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 As you work on your poster zoom in and out to the 
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Start designing your poster by adding the title, the names of the 
authors, and the affiliated institutions. You can type or paste text 
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Image Quality Check 
Zoom in and look at your images at 100% magnification. If they 
look good they will print well.  
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•  Finding an on-street parking space is a challenge in urban 
areas. In New York City, because curbside parking is 
priced well below off-street parking, drivers often 
assume that it is the best alternative. Donald Shoup 
argues that in equilibrium, the prices for two 
relatively close substitutes should be approximately 
the same. If the money prices for the two types of 
parking are not equal, then something else has to 
make the prices equivalent. In Shoup’s model, that 
“something else” is that cruising for a space causes 
inconvenience costs in the form of the length of 
time the search takes, and the cost of the fuel 
consumed. In the addition to the costs borne by 
searchers themselves, the search for on-street 
parking also creates external costs by increasing 
traffic congestion, and the level of pollution 
emissions such as CO2. This paper will employ a 
simple demand and supply model to estimate the 
total inconvenience costs borne by drivers cruising 
in Midtown West, Manhattan. Once these costs are 
determined, we can then estimate the value of time 
lost, as well as the total external costs. Our results 
show that that “cheap” on-street parking is nothing 
more than an illusion. 

 

ABSTRACT:	

•  On- street parking is priced wIell below the cost of 
off-street parking. For example, in Midtown West in 
Manhattan it costs $3.50 to park on the street for 
one hour and $35.50 to park for one hour in a 
garage. 

•  Standard economic theory predicts that in 
equilibrium the price of two close substitute goods 
should be relatively the same. 

•  Donald Shoup studied this problem. He argued that 
because of the price differential, drivers would 
spend time and burn gasoline searching for on-
street spaces. These search costs would equalize 
the costs of on-street and off-street parking. In 
addition, he noted that the  search for on-street 
parking spaces would create external costs by 
increasing the level of traffic congestion and adding 
to pollution emissions.  

•  The objective of this project is to use a basic supply 
and demand model to estimate these costs in 
Midtown West, New York. 

 
 

MODELS:	

  
•  In the short-run creating additional spaces in garages and on the street is impossible so that both supply curves will have a 

vertical segment. As shown in Figure A, on-street prices are $3.50 causing an excess demand for spaces at the meter price 
(i.e. there is a shortage). To alleviate the shortage, search costs will rise to the garage price where EPg = EPo. As shown by 
the graphs, area A represents the city’s total revenue while area B calculates the total inconvenience costs.  

•  Based on the number of on-street spaces in Midtown West, you can compute search costs per peak hour. If on-street parking 
were priced equal to garage parking, this is revenue that could be captured by the city.  For Midtown West this would be 
approximately $200,000,000 per year.  

•  Shoup contends that charging a higher price for on-street parking would increase social welfare. Drivers who park on the 
street would be no worse off because the higher parking rates would be offset by a reduction in their search costs.  Instead 
of using time and money to ration on-street parking spaces, the city would ration on the basis of price. The difference is 
that the city could use the revenue generated by the parking fees to fund programs that benefit its citizens or reduce other 
taxes.  

•  To compute the external costs created by the search for parking, it is necessary to decompose total search costs into the 
cost of the time spent searching and the cost of the gasoline consumed in the process. Jiang’s research indicates that 90 
percent of search costs can be attributable to the value of the time spent looking and 10 percent to fuel costs. Because total 
inconvenience costs are $100,000 per hour, $90,000 goes to time spent looking while $10,000 goes fuel consumption.  

CALCULATIONS:	

•  Hensher’s research indicates that drivers would be 
willing to spend $120 to avoid an hour of driving 
under congested conditions. Based on this price we 
estimate that drivers searching for on-street parking 
spend 750 hours looking. Assuming that traffic on 
Manhattan streets moves at 10 mph during business 
hours, drives looking for parking would add 7500 
vehicle miles to the traffic flow during each peak 
hour or 15 million vehicle miles per year. Which is 
equivalent to 32 trips to the moon and back. 

•  Given that the average price of gasoline over the 
last five years was $3.50, then the search for on-
street parking burned 2800 gallons of gasoline per 
hour or 5.8 million gallons per year. This creates 
55,600 tons of CO2 emissions. The cost per ton of 
CO2 emitted is $40, which implies that the total cost 
of co2 emitted 2.2 million. 

•  In conclusion, Midtown West is only one 
neighborhood in Manhattan. Since there are 47,000 
in Manhattan as a whole, search costs, congestion 
costs and environmental damages would be 15 times 
as large. Overall increasing the total external costs 
to 33 million a year and search costs to 3 billion a 
year.  
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