Making stuff on waterways had a huge cost Making stuff on waterways had a huge cost 
advantage, but this was killed by the 20advantage, but this was killed by the 20thth

century.  century.  
The result was the crisis of the 1970sThe result was the crisis of the 1970s



The Rebirth of Boston, NYCThe Rebirth of Boston, NYC

IdeaIdea--oriented industries rose in places that were oriented industries rose in places that were 
once centers of manufacturing. once centers of manufacturing. 
New YorkNew York’’s early industries are sugar refining, s early industries are sugar refining, 
publishing (stolen books) and garmentspublishing (stolen books) and garments
Finance in New York and an urban chain of ideasFinance in New York and an urban chain of ideas

Understanding risk and return with dataUnderstanding risk and return with data
The sale of riskier assets (The sale of riskier assets (MilkenMilken))
The use of risky assets to restructure companies (KKR)The use of risky assets to restructure companies (KKR)
The nationwide sharing of risk (The nationwide sharing of risk (RanieriRanieri and and MBSsMBSs))
The sale of data tools (Bloomberg)The sale of data tools (Bloomberg)



Reinventing BostonReinventing Boston

A consistent lack of comparative advantageA consistent lack of comparative advantage
The colonial era The colonial era ponziponzi schemescheme
The 1648 The 1648 BahamaBahama food crisis and the move to food crisis and the move to 
exporting livestock, grain and wood southexporting livestock, grain and wood south
The 18The 18thth century crisis and the reinvention as the century crisis and the reinvention as the 
center of a global shipping network (China)center of a global shipping network (China)
The 20The 20thth century reinvention with first century reinvention with first 
computers and then biotechnologycomputers and then biotechnology



Cities during DistressCities during Distress

Given the central role of cities in credit markets,  Given the central role of cities in credit markets,  
credit blights occur when cities fallcredit blights occur when cities fall–– too much too much 
optimism followed the reverse.  optimism followed the reverse.  
Yet cities have often done well in the depths of Yet cities have often done well in the depths of 
the recession that they caused (1930s Los the recession that they caused (1930s Los 
Angeles; New Yorkers innovating, like Value Angeles; New Yorkers innovating, like Value 
Line, and ). Line, and ). 
Today, NYC is doing remarkably well.  Today, NYC is doing remarkably well.  



Figure 5
1980 Share of Skilled Workers

 Change Income 1980-2000  Fitted values
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Population Growth in the Population Growth in the 
Northeast and MidwestNortheast and Midwest
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Figure 4
2000 Share of Skilled Workers

 Log Wage Residual 2000  Fitted values
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Other Determinants of Other Determinants of 
Economic SuccessEconomic Success

Strong correlation between growth and an Strong correlation between growth and an 
abundance of small firms.  abundance of small firms.  
Detroit goes from being a highly productive city Detroit goes from being a highly productive city 
of small entrepreneurs to being stagnant.  of small entrepreneurs to being stagnant.  
A weaker correlation between industrial diversity A weaker correlation between industrial diversity 
and later growth.  and later growth.  
Few strong correlations with particular Few strong correlations with particular 
industries (except for healthcare which is industries (except for healthcare which is --);,m);,m



Reinvention in the WestReinvention in the West

In the old world, Milan thrives and Turin fades.In the old world, Milan thrives and Turin fades.
Weaving becomes fashion.Weaving becomes fashion.
Chains of ideas (Nino Chains of ideas (Nino CerrutiCerruti, Armani, others).  , Armani, others).  

Minneapolis excels and Cleveland doesnMinneapolis excels and Cleveland doesn’’t. t. 
Birmingham reinvents itself (it always was an Birmingham reinvents itself (it always was an 
intellectual polis); Manchester doesnintellectual polis); Manchester doesn’’t.t.
And of course, then there is Boston.And of course, then there is Boston.

Technology, medicine, finance. Technology, medicine, finance. 



Urban Intercontinental GatewaysUrban Intercontinental Gateways

Athens as importer of ideas from the Greek Athens as importer of ideas from the Greek 
Diaspora. Diaspora. 

AnaxogorasAnaxogoras, , ProdicusProdicus came to Athenscame to Athens--> Socrates> Socrates

Baghdad is importer of ideas from India, Persia, Baghdad is importer of ideas from India, Persia, 
and Greece.and Greece.

JafarJafar is a is a BarmakidBarmakid–– probably a Brahmin from probably a Brahmin from 
KashmirKashmir–– aided the Abbasid takeoveraided the Abbasid takeover
Academy of Academy of GundishapurGundishapur, , SindhinSindhin, Al, Al--KhwarizmiKhwarizmi

Cordoba, Venice and the transmission west.  Cordoba, Venice and the transmission west.  





Singapore and OthersSingapore and Others

The Most Successful Cities today continue to be The Most Successful Cities today continue to be 
gateways across civilizationsgateways across civilizations–– conduits for the conduits for the 
flow of ideas. flow of ideas. 
Bangalore in India and software servicesBangalore in India and software services
New YorkNew York--LondonLondon--Singapore financial nexuses. Singapore financial nexuses. 
Hong Kong and the connection to ChinaHong Kong and the connection to China
Singapore and the Pacific.  Singapore and the Pacific.  
Flat world has increased their importance. Flat world has increased their importance. 



What is good about urban poverty?What is good about urban poverty?

Cities tend to contain a large number of poor Cities tend to contain a large number of poor 
people, but that reflects urban strengths more than people, but that reflects urban strengths more than 
urban weaknesses. urban weaknesses. 
In places like Boston, there is opportunity, ethnic In places like Boston, there is opportunity, ethnic 
networks, and life without cars. networks, and life without cars. 
Cities arenCities aren’’t making people poor, they are bringing t making people poor, they are bringing 
them in. them in. 
Policies that are good to poor people in cities will Policies that are good to poor people in cities will 
attract more of them and that is o.k.attract more of them and that is o.k.–– the really the really 
problem is the artificial equality of suburbs.  problem is the artificial equality of suburbs.  





The Rise of the Consumer CityThe Rise of the Consumer City

While clusters of genius are more important While clusters of genius are more important 
than ever, they are no longer tied down by than ever, they are no longer tied down by 
productive amenities like rivers and portsproductive amenities like rivers and ports
Increasingly, cities have formed in places where Increasingly, cities have formed in places where 
people want to live.people want to live.
At the same time, more attractive older cities At the same time, more attractive older cities 
have become increasingly attractive to people have become increasingly attractive to people 
who want to live in a dense environment. who want to live in a dense environment. 



When are high real wages bad?When are high real wages bad?



Declining Real Wages and the Rise of the Declining Real Wages and the Rise of the 
Consumer CityConsumer City







Singapore as a Consumer CitySingapore as a Consumer City

As a nation, Singapore has more ability to retain As a nation, Singapore has more ability to retain 
talent than a standard city but it still must fight.  talent than a standard city but it still must fight.  
Quality of life as an economic development Quality of life as an economic development 
strategystrategy–– greening of Singapore.  greening of Singapore.  
Good schools, fast commutes, safe streetsGood schools, fast commutes, safe streets

Congestion pricing and mass transitCongestion pricing and mass transit

Other higher end consumer amenitiesOther higher end consumer amenities
Great restaurants, but an ongoing climate battleGreat restaurants, but an ongoing climate battle



Why are so many people Why are so many people 
still in the rustbelt?still in the rustbelt?

The rustbelt was built on manufacturing around The rustbelt was built on manufacturing around 
the waterways. the waterways. 
Erstwhile creative hubs like Detroit evolved into Erstwhile creative hubs like Detroit evolved into 
goods producing machines, but declining goods producing machines, but declining 
transport costs led manufacturing to move. transport costs led manufacturing to move. 
Now there is little obvious comparative Now there is little obvious comparative 
advantage to these places and the weather isnadvantage to these places and the weather isn’’t t 
great. great. 
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Are some cities becoming gateless gated Are some cities becoming gateless gated 
communities? communities? 

Over the past 40 years, there has been a Over the past 40 years, there has been a 
revolution in property rights regarding revolution in property rights regarding 
development, some of this is good, some is bad.development, some of this is good, some is bad.
Suburbs, not cities, are the center of this. Suburbs, not cities, are the center of this. 
Still, a large number of cities are increasingly Still, a large number of cities are increasingly 
making it harder to build. making it harder to build. 
This is where Jane Jacobs was wrong.  This is where Jane Jacobs was wrong.  
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Prices and Permits across Prices and Permits across 
Larger Metropolitan AreasLarger Metropolitan Areas
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What is good about sprawl?What is good about sprawl?

The four fastest growing American cities are The four fastest growing American cities are 
Atlanta, Dallas, Houston and Phoenix. Atlanta, Dallas, Houston and Phoenix. 
Their climates are not great and their wages are Their climates are not great and their wages are 
not high.  not high.  
They are car cities, and they are warm, but their They are car cities, and they are warm, but their 
biggest edge is in providing affordable housing. biggest edge is in providing affordable housing. 
200k buys you something pretty great in Texas. 200k buys you something pretty great in Texas. 
Families earning 60k are solidly middle class.  Families earning 60k are solidly middle class.  



Akron

Albuquer

Allentow

Atlanta-

Austin-R

Bakersfi

Baltimor

Baton Ro

Beaumont

Bellingh

Bethesda

Birmingh

Boise Ci

Boston-Q

Boulder

Bridgepo

Buffalo-

Cambridg

Camden

Canton-M Charlest

CharlottChicago-Cincinna
Clevelan

Colorado

Columbia

Columbus

Corpus C Dallas-P
Dayton

Deltona-

Des Moin

Detroit-

Edison

Essex Co

Flint

Fort Col

Fort LauFort Way
Fort Wor

Fresno

Gary

Grand Ra

Greensbo

Harrisbu

Honolulu

Houston-
IndianapJacksonv

Kansas C

Lake Cou

Lansing-

Las Vega

LexingtoLittle R

Los Ange

Louisvil

Memphis

Milwauke
Minneapo

Modesto

Napa

Nashvill

Nassau-S

Newark-U

New Orle

New York

Oakland-

Ogden-Cl

Oklahoma

Omaha-Co

Orlando-

Oxnard-T

Peoria

Philadel

Phoenix-

Pittsbur

Portland

Providen

Raleigh-

Reno-Spa

Richmond

Riversid

Rocheste
Sacramen

St. Loui
Salinas

Salt Lak

San Anto

San Dieg

San Fran

San Jose

San Luis
Santa An

Santa Ba

Santa Cr

Santa Ro
Sarasota

Seattle-Spokane

Stockton

Tacoma

Tampa-St

ToledoTucson
Tulsa

Vallejo-

Warren-F

Washingt

West Pal

Wichita

Wilmingt

Winston-

Worceste

-.4
-.2

0
.2

.4
.6

R
ea

l A
pp

re
ci

at
io

n 
in

 th
e 

19
90

s,
 .1

=1
0%

-.5 0 .5 1
Real Appreciation in the 1980s, .1=10%

Figure 1:  Real House Price Appreciation in the 1980s and 1990s
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Sources of CO2 EmissionsSources of CO2 Emissions

Private Gasoline Consumption (Cars)Private Gasoline Consumption (Cars)

Public Transportation EmissionsPublic Transportation Emissions

Home ElectricityHome Electricity

Home Heating: Natural Gas and Fuel OilHome Heating: Natural Gas and Fuel Oil



Green CitiesGreen Cities

Urban residents are much less likely to drive Urban residents are much less likely to drive 
than their suburban counterparts.than their suburban counterparts.
Urban residents live in smaller homes that use Urban residents live in smaller homes that use 
less energy. less energy. 
Since we donSince we don’’t tax carbon properly, this means t tax carbon properly, this means 
that there are too few people in cities. that there are too few people in cities. 
The environmental consequences of The environmental consequences of 
environmentalism.  environmentalism.  
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Total Cost from Marginal Home
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800 1000 1200 1400 1600

-10

-5

0

5

10

Akron, O

Albany-S Atlanta,

Balt imor

Birmingh
Boston, 

Buffalo-

Charlott

Chicago-

Cincinna

Clevelan

Columbus

Dallas-FDayton-S

Denver-B

Detroit ,

Fort Lau

Grand Ra
Greensbo

Hart ford

Houston-

Indianap
Kansas C

Los Ange

Louisvil

Memphis,

Miami-Hi

Milwauke Minneapo

Nashvill

New Orle

New York

Oklahoma

Orlando,

Philadel

Phoenix,

Pittsbur

Portland

Providen

Richmond

Rocheste

Sacramen

St.  Loui

Salt Lak

San Anto

San Dieg

San Fran

San Jose
Seatt le-

Syracuse

Tampa-St

Tulsa, O

Washingt



CityCity--Suburb DifferentialsSuburb Differentials

For each metropolitan area, we can also calculate For each metropolitan area, we can also calculate 
the difference between urban and suburban the difference between urban and suburban 
energy usage. energy usage. 
Calculate gas usage by central city vs. suburb.Calculate gas usage by central city vs. suburb.
Convert public transit by Convert public transit by ridershipridership using census using census 
figures.  figures.  
Calculate energy spending using the IPUMS for Calculate energy spending using the IPUMS for 
central city vs. suburb.    central city vs. suburb.    





Back to SingaporeBack to Singapore

A well educated city that is wellA well educated city that is well--positioned to positioned to 
thrive in the 21thrive in the 21stst centurycentury
Plenty of diversityPlenty of diversity–– a crossroads of culture. a crossroads of culture. 
But will the quality of life issues hold up. But will the quality of life issues hold up. 
How about the ability to deliver affordable, How about the ability to deliver affordable, 
pleasant housing?  pleasant housing?  
These seem like the big challenges going These seem like the big challenges going 
forward.  forward.  


