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ABSTRACT
The presentation discusses the economic foundations of congestion pricing, its potential use for
freight demand management, and the associated limitations. The paper on which the presentation is
based develops a set of analytical formulations to study the behavior of the urban delivery industry
in response to cordon time-of-day pricing, time-distance pricing, and comprehensive financial
policies targeting carriers and receivers. This is accomplished by modeling the behavior of receivers
in response to financial incentives, and the ensuing behavior of the carrier in response to both
pricing and the receiver decisions concerning off-hour deliveries. The analytical formulations consider
both the base case condition, and a mixed operation with both regular hour and off-hour deliveries;
two pricing schemes: cordon time of day, and time-distance pricing; two types of operations: single
tour, and multi-tour carriers; and three different scenarios in terms of profitability of the carrier
operation, which include an approximation to the best case, the expected value, and the worst case.
The analyses, both theoretical and numerical, highlight the limitations of pricing-only approaches.
The concept outlined by this research was successfully pilot tested in New York City, receiving great
praise from the business community as a business friendly way to improve sustainability of urban
deliveries. An earlier version of this research was presented as a plenary lecture of the International
Transportation Economics Conference in Minneapolis, Minnesota 2009.
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