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A Model of New Economic Geography for
Land Rent as a Financial Source of
Local Public Goods

An-Ming Wang**

ABSTRACT

For a long time, the role of land as a factor of production has been neglected in the
new economic geography. This study constructs a core-periphery model with land as a
factor of production and the land cost becomes into a new dispersal force. At the same
time, the conversion of land cost into a new agglomeration force by using land rent as
a financial source for local public goods. The results of the model show that the spatial
structure changes in a variety of ways depending on the degree of aggregation forces and
the preference of local public goods. It is worth emphasizing that when the local public
goods preference is medium to high, the spatial structure can continue to maintain a stable
agglomeration equilibrium at high freeness of trade (low transportation cost), and even the
agglomeration equilibrium becomes the only stable equilibrium in the economic system.
This result is different from the commonly main result in the previous literature: when the
core-periphery model adds land cost, the spatial structure shifts from an agglomeration

equilibrium to a dispersion equilibrium at high freeness of trade.
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Krugman (1991 ) BYKZ(a—2[E (core-periphery, CP) fEHU#L R BB IR 2 22
TP G ST » I FHBERYRF U » R M o B 32 2l 7 Ry 1 S e AR Bl
HERAFEEG TETEA ) 0 HAEKrugman (1991) REHIH - REEEE) 53 BT
HE LS AME G RES ISR B JERES T (BR) BBUE A M KT
& TGRSR ) (market crowding effect) [T iz ™ Y B A SE BN 1A
TABR TS Fr 7 S A R BRER T I BB A » S0 S — el Ry B 1 2 TR o
HASRAIERA] -

—HEIME » AR I B S Bl - b /A e P 2 A o e AR A 3 2 S A Wl g
A H— O (BRI ) 2BRAFIZIMESNEZ TEBRA,  H
o BoEETREE AR S IEE TYMEKAEE ) o fEKrugman T BE VLAY HTAS I M
# (New Economic Geography, NEG) I @ iEFREAHREE SUMEIEHE—
T g 11 o RS IR LB MR A - B0F% - Helpman (1998) ~ Tabuchi (1998) -
Ottaviano et al. (2002) ~ Murata and Thisse (2005) -~ Suedekum (2006, 2009)
Pfliiger and Siidekum (2008) o HIL[FRIZHEREy » & bk < Sl oA 2 F (R -
Ze iy AR B Ry A8 » IR e B mT DA AR A I B i et o E s » B
Ll i RALE A m B AR AR+ e o s B [ i e (e, (/) NgHL
A ) JEE -

PRI L g T S A D BOURETTIRET » 925 T WK AE S FE R RS
EFFECTRE ? AR E Eih o (EEHECPRIA T YRS bE S BT S
1N > JREN  FER O I R R R T LU Z B Z WK e - S e B R B
SR AR BRTE o G A RAECPRA R @i i R e A e 2k 36— (R —8E
SERE i WA fEAK BUR SRR R - (HELE ARG R 5 55— — HB RN -
I I B & T R A iz BEEE A L e B e AR - ARG SRFE
A AR EEE - (R E— RS BTSSR RS © B [Handbury
and Weinstein (2015) FI[FISEE49Es IV E R DU EERY B RS 7k - R mIE
R /K AEREZ IR AR T N e

1 Wb BEESERE R OGN - ARG SRS T H 1TE Rk -
2 ASCATHE TAEHECPRAAY | U3 Krugman (1991) LUKForslid and Ottaviano (2003) R[FEIEZ A
3 A] 2 HFujita et al. (1999) - p. 56: price index effect * L ¢ Forslid and Ottaviano (2003), p. 235:

cost of living effect °
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oL@ EA R EYEAKMER ATREMEARIRTELE - HAlREERF G — i ATEE BSR4
TEASERI RS « SR AEAEHEC PR Y Al S BEER U SR W) E K HE 2 52 288 - i)
A R A R FSS TR R A R B2 R - T R AR R A EBAENEG g —
ELEHRIEY o BTSRRIV ERZ 7R A Combes et al. (2005: 313) f2k : T{EESH
M HE R A E SR A TR ER DR - BAENEGEEHHEZNE - SE AR
TR SRR S TR At - (RN S A En S L

¥ FSRAFSEERIT - Pfliiger and Tabuchi (2010) EdWang and Yang (2013)

FE M E Ry A FEEEEER ) A ANEGHIZERE R ET TERA ST » (EE R E T e YA e
_3GAAHIE] o Pfliiger and Tabuchi (2010) £ Helpman (1998) Z A& BLAE -
FHAESEVMEIREEL TER G - A 2Ry EIER T aEREZ=H
TR 2T Lz 2% 5 H2R - Pfliiger and Tabuchi (2010) R4 FEAECPERY
W BRI+ BEAS ARG SR Mk E B AR MECPR AU AE R -

& Pfliiger and Tabuchi (2010) EZWang and Yang (2013) fERERIAYERE L
A - HRR SR T iR HEZERER - 7881 BV ETIEESEE 2SR
SRR T - REEIS AR - SRR ME— 2 RRE S - RO
P 22 RS RE R AR - IR IRARE G - BERP A Bk 158 5 SRR
R8T 2 AR AR ME /K MER Bk » DUBEGR bl iy 7 AR A% L P 22 R A i A
S (HAPURIRED E T T I E Ry AR AR ISR ) WURRRE » SE R TR R E A
v R & R FE B E IR AT REE -

IEAh » FEEERINEGSURR T » thZm 1 5 B T SRRHER i & [RII E A S i
B St 5 A AR IR SR - INEGZEAERE /3 20 ) 38 S B AR 22 R B S 2 B
—SfEE A - (T EA e EE B PR, « RIPLA S E 2B B2 K T E Ry
AR RN ANEGEEE » [RIRE S A R Ry 3t 5 A 2Ll 2 B - SRET Y E TR SPE R
SRR FIRAVIE IR AN - 2 rTRER i Lo st & r] R L BE 2 iyt 5 A 2L 0 - 615
55 TS B SISO /KHE - M4 AR R 22 R ERAS IR -

HISTRFARE » WENEGERNA 1A (BUFEEEA) AT A%t
WAEEAE T IR AR S A SR 22 FET A « A LA 2 SRR 35 B E S oA 2 491K
IRF - Z2 iy R SR T T 40 B0 5 TN AT 22 STRE » #1140+ Anders-
son and Forslid (2003)  Baldwin and Krugman (2004 ) * Wang and Zeng (2013)

4 3By : “The role of land for production has received surprisingly little attention. It is ignored in

NEG, while in the urban systems literature it plays a key role in housing, but not production.”
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R BUEEm A RAREE - 2R SRR e 2B e - E2Hmn
B EAENEGRE A R34 - 8O TR A L - it A RS g R )
HIAt 5 KILE SRR - i R A2 8 B3R DU s rp A i 5 A B
i A R AN ] 22N ) B L Al [RIRF A AR IR » S WA AN [R5 4 FH D P 2 AR A
ERER ] - BIECR— R BTV IRVEERE o HIR 2R M AR FHBA SURRER F LT
2K+ AKIFFE AR AN, — ]S 1 st AR B b A R B R - i RS
T AR o IA B AR ER BT - BREHAN T -

5 A 2 BA S SR R AN SRS i B - SEERINEGIURRAE I A 0Bk
BACH BEFIATES M- (absentee landlords) ARG LAY - {EIEARAYIRE
TS HUFHTH R AT R » SR — e i A T = S AR Y AN e o [RIEEA
F9%# AHenry GeorgefTHefEZ B—Hi (single tax) &+ BURFEHUIN A 2 A8 97
fH (economic rent) RIS IEM 7 /A Iz A - WHEHH MG
MR o FEBERE 2T - RH A IR R PR 2N A - A g R E D (E
11 3 5 A A R a TR - sl AR FR I Ser 43 SO Tt ST [RIRFE bR — Ry B B
JIAE - RIBAEARTTRAEE § - B TR (807) S -
oA R (BET)) TGS - ARAMEFEESER R - RIIFEEE m I i
HUREELKIFES - JTREBRICHEH AR AR -

SRR B 37 A LA s B SR RS L AT 43 Rt » 25— - (Rt it
W B R BE AR KHE 5 JRRI » 25 T B s o P DUSE R 2 2 m i M) E 7K
e R TR ERIETEKAESL » ST A LR S 1 A e B A AR
e e T - M AR R — B E - B ESS TRYSUHAKYE - (i H
I I FHRE SCERUFE @ Andersson and Forslid (2003) ~ Baldwin et al. (2003)
Berliant et al. (2006) ~ Wang and Zeng (2013) - 55— » fRERHIG AL O] DIEE
Frigrary T A ERR | fHEESUER T 22 i Holtz-Eakin and Lovely (1996) -~ Anwar

(2001) ~TIhara (2008) °; FERLARER T » 2SR BN HL AR S 4 5 R R r 2B EE R
B A ES AL - TAWTSEER IV B8 — iR -

FrE DA ERrat » AT LIRS o B AU % D — S PR R R ELRE > B & (1) +

kR EER I — ~ (2) VHETRHEE 2 R SR B i nl REFE AR AN A2 b

(3) MR AL HRAIRTER T » BT A TE R RIS B3R R A
EFR » BT AlREEEAE Y22 RSS2k - DUE]fEPfliiger and Tabuchi (2010) BdWang
and Yang (2013) HURHFEAGEE ©

5 Thara (2008) {7 AL SRR P AVIEEE AR (FERRA) -
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ARSCEBREA LT ¢ 5555 R RS ALRE R S OB - 55 =
R BN A M A 2 PSRRI = SN ST B M AN L0 2 T
W S5 TEE5T R R BT + AR RO AH 2.2 LB - S5 A5

Tt ©

8 H

AWFFELAWang and Yang (2013 ) FFERE - £2FEH Forslid and Ottaviano (2003 )
Bt 2 BEAERZ 2[R (an analytically solvable CP model ; JREZ Ry
footloose entrepreneur model * FERERY )+ GV —{JEJJ1 A d- 3t fo A2 78 2238 1 N i b B
AU - WS I LA ER . st e o 58 AHTR] - Ry BRI = - D
T RAHZERHE Rt BRgBOR © (1) —WisEAE=MIE : [AEZRED

(A)  HBHEAEERES (o) Al BE3EN (M) 3 DURHMEEAR

BB (G) o (2) REMFIRT 2T » MOERRA ; UGS
PR SEAG R - IE A BRI BLE R A - (3) R =M SR
Befiass L~ JREdass TEL T i, 5 2RSS TEORH - JEEGS7 T8N
L > AIH+H=H ; L+L=L » R A i) 2 A tH IR 5lrss BB ERi 57
T8 (H{=Hj=H/2 ; L{=Lj=L/2) - (4) FEEAi5s LA TS @fEE) - {Ha] 5 HE
AR SEARM TN E SRR LAF » Biigss LrlpsEiEsis gl - HIARER ANRELESE
A - ETSE TSRS B R E B R S A2 MR R o i - (5) Rk
g ik S 5L A AH R L B BOE S R (S, u=S;y=Sy) ° (6) fRExmTE
[FEOGEA FE IR NE G RERRZEA MM (S,) » HEEEANEEEAE
F# » JREN » S >>Sy o FHA ik se aAllA] - FERBIRET FR AR TP
PEARETE DA Sl -

(—) K&\

AR SAERERTAECPREAY - (G B E U IRAT Fs[FIE » (i FCobb-Douglasp& #2K
FOR HIHBEV EMELARS G - BRI Ru € (0,DEd1-p s GRS A
HHF - AIMEBARHGAEEMR (2R (22) ) - HERE RO 5 BGEEM EMEBS
fEZEEMEE S (c) LLCES (constant elasticity of substitution) RKERHREY » RiliFEis (L,
FMEIEE ¥ (representative consumer ) Z BT Ry AIZORAIT ¢
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Max U=— ! o A G
ph(1-p)
st [py(e) Dy(e) des+ [ p(e) Dy(e;) e #puA =Yoo oo (1)
0 0
o-1 o-1 %
.[D“(C)G dc. +J.D (C)° de | o (2)

2 (1) o Ut (1-) MR IEE RS RIS 2 AP 7 ¢ o e,
SR R LA i 2 BV RS REAR 5 D (c) P FESHEH W IR A %5
iz R TRHTEEIR e B S BRI () T, A T Wi 0k
P BB S RS+ o | FRFR IS S A RO I A AR R
BT R R ¢ Y AR B E | 0SSR FEiE
SR S 5 L P R+ 2 PR S 7 RSN » Hin =N o
FUBFuiita ct al. (1999) SRAE 7k IR R 5 TR

pJ.( )

MY D;i(c)=

Mu ,A(lu) .................................................................................. (4)

1A

Hds Pii'%mizxn_%Z‘f?F YIEFRE ; Ry T RIEP, » AR W P R T s
HAMIFEZ (8 (ex-post symmetry) » W HFERATR

Pi=[nip“(ci)1’0+njpji(cj)H’]ﬁ' ................................................................................. (5)

6 /(1) Bd (2) nlResf e RIS IHEHGATT ¢

1
n, n; n, n; =
[Pae) Dy(e) de+ [, (e) Dy(e) dcj[ [pate) de+ [py(e)dey | > BRIBE -
0 0 0 0

1

n; nj 1o
= .[pn ()" d°i+J.pji(cj)lrc dcj} :
0 0
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1. 2 EEPPY
P A R e R RIE I 1S B SER AR IR T 5 - Al

AR R ek SR B RSAHSE (piampia=pa ) DUREREE B SRR AL B
BRAEFERIAR o (A AT IS R A B BT AE Rl FsLeontie P4 EERKEY 5 FHIERL AT
%% T B IR AR FE B ¢ q, = Min{L/a,, Sy/a,} * a,Bila, 53 Rl JERRTAS 1B 13
HE AFRE o ¥trhs - RS SR ARHEOR @ Ca=(a,w+ayr)q, * wiBr 3 AR IE
Feflirss T T B - RNV ET S R RH T TS BE S ERER
R L R EE AR p s=a Wy +aT Iﬂ:m?%‘H:llalwi]_"'azriA:aIWjL+a2rjAEIEa1(WiL_
Wi)=0(15a-152) © FofEALRIRY » {55 W A A [Fl = p=r o RTRR IR ERL
flirss T T & R HEw, =w, o BWAMERAEIER KRR (150 /a,)<(Sy/
a,) » RIATHELRIERL TS5 THIFR s k3 » Befk o SEIRIERNSS T & Ryt E AL
(numéraire ) » A5 Hw, =w, =1 LR [EE AR 2 B pia=pja=pa=a,+a,r, °

2. BUEEEM

a3 2 7 M A R 5 15T (monopolistic competition) Z/K-7
SULI SN2 BT RO - HAE B R HIREERIMERY (increasing
returns to scale) * FECRIGF s R A A B —fHA LA - AR bEMLE
H—F s EZE (Martin and Ottaviano, 2001 ) ~ BLEZEJH[F]RFH F =FEERA
SRS T~ JEEdinss T8 - (REE IR — Wi 2 A AR A - DAZE
{5 F— B e 5 TR B BRAS - A AE i — BV 7 H R AR /Mt F BB 2 IR Bl
BT () HAH (s) Al iZE® A (composite input) 7 » (K]t S5 2
TP BRI A 5% T8 - JREN -

n=H,,
BEAN - ASUREE IERATES L2 AR AR B R - 3z AR E R & Ry >0
SRR — R 2R X BT Z B IR - HAB IR (VC) DGk

7 F TR E A - FE SR NG TR AU ZERE T ST A S A B S Y (B 4
Hooh o R IR A A Y IR A B RS ARSI o i 1 [R5 G ey ] 7 B A B
BERA - HEA R RSO & BT EnI a8 RS (HAER AR - e g inH st
& R E RS TSR -

8 AN ERLHRARAZHAR (EERM) - 2L (7) XFRZIBAAFLUACPERY
HhSE BT B U HES - IS EI0 AT (analytical solution) ©
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Min VC=w,£+R;s;

TR 2L (1) 15> < H OSSO (7)
o wy RedEEMNSS T TE - CAIHE R 5 € RIEEss THEME (R4 5 R,
Tolfl () sl B E (R4) - KL R 1w E 2 Eh s AR M B RY
rREIRF R AR et = {8 P AR A - FRSYE = A= 88 AR AR = SRk figefee
4+ JRRIRy T 3T 85 5 iy iR+ BOESERRRE < T R SKAAESE IR 1 2
fier + kil i 5 AR A I A R B [ RS, » AERFEC (6) RA - AlfG ¢

PR PR B B3 3 T M LSRR (S,,=S,,=Sy) * 3% (8) FUR{ERRRII I
SReh o e T DU % 3 o TR 2 T Wk R R R P
Bt - B R (8) AR (7) #skinlss -

R;yﬁxté%j“v:fgﬁx{7;?y .......................................................................... (9)

SR (8) BIK (9) MIPIA: RIS » IBHIFL (R,) PRsEm)
SRR R IR (x,) DURPYAE RE ISP S SR (n=H,) 5
e P 1 S i A B 25 B L S e TR s SR/ i - 1S
2 0 KL AR R W ok e S W MR ACYE < SRTTT » F A S s 2
YR > I R R 5 T P L (R » TS TP ST
USSP R T K  EIREEE © M A SRS R TE
R B R R I I PR RIS« RIS e — 300 E o asipy
S SRR -

EE BRI B SRR A 7 x SRR S S B B R (e
TTH) BSEIEAS IR (w,bw, £4Rs,) + B30 (8) Bl (0) foAFIfHgas: e
B (TC) J -

TCi:wiH+(1+y)Bxi(SiNi[>Y ................................................................................... (10)

eI A5G R (market clearing condition) F » #EEE M ERE (x,) 1%
o e B S 2 i o T R R SRR AR B S A LR P I 2 B 5 B T
A 5 0 Ry T EGRAR R ch B AR S M o B R A ARI » AEHEC PR I S R AN st
JE FySamuelson (1954) Z“iceberg™E=\ » JRAI » & f {E 04 A2 Hh g 20 =] ok LIl
b AR eI - IR R T 32658 | AL e B At e > AR AR A

41



aELHbE B REE

FETE( | +o0) AL R  FEABIRR AT T+ EAkifT— R 2 7 R T 2r
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Max ,(¢,)=p, (¢,)D, (¢, P, (¢,)D, (c,)
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K (3) ARA (1) o BHOE—FE Gl - A E—BOESEAES Z EARATT
_© H, Y‘ __ o 5 !
pii (Cl)_a(lﬂ)ﬁ(gj 5 pij(Ci) T 0_1 (IW)B[SMJ ....................................... ( 12)

IRUIEERY - BAEYECPIAAYAFIRYE - B —BOESE A i (ERS ERe B (H,) FIb
IR 6R - JREL 3 AR FER AR (v) TRIERIBATR - FORMRS < 22 &SR
HuFH Bk - MBESAE M ERSTE S - AR S —iREE A -

e (6) Bl (12) A (5) o - Al BEESE s G YETRE :

P=- T B8y [HIHH0H! 52 oo (13)
o-1

X ¢ =17 € (0, 1] AIFRR@ISHIE 5 B R © B AR S - offg
B0 - XRESEBEEE (HERRAES) SRR - fEE T
1 FORE SRR E R (FHERREL) - L -

A=y(1-0)<0"
IR - JRIAAERARREC PR g g B R B R — R TT » MR AR
RIFTEE A FTIG Ar - I EREEEYEIRBE L EN R - 3535 /% (3)
(12) B (13) RABSESEZ THERGE BRIFx(c)=D;(c)+TD;(c) ™ » HI1F

o-1us? Y. Y.

Xi:G_B }it_i_'l\; H™ H%J’L-Hi)H}H +¢Hi13+JH}+X
HETEB T ST - FRes BA R <577 IR AREE 5 S AR B 2K
RIS 5 [FIRF - R BOR ZHIMRE ] 3 A BLR i S miP s T - &%
g <A RE - SRR A BN NEEA: - R E R W iy < 44 H T
& JREN e SR =0 - WA (3) Bl (12) - AfSEENSS T TE&
(wyy) BIEOEZEMRREAER (x) ZBAFRATTE :
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wiH=£1(1+«/)(Hi)yxi ..................................................................................... (15)

W AT Y =H,w o L2+ TR, (eSS TR Rias T T2 » DUR SR 4
A B (14) fRA (15) » {5 :

L
Iiwm+%+TR1 ¢@Lwﬂ+2+TRj

M
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REE (9) =X @ bskEEE AT ¢
H, 1+ v(o-1)
TR= SMyBx( 5, ) —H.w,, " TS G S —— (17)

(7)) ARA (16) K+ Aiw,, Bw TR » A TSR 5 T
T# WSS AT P A B R -
LG {20, g+, [14¢°+{(1+p)(9-1) |}

2(l-§-§p){4b(f12*2X ) (1)1 ]}

Y(o-1)
Kb g BB o

Win™

= MEEH

FER R R e S EAEAHSE (pia=pja=antonr,) - IRIBEBEESZ VIfETES (13
) BRI R R S R S P E R ML - HIE - ETEREAE AN
AU SNt A A SR AG BE — B S A L (B B e B A E [T B £ -
AR BEER G YIEREBAG ERB R B - BN LS ETE
FEATRE AN T

JEFEh = H/MH » FREISEIES TGRS T2 LBl - #5 (13) HEATE -

1

pi:nQiTo’ where Q= h'™+(1-h) e (19)

EC LB(1+Y)SHH<1+X’/("°%~ETE§§%H/E.\  FERAITEDL PN EEY)

ETRREARENE ((HERRh bRy - e S ERBE EE) 5 QWIS
BRI EEE oy - HQ BT CRRE) K- P (D - AR HSEREE(1-0)<0
5 o QST TE RIS - WSV E R RIS
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[\
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~—

—(1+x)[hk -p(1-h)* |20

0Q.
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Set Pl bz BUEBRAS T WIP  Hk - (20) HAYRS SRR - EReaE i R
I (highn) - YEEEEZE MV ENMEZ SEMEHNEz#82 - (21) X
R AR <-1 0 JRBN oy (ZEEF . BRI ) Blo (2R S (E R T
M) BFREF - ERERANVIH - MIEBRGEEZEEE (h) pysginm &
It e Iftyri%}i%T@—{'@E—CP*%’WE'J%%TEﬁX&% (EEE AR a Rk /€= S
RERESEN LT - B—T0 > E-1<h<0 (vELoHIRIERF ) - fERERA M)
] Y EfR R FEE R AR B ARSI N o SR - Nim AR e R A A
(h) ghnm _EAEE R - Ehig s — R A R e s -

, if A=y(1-0) <-1
0, if A>-1

=27(1+0)(1 ¢){

g~ st AR EE

BRI AR A28 - ARBIF5E05 F Andersson and Forslid (2003) Zf&&% : 18]
BT A LR B S L R S A BRE T R - HAH S LR BIEE A B S
IHEHRIFHEIE o KIRL - BEIREREBPTIS RIS R A EE S 7 N LA 2 BAYR - @ISE PS4
R LUHE S 2 M E Ry LuB  Eo A Rt A 2 2 IH B S - AR EAliEieA - vk
M A A EREWT
Max G=M"A™
S P A PAAETR oo (22)

AT A A L 8 S B A s B PR R B -
1

G = B o™

AW Ze i dmii AE = B T P R A 22 RGO B 3 UM B SRR B S

R - HRIEEYEEHERERE FIRIVIEN AR - SEEER %0

TR, ettt e et e et e e eneeeee e ereeeeeens (23)

9 ABHFEAE LM 1 Wb R 2 - L A - IRBIRGER RS 2 o L iRER 3 BEAREREE 1
Fujita (1989) Urban economic theory—&5 A Z2 IR FE LA ERRIRES 5 HK > BLEEIRT]
MR Ty 5 0 L AR A AR AR i e - ELER R RS R (R AR AR » XTI RS AR S8 SR 5~
DUBME T AN G AR T A A A F i
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W AR B B Ryt T A SRR - T GE1SSS TEL e R R AR AR RO 22 TR AR
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