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Motivation
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General equilibrium model with spacial linkages 1/4

Spatial general equilibrium model:

locations are linked through
I good market (trade)
I factor markets (migration and commuting)

Consumer preferences: Cobb-Douglas

Good consumption: CES
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General equilibrium model with spacial linkages 2/4

Land price:

Goods price:

Share of goods consumed:

Workplace income:
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General equilibrium model with spacial linkages 3/4

Probability a worker chooses to live in n and work in i

Overall probabilities:

Conditional probability:

Expected worker income:
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General equilibrium model with spacial linkages 4/4

General equilibrium:

A vector that maximizes worker’s
utility and solves previously given equations.
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Calibration of the model

Data (2006-2010):

Commodity Flow Survey, American Community Survey, US
Census, Bureau of Economic Analysis, GIS data
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Heterogeneity of the local employment elasticity
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Conclusions

Develop a general equilibrium model that incorporates spatial
linkages

Document substantial heterogeneity across counties in the
elasticity of local employment

Show that this heterogeneity is hard to explain with usual
empirical controls, but is well explained by measures of linkages in
commuting networks (i.e. share of residents that work locally)

Provide additional empirical evidence using Millior dollar plants

Show that commuting matters on the aggregate level – decrease
in commuting costs is associated with an increase in welfare
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Thank you
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Appendix
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More empirical evidence: Million Dollar Plants 1/2

Data:

location decisions of million dollar plants (MDP)

source: corporate real estate journal Site Selection

sample: 166 counties 1972-2003

(Greenstone, Hornbeck, and Moretti 2010)

Augment Diff-in-diff with a measure of openness of the labour market
to commuting (residence own commuting share):
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More empirical evidence: Million Dollar Plants 2/2
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6 Counterfactual estimations: Welfare
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