Accepted Manuscript

Modal choice and optimal congestion

Quentin David, Renaud Foucart

PII:
DOI:
Reference:

To appear in:

Received date:

Revised date:

Accepted date:

jonal

é%%lmNCE
&urban

ECONOMICS

S0166-0462(14)00040-4
doi: 10.1016/j.regsciurbeco.2014.04.005

REGEC 3050
Regional Science and Urban Economics
3 December 2012

27 March 2014
7 April 2014

Please cite this article as: David, Quentin, Foucart, Renaud, Modal choice
and optimal congestion, Regional Science and Urban Economics (2014), doi:
10.1016/j.regsciurbeco.2014.04.005

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/10.1016/j.regsciurbeco.2014.04.005
http://dx.doi.org/10.1016/j.regsciurbeco.2014.04.005

Modal choice and optimal congestion*

Quentin David" Renaud Foucart*

March 25, 2014

Abstract

We study the choice of transportation modes within a city where commuters have hetero-
geneous preferences for a car. As in standard models of externalities, the market outcome
never maximizes aggregate welfare. We show that in the presence of multiple equilibria prob-
lems of coordination can worsen this result. We discuss two policy tools: taxation and traffic
separation (e.g. exclusive lanes for public transportation). Setting the optimal policy is a nec-
essary but not sufficient condition to maximize aggregate welfare. Even with a social planner
maximizing aggregate welfare, a city may find itself stuck in a situation where public trans-

portation remains inefficient and the level of congestion high.

JEL: R4, LS5, H2.
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1 Introduction

The cost of congestion is an increasingly important issue in urban areas. For instance, Duranton
and Turner (2011) estimate that a typical American household spends 161 person-minutes in a car
every day. Goodwin (2004) expected the annual cost of congestion in the UK to reach £ 30 billion

in 2010. De Palma and Lindsey (2011) report congestion costs between 0.5 and 1.5% of GDP
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