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Abstract

We propose a simple model of distribution of economic activity across cities of
endogenous size and number determined by individual incentives. The indi-
viduals populating our model are endowed with idiosyncratic entrepreneurial
creativity the realization of which requires urban agglomeration linked to a
crowding cost. As the latter is higher in cities of larger size, this leads to a
trade-off between productivity and congestion. While our focus on distributive
aspects comes at the cost of stylized behavior, we aim to provide a tractable
framework to think about the interlinkages between various measures of ur-
ban development which became increasingly available through accessible data
sets. Our predictions include a U-shaped relationship between the well-known
measures of urbanization and urban primacy, a hypothesis that we test em-
pirically using World Bank data.
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