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Urban economic models, where people choose locations of their residence,
generally have multiple equilibria because both positive externalities from agglomeration economies
and negative externalities from congestion arise. Simultaneously, policy discussions are important
because equilibrium is generally inefficient, owing to the presence of externalities. However, under

the presence of multiple equilibria, an economy does not necessarily move to the efficient state
where social welfare is maximized, even if a policy is implemented. This project shows that stable
equilibrium can be unique for the following two cases: when the spatial unit of areas over which
people choose to locate is small and when people have forward-looking expectations.
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