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The Urban Future: The Great Dispersion

WENDELL COX

his chapter describes general urbanization trends in the United States
Tand around the world, from 1950 to the present.! Cities can be glam-
orous or exciting, but what matters most is how they facilitate higher
incomes and standards of living.

This has been urbanity’s ultimate achievement. Alain Bertaud, former
World Bank principal planner, connects greater urbanization, a higher
standard of living, and lower poverty rates: “Cities are the major engines
of economic growth, and living in cities is the only hope of escaping
poverty for billions of people.”” What Chicago economist Deirdre
McCloskey called the “Great Enrichment,” in which per capita incomes
grew by a “factor of 10 and in rich countries by a factor of 30 or more
(1,000% to 3,000%) from 1800 to 2010,”3 was driven by urbanization on
a massive scale.

The Role of Urbanization

By 1800, 5 percent of the world population lived in urban areas of at least
2,000.4 Since then, urbanization has increased tenfold to 55 percent,> with
almost half the increase occurring since 1950.

This chapter analyzes cities in terms of their generic definitions, of
which there are two. The first is “urban areas,” which are the areas of
continuous urbanization (also called “urban agglomeration”): “An Urban
Agglomeration refers to the de facto population contained within the con-
tours of a contiguous territory inhabited at urban density levels without
regard to administrative boundaries.”® (Emphasis added.)The urban area is
defined by the large expanse of lights seen from a high-flying airplane con-
trasted with the darkness or intermittent lights in the rural surroundings.
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Figure 1. Contrast of Urban and Metropolitan Areas in Paris
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Source: Based on data from the National Institute of Statistics and Economic Studies.

The second generic city term is the “metropolitan area,” which includes
the urban area and the economically integrated territory to the outside,
largely defined by commuting. The part of the metropolitan area outside
the urban area is principally rural. In urban economics, the urban area is
referred to as the “physical city,” and the metropolitan area is referred to
as the “functional” or “economic” city.” The metropolitan area is also con-
sidered to be in the labor market.®

Neither of these generic terms includes the most popular definition—
the “city proper,” such as New York City or San Francisco, which are sim-
ply the historic core municipalities. Metropolitan areas are far larger. The
New York metropolitan area, for example, is as large as Connecticut and
Delaware combined, while the San Francisco metropolitan area is larger
than Delaware.'®

All land that is not urban is rural.’ Most metropolitan land, by the way,
is actually rural; US metropolitan-area land is 9o percent rural,'* while
83 percent of Paris metro land is outside the Paris urban area (Figure 1).'3
Thus, the highest level at which urban density can be measured for a
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generic city is the urban area, because the larger generic definition, the
metropolitan area, is both urban and rural.

In this chapter, the generic terms “urban area” and “metropolitan area”
(or “metro”) are used for clarity, since the term “city” is typically associ-
ated with municipal jurisdictions (such as New York City), which are nei-
ther urban areas nor metropolitan areas.'4 The term “core jurisdiction” or
“core” denotes the historically dominant municipality in an urban area in
the reference year 1950.

The Evolution of Urban Areas. Urban areas have grown not necessar-
ily for aesthetic or cultural reasons but largely because of their economic
advantages to new residents. Of course, there must also be adequate per-
sonal security, such as protection from disease's and crime.!

An important purpose of modern urban areas, the much-larger urban
areas that have developed since 1800, has been to improve affluence and
reduce poverty. Aristotle said that the city (urban area) “comes into being
for the sake of living, but it exists for the sake of living well.”'7 Only in
the past two centuries have these benefits helped foster urban areas far
larger and more capable of survival than before, through the attraction and
development of a large middle class.

Urban Growth. The urban form has been shaped by access—the ability
to reach employment, shopping, and other activities for most people in a
relatively small amount of time.

Until the early 1800s, the spatial expansion of urban areas was limited
by walking distances. Transit brought faster travel and a significant expan-
sion of the urban footprint in the 19th century. The automobile further
increased access starting around 1920, with international differences influ-
enced by income. Greater access also expanded opportunities for house-
holds to live in more of their own space, both inside and out. Finally, driven
by the COVID-19 pandemic, the long-predicted transition to electronic
access has blossomed, with final results still too difficult to determine.

The Rise of Suburbanization. The footprint of urban areas organically
expands as population increases, with declining population densities
from the urban core to the suburbs. Suburbanization has been defined by
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historian Kenneth Jackson as “the systematic growth of fringe areas at a
pace more rapid than that of core cities.”8

Suburbs have been around for a long time. The eighth-century capital of
China’s Tang Dynasty, Chang’an (now called Xi’an), is reputed to have had
between one and two million residents outside the city wall (suburbs), in
addition to one million inside.'?

More recently, suburbanization was accompanied by material popula-
tion losses in many core jurisdictions. Of 72 high-income core jurisdictions
reaching a peak population of 400,000 by the mid-20th century, which
have annexed only minimally and were fully built out, all but two lost pop-
ulation by 2000.2°

The decline of some core jurisdictions and rapid suburban growth reflect
the post-World War II transformation of urban areas when the dominance
of the automobile became virtually complete in nearly all urban areas.

Because more precise data are not readily available, suburbs are consid-
ered to be all the urban area outside the core jurisdiction. This is less than
ideal. Some prewar urbanization extends well beyond the core jurisdiction,
such as in Boston or Brussels. In contrast, some core jurisdictions include
little prewar urbanization, such as Brisbane and Charlotte, which remain
largely suburban within their “city” limits.

Understanding Urban Dispersion in the United States and Canada

Large urban areas developed later in North America, compared to the
long-established urban centers of Europe and East Asia. In 1800, the
world’s largest urban area, Beijing, was 15 times the size of the United
States’ leader, Philadelphia. By 1900, London was the world’s largest, but it
had only 1.5 times the population of New York, which became the world’s
largest in about 1925.*

During the 19th century, US urban areas, like their international peers,
suburbanized, facilitated initially by transit. During the 1920s, automobiles
became dominant, enabling quicker suburbanization, but this was tempo-
rarily muted by the Great Depression and World War II.

Unprecedented suburban growth was driven by unparalleled US afflu-
ence, which gave households the means to purchase housing on the
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Figure 2. US Automobile Growth Rate Since 1930
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Source: Derived from US Department of Transportation data and American Motor Vehicle Automobile
Manufacturers Association, World Motor Vehicle Data: 1993 Edition (Washington, DC: American Auto-
mobile Manufacturers Association, 1993).

periphery.>* This was in part because the US remained the only major
power with its industrial capacity intact after World War II.

Automobiles, the driver of modern suburbanization, became dominant
first in the US, with 0.77 cars per household by 1930. Canada and Australia,
usually among the most affluent nations, took 26 and 32 years to reach the
United States’ 1930 level. In the United Kingdom, it took 52 years, and in
Japan, 60.%3 This longer period of motorization contributed to the greater
suburbanization that was to occur in the United States (Figure 2).

United States Urban Areas: 1950 to 2010. Nearly all US population
growth from 1950 to 2010 was urban (97 percent), which includes both
core jurisdictions and suburbs. Rural areas grew only 3 percent (Figure 3).>4

Unlike most nations, the United States has readily available urban-area
data from 1950.% This analysis, starting from 1950, focuses on the main
urban areas®® in the 53 metropolitan areas with populations greater than
one million in 2010.
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Figure 3. Population Growth: 1950-2010

Source: Data from US Census Bureau.

The 53 urban areas have increased in size more than 1.5 times
(162 percent) and at a faster rate than the national population (104 per-
cent), but they became steadily more suburban. Overall, the urban areas
transitioned from being 35 percent suburban in 1950 to 69 percent sub-
urban in 2010. Approximately 9o percent of the urban-area population
growth was suburban.

The 53 urban areas can be divided into three categories, as reflected by
characteristics of their cores (Table 1):

e Stable Cores. Nineteen urban areas—including Boston, New York,
and Philadelphia—have “stable cores,” in which the core jurisdic-
tion has increased its land area no more than minimally (less than
10 percent) since 1950. Most are located in the slower-growing
Northeast and Midwest and have become more suburban over time.
Between 1950 and 2010, these urban areas had 116 percent of their
growth in the suburbs, with core jurisdictions losing population.
In 1950, these urban areas were 38 percent suburban but by 2010
reached 73 percent.
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e Expanding Cores. Another 32 urban areas have “expanding cores,”
in which core jurisdiction land areas have expanded substantially,
through annexations or amalgamation with another jurisdiction. On
average, the 2010 land area was triple that of 1950. Overall, the urban-
area growth was 336 percent. In 1950, these urban areas were 29 per-
cent suburban but increased to 65 percent in 2010. The suburbs cap-
tured 76 percent of the growth over the period. However, there was
also considerable post-World War II suburbanization within cities
proper that was largely indistinguishable from development out-
side cities proper. This category includes diverse urban areas such as
Portland and Oklahoma City.

e Not Designated. Las Vegas and Tucson were too small to qualify as
urban areas in 1950.

Later data improvements using smaller area populations made func-
tional classifications more practical. For example, Demographia’s “City
Sector Model”?” used ZIP code data to estimate the 53 urban areas®® at
17 percent core and 83 percent suburban in 2010.> Since 2010, the suburbs
have accounted for 91 percent of the growth.3°

Among the 53 urban areas, the 1950 median suburban share of the
population was 27 percent. By 2010, the suburban share had risen to
72 percent.

The most suburbanized urban area in 2010 was Miami (93 percent),
followed by Atlanta (91 percent); Riverside-San Bernardino (89 percent);
Washington, DC (13 percent); and Hartford (13 percent). The smallest sub-
urban components were in San Antonio3' and Jacksonville (25 percent),
followed by Oklahoma City (37 percent), Tucson (38 percent), and Mem-
phis (39 percent). It is crucial to realize that the core jurisdiction in these
latter five includes unusually large stretches of functionally suburban ter-
ritory (Table 2). Just because a neighborhood is located within “city limits”
does not mean it is urban in its characteristics.

This phenomenon can be seen even in America’s largest, densest, and
most celebrated cores. New York City in 1900 was “surrounded by more
suburbs than anywhere in the world,” according to Jackson, who called
Brooklyn Heights the first commuter suburb.3*
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The New York urban area grew from 12.3 million in 1950 to 18.4 million
in 2010, a 49 percent increase. The suburban share grew from 36 percent
to 55 percent. This somewhat slower-than-national rate of suburbanization
reflects New York’s comparatively slow population growth, of which sub-
urbs captured 95 percent.

Chicago grew from 4.9 million in 1950 to 8.6 million in 2010, a 75 percent
increase. The suburban share grew from 26 percent to 69 percent. Suburbs
captured 109 percent of the growth. The core declined from its 1950 peak
of 3.6 million to 2.7 million in 2010.

Los Angeles grew from 4.0 million in 1950 to 12.2 million in 2010, a
75 percent increase. The suburban share grew from 51 percent to 69 percent.
Suburbs captured 78 percent of the growth. The core grew from 2.0 million
to 3.8 million.33

Of course, suburban dominance has been particularly marked in the
fastest-growing urban areas, mainly in the Sunbelt, outside California.
Dallas-Fort Worth grew from 0.853 million to 5.122 million from 1950 to
2010, a 500 percent increase. The suburban share grew from 17 percent to
77 percent. Suburbs captured 89 percent of the growth. During this period,
the Fort Worth urban area was subsumed into Dallas-Fort Worth.

Phoenix grew 16 times larger, from 200,000 to 3.6 million from 1950
to 2010. The suburban share grew from 51 percent to 60 percent. Suburbs
captured 61 percent of the growth. The smaller suburban growth reflects
massive core jurisdiction (city of Phoenix) annexations that left it about 40
percent less dense than Los Angeles suburbs.34

Canada: 1950 to 2021. Although it has political and cultural differences
from the US, Canada largely follows the same pattern. Vancouver is
unusual, with its core jurisdiction having densified substantially within
its fully developed stable borders since 1966, increasing approximately
70 percent in population by 2021.35 Yet Vancouver has become 71 percent
suburban, an increase from 38 percent in 1950.3° The suburbs have cap-
tured 81 percent of the growth.

Toronto’s growth has also been overwhelmingly suburban, with
100 percent of growth in the suburbs from 1951 to 2001, during which
time it transitioned from 22 percent to 63 percent suburban. Then, amal-
gamation increased the core by four times, yet more than 9o percent of
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growth continued to be suburban over the next 15 years.3” Overall, across
the country, according to the American Suburbs Project of the Massachu-
setts Institute of Technology (MIT) and Queen’s University in Canada,
75 percent of Canada’s metropolitan population lives in automobile-
oriented suburbs or exurbs.3®

The European Experience

The United States and Canada may be suburban nations, but they hardly
stand alone. This section analyzes the evolution of international urban areas.
Post-1800 suburbanization emerged especially in London and Paris, which
with other examples are discussed below (Table 3).3? An important defining
characteristic is falling population densities, principally made possible by
transportation advances that enabled faster traveling in urban areas. For the
most part, urban trips were made by walking until travel times were improved
by mass transit (in the mid-1900s) and then the further travel-time improve-
ments by automobiles (in the first half of the 20th century).

London: 1800 to 2021. In 1800, when nearly all travel in urban areas was
by walking, the London urban area had a population density of 69,000
per square mile. When transit had become mature, in 1900, London’s
population density had dropped to 55,000 per square mile. In the present
automobile-oriented urbanarea, London’s population density hasfallento
16,600, down more than 75 percent from 1800.4° Since 1901, all of London’s
growth has taken place in the suburbs,* which had 30 percent of the pop-
ulation and increased to 56 percent by 1950. Since 1950, these trends have
accelerated; as London’s population increased from 8.4 million to 11.1 mil-
lionin 2021, the suburbs have captured all the growth and now account for
67 percent of the population.

However, post-1950, the suburban increase underestimates disper-
sion. A greenbelt was imposed in the mid-2oth century to stop the urban
expansion. Growth then leapfrogged over the greenbelt. The counties
outside the greenbelt added 5.6 million residents from 1951 to 2011, cap-
turing 47 percent of England’s growth compared to their 16 percent share
in 1951.4*
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Paris: 1800 to 2021. Nor can this all be written off as a characteristic of
Anglo-Saxon urban areas. Paris had a population density of 129,000 in
1800, when nearly all urban mobility was walking.43 Late in the transit era
(1900), the Paris density dropped to 32,000.# Now, in the automobile era,
the urban density is 9,800, down more than 9o percent from 1800.

The Ville de Paris (core) population peaked in 1921, at 2,906,000.%
Since then, the core has lost 700,000 residents, with all growth in the sub-
urbs. By 1950, 56 percent of the population was in the suburbs, which now
hold 8o percent. The urban area grew from 6.3 million in 1950 to 11.0 mil-
lion in 2021.

Other Selected Urban Areas: 1950 to 2021. Similar patterns apply to other
European urban areas. Barcelona, 29 percent suburban in 1950, became
65 percent suburban by 2021, with 87 percent of growth in the suburbs.4®

Milan, at 33 percent suburban in 1950, became 65 percent suburban
by 2021, with 96 percent of the growth in the suburbs. Despite conscious
policies to restrict suburban expansion, Zurich has become 53 percent
suburban from 17 percent in 1951, with the suburbs capturing 94 percent
of the growth.#” With similar policies, Copenhagen follows the same pat-
tern, increasing the suburban share from 37 percent in 1950 to the present
53 percent. During that period, 96 percent of population growth occurred
in suburban areas.#®

A Truly Global Phenomenon

These trends can be seen around the world. Tokyo has been the world’s
largest urban area since the mid-1950s. It has grown from 8.6 million in
1950 to the present 39.1 million, but little of this growth occurred in the
core. The suburbs captured 86 percent of this growth.4? Suburban Tokyo
had 52 percent of the population in 1950, which rose in 2020 to 76 percent.

This pattern also applies to other parts of East Asia. Shanghai has
grown from 4.3 million in 1950 to 22.1 million in 2021, with 87 percent of
the population growth in the suburbs.5° Suburbs had virtually none of
the population in 1950, rising now to 70 percent. Manila has grown from
1.5 million in 1950 to 24.0 million in 2021,5" with 96 percent of the growth
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in the suburbs.5* In 1950, Manila was 35 percent suburban, rising now to
92 percent.

Australia has largely adopted British-style planning, which seeks to con-
tain “sprawl,” and continues to ignore the blandishments of planners, pun-
dits, and most academics. Melbourne has grown from 1.3 million in 1950
to the present 4.6 million, with the suburbs accounting for 97 percent of
the growth. The suburban share has increased from 93 percent in 1950 to
96 percent in 2021. This minor increase is due to the minute size of the
core jurisdiction,> which now has fewer than 200,000 residents. Using
smaller census areas, the MIT and Queen’s University American Suburbs
Project estimates that 75 percent of Australia’s metropolitan population
lives in automobile-oriented suburbs or exurbs.>*

Nor is this merely a phenomenon of wealthy urban areas. Suburbs of
Buenos Aires grew from 42 percent of the population in 1950 to 81 percent
in 2021.% The suburbs accounted for 99 percent of the urban-area growth
from 5.2 million in 1950 to 15.6 million in 2021. In Mexico City,*® 102 per-
cent of the post-1950 growth was suburban.’” The suburbs grew from
34 percent of the population in 1950 to 91 percent in 2021 as the urban area
grew from 3.4 million to 21.5 million. The urban footprint of Sio Paulo>®
expanded more than four times from 1953 to 19875 and has expanded up
to 70 percent since that time.®®

Suburbanization has also been substantial even in some of the poorest
urban areas. Obviously, this is different in character due to less affluence.
Neat suburban townhouses and leafy neighborhoods are less than univer-
sal, and suburbs can include shantytowns or slums (as is also the case with
cities proper).

Yet the spatial pattern remains surprisingly similar to the more devel-
oped parts of the world. Africa, for example, is home to some of the world’s
fastest-growing urban areas. Lagos grew from a population of 300,000 in
1950 to 15.5 million in 2021, increasing more than 45 times.®* All growth
was in the suburbs, which had a 34 percent share in 1950 and now have a
99 percent share.

Ethiopia’s gross domestic product (GDP) per capita ranks in the bottom
10 percent of geographies, more than 9o percent below the world average
according to the World Bank.®? Yet the capital, Addis Ababa, expanded its
urban footprint from 1987 to 2017 by nearly 200 percent.%
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The same pattern is evident in India, which is projected to become the
world’s most populous nation before 2030.%4 The core of Delhi has lost
population since 1960, when the urban area was 64 percent suburban, and
is now at least 97 percent suburban.® Kolkata has grown from 4.7 million
in 1950 to 18.7 million and transitioned from 36 percent suburban in 1950
to 86 percent in 2021.9

Given that the UN projects that nearly all urban growth (95 percent) will
be in the less developed world from 2020 to 2050 (2.180 billion),%” what
happens in Delhi, Kolkata, or Lagos may be more crucial to the future of
urban areas than anything happening in the more developed world, which
is expected to account for only 5 percent of the world’s urban growth.

Dynamics of Urban-Area Growth: Toward a More Dispersed Future

All this violates a common perception that urban areas become denser as
they grow. In fact, the tendency is the opposite, as the New York University
Institute of Urban Expansion’s Shlomo Angel has shown.®® Further, with
a majority of the world’s population now urban, media reports sometimes
imply that the average urbanite is in a megacity, such as London, New York,
or Tokyo. In fact, the median world urban resident lives in an urban area
with about 600,000 residents, such as Geneva or Grand Rapids, and many
live in urban areas with just a few thousand residents.®

Much the same can be said about economics. Despite the revival of some
urban cores earlier in this century, the relentless dispersion of jobs contin-
ues. Crucially, the automobile has allowed employment and commercial
activity to disperse throughout urban areas, particularly in higher-income
nations. According to Jackson, this began early; 8o percent of the employ-
ment in metro New York was in the urban core in 1920. By 1970, more than
one-half the employment was outside.”®

More dispersion was to follow. Joel Garreau’s Edge Cities identified new
suburban employment centers in the early 1990s, some rivaling downtown
areas (central business districts).”* Edge cities brought employment, shop-
ping, and entertainment opportunities closer to residents. The earliest
edge cities appeared in metros such as Atlanta, Houston, and Los Angeles,
and many more were built elsewhere.
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Figure 4. US Major Metropolitan-Area Employment Dispersion and
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Source: Bumsoo Lee and Peter Gordon, “Urban Spatial Structure and Economic Growth in US Metropolitan
Areas” (working paper, University of Southern California, Los Angeles, CA, January 2007), https://lusk.usc.
edu/research/working-papers/urban-spatial-structure-and-economic-growth-us-metropolitan-areas.

Then even more dispersion followed. Bumsoo Lee and Peter Gordon
at the University of Southern California found that by 2000, 80 percent
of employment in 79 major metropolitan areas was found outside both
downtowns and edge cities (Figure 4).”> Moreover, since 2000, more than
90 percent of major metro employment was in the suburbs and exurbs.”3

Employment dispersion similarly proliferated around the world. Some
of the most notable examples include Canary Wharf (London), La Defence
(Paris), Levent (Istanbul), the Moscow International Business Center, and
Santa Fe (Mexico City). Two of Manila’s edge cities exceeded employment
in the historic central business district.7+ Sdo Paulo has nine large centers
outside the historic central business district.”>

China also has large edge cities. The most famous is in Shanghai’s
Lujiazui (Pudong), with three of the world’s 35 tallest buildings sharing the
same intersection.’® The Pearl River Delta,”” Suzhou,”® and Tianjin7® have
multiple edge cities, with many more across the nation.
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The Importance of the Metropolitan-Area Labor Market

Shifts in technology and transportation are crucial to ensuring access to
jobs.8 According to Bertaud, metro success requires “the ability to move
quickly and easily between locations.”® Unparalleled access is the auto-
mobile’s overwhelming attribute.

According to Northwestern University’s Robert Gordon, “Much of
the enthusiastic transition away from urban mass transit to automobiles
reflected the inherent flexibility of the internal combustion engine—it
could take you directly from your origin point to your destination with no
need to walk” to a transit stop, where you would often need to transfer to
another railcar (“which required more waiting”) and then “walk to your
final destination.”8?

According to University of Minnesota research, cars can provide, on
average, 30-minute access to 58 times (5,800 percent) as many jobs as
transit can in 50 US metropolitan areas with populations of more than
one million. This includes metro New York, served by the nation’s leading
transit system, where automobiles can provide six times (600 percent) the
30-minute access as transit can.®3

Similar research finds 30-minute automobile access is 6.6 times that
of transit in Australia, 6.0 times in Canada, 15.2 times in the Netherlands,
and 5.5 times in New Zealand.® In Buenos Aires, those with automobiles
can access 6.5 times as many jobs in an hour as those using transit.?

Jean-Claude Ziv of the Conservatoire National des Arts et Métiers and
I estimated that a comprehensive rapid-transit grid, with access similar
to that of automobiles, would require funding from one-third to all of an
urban area’s GDP each year.3

Access to automobiles is crucial to achieving poverty reduction.
Research by David King (Arizona State University), Michael Smart (Rut-
gers University), and Michael Manville (University of California, Los
Angeles) indicates that carless households are 70 percent more likely to
be in poverty.®” Margy Waller of the Progressive Policy Institute noted, “In
most cases, the shortest distance between a poor person and a job is along
a line driven in a car.”®®
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The Next Act: The Rise of Remote Work. Particularly since the pan-
demic, remote work now offers the chance for many to eliminate or
reduce their physical commute. Many employers are adopting a “manda-
tory hybrid” model, in which employees commute to work at least some
of the time.? This represents a tectonic change from the traditional pre
pandemic commute.

As remote work has increased, people have started accelerating the
already-strong move to more suburban and exurban areas. Indeed, remote
work is the ultimate in employment access, eliminating the commute
while reducing greenhouse gas emissions.?°

Addressing the Urban Class Divide

Even if technology addresses access and mobility, the real crisis may turn
out to be one of living standards. In 2014, French economist Thomas
Piketty produced a widely referenced analysis of world inequality.”* Soon
thereafter, Matthew Rognlie of Northwestern University found that vir-
tually all of Piketty’s increased inequality was attributable to increased
house values.?>

In the US, housing affordability was far better in 1970, when the price-to-
income ratio was no higher than 3.0 in today’s 53 largest metropolitan
areas. Australia, Canada, New Zealand, and the United Kingdom retained
similar affordability until the early 1990s. However, since that time, many
markets have experienced materially deteriorating housing affordability.

The Organisation for Economic Co-operation and Development
(OECD) reported in Under Pressure: The Squeezed Middle-Class that the
future of the middle class is threatened by costs rising far higher than
incomes. Moreover, the OECD cited the principal contributor as house
prices that have been growing “three times faster than household median
income over the last two decades.”3

More-severe housing and land-use regulation have been associated with
housing affordability losses.?+ Both the OECD and Rognlie urged a review of
such regulations. In particular, widely adopted urban containment has been
associated with severe losses in housing affordability, through the use of
strategies such as urban-growth boundaries to constrain urban expansion.
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Bertaud describes associated consequences, noting that urban growth
boundaries and greenbelts put “arbitrary limits on city expansion” and
that “the result is predictably higher prices.”®

Urban containment elevates land costs throughout the urban area
(Figure 5).°7 Indeed, such higher land prices are often an intended and
expected result.%®

In Rethinking Urban Sprawl, the OECD cautions that housing afford-
ability can deteriorate if sufficient developable land is not available within
urban-growth boundaries.®® Anthony Downs of the Brookings Institution
stresses the importance of preserving a competitive market for land on the
urban fringe.'°°

The least affordable markets in the US all operate under urban
containment—Los Angeles (median multiple of 9.0), San Jose (8.5), San
Francisco (8.4), and San Diego (7.3). Other severely unaffordable markets
have similar policies, with ratios over 5.0, such as Seattle (5.5), Miami (5.4),
Denver (5.3), and Portland (5.1).

Similarly, highly unaffordable international markets have urban con-
tainment, such as Vancouver (11.9), Sydney (11.0), Auckland (8.6), and
Toronto (8.6), which has more than doubled its house prices relative to
incomes in just 15 years.'**

Further, markets subject to stronger housing regulation tend to have
greater price volatility, which during the housing bust of the late 2000s led
to huge pension losses and upset millions of people’s lives.'*>

Edward Glaeser of Harvard University and Joseph Gyourko of the
University of Pennsylvania found in metro San Francisco, which includes
the city and suburbs in four counties, that land values'®3 were approxi-
mately 10 times the expected 20 percent in a well-functioning market.'*4
San Francisco has strong urban-containment policies. These policies
have had a similar effect in Australia, Canada, and the United Kingdom,
as costs have skyrocketed. The dream of homeownership has become
hideously expensive for people in many of the world’s greatest metro-
politan areas.

Yet, most major markets in the US remain relatively affordable, as do
some Canadian markets. In pre-pandemic 2019, 33 of the 56 US major mar-
kets had median multiples of 4.0 or less. In these markets, preserving hous-
ing affordability is not so much about “making room” for urban expansion,
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Figure 5. Urban Containment Effect on Land Value: Urban Gontainment vs.
Traditional Regulation

Urban Growth Boundary
/ (Urban Containment Effect)

Residential Land Value Curve
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Note: Under traditional land-use regulation, in which there is no urban containment boundary (under
“Traditional Regulation”), the land price gradient would be smooth (the green line labeled “Without
Urban Growth Boundary”). On the other hand, an abrupt increase occurs at the urban boundary in an
environment with an urban containment boundary (the red line labeled “With Urban Growth Boundary”).
Source: Adapted from other works dealing with urban growth boundaries. Other graphical representa-
tions of this relationship can be found in Gerrit Knaap and Arthur C. Nelson, The Regulated Landscape:
Lessons on State Land Use Planning from Oregon (Cambridge, MA: Lincoln Institute of Land Policy,
1992); William A. Fischel, Zoning Rules! The Economics of Land-Use Regulation (Cambridge, MA:
Lincoln Institute of Land Policy, 2015), https://www.lincolninst.edu/sites/default/files/pubfiles/zoning-
rules-chp.pdf; and Gerard Mildner, “Public Policy & Portland’s Real Estate Market,” Quarterly and Urban
Development Journal, 4th Quarterly (2009): 1-16, https://web.archive.org/web/20150620083722/
www.pdx.edu/sites/www.pdx.edu.realestate/files/1Q10-4A-Mildner-UGB-1-31-10.pdf.

as Angel advocates,'® as it is about not taking away competitively priced
land for urban expansion and better affordability.

But this will require that these metros avoid the policies of the exces-
sively unaffordable metros, especially California, Sydney, and Vancouver.
The impossibly excessive cost of living is driving outward migration in a
phenomenon the Los Angeles Times has called the “Great California Migra-
tion.” % Since 2000, California has lost a net 2.7 million residents to other
states'®’—nearly as many people as live in Chicago.
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Figure 6. US Population Distribution: 2020 Census
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The Future?

Over the past two centuries, transportation advances have allowed people
to disperse, living farther from work and in more owned interior and exte-
rior space. Now information technology is creating more personal time,
with online access replacing much travel related principally to work, shop-
ping, and other destinations.

This improved access is available throughout many nations, proliferat-
ing through metropolitan areas of all sizes. For example, in the US, large
labor markets house about 9o percent of the population.'®® Full-time or
intermittent commute travel (such as weekly or monthly) makes it easier
for people to live farther from their employer (Figure 6).

Increasingly, the conveniences of urban living—such as broadband, arts,
and entertainment—are becoming available even in largely rural areas.
Better rural internet access could bring further convergence.'®®

With suburban, exurban, and rural attractiveness improving, the costs
of living in urban cores could decline, driven by a balance of supply and
demand in housing markets. Even if this scenario proves to be a “future too
far,” future urbanization is likely to be shaped by greater virtual activity.
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Dense urban cores are not dead, nor will they expire. However, to com-
pete with suburban and exurban areas, they must foster a quality of life
that attracts and retains people.
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