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The cost of city life: the diseconomies of agglomeration

All of us who live in a city or interact with them in some way realise that, in spite of the many advantages, city life also has some
drawbacks: traffic, crowds, pollution, the cost of housing, etc. This article examines the negative effects of the geographical
concentration of economic activities and population or, in academic terms, the diseconomies of agglomeration.

By way of introduction we should first point out that the drawbacks associated with city life can differ depending on the type of
city. A horizontal sprawling city with a lower population density, such as Los Angeles, has higher associated transport costs
whereas in vertical, more compact cities with a much denser population, such as New York, house prices tend to be higher. Such
cost differences, monetary or otherwise, are an important factor when it comes to understanding why cities come in so many
different types and sizes.
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A second element that also needs to be taken into account is the higher cost of mobility in large cities. Returning to the case of
the United Kingdom, it has been estimated that, if the time invested in commuting were valued at the same rate as the time
devoted to working, the cost of commuting would represent 19% of the average wage.® The cost of transport is therefore closely
related to the real estate market. In fact, the price people are willing to pay for a home depends, among other factors, on the
associated commuting costs: the closer a home is to a city’s services, the more expensive the property because less time or
money will be spent on travel, as shown in the graph.

Thirdly, cities tend to have higher crime rates. Economic literature has documented the existence of a positive relationship
between crime rates and the size of a city. Moreover, spending on security and the level of precaution of potential victims is
greater in cities.” The cost this entails is not insignificant. For example, the economists Cullen and Levitt (1999)8 estimate that, in
the US, a 10% increase in delinquency in a city involves a 1% reduction in its population. Higher educated households and homes
with children tend to be the most sensitive to this factor. Although this cost has gradually fallen in the last few years, particularly
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With a view to the future, technology will play an important role in containing the costs of agglomeration. The new concept of
smart cities, which aims to improve the quality of life in cities by incorporating technology in urban services such as the
management of traffic, transport and waste, will help to considerably reduce the costs of transport and pollution. Technology
therefore represents an opportunity to transform the current model of city and make it even more appealing.
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