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 The fuel levy is not as productive as it should be.  
We require an alternative … 

 
o How much should we pay…?    √ 

 
o Who should pay…?     √ 

 

o How should we pay…?     √ 

 

o Why should we fund roads …?    √  
 What happen if we do not pay….? 

 

 Suppose you are the decision maker holding the 
purse … 

 

What prompted the research … 



… we will be in a position to … 
 

1. Understand the importance of roads 
o Support our developmental goals and the economy! 

 
2. Who are the users and non-users that should pay? 

 
3. How much they should pay (per km / per individual) 

o Cent per kilometer! 

 
4. How they should pay?  

o Fuel tax, toll, license, mass-distance etc… 
 

What then is the big problem …? 
 

If we answer these questions … then 



 
 We quickly figured out that… 

 
 This area is completely void of research 

 
 There is virtually no data available 

 
 The industry is ‘saturated’ with distrust, suspicion, untruths, etc.  

 

 Show us any policy document that discuss the funding and 
financing of the South African road network or transport 
system 
 

AND THAT GOES BEYOND SIMPLY MENTIONING THE INFAMOUS 
“USER-PAY” PRINCIPLE 

 
 

Skrygsman@sun.ac.za 
 

But … 



 Really three issues when you consider road 
infrastructure: 

 

1. Understand the South Africa road system and funding 
situation 

 And what is the status in SA? 

 

2. What is being done internationally? 

 

3. What do / should / and how should we collect? 

 

 Way forward 

So, back to basics… 



 

 

 

 

Why roads …. 

Introduction… 



Really very, very simple … 
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 In the absence of regular maintenance, it has 
been shown that roads deteriorate to a point 
where the cost of their restoring is three to five 
times that associated with a policy of timely and 
effective maintenance 

 

 The cost of poor road management and 
inadequate road financing are borne primarily by 
road users through increased vehicle operating 
costs 

Road maintenance is a highly productive expenditure … 



 From the road users’ perspective, an increase in 
the level of resources channelled into road 
maintenance has strong appeal as they reap 
private benefits from lower transport costs, 

 

o a hypothetical 10 percent increase in fuel price (from 
an increase in fuel levy) would increase operating cost 
of cars by 1.5 percent and of light commercial vehicles 
by 2.2 percent. 

 

o However, as the increment is dedicated to road 
maintenance, vehicle operating costs would reduce by 
5.4 percent and 9 percent for cars and light commercial 
vehicles, respectively (3:1 benefit cost ratio). 

AND Why do we build / maintain roads  



 For every R1000 investment in roads, the 
economy expand (maybe) with R15 … 

 

 Rural: 

o a 20% reduction in transport cost, fully passed on to 
farmers, will raise the agricultural output by 6%,  

 

 But 

 

o A one percent increase in the distance farmers 
transport their crops to the market for selling will 
increase the crop yield by 0.161%.  

 20% = 3% increase 

Development does necessarily follow roads … 



 

 

Roads are important as a economic infrastructure 
… 

Funding and financing of roads has received a lot 
of attention … yes …? 

 

 

 







 Focus much more on 
establishing Road Funds  

 

o Low ‘user’ base … 

 

o Most has established so-called 
‘second generation’ road funds 

 

o Arrangements to diversify road user 
charges, with the possibility of 
introducing direct charges for road 
use 

And in Africa … 



 

 

 

 

 

Probably best example of good approach… 





 1981 – Peter Freeman 

 …. 

 …. 

 …. 

 1996 White Paper on Transport Policy 

 …. 

 …. 

 …. 

 …. 

 NATMAP … 

Nothing on Funding / Financing 
Other that the statement that we are going to use the user pay principle 

And now in South Africa 



 

This raises two questions: 

 

1. What is the status of our roads from an economic / 
financial perspective? 

 

2. How do we compare internationally?             
 
 

Some interesting facts…! 

 
Remember  

 - we are now the holder of the purse 

 - transport serves the economy… 



 Where does South Africa fit in …? 
o Overall: 47 - 55 (out of 144) 

 

o Roads: 29 – 37 

 

o Best of all our transport infrastructure 

 

 

 

 

 

 
 

Global Competitiveness Index 



o 20th! 

 

 

 
 

Logistics Performance Index 



So infrastructure is a problem … 



 





 We will not improve our ranking 
dramatically by continuing to invest in 
roads,  
 benefits will be marginal, and demand large capital outlay 

 BUT, we can very quickly loose our ranking if we do not 
maintain our infrastructure – first signs are there 

 

 

 Biggest  benefit will be from investment in 
other sectors … 

 

 

Improving our indices … 



And our road network … 



Size of our network … (10th – 13th)  



Size of our vehicle fleet … (85th)  



 

 

PS: 

 

If your network is bigger, your fleet, the users, 
should also be the bigger 

 

If not, you will either be paying proportionally 
more (if they are less) for the network or proportionally 

less (if they are more) 

 

 

  



How is our performance … (1) 



How is our performance … (2) 



 

 

 

 

What is our Government planning 
to do…? 



ETC. 



South Africa’s Transport Policy Context 

Policy / Trends Implication for Roads Capital Funding 

Infrastructure led growth Good 
Invest in transport infrastructure 
(Corridors, ports, rail, airports – your transfer facilities) 

General Revenue Fund / 
User charges 

Focus on manufacturing Average  
Invest in transport / logistics 
(IDZ, ports, hubs etc.) 

General Revenue Fund 
 

Move away from resources-based 
economy 

Average 
Invest in transport 

General Revenue Fund 
 

Focus on exports Average 
Invest in logistics / transport links 

General Revenue Fund 
 

Focus on cities 
 

Average 
Focus on public transport 

General Revenue Fund 
 

Economic Infrastructure Average 
Roads, ports, pipeline, airports, etc. 

General Revenue Fund / 
User charges 

Focus on Public Transport No impact 
(Subsidies, vehicles, some dedicated lanes),  

General Revenue Fund / 
Users charges 
 

Increased road maintenance Good 
Focus on rural roads, urban streets in formally segregated 
neighborhoods / towns 

General Revenue fund and 
weight distance 

Ext. Average 



Some risks, threats & opportunities 



Some risks, threats & opportunities 





1. So everything is pointing to large investment in 
transport infrastructure 

o Not necessarily roads 

o A lot of rather large and ambitious schemes 

 

2. Main source remains our General Revenue Fund 

 

 

Is there space to maneuver in our current road 
regime …? 

Outcome of the trends …. 





 Total road capital stock in the country (2010): 
o +/- 750 000 km 

 

 Value of Road network: 
o R1 047 trillion (in 2010) 

 R1 047 000 000 000 … 

 

 This is current value  
o No backlog, no expansion 

 

 Question is how much and how do we pay for 
this? 
o Not one credible study / project / idea in South Africa 

 User pay principle is mooted  

 

 

What is it worth? 



 Some Theory: 
o It is an acknowledged economic principle that consumers and users 

must carry the full and real cost of their consumption or utilisation to 
ensure that scarce resources are allocated fairly to users 

o Marginal Social Cost (MSC) … or Average Cost 
 Many questions… 

 
 Two Methods to determine costs: 

1. The fixed costs method (historic costs method) 
2. Development cost method (current cost method)  

 
 

 Assuming lifespan of road is 25 years, discount rate of 6, 8 or 
10% (2010): 
o 6%  = R 81,903,373,968 (and 25 cents)!!! 
o 8%  = R 98,081,681,667  
o 10%  = R 115 345 971 582 

 
 Without the backlog, expanding the network, without taking into 

consideration other factors such as environmental costs, accidents, etc. 

Two approaches … 



Per kilometer income required (2010) 

 Assumptions (2010): 

o 137,784,090,042  veh. km’s  

o R1 047 000 000 000 … 

o 750 000 km 

 

 Let us not differentiate between vehicle type, 
and exclude environmental, accident costs, etc. 

o +/- 20% higher 

 

o (6%)   R 81,903,373,968     =   59 c/km 

o (8%)   R 98,081,681,667     =   71 c/km 

o (10%) R115 345 971 582   =    84 c/km 

 

 

 



 

 

 

 

How much did we collect? 



Road Infrastructure Generated Revenue 

# Road user revenue paid via: 31-Mar-11 31-Mar-12 31-Mar-13 31-Mar-14 31-Mar-15

1 Fuel levy 34,417,577 36,602,263 40,410,389 43,300,000 47,516,564

2 Road Accident Fund 14,474,058 16,989,071 17,380,217 20,352,981 22,457,948

3 Custom and excise levy 817,000 847,000 875,000 922,000 981,000

4 Demand Side Management Levy 51,000 53,000 152,000 140,000 170,000

5 IP Marker levy 1,000 1,000 1,000 1,000 1,000

6 Petroleum Products Levy (Pipeline) 31,000 32,000 33,000 35,000 37,000

7 VAT on vehicle sales 28,197,380 31,099,740 34,993,000 37,154,040 37,893,660

8 VAT on vehicle part sales / car repair services 3,909,640 4,126,080 4,496,380 4,788,700 5,009,760

9 Import duties on vehicle / parts 10,442,000 14,348,000 18,702,000 21,635,000 22,567,000

10 Licence fees 5,057,977 5,953,006 6,530,434 6,765,016 7,349,077

12 Fines / fees and permits 9,011,537 10,988,624 12,933,722 10,853,033 10,678,864

13 Toll fees 2,073,060 1,987,379 2,199,090 2,759,839 4,221,433

14 Toll fees consessions - minimum income* 3,987,937 4,605,700 5,029,190 5,420,129 5,846,819

15 Co2 emmisions 625,891 1,617,353 1,567,382 1,636,848 1,684,160

TOTAL REVENUE 113,097,057 129,250,216 145,302,804 155,763,586 166,414,285

Road Infrastructure and Road Use Generated Revenue (R)

Direct Road User Generated income 69,731,037                    78,829,396           86,236,424           91,263,846           99,962,864,816R           

Indirect Road User Generated Income 43,366,020                    50,420,820           59,066,380           64,499,740           66,451,420,000R           

 We required:  R 81 903 373 968  
 We collected:   R 69 731 037 000 

 
 Fuel levy delivered: R34 400 000 000 

 
Exactly what should be ring-fenced … 



Period 2010 - 2011 2011 - 2012 2012 - 2013 2013 - 2014 2014 - 2015 Average

Annual  Growth (%) 14.3                      12.4                      7.2                        6.8                                 10.2        

Fuel  Levy 6.3                        10.4                      7.2                        9.7                                 8.4          

RAF 17.4                      2.3                        17.1                      10.3                               11.8        

License 17.7                      9.7                        3.6                        8.6                                 9.9          

Tol l (4.1)                      10.7                      25.5                      53.0                               21.2        

Tol l  Consess ions 15.5                      9.2                        7.8                        7.9                                 10.1         

CPI (December) 3.4 6.4 5.7 5.3 5.3 5.2

Some growth rates … 



Per kilometer income collected … 

 

 Over / under collected: 

o Year 2010:    137 000 000 000 km’s 

 

o Annual income required: R 81,903,373,968 

o Annual income collected: R 69 731 037 000 

 

o So we required per km:  59 cents per km 

o So we collected per km:  51 cents per km 

 

 This is what we collected, not what we spent… 



 How much funding do we allocate to roads: 

o Allocated Revenue: 

 The annual revenue that is directly dedicated to funding 
roads in general 

 Without taking into account whether or not it is dedicated to 
specific road projects  

 

 

 

 

 

 

 

 

o Remember the R 69 731 037 000 … 
 

How much did we allocate to roads? 

R thousand 31-Mar-11 31-Mar-12 31-Mar-13 31-Mar-14 31-Mar-15

1 Toll fees 2,073,060 1,987,379 2,199,090 2,759,839 4,221,433

2 Toll fees consessions - minimum income 3,987,937 4,605,700 5,029,190 5,420,129 5,846,819

3 South African National Roads Agency - Non-toll network grant 4,065,177 5,262,566 5,934,636 6,394,541 7,515,300

4 South African National Roads Agency - Coal haulage network 0 464,782 667,959 648,910 665,498

5 South African National Roads Agency - Gauteng freeway improvement project grant 0 5,750,000 0 0 0

6 Infrastructure: Overload control grant 5,390 0 0 0 0

7 Provincial roads maintenance grant - Roads maintenance 4,862,460 6,389,635 8,988,337 8,696,210 9,361,498

8 Public Transport infrastructure grant 3,699,462 4,988,103 4,803,347 4,668,676 4,968,029

18,693,486 29,448,165 27,622,559 28,588,305 32,578,577



 Road Expenditure: 
o Annual expenditure on roads that includes both capital 

outlays and maintenance costs, per year, for roads supported 
by different levels of government and private roads 

 Rates and taxes, licences, etc. 

 

 

 

 

 

 

 

 

o Remember the R 69 731 037 000 … 

 Or 59 c / km was required, we collected 51 c / km but we only 
spent 31 c / km 

R thousand 31-Mar-11 31-Mar-12 31-Mar-13 31-Mar-14 31-Mar-15

1 National Government 0 0 0 0 0

2 Provincial Government 14,269,254 15,993,253 17,634,059 18,571,254 20,169,802

3 Municipalities 9,893,480 12,260,308 12,181,889 13,564,588 14,507,056

4 State owned enterprises 18,972,179 15,852,104 15,191,965 15,253,520 14,584,260

The South African National Roads Agency 13,523,456 12,638,823 12,881,594 13,079,213 12,850,991

The South African National Roads Agency consessionaires 5,448,723 3,213,281 2,310,371 2,174,307 1,733,269

Road Accident Fund 0 0 0 0 0

Cross-border Road Transport Agency 0 0 0 0 0

Driving Licence Card Account 0 0 0 0 0

Road Traffic Infringement Agency 0 0 0 0 0

Road Traffic Management Corporation 0 0 0 0 0

43,134,913 44,105,665 45,007,913 47,389,362 49,261,118

What was the actual expenditure on roads? 



 

 

Easy …. 

 

We have to spend more of what we 
collect!!!! 

Answer 



 Road Expenditure compared to GPD 

South Africa compared to the rest of the world 



 Road infrastructure expenditure (RE) against 
road generated revenue (RGR)…. 

o In short, for every rand that we collect, how much 
money do we ACTUALLY spend on road infrastructure 

South Africa compared to the rest of the world… 



 Shows the road allocation against the road 
generated revenue 

o For every road collected, how much must be spent (is 
earmarked) from National Government 

South Africa compared to the rest of the world… 



 What we required (2010): 

 

 

 

 

 What we got in and spend (2010): 

 

 

 

Summary: Per kilometer … 

What we require:

1. 6% 0.59

2. 8% 0.71

3. 10% 0.84

Year 2011 2012 2013 2014 2015

Road Generated Revenue: Cents per vehicle km's 0.50 0.54 0.57 0.58 0.62

Road Expenditure: Cents per veh/km on all roads 0.31 0.30 0.30 0.30 0.30



 What we required (2010): 

 

 

 

 

 What we got in and spend: 

 

 

 

Summary: Per kilometer … 

What we require:

1. 6% 0.59

2. 8% 0.71

3. 10% 0.84



Where does the money go …? 





The inadequacy of the fuel levy … 



And what we require per vehicle km … 



Problem (2): Fuel Levy Productivity… 
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Only really one problem 

 
In the current institutional, policy and legislative 

environment, nothing is possible …  

 



1. This is probably as good as it gets for roads 
 From the perspective of the State’s role 

 

2. Enough resources in the system 
 System just have too many dependents 

 

3. Our road network is our competitive edge 
 It is undeniable one of our three best pillars supporting 

growth 

 Our market / users may not be able to carry such a big 
system any longer (that is without help) 

 

4. But who represent the industry? 
 Who is fighting for more funding for roads? 

So here my take on the findings: 



 Three “R’s” 

 
o Establish Road Users Authority 

 road users & civil society stakeholders  

 to encourage better management, demand for efficiency 

 

o Establish Road Fund and Financing Guidelines  
 NOT RINGFENCED 

 Stable and predictable road financing through securing an 
adequate and stable flow of funds 

 Legislation, etc. 

 

o Establish a Road Regulator 
 Simply to take care of the current conflicts and multiple 

demands on road funding. 

 

And my take on solving the problem …  



 Ian Heggie … somewhere in the 1980’s 
 (i) independent management by establishing professional 

management agencies run according to sound business 
practices to obtain value for money; (ii) ownership by 
involving road users and civil society stakeholders in the 
management of roads to encourage better management, 
demand for efficiency, and control of monopoly power; 
(iii) financing by stabilizing road financing through 
securing an adequate and stable flow of funds; and (iv) 
responsibility by securing clear definition, separation, and 
assignment of responsibilities with matching authority and 
performance targets. As these four reforms are 
complementary, all of them have to be implemented 
through a comprehensive reform program if the objective 
of effective and sustainable road management is to be 
obtained. Without all four, proper commercialization may 
not be attained, and only part of the ultimate objective of 
“good” road services may be achieved 
 

You do not have to believe me … 



1. Fuel levy 
o Get some ‘recipients’ out of the system 

o Make the fuel levy more productive 
 Supplement for a mass-distance charge on heavy vehicles 

NOW 

2. Public Private Partnership 
 SA want investment opportunities …! 

 Infrastructure banks is the way to go 
 And they can tackle some of the risks as well 

 High volume and high value corridors 

 Probably need new marketing and benefit approach 

 Show me the benefit … 

3. Congestion tax: 
o Implement for city's 

 Takes care of Public transport 

 

 

OK, but what about the funding …  





 

 

Thank you 

 

Any comments will be much appreciated: 

 

Skrygsmansun.ac.za 



 Discuss and market the system 

o Tell people about South Africa’s system, how it works, 
how we calculate the costs etc. 
http://www.transport.govt.nz/land/roadusercharges/w
here-does-the-money-go/#Vehicle6 

 Undertake some research: 

o Project impact of technology on income earning 
potential of roads 

o Forecast (disaggregate) vehicle fleet of South Africa 

o Determine scope and value of South Africa road 
network 

o Undertake Cost Allocation Study 

o Work out what the user should pay 

 Replicate Freeman’s 1981 study 

o ` 

Recommendations 

http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6
http://www.transport.govt.nz/land/roadusercharges/where-does-the-money-go/#Vehicle6


 



 Really only three options: 
 

1. Increase the fuel levy 
 Problems with productivity 

 Regressive tax 

 

2. Alternative funding for public / urban transport 
 Congestion tax ? 

 Local government sources ? 

 Very limited … 

 

3. Public-private partnerships on high volume corridors 
 Toll roads 

 eToll vs Toll Roads 
 Benefits of toll roads completely misunderstood 

Solutions: 



A kilometre-based road 

user charge system:  

Proof of concept study 

Johann van Rensburg 

Stephan Krygsman 





Web-based interface 

• Feedback to the user: 
 

• Users must be able to 
revise their travel 
behaviour and assess 
their monthly invoice 
information 

• Enable them to see 
how and where they 
travelled 
 

• Can be incorporated 
via a web-based 
interface 

• Contribute to them 
“trusting the system” 



Kilometre-based road user charge cost structure 

Vehicle class Gross vehicle mass (kg) 
Kilometre-based road 

user charge per km 

Motorcycles 180 15,88c 

Motorcars 1 200 23,10c 

Minibuses 2 400 23,10c 

LDV's - Bakkies 2 100 23,10c 

Buses 14 800 92,94c 

Trucks 14 200 – 49 000 138,03c 

Other & Unknown 14 200 89,70c 



94 



95 



Kilometre-based road user monthly invoice 



(Van Rensburg and 
Krygsman, 2015) 

97 



 Funding for roads in SA relatively high 

 Massive demands placed on funds under existing 
institutional distribution arrangement 

 Fully dedicated road fund not possible or 
realistic in South Africa 

o Probably deliver too little income 

 No understanding of user pay principle or 
funding needs 

o Users probably already pay too much 

Conclusions 



 There is a dearth of appropriate practice 
guidelines, manuals and systems for the 
maintenance of municipal infrastructure.    

 For example, there are no published norms with 
respect to the resources that are required to 
enable good maintenance practices to be 
achieved.  Without question there is a need for 
guidelines on these resources, expressed in 
terms such asere is really very little quality 
documentation  

Dearth of guidelines, norms and standard 



 We must classify roads; 

1. Public roads 

2. Private roads (toll) 

3. Social roads ( 

 Determine funding approach for them separately  

1. Two ways forward: 

1. 1. increase income 

2. Decrease dependents on the systems 

2. Implement second best approach: 

1. The system as a whole should be costed” at SRMC” .  
But every component has elements of market 
inefficiency and you can cross-subsidise 

 

Recommendation 



 There is more than enough money in the system 
(for now) 

 Pressures 

o Declining productivity of fuel levy (structural pressure) 

o Additional demands on funds (organic pressure) 

o Socio-economic pressure ( 

o Political pressure  

 

 Not sure our institutional framework (that is 
Government allow for any alternative approach) 

 It is really impossible to determine any sustainable 
funding source in the current instructional and 
administrative framework 

 Need institutional reform leading to some 
coordination representative body that speaks from 
one month 

  
There is not really “losses” in financial terms.  
There is simply a lot of puppies drinking from one 
mother … some not even her badies (they need 
alternative funding). This will free up funding 

 

Is there a roads regulator …? 

Conclusion and Recommendations 

(Financial) 



 Urban roads needs 

 Public transport 

 Freight  

 

Make distinction 



 A dedicated funding stream As we have implied already, a sector’s ability to draw on dedicated, protected 
revenue streams is an important factor in its ability to plan and deliver a longterm investment 
programme. In the case study countries we reviewed, this is most apparent in the use of tolling. In most 
of the countries and projects we have observed, tolling provides dedicated revenues to support a project 
finance approach. In other words, the construction and maintenance of a particular road is funded by toll 
revenues on that road. In some of our case study countries, we have also observed approaches through 
which toll revenues associated with one highway can be used to fund upgrades to other highways nearby. 
The clearest example of this approach lies in the privatised French networks (e.g. SANEF, APRR etc), 
although we are also aware that concession ‘rebalancings’ in Spain have been agreed to fund 
enhancements which were not envisaged in the initial concession agreement. Although acceptance of 
tolling is a key factor underpinning successful highways investment plans in other countries, it is not the 
only option we have identified for securing dedicated funding streams for the sector. The Highways Trust 
Fund (HTF) in the USA has, over the years, provided the primary source of funds for the Federal Aid 
Highway Program, whereby taxes paid by road users are used to finance highway investment. This 
demonstrates the feasibility, in principle, of approaches involving hypothecation of motoring taxes as an 
alternative revenue source to direct tolling. At present, England’s strategic road network does not 
generate and retain its own revenue streams. User charging exists for a very limited proportion of the 
network, and where surplus receipts are generated (e.g. in relation to the Dartford Crossing), they are 
returned to the Treasury. Similarly, where tolled crossings are owned and operated by local authorities 
(e.g. the Tamar or Humber bridges), authorities are not permitted to set tolls at a level which would 
generate more revenue than would be required to fund the construction and maintenance of the tolled 
route itself. Furthermore, the Treasury has been reluctant, historically, to support hypothecation of tax 
receipts for any particular purpose. Nevertheless, our view is that an important step towards tackling the 
investment backlog and dealing with the challenges of future growth will be to put in place a dedicated 
and protected funding stream for the strategic road network, which can underpin the investment required. 
International experience demonstrates that that can be achieved either through hypothecation, or an 
approach which draws on toll revenues. Although this change could be made under the Highways Agency’s 
present structure, continued direct control from Whitehall would mean that the Agency and its investment 
programme would remain vulnerable to cuts. Alternative approaches – consistent with international 
experience – would be to establish the HA as a more arm’s length public sector body with its own duties, 
powers and identity, or to privatise it so 7.4 

A dedicated funding stream… 



 Market, market, market 

 Communicate, communicate, communicate 

 Regulator 

 Policy framework 

 

Part of the solution 



 a limited investment plan and weak long-term funding 
commitment. The Highways Agency’s current Business Plan has 
only limited focus on the need to develop the network, and the 
Agency has a relatively short-term, heavily constrained funding 
settlement; • the absence of any long-term strategy to address 
future demands likely to be placed on the network. While 
government produces demand forecasts stretching to 2035, 
neither the Agency nor government is under an obligation to 
produce long-term plans for addressing these demands; • the 
absence of significant direct user charges or any other 
dedicated source of funding to support delivery of the 
investment required. While other countries’ highways networks 
(and other sectors in the UK) can retain and reinvest user 
charges, the limited user charge receipts collected by the 
Agency are passed back to the Treasury in the same way as 
proceeds from vehicle excise duty (VED) and fuel taxes paid by 
road users. 

Providing and Funding Strategic 

Roads – An International Perspective 

with Lessons for the UK 8. 

Conclusions and Recommendations 

76 UK policy context: how we 

compare with international 

experience 



 highly centralised investment planning and procurement, in 
contrast to other countries, where responsibility for funding 
highways is shared with regional authorities, and the private 
sector has a greater role; • a less positive attitude towards 
the use of private finance, and a lack of commitment to 
developing and improving the effectiveness of PPP concession 
contracts. While the UK pioneered the use of PPP for road 
schemes in the early 1990s, other countries have since 
embraced these concepts, and have shown a greater 
propensity to innovate and improve them in ways which 
address some of the problems identified in this country. 
Moreover, unlike the UK, accounting rules in other countries 
provide a financial advantage to governments from the use of 
private finance concession contracts; and • a lack of clarity 
from government over what role the private sector and 
private finance should be playing in the development of the 
network. A number of commentators have advocated the use 
of a RAB-based model for the highways sector, but 
government hitherto has shown little interest in pursuing that 
option. 

Providing and Funding Strategic 

Roads An International Perspective 

with Lessons for the UK 



 acknowledgement of the scale of the funding challenge facing 
England’s highways sector; • the need for a long-term 
strategy for the network which is sustainable from an 
economic, as well as environmental perspective. This should 
addresses 1.3 10 Providing and Funding Strategic Roads – An 
International Perspective with Lessons for the UK the 
challenges of population growth and rising vehicle usage, to 
ensure that road infrastructure facilitates rather than 
impedes economic growth; • recognition that to deliver the 
investment required, the highways sector – like other classes 
of infrastructure – needs stable long-term funding streams, 
based on user charges and/or hypothecation of some 
motoring taxes. This will reduce the sector’s vulnerability to 
central government budget cuts; and • acknowledgement 
that the extent of Whitehall’s responsibility for funding 
highways investment in England has failed, so far, to deliver 
the funding required, both for the strategic road network and 
key regional routes – and that the current absence of 
regional government structures and funding powers in 
England remains a major impediment. 
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