14.573j/11.410j         





                                William WheatonPRIVATE 

Fall 2000

PRIVATE 
MID TERM EXAMtc  \l 1 "MID TERM EXAM"
Answer all questions, equal weight.


1). A monocentric metropolitan area is contemplating a uniform (flat rate) tax on the value of all urban land. Any land not used for urban development {e.g. agricultural land beyond the fringe} would be exempt. Explain and diagram what this tax would do in the long run to land use within this metropolitan area, when density and all other factors are variable. 


Explain how well this tax would act to correct the land use pattern of cities for the congestion externality that results from automobile commuting into the center for work. [demonstrate answers with proofs or diagrams]


2).  Compare how workers will fare in two regions that experience a common (positive) economic demand "shock".  In region A, migration is relatively elastic and the housing market is as well.  In region B, both markets are quite inelastic.  [Be sure to consider the net impact on workers, use graphs]


3). Each morning 20000 drivers pass over Boston’s Tobin Bridge into the city. The bridge  has a 10000 cars/hr capacity. Assume that the value of time spent in traffic delays is valued at $10 hour, while time wasted arriving at work early is valued at $5.  Describe the equilibrium traffic pattern and the efficient traffic pattern to this bottleneck problem - assuming driving to the bridge is not costly. How can the efficient pattern be achieved?


4). At various times, each candidate for the current US presidency has proposed decentralizing two policies to the states: control over welfare assistance, and programs to encourage industrial research/development.  Carefully explain what is likely to happen as the states take over these tasks. Why are these "bad" economic ideas? 

