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We consider the efficient use of city land for transportation and housing. The use of land is
directly related to the welfare of the city residents and therefore it is worthwhile to consider the
ways to achieve allocative efficiency in land use.

We review theoretical results by Mills and de Ferranti; Hochman; Oron, Pines, and
Sheshinski; and Akai, Fukushima, and Hatta. We found that many theoretical results have
practical implications, and they are useful to formulate policy recommendations. For instance,
Hochman’s result shows the optimal level of congestion tolls for commuters, and OPS and AFH
models-provide policy foundations for Pigovian congestion tax, and for reforms to move to
more liberalized market arrangements.





