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Urban Growth and Decline Based on the Theory of Monopolistic Competition*
By Yuzuru MIYATA** * Jian ZHANG***

In progressing of urbanization in the world, over and less population problem has still been a serious issue. Particularly in
middle and small size cities, hollowing out phenomenon in the central district of a city has been causing another environmental
issue including increases in energy consumption and environmental burden resulting from long distance transportation, in
addition to a negative impact on urban growth. From this background, this article aims to clarify the principle working in urban
growth and decline based on the theory of monopolistic competition. Krugman examines a two region economic system
applying the theory of monopolistic competition by Dixit and Stiglitz. This paper partially follows Krugman’s theory, but
develops a dynamic equilibrium simulation model for a two city system, which has never been constructed even in Fujita and
Krugman'’s study. And then this article numerically examines the conditions how cities grow or decline due to a new entry of a
firm.
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