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Equilibrium Analysis of Location and Bid Rent Curve

Hidetoshi YANO and Yusuke OHTA

Abstract

The main purpose of this note is to review some approaches of the bid rent curve which plays an
important role in determinimg a location site in urban economics. Although the bid rent curve is a
fundamental concept in residential and industrial location and location policy, we have not seen a clear and
systematic explanation about the bid rent curve. The first theoretical study was done by Thiinen. He
devised the bid rent in the competitive agricultural rent, but he did not refer to the housing location.
Thiinen’s pioneering theory was disregarded for a long time in economics. Alonso revived Thiinen’s theory
in solving the urban location paradox which says that the poor live in the center district of high land price
and the rich live in surrounding area of cheap land price. Alonso’s analysis is the substantial starting point
of modern bid rent theory in urban economics.

The first section of the note presents a survey of the main models about the bid rent curve since Alonso.
We examine some models of the bid rent analysis and show the feature of each model. In the second section
of the note, we explain the bid rent curve in a general context using household behavior in micro-
economics. The last section refers to policy aspects. We propose a housing location model with tax
parameter, in which we try to analyze the effect of the property tax in relation to the housing policy.

Key word : residential location, urban spacial structure, land rent, central business district, bid rent
curve, market rent curve, site size, equilibrium location point, indirect utility function, property
tax
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1 FLodic

AiEid, MOIRFZFCBWTERLRENZRL TV I2R/IFET 72 —FIZOWTHEE
LZHBOBLEEZHME LTW5, fHHMET 7' 0 —F3EE w0, EEH, SCHBKICO
WTHDEREETH2IC022b 6T, FIHAERICOWTHLR2)RT WIS L,
POFELBROBOBEEMLICOWTOEAN LA LR+ TH 5,

FHHEE < 2 BB LMD BFES L LT3, # < i3 von Thiinen (1826) 7 215X,
EBEPIAENBRICOWTOMRICE VA 2HENBERRBY D 5, BIWHI LD
BEBENRLIC & > TRIERIBREICEN L WIHATOBEEE IR 5L W) BE
2Rl L2L, SHERBIZOWTHHT LD THEENILHIZOW TIN5 T
Wb,

Thiinen DL L % 2 He, T bLETH» HEEN B2 L72h5 > T, BIEMIDMIRA 134
EVOBMNBERS ) DRABDENRTRLT S, L I)#BRI4 HOBWHBREZENE S
LWz, Zb»hb 6T, T Thiinen DR ZEFIC OV TIZ DBROBEEDH
BIZBWTFLA LN LS T &7 IR ASE & T - 72, 3 < 20142478012, R M.
Hurd (1903) & R.Haig (1926) (3#HEFE D17 Thiinen B2 4 Tidd L5 & L,
LrL, o770 —FR3EHL LTREATFLINTHY, FRCHmRIicB T
B EREEL > T A EEIR O W THOEREEICKRK L,

Z D%, Alonso (1964) (37 4 ) A DIHDFEEILHIZE VT H ZBEKIFEV ST Fy 7
AFFEETHIEERR L2, 2% ) BEDT W AFEROERIZE W HUE O & v g iz A,
ERERIRIRO LBREBEN T WHBICEL L WIRRTH 5, KT HMBEICOW
TAMMLME 52 720> Thinen B & AR (bid rent curve) #HEHL,
ST Z DFHHERER 2 AL EMHICEH Y Lz, L2 T, 2 Alonso I & 31F1HE
®RWERY, FMHOZEREE 2 BHT 5 2O0RAOMHRFEDHB IO EEN
LTHREEL WL B,

fHITEBI % (bid rent function), fiTEMEKRDFEM D> Tid Alonso D%, Mills

(1967), Muth (1969), Solow (1972), WWH (1972), Henderson (1977), &R (1985),

1) Thiinen RN IEBHRFF N EEIMHRICE S F, Beckman (1966) FEHEIMFIC LR
gr527,
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BWE (1991) HicBWTiITbhTWwa, L2L, ThHLOMBRNEIIHRBICLEET
WBEICZEFDO LN, FHHEERIZ I 7 oRFERICEO(H—3INHEADOFT
BRIICIIE>TWAnworBRkTh b, LEPF->THARBTE, T, ZhFhoERLE
RETEH L, FHHERIEE A W72 0t 2 WAL W B ETE EROPTHEKL, 2
T EMORERE, BICRFOIMTEICOWTOMTICERT 5, 512, BEREMRIC
SABEFRVUANRDIMICEN L 5 U HBERITTPIIONTHIATWLZ LT D,

BT, HAAAI»EMHAERMO L P TEN L S ICHRBELMMEZER 50w ) HEIZ, @
ADBB L HRIR O BB Alonso (1964) NEENHBAIITRREINTWEIAEZHV5
Thld, RDLHIREHEING,

HEHMHICET, FURELMWERBI L TN, 2 O0OMBICERTYT 5. —21U3,
ENBTEDLEENLTHERBILEWIHBETH), wE—03, HrEE2TIEHHD
fLE (=central business district, LI'F, CBD &£ § %)  THOEBEIZENITEF L Wi
EVHRE, TLbBLEILEZNMBENRETH S, bHLIARELELF LHEZRIH
AIRERTRERIIINIZNTITII A, L LUTO#ERICB W TIHEMILD 2D Z DER
IR FHICH T, TXTOH, +—EX, BEARZOPLBICBEWTOAFIAL
3BV HNET B UHEIFAXNOY —EXRAMARII—BTH Y, 202 L IZREERIC
BEENICRELLWbNE T2, 1HEEE) L TN TXTOMENBH % 5> T
BY, BEIIFIEDINTH NV EDOIMMICE > THEBERITLVWLDERET S, 2%,
UTFTIIBESREBICBT 2 EHRNEEL AV TOGHETI LI ETH 5,

BHEBFZOBHIICBWTIE, CALZODOMBEIC YW THERE 5 2 572012,
FE& LTHHTRIL L 72l & 50 & Laginic & ) QB LTS 2 KD
b, FRHREL &L O ICHEERTMOMEL L TREZI NS 20, S HIZZDFFIC
BUL TN RS, HHEBEICOWTHERL, »o, FNEERTLONFE
ROWTHERDERICERFEPNTE2, ZLT, ZOHFLEL BZDHPHTHEEZ AW
2 TH B, FHHEMSR (bid rent curve) (3% b £ & T3 TRIL L 72K BH %2 L1
& B W ITHAH & 7% SR (BLICHRIRE b)) LZMEN N THY,

2) HWBRETHINEAMNLEHRIC OV T3 .M. Henderson & R.Quandt (1971) 3 1ric Varian (1984)
3) WHhWIE—FRLHNRET, MHRFFCBIT2HERBELELZR/LI2BORRELIDAY
L, CHOGTFICBITIHMHOBMEEHobTLNTH S,
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AIEIR VDT EZFERL L9 & T AEAXBLEIBENICH T 2 FBRMMHEICE |
FREKTH D, £ L TERLETEFRNSHEY LEr s HIHERBRETHTER L5
AR BRI T 5 RIS B W THENLHS S e R ES N, 3 5 ITBER
BEDFEGZbNENDTH DB, Lizh->T, MIEREZECBWTIAMERLZHAICBNT
3B ZARECKAT 2 LEM DI B 4w s, HIHMERBELE TH I 7 oRiFEEN
FREPFLEITL->TL 5,

2 HEBROEAETNL

2-1 FEtoIr#iTE

280 2 7 nRBFHBOFIRICL2H > T, KEFDIMMBITEIOFTICE VT H FEHKH
NDLETHHEZBEKRICT S L) RAMTEELEZ%) bDL LTHHARED S,

9, MHTHIMDOETNVOMEREZ R T L 2HIZ, REtDIMHITEIC >V TR
AL EFNIZOWT (i) TayVEFNL, (i) Ya—=WHEFN, (i) ~vrF—
VYETN, (iv) 3 2—R=3INXEFNCHT, ERENIZOWTOHEED AN
oW THR LT, ERBRENRICMHITEMRE A THRHOZEMBEEMBHL T
CTFETH S,

CHLDGMDFHRE LT, RICEFLE—fLOBHOREICIMZ T, HEIL#HRRIC
B2 TIRTOLHIIERL D S DIEEEIC L > THA O THERFE3ND, LWIHRKE
FELCNDE) TRAOTTEANIENZN, HCOMFHur TR L% 5 & 5 X HED
BRREHDIEIDRERIT ) o 72, ZFHEOMKIIFTE & A% LEAERKY ) R (x)
TEDLT,

2-2 EEXKEFNE ¥ DR

(i) 7arvEFNL (W. Alonso (1964))
TaryVizb3EADOHBOKREIFLMDILE g, L2 ARMOZHEE 2, #O
P oDEEEx (=BHOLHA) ICL-TEFZ S L Lz, sHHABKIIERETHY), TXTH

4) FEEE x OBMIZEBRFEOMME LT, FAICE 3,
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2, /2T BB (u,,4,>0) TH B, x BT BZEPEE (<0 Th b, udd
RBEKD x BT 2 REMK, w,ul3ZhEhz,q BT REEBBEHLDLT, —
¥, FEEIHE LTS Y BARM~OX L, Zomo L4 R (x) g, BEEA
Tx)OAFIE L, BEHEE T (2oWTIZEEICE L TROKE R &IT 5,

T (x)>0, T"(x)<0 (1)
2%, ZBEEFEIIIEECET 2IBEOMMBE® 2 BET S, 72, FOE» HEEND
L2 CTlEa X b AR T 22 L2 5, R(x) IZIEHICE T 2RDBERLIRET 5.
Thbb,

R’ (x) <0 (2)
THd, UENRE L ) FEFOEEILHITINIRDOREMRS I LICL-TE LD B,
max #(z,q,2x) —A[z+R(x)qg+ T (x)—Y] (3)

CORDREEHZ Lo LB L, —BORBFIIRN LI 1Tk 5,

u,—A=0 (4)

ug— AR (x) =0 (5)

ux—A[gR (x) + T'(x)]=0 (6)

z+R(x)+T(x)—Y=0 ()
—RBEORGENBEMD R & ) EERMHEICB Tk z £ ¢ » MRS (RERER) oL

A R@)ICFELY, T4bb

%:=R (x) (8)

EV) BRI 5, AUZESE FIRRS T EHE IS T 5 BRI B W TR AR
ETHEN) T ERIELE LA\,
@WRE2EBRIRALT
R (%) q=—(T" (%) — ux/ ) (10)
INE X IZOWTHRNT, 20 x 2 THEEHRNICRAT 2 L2 & ) DDIEEHHRE
L, BalidmhsRkobnbd, TR NLBENHHEETVORREREX S, £HD
DFFIIEATHY, THOIL»LFKFOMMITEHIZEH IR P eLaX b v—FF
TERICEDREENEZ Lb2 B,
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) FITL VBRIV e HTE S,
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ZRTurETNG, EEEEMADRENEETEFTNVICEL Z, 2F VRO HEEE
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LFo (i), (ii), (iv) DIEREFNVOFEREL B,
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TarVETNTREBCHTIAMAFERINTWSEY, Yo—=IHEFNICE
WTIIERBES IS RIZTHRIIBE L v, MLIIEFREIr BN L2522 T, B
BN AR INBEEEZ LN P LTHS, 2D, BEEEIZAICHINTH S &
WIS ETHB, ZOMICOWTIRT OV ERKICER 5 &, FEITHBIREFVITK
PP RN ¥ (-

max #(z,q)—1[z+R(x)g+T(x)—Y] | 1)
—BOSMIIERIBEICOWTIRT oV ERKET, SHSEIILUTHAE S Ik 3,
R (x)q=T"(x) 12

ZDORIZOWT HFEBRIC x IO W TRITHIBEN S AR 515, BFEIZIZ00IC
RCHEOHESA-T WV, TRYYVEFL LRSS 2 L, B SEE x 2BH
NBEZLTENHELMHEETNICE>T w3,

(iii) ~>#—v »E7)\ (J.V. Henderson (1977))

N T=Y Y I3BRAEEICY Y —RREZHARAT I LI L > THRRETLVOIIEER
ToTWwd, 2%), VI —REFMHBNEERERICL 2L WIEITH S, Kitowh
FAIZARM 2z, THDIRE g, VI —BM [ L VERINDE, T4bb, u=ulz,q,)) &
L7z SHOETFNIZBWTREKRFBEICTERMBNIEI»?(24—1(x) —t(x) ZMZ 5,
VYx— LIIBEBEDBME L HICHDTHINE T 5, ¢ ISHALIERES 2 ) DBEERERE T
Hd, TLTEEHH» L IIEHBEAZBRCTWI. 4, y 2577 VaREKE L TR
KLMEZ 5 <,

max #(z,q,0)—A[z4+R(x)g—Y]—7r[24—1(x) —t(x)] 19

—EOERHFE L LD, TNEZEET L ENHMHEIRN LI KL D,
, __wot_ _ ot
R (x)q=—35="PW5 14

CHEFATIITO YRV o—=WHEFNVELELY, BEBEIA L TICITSEL

— 106 —



SCHEDIGE AT & AT EAR (REF - KEH)

VO — b EMDIEEDBIRETNE L D, iV VX —DBREMHEED DT, P(x) i3
BEMETRLIV D —DBRFDATH), PLE)=u/A ThHb. x ¥EMLIZHE, |
() WD T 25V ¥ v —DMEIIEMT 20T P(x) 3T %, 2% ), EEEER» K
(B LIV BONE Y, ZOFV Vv —FRIFRBLTINT, CHOMV—FF7
DR TEBILIBARESINLZ LIZX B,

(iv) $2—X=3INVXEFNY (Mills (1967), Muth (1969))
22—ZADEFNIBENE A E EM L FTROBKLE LT T (x,y) TERbLT. —RICE
BOFKEHIL D KRELRBEBREAZPITLI LN TERLELLNED, T,>0TH 5, &
DEFNCBWT HEEBIIMARKY LB N, HRENHARKLMBIROERL &5
LrlebT

max u(z,q) —A[z+R(x)g+ T (x,y)—Y] 19
LB, —BoEMizvoe—=LEEFNLVEIIRILTH 5, HHHEI
—R' (x)g=T"(x) (16a)

THbd, COMRIZI 2 —2ADEBGLRIEN, HETHSEICBWTIZRAREERR T’ (x)
HPRENZ THBHEOGH—R () g It LWt 2RXTW3, b LIDOFRGEHIRILL
LT 3% 6lE, ZOHFAITIIRFHI

T (x)>—R'(x)q (16a)
% & CBD I2ED &,
T (x)<R'(x)q (16¢)

ZHIICBD LR ENPLILIREST, LNEWHALZ/LII LY TELNT, ZHET
NDOEBRIZREN? THD I LHEEIND,

2-3 /ME

A TRT O VEFNVERRBRE LLP L ENENDFERDHRR & B2,

6) I2—R=INXEFNEEL LTI 2-ADEEMMETFTNEEEEE T NVIZT DWW T Brueck-
ner (1987) #*INZXDBER/IICBWTE LD LNTH S, LI2h>T, REXICBWTLEIL
S2—ADEFNERBMLTEL,

7) COREFRGDOHUPRII_ENASRME2H T DeSalvo (1977) iI2& D% &N Twab,
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Tar S ETNOREIILMES CBD b SBEN S L IC L 2RES 5, KEFOMA
RE8 A BERE IR L THEE ICHEN] (quasi-concave) DIBAPBBTH B, LnwHZ L TH3B,
BEORREELHAIREKRD LIz bTHS, Lvwid, Yo—=IUHEFNVIZTa Y
DEABEES, CEEEEZRNLDTH), TR VEFNOREMILEZ I -7 0D TH 5,
NYT=V BV Ve — L LAEFEBEELT, TorYnBEEIOWTORHA
2LV —REEDREAD & L THHBBICHARAT, I 2—X=3INXETNDOEHEE
WTIBRFBHEANEMIFEERANEHNE L THERINS,

BENLAITICOWTRENEFNDETFTNDOBEESH 2N T, Fit 2 & CRESR,
EDE) LM ERETEPICE->TEL B,

3 fHIERER
-1 fHHEDEE

HHER, FrEDOMAKED D L TOHBREDLIBICH T 2XIBEN 2RHLT DT
FRINIMETH S, LA >T, BRIIMHEMBEDIITIC Y 2> THHIHE & Hig
NffitEEE 2 ELYT R(x) L2 RERLTRZ L%, btb3fHIHEER XD & ) ICEH
T 5. b bAHTHE 7 (x, w) BATG-DOMAKEEL HER L0, Hlk x DB ICEET 272
DK X BRDS 5 HBK (BAEMLL)) DR TH S, okl HiE
RIS MM ZERICB 1T S RENHMOTFERKTH S L2 5,

fHHERR BRI

Y-T(x)—z
q(x,u)

NDEHICRDLINBAEHENIT R() = 7(x,u) ¥BOLTUIO) L W UTOBER21E 5,

g _Y—T(x)—z
U, q(x,u)

DT EFHITEREREx CBWTEZHMRICL L ) ERTITFERRAMEEZITL-T
526NBZLEERT 5, ZBBRDERIITRTUIROBKREEZBN2METH 255,
FRICBWTIRAI L v, (192 g i22W T EfHIHESAIL L %4 2 BUBHE ¢ (x, »)
285, qlx,u) 3BOHICOWTOEEZ2H LT,

(Y

7 (x,u) =max
u

(19

8) qlx, ) 3T 0 v VOBHMBEEERBOM TH S, CORXTRAILMAKE>— * VOLEEE
BRBOH T L ZIE 4R, D), by 7 ANMEFBERBOB TR LA (R, W v &5 I2ER
T35,
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S THIRARKE MBS T u=alogz+Blogg LB EAL T »(x,u) & q(x,
u) ZEEHICL LHTAH B,

u=alogz+ Blogg=logz*q* (a+8=1) . (19
ZHRE z TEbT L

z=q A= gwla @0)
2185, ZWIRALT gz THRL LB

gx,u)=a ~*P(Y =T (x)) e g"= @
ThY, BHMIIHHEILUTOL I ICEZ 605,

r(x,u)=a ~#B(Y =T (x))" ¢ s @2

3-2 FIHENHEHE

Rz, bbb UM HEOHEIC > W22 (i) Va—=ILIHEFLZ2HWTXREIC L
NRBTWLZEiZT 3,

z

Y-T(x)

Y-T(")

H
i
|
i
i

A <

] 4 +
q(x,u) q(x',u) r(xu) r(x',u)
X1 EEBEx oBmick? r(x,u),qx,u) DEL

CHDETFNICBWTIL, HHIZARHZH L THDIEENAOBEETHENT, ThE
NZEICE > 72 FHEET, EEFIE L SFAKECIE L2ER02 5 DB BT 5 11T
BERDBZEHTE D,

1i3CBD 26BN B I L2 > T(x > 1), HIRFDOFFITEIED & 5 IEMLT
50 ERLLIZLDTH S, FHIMEIIELNMFELET I TEROAEICINEZ LN
5. XMLk I z YR IITTAGFER Y T @ & LTHEZLNT WS HHE
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Bx DEMEIRBEA T (x) DHRZHRE, 2ORER, KEtOTRGHE Y —T (x) T
T 5, KetZEBRMOWENRL T 2 LHADOXBITKTE I LHTE, L2h->THL
P LEEN ST L2 > TRHTMEIRBAD T 5. ZDBFRE REMICIT

or(x,u) _ T’ (x)
ax  qx,u)

NEHIEDLT, T ERBHRIC L) FIFESKCBOEREFHFENRL & L b
KELOLB[09(x,u)/ox>0]Z EARENVBELH,TH B,

T3, RICTRGFHR Y —T () B —ED b &, ZHFAKEDRKRICHE S fHFENEL IO
WTHRBBICRTWZEIZT 5,

<0? @3

z

Y-T(x)

ol
r(x',u")
X2 RAKEDHKIH) 7(x,u) DEIL

X2 I3BUtRE g W2 ic kDS B u(z, ) 5w (2,¢) ~NEBILL, FHITHEN
EEJMBD u PO u~NETT7PLTWBILERERLTWS, THAFEERTHE ETH

W 2oL EFITERRBEIRE SUMBHREBLT r(x, W) 26 v (&, ) NEWDT
5, COBFREZEFENICIITEBREREHNT

9) COBMBRIBINCEEBRERZHEATLIZLICENFHETE S,
10) EER g(x,2)=glr(x,u) , ] L& Y x ICBT 3 FIHESKLBOLRENT(LRIZ

9q(x,u) o ar(x,u) 9 T'(x) . . P,
o Ak aRq(x'u)>OT§)6°tz?Z@ﬁ%%hEﬁ@ﬁf&ﬁl%liﬁ;kﬁf

H o728, 9§/oR<0& ) &ENFFIIETH 2,
11) LHEEMTH 5 L IBROSTHINTE D, RKEBMIZIRAED g 2BV TEZRMGNE
EVFADEME L BITKES LD LEZRKRT 5.
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X3 fHHEERO —&E L RRK

or(x,u) _ 1 9z(q,u)
o~ 7w on <0 @4

NEHIRRLTIENTES,

DEDZ L E0MHHE 7 (x,u)id x, 2 ICBAL TEKTHY), CHLNHEIME & b ICED
T35, LVWIHIME®BL, lAATHEBMBO—KMLZERIIRI O L <IN, (1)
~(WV)DENFRDETNDIZBWTOLETH»Y TH b, SAKED LR & L b ITfHITE
BRI THIZS 7 13 2,

2B E BB BEREICBY L TIRB DB MBIE T h 5 7% & T EMERIZA T ) Dy
B#EZxs, @&Y,

*r(x,u) _  T"(x) n T (x) 9q(x,u)

o’ qlx,u)  qx,u)?* ox
B ARELY T (x) 0% DTHANE—HIIFATH Y, 72 T (x) >08 LURE
MRICEVBETHIBIETH 5, &> THFEC O HHEMBHBE IS LOBMPBEK TS 5
Z EHHER I N,

3T, bbb EMBRIIEAICH LMOBBTHH v nine & i r(x,u) »*
THIZV 7ML w ) BB, 20k BHHEOHE IZHBEMARKO#HRES =

>0 (25

12) (0, (2, 04, (lba)RiCBWTHLE g TH S LFITEDDEIFETHNTHEI bR b,
13) FEEBAREKICOWT L Z2DEARM % HH 1T Henderson & Quandt N 3 ki % & IFIC Varian
(1984), FEFT (1986) ENMMERICHT I EESHEAZ L, T2, THOFFICBITHHEDHAN
K77 a—F2 Solow (1973) IZF L\,
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AT THIENTE D, 2L 21F2-2 (1) D—BOXRHEL» LEr T BERREK
ERATOILICEVEEDARK V 5605, $4bbTarVEFNMIIENT
1
ul2(,R,x),3(I,R),£]= V(I ,R,x) 26)
E% b, ZITI BRBEAZBROZRKFDIRSHBTI=Y-T ) TH5,
PR V(I ,R,x) 13T XTHI>0, R>0, x>0ICBWTHEKETH ), R NIEM
LEHITHAL, IT0EmE L bicHmT s, 20,

VU, ,R,x) 9V (U,R,x)
ol oR

PEWRT S, Rx)=rx,u)ThiI, VIR, Y-TKx)]=V[rx,u),Y—T(x)]T
Hb, QNED VI RDOBALEETH 55 6 RDOBEBEFBILT 5,

>0, <0 @n

VIR&), Y—-TX)]=Virx,u),Y—T ()] @9
F/olt
VIR, Y—-TXI<Virx,u,Y—T(x)] @9

CHRICDOWTRRTELMNLEY, DL LEBESHRRICOWTOBRFLNVHSL
PO EBRIIM T ZERIC B W T ER SN EZJNMRTH S, L)L TH D,
@ORICONT H LD &5 LEFBMRAIRILYT 5728, 2 YV RFHILEDOIHAICELTY
|ERNICT L, X1, X2 0EERMBIC &) FIHEMBOIFET 5720, FIHERKIT
HERZEHMOEEZHMG 2 BT EZMONBT SHMBICETERRELTEILNS, 2L
ICETHZEB TERES N EZRMGEE L LI, bUbIIKREOSHER % P L Totr
THILENFREL L BbIITH 5,

4 FKEtOBWEILH A

FETIRHHTER LN B MEEERY Db L THEHTY LH LT ERE R
WTEADIHREIEN L IfTbNEPITOVWTRTA S,

14) fERSHEEG L (3 L EMOBEIC W THBIcBWTEZ s tRiiigTH 5,
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