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Shedding light on urban pol

Urban economic models should raise the '

shows how this can be done.

Richard J. Arnott

| ost debate over urban public
/i policy, especially land-use policy,
I Nis rudimentary and parochial, The
majority of citizens who participate in such
debates consider private rather than social
interests, with concerns restricted to their
neighborhood or, even more narrowly, to
the market value of their properties, Local
government planning agencies typically lack
the expertise and resources to undertake
sound analysis of land use, and must use data
that are fragmentary, outdated and dirty.
What expert advice is drawn on is often
ideological; economists advocate pricing
and market-based policies, and planners and
other social scientists, distrusting market
outcomes, argue for regulatory changes. In
this dismal policy environme
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regional and national planning agencies can
do much to raise the level of policy debate.
They can take a broader perspective, above
the fray of local politics. They also have the
funding to assemble metropolitan databases,
as well as the analytical expertise that local
governments lack. An increasing number of
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nt, metropolitan,

planning agencies are using urban simulation
modelling, Particularly for land.yse Planning,
Now writing in Natyre Climate Change,
Vincent Viguié¢ and Stéphane Hallegate' offer
a way forward for the design of urban climate
policies. They examine the effects of different
climate policies on metropolitan Paris wigh
a simple economic urbay simulation model
and show the superiority of 3 policy mix over
single measures,
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simulation models tconomic and nop-
tconomic. Economic models incorporate
the stabilizing effect o
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f prices. For example,
IS running low, jt price will

increase and EConomic agents firms and
households — will cut back on its use. The
first urban simulation models W

economic. In Lowry?, and its descendents,
including Waddel)* disequilibriyym between
supply and demand in land and property
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markets is dealt with through arbiarar&"ing
quantity adjustments. In Forrester -‘,Ohmue
the absence of g stabilizing fbcdb“"é}l‘ the |
prices, the city almost always ks 1othe
rails in some doomsday scenario or an =
(See Nordhaus® for an economist’s C.rl.t.'-u']
of Forresters similar World Dynamics ;def
Most economic urban simula‘nti(‘)ll m
are computational general C‘I“”'brfumhrfg
(CGE) models. CGE models contain : g
groups of agents, households, firms :l':julcs y
governments, and comprise three ml( ) s as
ones that specify demands and Sllpp..lc'mz
functions of prices, and a market-¢ I_‘"r:h;
module that solves simultaneously tof. ind
Prices that equate demand and S“PPIY”IV 1se
Markets. CGE models are now ”)““n.L ta
In analysing trade, tax and cn\’im"m‘hnrougl
policies, which impact the economy [. differ
multiple markets. Urban CGE models Jude
from other CGE models in that they ]T]‘r’kcts.
localiun-speci[ic land and property m:lxccllc’l
Vigui¢ and Hallegatte' provide an ‘ urbar
example of how even simple cconuml; use
simulation modelling can inform laﬂ|‘ A_()l‘nc
Planning and policy debate, and she(_""rs
light in the policy gloom. The ""Scaﬂ-[::ucc
apply a carefully constructed and Cﬁ‘h i
urban CGE model, developed w"h.m, jvidud
planning agencies, to examine the mdn\'c
and combined effects of three i””"ftmm
climate policies — g greenbelt policy: ing
public transport subsidization and u)n]'ta;n
' reduce flooding risk — on metropoli s
Paris, To understand the economic 1('81.Lort
their model, consider their public transp
subsidization policy, which entails a stch
reduction in the average fare and a sW ‘]- s0
from a zonal-fare to a single-fare “;)r"\'.[en.i;[ions
that fares fy) Proportionally more at loc ansi
further from central Paris, Near major :r-—
routes the demand for housing i“”“asﬁch
by more at more distant locations — ¥ ]t
causes housing rent to rise, housing uni
Size to fall and the metropolitan ared ‘I.O“
€xpand outwards, The opposite occurs ‘cli""
other Iocutions, which become less “_“r‘:hc
than before the policy. Compared »\"_‘l_]rmng
status quo, the policy does well in m";)b..,n
climate change (by reducing car trave -l‘uci”-*’
impro\'ing housing affordability (by re¢
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Ce .
bi(r)‘(tlzzle :’szzl is rcnts),.but poorly in terms of
deV6|0pedty P‘rot?ctlon (by expanding the
the senib] area). T h.e researchers come to
mix of o} e -Co-nclusmn that a judicious
improvlijn ictes works best, by significantly
Bia e gon tl?e status quo according to all
I;Pec ified objectives.
in thzlzgve to many simulation models
ec(momilences and in other branches of
Models fS.h and relative to urban CGE
il Hal? t. e r’escarch frontier?, Viguié
It solyes zgcllttcs model is unsophist{catcd.
which be nly for long-run policy effects,
- infmc‘?use of the durability of buildings
T ob ructure can take a very long
single ce thr; it treats Paris as having a
it SUbu?bre for non-local employment™ ",
——— an elllploymf:nt subcent.res are
i CCOnog lpcreasmgly lmpo'rtant; it contains
el Comlc forcc?s accounting for thc.: .
thatls thengenn:atlon of economic acpyuy
it igng efining characteristic of cities;
res the heterogeneity of firms and

households; it takes land-use restrictions as
given rather than as determined by economic
forces working through political channels;
and it provides only a crude treatment of
uncertainty. The reader should therefore
receive the paper’s numerical results with
some scepticism.

These criticisms notwithstanding, Viguié
and Hallegatte’s model' does capture well,
both qualitatively and quantitatively, the
long-run effects of the various climate policies
that operate through metropolitan land and
property markets. Furthermore, owing to a
combination of the model’s simplicity and its
well-understood microeconomic foundations,
its results are easy to understand. The study
has didactic value too, in getting the journal’s
readers, as well as participants in urban
policy debate, to think about policy issues
from a broad, metropolitan perspective
and helping them to gain intuition for
how markets, especially land and property
markets, allocate scarce resources at the

metropolitan level. Finally, the paper provides
a concrete subject for discussion. Debating
over how different policy objectives should be
weighted and how the metropolitan economy
should be modelled is far more conducive to
enlightened policy choice than exchanging
shibboleths or taking policy stands based on
parochial self-interest. n
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