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This paper compares the relative performances of area and cordon tolls as opposed to the first-best
congestion tolls with respect to alleviation of traffic congestion and social welfare. The comparison is
done in the monocentric city where all the jobs are located at the city center. The study shows that
the size of charging zones is similar in the two second-bests, but that the optimal toll level is higher
in area pricing than in cordon pricing. Area pricing schemes turn out to perform better than cordon
pricing schemes as measured by average speeds and daily average travel time. Accordingly, the former
is shown to increase the social welfare more than the latter. In the case of the cordon tolls, the residents
at the charging zones are exempted from the tolls. In this way, cordon tolls invite people into the most
congested areas over the optimal level while partially negating the whole spirit of the congestion tolls.
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