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Professional Certificate in Transport Economics

Environmental Economics in Transport

Environmental Economics in Transport: Key Terms and Vocabulary

In the field of transport economics, environmental considerations play a crucial role in shaping policies and
decision-making processes. The intersection of environmental concerns with transport economics gives rise
to a specialized area known as environmental economics in transport. This branch of economics focuses on
the study of how transport activities impact the environment and how economic principles can be used to
address environmental challenges in the transport sector. To navigate this complex and dynamic field, it is
essential to have a solid understanding of key terms and vocabulary. Let's explore some of the fundamental
concepts related to environmental economics in transport:

Externalities are a central concept in environmental economics. They refer to the costs or benefits that are
not reflected in the market price of goods and services. In the context of transport, externalities can include
air pollution, noise pollution, congestion, and accidents. These external costs are often borne by society as a
whole rather than by the individuals or companies responsible for generating them. Addressing externalities
is a key challenge in environmental economics in transport.

Internalizing Externalities is the process of incorporating the external costs of transport activities into the
decision-making process. This can be done through various mechanisms such as taxes, charges, subsidies,
or regulations. By internalizing externalities, policymakers can ensure that the true cost of transportation is
reflected in prices, leading to more efficient and sustainable outcomes.

Pigovian Taxes are a specific form of taxation designed to address externalities. Named after the economist
Arthur Pigou, these taxes are imposed on activities that generate negative externalities, such as pollution or
congestion. By increasing the cost of these activities, Pigovian taxes aim to reduce their negative impact on
the environment and society.

Cap-and-Trade is a market-based approach to addressing environmental externalities. In the context of
transport, a cap-and-trade system sets a limit on the total amount of emissions allowed and allows
companies to buy and sell permits to emit pollutants. This system creates a financial incentive for
companies to reduce their emissions and can lead to more efficient environmental outcomes.

Sustainable Transport refers to transportation systems and practices that meet the needs of the present
without compromising the ability of future generations to meet their own needs. Sustainable transport aims
to minimize environmental impacts, reduce energy consumption, and promote social equity. Examples of
sustainable transport measures include public transportation, cycling infrastructure, and carpooling.

Carbon Footprint is a measure of the total amount of greenhouse gas emissions produced directly and
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indirectly by human activities, including transportation. Calculating the carbon footprint of transport
activities is essential for understanding their environmental impact and identifying opportunities for
reducing emissions.

Modal Shift is the process of shifting passengers or freight from one mode of transport to another in order
to reduce environmental impacts. For example, promoting the use of public transportation over private cars
can result in a modal shift that reduces congestion and emissions.

Congestion Pricing is a policy tool aimed at reducing traffic congestion by charging drivers a fee to use
certain roads or zones during peak hours. Congestion pricing can help manage demand for transportation
services, reduce emissions, and generate revenue for infrastructure investment.

Vehicle Emissions Standards are regulations that set limits on the amount of pollutants that vehicles can
emit. By enforcing strict emissions standards, governments can reduce air pollution and improve public
health. Examples of vehicle emissions standards include limits on carbon dioxide, nitrogen oxides, and
particulate matter.

Environmental Impact Assessment (EIA) is a process for evaluating the potential environmental effects of
proposed projects, policies, or plans. In the context of transport, EIAs are used to assess the environmental
consequences of new infrastructure projects, such as highways, airports, or railways, and to identify
measures to mitigate negative impacts.

Green Logistics refers to the integration of environmental considerations into the management of
transportation and logistics activities. Green logistics aims to reduce energy consumption, minimize
emissions, and optimize resource use throughout the supply chain. Strategies for green logistics include
route optimization, vehicle electrification, and packaging reduction.

Transport Demand Management encompasses a range of policies and strategies aimed at reducing the
demand for private car travel and promoting sustainable modes of transport. Examples of transport
demand management measures include carpooling, telecommuting, congestion pricing, and public
transportation incentives.

Life Cycle Assessment (LCA) is a method for evaluating the environmental impacts of a product, process, or
service throughout its entire life cycle, from raw material extraction to end-of-life disposal. Conducting an
LCA of transport activities can help identify opportunities for reducing emissions, energy consumption, and
resource use.

Greenhouse Gas (GHG) Emissions are gases that trap heat in the Earth's atmosphere and contribute to
global warming. In the transport sector, greenhouse gas emissions primarily come from the combustion of
fossil fuels in vehicles. Reducing GHG emissions from transport is essential for mitigating climate change
and achieving environmental sustainability.
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Mode Share is the percentage of trips made using different modes of transport, such as cars, public
transportation, cycling, or walking. Monitoring mode share trends is important for understanding how
transportation patterns are changing over time and for evaluating the effectiveness of policies aimed at
promoting sustainable modes of transport.

Transport Equity refers to the fair distribution of transportation benefits and burdens among different social
groups. Achieving transport equity involves ensuring that all members of society have access to affordable,
safe, and reliable transportation options. Addressing equity concerns is essential for promoting social
inclusion and reducing disparities in access to transportation services.

Decarbonization is the process of reducing or eliminating carbon dioxide emissions from transport
activities. Decarbonization strategies include transitioning to electric vehicles, promoting renewable energy
sources, improving energy efficiency, and investing in low-carbon transportation infrastructure.

Green Transport Technologies are technologies designed to reduce the environmental impact of
transportation, such as electric vehicles, hydrogen fuel cells, biofuels, and sustainable mobility solutions.
Deploying green transport technologies is essential for achieving environmental sustainability and
combating climate change.

Transportation Resilience refers to the ability of transportation systems to withstand and recover from
disruptions, such as natural disasters, extreme weather events, or pandemics. Building resilience into
transport infrastructure and operations is essential for ensuring continuity of services and minimizing
environmental impacts in the face of unexpected challenges.

Policy Coherence is the alignment of policies across different sectors, such as transport, energy,
environment, and urban planning, to achieve common goals and avoid conflicting objectives. Ensuring
policy coherence is essential for promoting integrated and sustainable solutions to complex environmental
challenges in the transport sector.

Public-Private Partnerships (PPPs) are collaborations between government agencies and private sector
entities to finance, develop, and operate transportation infrastructure projects. PPPs can help mobilize
private capital, improve efficiency, and promote innovation in the delivery of sustainable transport solutions.

Transportation Demand Forecasting is the process of predicting future travel demand based on
demographic, economic, and land use factors. Accurate demand forecasting is essential for planning
transport infrastructure, services, and policies that are responsive to changing environmental conditions and
societal needs.

Urban Mobility refers to the movement of people and goods within urban areas. Sustainable urban mobility
aims to provide efficient, safe, and environmentally friendly transportation options that meet the diverse
needs of urban residents while reducing congestion, pollution, and energy consumption.
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Transport Economics is the study of how economic principles and theories apply to transportation systems,
services, and policies. Environmental economics in transport is a specialized branch of transport economics
that focuses on the interactions between transport activities and the environment, and how economic tools
can be used to achieve environmental sustainability.

Conclusion

Environmental economics in transport is a complex and multidisciplinary field that requires a deep
understanding of economic principles, environmental science, and transportation systems. By familiarizing
yourself with key terms and vocabulary in this area, you can better navigate the challenges and
opportunities presented by environmental considerations in the transport sector. From addressing
externalities and internalizing costs to promoting sustainable transport solutions and decarbonization
strategies, environmental economics in transport offers a rich and diverse landscape for research, policy
development, and innovation. By incorporating these key concepts into your work in transport economics,
you can contribute to building more efficient, equitable, and environmentally sustainable transportation
systems for the future.
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