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FOREWORD

This Occasional Paper compares road expenditure and road user taxation in Australia
with that in five overseas countries (Canada. Federal Republic of Germany, Great
Britain, New Zealand and USA). Amongst the issues explored are levels of road
expenditure and road user taxation in each country; the degree of national government
involvementin roads of various categories (relative to other levels of government); and
the extent to which government revenues from road users are hypothecated for road
expenditure.

The background research for this paper was carried out by Mr R.J. Shaw, under the
supervisionof Mr D.P.Luck. The bulk of thework reported in this paper was undertaken
while Mr P.W. Blackshaw was the Assistant Director of the Financial Assessment
Branch.

The co-operation of overseastransportagencies (identified in Chapter 1) and embassy
staff in providing data on their respective countries is gratefully acknowledged.
However, the assessments made on the basis of that data are solely the responsibility of
the Bureau.

A.J. SHAW
Assistant Director
Financial Assessment Branch

Bureau of Transport Economics
Canberra
February 1982
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SUMMARY

This paper compares road expenditure’ and road user taxation in Australia vyit_h thatin
five overseas countries, Canada, Federal Republic of Germany, Great Britain, New
Zealand and USA. These five countries were selected because they are federal
systems, and/or because they have similar socio-economic backgrounds to Australia.

The paper suggests that road expenditure per vehicle, per capita, or as a proportion of
Gross Domestic Product, is relatively high in Australia. Expenditure per kilometre of
road is low compared with the other countries (except New Zealand). However, traffic
volumes are much lower onlarge parts of the Australian road network than in the other
countries, so it would be unrealistic to expect expenditure per kilometre of road in
Australia to be comparable to that in the other countries.

Comparisons of road user taxation in the selected countries are complicated by the
different types of taxes imposed, and the different distribution of taxing powers
between the various levels of government. However, overall it wouid appear that
Australian road users pay higher road user charges than their counterparts in Canada
and USA, but less than motorists in the Federal Republic of Germany, Great Britain and
New Zealand.

The distribution of taxes between road user classes differs considerably between
countries. Owners of heavy vehicles appear to contribute proportionately less towards
total road tax revenues in Australia than in the overseas countries.

Annual road expenditure in Australiais approximately 1.3times the total proceeds from
fuel taxes {exciuding the crude oil levy, for reasons explained in the report) and fees for
vehicle registration and drivers’ licences. This is comparable to the
expenditure/revenue ratio in Canada, considerably below that in the USA (1.57) and
considerably above that in the Federal Republic of Germany, Great Britain and New
Zealand (where the ratio is less than one).

The national government in Australia finances (by direct expenditure and specific
purpose grants to the States) just under 30 per cent of total roads expenditure. This is
considerably less than the national government's share in Great Britain and New
Zealand (where there are no State governments), but more than the national
government’s share in the other federations. except the Federal Republic of Germany
(where the national government finances approximately 40 per cent of total roads
expenditure).

All national governments (except Canada) accept most or all of the responsibility for
national highways. However, of the four federations studied, only the Australian and
USA national governments provide substantial funds for arterial roads (a State
responsibility), and only the Australian national government provides substantial
funds for local roads.

1. Road expenditure includes all expenditure related to the planning, constrg;tior), maintenance gnd
administration of pubiic roads. This includes signposting, streetlighting. soil stabilisation and conservation
relating to road works.



CHAPTER 1 — INTRODUCTION

OBJECTIVES AND SCOPE OF THE PAPER

This study compares road administration and financing arrangements in Australia with
those in various overseas countries. The principal emphasis is on the constitutional
and de facto responsibilities of national governments. However, the roles of other
levels of government are also considered, albeit more briefly.

Two factors influenced the choice of countries to be studied. Firstly, Canada, the
Federal Republic of Germany (FRG) and the United States of America (USA) were
chosen because, like Australia, they have a federal system of government. Secondly,
Great Britain and New Zealand were studied because although they are not
federations, they have socio-economic backgrounds similar to Australia’s’.

The limited availability within Australia of reliable and current information on overseas

countries posed a major problem for the study. This was overcome by requesting the

national road authorities in each country {(except the USA, for which information was

more readily available in Australia) to provide information of both a general and

specific nature. The authorities contacted in each country were:

e Canada—Canadian Transport Commission and the Highways Directorate,
Ministry of Transport;

o FRG—Federal Ministry of Transport;

o  Great Britain—Department of Transport; and

e New Zealand—Roading Directorate, Ministry of Works.

OUTLINE OF THE PAPER

Meaningful comparison of road administration and finaneing arrangements in
Australia with those in other countries requires information about the different
sociological factors in the countries under examination. Chapter 2 contains, therefore.
basic statistical and general information cn each country. This includes. for exampie,
important influences on road funding such as population densities, size of road
networks and motor vehicle populations.

Institutional arrangements, particularly the differences between the four federations
and the other two countries are compared in Chapter 3. The focus of this chapteris on
the administrative and financial responsibilities of the different levels of governmentin
each country.

Chapter 4 contains comparisons of road expenditure in each country in total and in
relation to the various factors discussed in Chapter 2.

Taxation of road users and the sources of finance for government expenditure on roads
are examined in Chapter 5. This chapter also provides some comparative information
on the relationship between the level of road expenditure and the level of road user
taxation.

Appendixes | to VI contain more detailed information for each country of the factors
discussed in the body of the report.

1 As explained in the Appendices Canada, the Federal Republic of Germany and the Unites States of America
have constitutional powers divided netween ‘he Federal government and State governments (called
Provinces, Lander and States respectively:. Great Britain and New Zea:anc are uricameral. having only a
national government and no separate States.

zo

All countries studied have a form of iccal government.



CHAPTER 2—THE ROAD SYSTEMS IN PERSPECTIVE

As noted in the introduction, a number of factors relating to each country’s road
network need to be considered before a comparison of levels of road expenditure in
each country becomes meaningful. The size of the network and its level of usage, for
example, have an important bearing on the level of road expenditure. These factors in
turn depend on geographic features such as area and location of population centres,
and on demographic factors such as population density, vehicle ownership and usage.
This chapter compares the more important of these factors.

AREA AND POPULATION

Table 2.1 provides comparative information on the area and population of each
country. Australia, Canada and the USA have comparable areas, while the areas of
FRG, Great Britain and New Zealand are considerably smaller, but comparable with
each other.

TABLE 2.1—AREA AND POPULATION OF SELECTED COUNTRIES, 1978

Area? Popufation Population Average annual

(000 sq km) {°000) density  population growth

(person/ rate (per cent)

sq km) 1973-78

Australia 7 682 14 249 1.85 1.26
Canada 9976 23 499 2.36 1.26
FRG 249 61 327 246.67 -0.21
Great Britain 230 55 895 243.04 -0.04
New Zealand 269 3129 11.64 1.05
USA 9 191 218 548 23.78 0.76

a. Includes inland waterways and lakes.
Sources: Europa Year Book (1979) (for area} and OECD (1980, p89) {for population).

FRG and Great Britain have comparable population densities, much higher than the
other countries. Australia has the lowest population density. However, there is
considerable variation in popuiation densities within countries. For example,
population densities in the north-eastern States of the USA are approximately five
times the national average and about half the averages for FRG and Great Britain.
Similarly, over 90 per cent of Canada’s population lives in the southern half of the
country and almost half of this lives in the Windsor-Quebec corridor. In like vein,
population density in Australia’s south-eastern coastal areas is considerably higher
than in the remainder of the country.

FRG and Great Britain experienced adecline in population between 1973 and 1978, and
New Zealand experienced a net population decline in 1979.

ROAD DENSITIES

Table 2.2 compares road densities in the countries studied with density being
measured in terms of road length (which takes no account of dual lanes). FRG and
Great Britain have the highest densities per square kilometre but the lowest per capita.
Australia has the second lowest density per square kilometre (after Canada) but the
highest density per capita and per vehicle.
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TABLE 2.2—ROAD LENGTHS AND DENSITIES, 1978

Country Total public Road density ('000 km)
road length Per Per Per
(000 km) sq km capita vehicle
Australia 866.0 0.1 0.06 0.127
Canada 884.0 0.09 0.04 0.075
FRG 466.8 1.88 0.01 0.019
Great Britain 336.5 1.46 0.01 0.020
New Zealand 92.8. 0.35 0.03 0.044

USA 6 251.7 0.68 0.03 0.044
Sources: Europa Year Book (1979) and Tables 1.1, 111, Il.1, V.2, V.1, VI.1. )

Table 2.3 presents information on the road system by surface type for four of the
countries studied. No information could be obtained for the FRG while British statistics
only cover sealed roads (which are understood to represent almost all roads). New
Zealand and USA both have about half of their public road systems sealed, compared
with about one-quarter in Australia and Canada. Canada has a much higher proportion
of its remaining network gravel surfaced than Australia, which has almost half of its
network neither sealed nor gravel surfaced.

TABLE 2.3—ROAD SYSTEMS BY SURFACE TYPE? 1973-78

(per cent)
1973 ‘ 1974 1975 1976 1977 71978
Australia
Sealed 24.5 na 26.5 27.0 27.5 29.1
Gravel 242 na 249 24.9 24.9 258
Other 51.3 na 48.6 48.1 47.6 45.1
Canada
Sealed - 25.6 26.7 27.6 28.3 na na
Gravel 574 52.3 526 52.3 na na
Other 17.0 20.0 19.8 194 na na
New Zealand ‘ :
Sealed 459 47.6 47.4 48.0 na na
Gravel 46.1 45.2 45.3 44,7 na na
Other 8.0 7.2 7.3 7.3 na na
USA ‘
Sealed 46.3 47.6 48.3 na 50.7 51.8
Gravel 33.6 32.8 324 na 31.1 30.7
Other 20.1 19.6 - 193 na 18.2 17.5

a. Sealed means bitumen, cement or other ‘permanent’ seal. Gravel means paved with ‘non permanent’ cover.
Other means unpaved but formed road. .
Excluded are tracks of only natural surface.
na not available.
Sources: Australian Bureau of Statistics (1977, 1978, 1979a, 1980).
Statistics Canada (1973a-1976a).
New Zealand Department of Statistics (1975-1980).
Federal Highway Administration (1973-1978).

MOTOR VEHICLES

Details of the growth in the total number of registered motor vehicles in each country
are presented in Table 2.4. The table shows the growth in both total vehicles and cars,
commercial vehicles (buses and trucks) and other vehicles (primarily motor cycles and
registered -agricultural and construction equipment). It is interesting to note the
variations in the composition of the total vehicle population between countries. In 1978,



Chapter 2
cars constituted between 72.5 per cent (New Zealand) and 82.6 per cent (Great Britain)

of total registered vehicles while commercial vehicles constituted between 10.4 per
cent (Great Britain) and 21.0 per cent (New Zealand).

TABLE 2.4—REGISTERED MOTOR VEHICLES, 1972-78

('000)

1972 1974 1976 1978 Average
annual
growth

rate
(per cent)
Australia
Cars 4 141 4 604 5073 5462 4.7
Commercial vehicles 996 1 090 1215 1 360 53
Other 180 259 293 292 8.4
Total 5317 5953 6 580 6 822 42
Canada
Cars 7 407 8 328 9016 9 554 4.3
Commercial vehicles 2 002 2 025 2 317 442 3.3
Other 291 501 453 551 11.2
Total 9700 10 854 11 786 12 547 44
FRG
Cars 14 831 15 999 17 474 19 634 4.8
Commercial vehicles 3 892 4 079 4 2183 4 425 2.1
Other 303 346 421 553 10.5
Total 19 025 20 424 22 108 24 611 4.4
Great Britain? s
Cars 12 745 13 667 14 081 14 106 1.7
Commercial vehicles 1722 1 841 1 836 1776 0.5
Other 1083 1145 1220 1194 1.6
Total 15 549 16 653 17 137 17 076 1.6
New Zealand
Cars 963 1087 1205 1252 45
Commercial vehicles 195 204 340 362 10.8
Other 63 87 108 112 10.0
Total 1220 1378 1653 1726 59
USA
Cars 97 096 104 857 110 189 116 575 3.1
Commercial vehicles 21546 25036 28 231 32174 6.9
Other 3760 4 966 4 982 5142 53
Total 122 402 134 859 143 402 153 891 39

a Since 1974 the basis for each census has changed. Therefore the figures for 1976 and 1878 are not directly
comparable with those for earlier years.
Sources:Annual Reports of Transport Ministries and Departments, Yearbooks and Handbooks for each
country. and Europa Year Book (1979).

Between 1972 and 1978, the total vehicle fleet in each country grew at an annual rate of
4 to 6 per cent, except for Great Britain, where the annual growth rate was significantly
lower (1.6 per cent). Another significant feature of Table 2.4 is that in New Zealand and
USA the number of commercial (and other) vehicles grew approximately twice as fast
as the number of cars, whereas in FRG and Great Britain the number of commercial
vehicles grew at less than half of the rate at which cars increased.
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The USA has the highest vehicle ownership rate per.capitaof the countries studied, and
a rate over twice that of Great Britain (Table 2.5). New Zealand has a perhaps
surprisingly high total vehicle ownership rate, due largely to a high ownership rate for
vehicles other than cars. Australia ranks behind USA, New Zealand and Canada in

terms of total vehicle ownership rates.

TABLE 2.5—VEHICLES OWNERSHIP RATES, 1972-78

(number of registered vehicles per hundred persons)

1972 1974 1976 1978
Cars
Australia 31.4 33.8 36.4 38.3
Canada 33.9 371 39.1 40.6
FRG 24.0 25.7 28.3 32.0
Great Britain 22.8 244 25.1 25.2
New Zealand 33.0 35.8 38.5 40.0
USA 46.4 49.4 51.2 53.3
Other vehicles ‘
Australia 8.9 9.9 10.8 11.6
Canada 10.5 11.3 12.0 12.7
FRG 6.8 7.2 7.6 8.1
Great Britain 50 53 55 53
New Zealand 8.8 9.6 14.4 15.1
USA 12.2 14.2 15.4 171
All vehicles
Australia '40.3 43.7 47.2 49.9
Canada 44 .4 48.4 51.1 53.3
FRG 30.8 32.9 35.9 401
Great Britain 27.8 29.7 30.6 30.5
New Zealand 41.8 45.4 53.0 55.1
USA 58.6 63.6 66.6 70.4

Sources: Tables 2.1 and 2.4



CHAPTER 3—INSTITUTIONAL ARRANGEMENTS

The previous chapter contained an examination of some of the more important factors
affecting the road system in each country (and thus the level of road expenditure). This
chapter is concerned with the factors affecting the pattern of road revenue and
expenditure in each country. It includes a comparison of the roads responsibilities
between different levels of government in each country. Emphasis is placed on
comparing the role of national governments.

In describing a government’s roads responsibilities, a distinction must be made
between direct (actual construction and maintenance of roads) and indirect
responsibilities (generally assumed rather than legal), the latter arising (for example)
where a national government passes funds on to a subsidiary government for
expenditure on roads. The importance of the distinction is nowhere better illustrated
than in Australia, where the Commonwealth Government has direct responsibility for
only 0.3 per cent ofthe road network (representing roads in Commonwealth Territories
or on Commonwealth property). However, it finances about 30 per cent of the nation’s
total roads expenditure by making specific purpose grants to the States for roads
expenditure. These grants may be spent either by the States or passed on to local
government.

DIRECT RESPONSIBILITIES

As noted in Chapter 1, of the six countries studied, four (Australia, Canada, the FRG
and the USA) are federations, each with three main levels of government (national,
State, and local), whiletwo (Great Britain and New Zealand) are unitary systems having
two main levels of government (central government and local authorities).

Each of the federations has a constitution, but only that of the FRG was framed since
the commencement of mass production of motor vehicles. This probably accounts for
the fact that it is the only constitution of the four to attach any importance to a national
road system and to allot the Federal Government a specific role in its development. In
the other three federations, roads are the constitutional responsibility solely of the
State governments, except on federal l[and and in federal territories. As shownin Table
3.1, national governments in the federations tend to be legally responsible for only a
small proportion of the road network (by length}, ranging from 0.3 percentin Australia
to 8.3 per cent in FRG.

TABLE 3.1—CONSTITUTIONAL RESPONSIBILITY FOR ROADS BY LEVEL OF
GOVERNMENT

(000 km)

National State Local Total?
Australia 2.2( 0.3)® 154.7(18.3) 685.5(81 4) 842.3(100)
Canada 13.8( 1.8) 294.9(33.3) 575.6(65.1) 884.3(100)
FRG 39.3( 8.3) 65.4(13.7) 371.0(78.0) 475.7(100)
Great Britain 149( 4.4) .. 321.7(95.€) 336.5(100)
New Zealand 11.5(12. 3) .. 81.9(87.7) 93.4(100)
USA 371.4( 5.9) 1273.6(20.4) 4 606.7(73.7) 6 252.0(100)

a. Totals may not add due to rounding.

b. Figures in parenthesis represent percentages.
. not applicable

Sources: Tables 1.2, 11.3, 1111, 1V.2, V.3, V1.1,
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In Australia, Canada and the USA, the various State governments are responsible for
the road network within their borders, apart from those roads which are the direct
responsibility of the Federal Government. In practice, they have devolved most of this
task (in terms of length of road) to local authorities. Inthe FRG, a similar distribution of
responsibility exists, but has been laid down by the constitution. Asshownin Table 3.1,
the proportion of the network for which State governments are responsible varies from
13.7 per cent in the FRG to 33.3 per cent in Canada.

Local authorities in the federations are responsible for between 65 per cent (Canada)
and 81 percent (Australia) of the total road length (Table 3.1). However, these roads are
generally lower quality roads than those administered by the national and State
governments.

As noted earlier, Great Britain and New Zealand are not federations of a number of
States and have only two levels of government, a national or central government and
numerous local authorities. Further, neither country has a written constitution. The
national government may determine the functions of local authorities. In both
countries, the national government accepts direct responsibility for the major highway
systems and local authorities are responsible for the remainder of the network. As
shown in Table 3.1, this tends to leave the national governments with direct
responsibility for only asmalil proportion (by length) of the total network, especially in
Britain where the proportion is even lower than for two of the national governments in
the federations.

In all but two of the six countries examined the administration of the road program at
the national level is undertaken by a government department. The two exceptions are
the USA and New Zealand where separate authorities have been established for the
purpose. In the USA the Federal Highway Administration (FHWA) administers the
Highway Trust Fund into which road user taxation earmarked for road works is paid.
The FHWA is responsible for overseeing the Federal Aid Highway Program of financial
assistance to the States for road expenditure and research and development. In New
Zealand the National Roads Board administers the National Roads Fund which aiso
receives earmarked road funds. The Board is responsible for the development of the
whole New Zealand road system and provides direct advice on all road matters to the
Government.

INDIRECT RESPONSIBILITIES -

The distribution of de facto responsibility for roads, especially financial responsibility,
differs considerably from the foregoing description of direct responsibilities. In
particular, the national governments in Australia, New Zealand, the USA and (to a
lesser extent) Canada, provide funds to subsidiary levels of government specifically for
road construction and for maintenance. As shown in Table 3.2, in Australia and USA
these ‘indirect’ expenditures dwarf direct expenditures by the national government,
accounting for about 90 per cent of total road spending by that level of government. In
both countries, such indirect expenditures by the national governments account for
about one-quarter of total roads spending by all levels of government.

Indirect spending by the New Zealand national government is also significant. In
Canada, the national government’s indirect spending is large in relation to its direct
spending, but still insignificant in relataon to total roads spending by all levels of
government.

Prior to 1975, the national government in Great Britain made specific purpose grants to
local government for roads (shown as indirect expenditure in Table 3.2). However, in
1975 these were replaced by block grants not specifically designated for roads. Roads
expenditure from these grants is thus regarded as being at the discretion of the local
authorities and is therefore attributed to the latter from 1975-76 onwards. This
accounts for most of the change in the national (as opposed to local authonty) share of
road spending shown for Great Britain in Table 3.2.
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TABLE 3.2—EXPENDITURE ON ROADS BY LEVEL OF GOVERNMENT, 1972-73 TO
1977-782

(per cent)
1972-73 1973-74 1974-75 1975-76 1976-77 1977-78
Australiab
Federal
Direct 3.6 3.5 3.1 2.7 2.2 341
Indirect 31.3 32.3 29.1 27.3 27.2 25.3
Total 349 35.8 32.2 30.0 29.4 28.4
State 30.9 305 26.1 27.6 30.0 316
Local 342 33.6 417 424 40.6 400
Total 100.0 100.0 100.0 100.0 100.0 100.0
Canada
Federal
Direct 2.2 2.7 25 25 2.6 na
Indirect 4.8 3.2 3.8 3.5 3.2 na
Total 7.0 59 6.3 6.0 5.8 na
State 61.8 64.3 63.5 63.6 59.5 na
Local 31.2 29.8 30.2 30.4 34.7 na
Total 100.0 100.0 1000 100.0 100.0 na
FRG
Federal 404 39.3 39.0 39.8 41.3 na
State 253 26.0 29.4 31.2 29.7 na
Local 34.3 347 316 29.0 29.0 na
TOTAL 100.0 100.0 100.0 100.0 100.0 na
Great Britain
Central
Direct 32.0 33.3 31.8 35.6 35.8 32.1
Indirect 14.4 14.0 116 2.5 25 39
Total 46.4 47.3 43.4 38.1 38.3 36.0
Local¢ 53.6 527 56.6 61.9 61.7 64.0
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0
New Zealand
Central
Direct 427 41.1 417 41.4 40.7 39.1
Indirect 27.0 28.3 27.5 26.2 25.4 26.2
Total 69.7 69.4 69.2 67.6 66.1 65.3
Local 30.3 30.6 30.8 324 33.9 347
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0
USAd
Federal
Direct 2.2 2.0 2.3 2.5 25 25
Indirect 19.4 22.0 23.6 221 23.0 22.4
Total 216 24.0 25.9 246 255 249
State 59.1 56.3 53.8 50.9 514 53.0
Local 19.4 19.7 20.3 24.5 231 221
Total 100.0 100.0 100.0 100.0 100.0 100.0
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TABLE 3.2—EXPENDITURE ON ROADS BY LEVEL OF GOVERNMENT, 1972-73 TO
1977-78%—continued

a. Errors may occur for lower levels of government (especially in the case of federations where intergovernment
transfer payments are present) due to a lack of information.
b. Figures for the years 1972-73 and 1973-74 are not directly comparable with subsequent years but are
included for order of magnitude comparisons.
¢. Includes expenditure from Central Government Transport Supplementary and Rate Support Grants since
1975. For details see Appendix IV.
d. USA expenditures are for calendar years.
na not available.
Sources: Commonwealth Bureau of Roads (1975), Bureau of Transport Economics, (1979), Statistics Canada
(1973a-1976a), FRG Federal Ministry of Transport (1977 and 1978), New Zealand National Roads
Board (1973a-1978a), United Kingdom Department of Transport (1973a-1978a), and US Federal
Highway Administration (1973-1978).

ROAD CATEGORIES FINANCED BY NATIONAL GOVERNMENTS

Road classification systems vary in their detailed application from one country
to another. However, in general terms they all tend to distinguish between three
categories of roads:

e national highways;
e arterial roads; and
e Jocal roads.

*: National highways may be defined generally as the principal roads linking the major
‘centres of population and industry. Of all non-urban roads these roads are usually the
most heavily-used with the longest average journey lengths and highest volume
capacities. Of the six countries studied, only Canada does not have a declared national
highway system.

Arterial roads may be defined as the denser back-up feeder/distributor networks for the
national highways. These roads provide the main means of intra- and inter-regional
travel. Typically used by traffic having lower average journey lengths than for the
national highways, these roads are still usually of reasonably high safety/engineering
standards.

Local roads are a group of great diversity, primarily serving as feeder/ distributor
networks for the arterial roads, and providing property access. Engineering/safety
standards of these roads may vary considerably, as may the level of usage.

Using the above classification, the percentage of each type of road in each country is
shown in Table 3.3 while Table 3.4 shows the distribution of road expenditure by
national governments on each type of road.

TABLE 3.3—COMPARISON OF ROAD SYSTEMS BY CATEGORY

(per cent)
National Arterial Local Total
highways roads roads roads
Australia 1.9 16.1 82.0 100.0
Canada .. 33.9 66.1 100.0
FRG 8.3 276 64.1 100.0
Great Britain 4.4 ‘ 10.2 85.4 100.0
New Zealand 12.48 ..b 87.6 100.0
USA 1.1 20.6 78.3 100.0

a. Includes arterial roads. Available data do not distinguish between national highways and arterial roads.
b. Included in national highways. See (a).

.. not applicable.

Sources: Tables 1.2, 11.3, 111.1, IV.2, V.1, VI.1,
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TABLE 3.4—ROAD EXPENDITURES BY ROAD

GOVERNMENT, 1977-78

Chapter 3

CATEGORY AND LEVEL OF

(per cent;
Country and
level of National Arterial Local Total
government highways roads roads roads
Australia
Federal 36.4 34.5 29.1 100.0
State 3.3 77.9 18.8 100.0
Local — 36 96.4 100.0
Canada
Federal na na na na
State na na na na
Local na na na na
FRG
Federa! 100.0 — — 100.0
State na na na na
Local na na na na
Great Britain
Central 88.5 11.0 0.5 100.0
Local? — 47 1 52.9 100.0
New Zealand
Central 55.9 1.3 42.8 100.0
Local — — 100.0 100.0
USA
Federal 469 37.8 153 100.0
State 4.5 63.5 32.0 100.0
Local — 3.1 96.9 100.0

a. Total expenditure by locail authorities—i.e. includes TSG Grants.

na not available.

Sources:Bureau of Transport Economics (1978). UK Department of Transport, {1979), Table V.2, Federal
Highway Administration (1879).

National Roads

in each of the countries studied, national governments have accepted responsibility,
albeit to varying degrees, for developing and maintaining the national highway system.

In Australia, the Commonwealth Government has, since 1974, accepted 100 per cent
financial responsibility for approved construction and maintenance projects on the
designated national highway system. Prior to 1974, these roads were classified asrural
arterial roads, with funds being available from the Commonwealth Government for
construction purposes only.

In Canada, there is at present no declared national highway system. The only major
involvement of the Federal Government with national highways was the Trans-Canada
Highway Program (1949-71). In this instance, the Federal Government provided funds
for 50 per cent of the construction costs of approved projects. All funding for
maintenance remains a Provincial responsibility.

In the FRG, the Federal Government finances 100 per cent of construction and
maintenance work on the national highway system, although the State governments
carry out the work as in Australia.

In Great Britain and New Zealand, the central governments have accepted 100 per cent
responsibility for construction and maintenance of the national highway systems in
their respective countries.

In the USA, the Federal Government provides funds for 90 per cent of the cost of
approved national highway construction programs. The Federal Government also

1
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provides funds for major maintenance projects under the ‘3R’ scheme (re-surfacing,
restoration and rehabilitation) although routine or day-to-day maintenance is still a
State responsibility.

As shownin Table 3.4, all national government roads expenditure in FRG is devoted to
national highways, and most of the national government’s road expenditure in Great
Britain is devoted to this category. In 1977-78 national highways accounted for about
half of the national government’s road expenditure in New Zealand and USA, and about
one-third in Australia. No figures are shown for Canada, but most national government
expenditure there would be on arterial roads. As noted earlier, the only expenditure of a
national highway nature was that on the Trans-Canada Highway, between 1949 and
1971.

Arterial and local roads

Most of the remaining national government expenditure in Great Britain and USA is for
arterial roads, whereas in Australia and New Zealand the national government also
provides substantial support for local roads. Of the federations studied, Australia is
thus the only one where the Federal Government provides specific purpose assistance
for local roads.

CONDITIONS OF NATIONAL GOVERNMENT ASSISTANCE FOR ROADS

The degree of control exercised by national governments over funds they provide to
subsidiary levels of government for roads expenditure varies between road categories
and between countries. National governments in the four federations studied tend to
exercise considerable control over expenditure on national highways'. Generally, the
national government undertakes the strategic planning of the network and determines
general design standards, while State road authorities undertake the detailed project
design and construction work (and subsequent maintenance). As noted earlier, the
national governments finance both construction and maintenance?, and the funding is
tied to specific projects. That is, the national government exercises both program-level
and project-level control over the funds.

The degree of control exercised over national government assistance for expenditure
on other road categories is much more varied®. In Canada and the USA, such
assistance is, as for national highways, tied to specific projects and programs approved
by the national government (though frequently the projects are generated by the
States/Provinces). In Great Britain and New Zealand, the national governments
exercise very little control over the funds they pass to local governments for roads
expenditure, although local governments’ road programs are oversighted in a general
way.

In Australia, the Federal Government does not exercise any project level control over
expenditure of funds it provides for roads other than national highways, even though
such outlays account for approximately two-thirds of its financial assistance to the
States and local governments for roads. Since the 1920s the Federal Government has
allotted funds to the States for both arterial and local roads. The conditions attached to
these grants have varied considerably over this period. At presentit can be said that the
Commonwealth Government exercises much more control over the funds it provides
for national roads than funds for other roads".

1. As this section is concerned with the control exercised by national governments over funds passed to
subsidiary governments, the following discussion of national highways does not deal with those systems in
Great Britain and New Zealand, where the national government directly carries out all work on national
highways. In the case of Canada, discussion relates to the Trans-Canada Highway.

2. Except for Canada, where maintenance of the Trans-Canada Highway is the financial responsibility of the
provinces. In Australia and the FRG, the Federal governments finance 100 per cent of construction and
maintenance and in the USA, 90 per cent (though initially the Federal Government financed only 50 per cent
of the cost of national highway projects).

3. FRG does not feature in this discussion as it does not provide any such assistance.
4. For a -more detailed discussion of this issue see BTE (1981).
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CHAPTER 4—ROAD EXPENDITURE

Roads expenditure in each country is examined in this chapter both iq total and in
relation to the factors discussed in Chapters 2 and 3. Significant changes in the pattern
of roads expenditure in each country over the past few years are also identified.

COMPARATIVE LEVELS OF EXPENDITURE

Total road expenditure

Table 4.1 shows total road expenditure in each country over the past few years. As
expected, roads expenditure in the USA is considerably greater than in the other
countries studied.
TABLE 4.1—TOTAL ROAD EXPENDITURE IN SELECTED COUNTRIES, 1973-74 TO
1977-78

($A million, current prices)

1973-74 1974-75 1975-76 1976-77 1977-78
Australia 984 1 363 1619 1775 1963
Canada 2 222 2 858 3 547 3775 na
FRG 4760 5 464 5588 na na
Great Britain 1805 2 082 2 243 2476 2534
New Zealand 137 147 146 160 193
USA 24 506 26 660 29 263 29 596 32 150

a. Converted to Australian currency at average exchange rates prevailing in each year.

na not available.

Sources: OECD (1980), Annual Reports and other publications ofthe transport authorities in each country, ABS
(1981), BTE (1979).

Road expenditure as a percentage of GDP

As shown in Table 4.2, each country spends between 1 and 2.5 per cent of its Gross
Domestic Product (GDP) on roads. Australia and Canada spend the highest
percentages while the lowest percentages occur in Great Britain and New Zealand. In
all of the countries studied there has been a decline in the percentage of GDP spent on
roads in recent years.

TABLE 4.2—ROAD EXPENDITURE AS PER CENT OF GDP, 1973-74 TO 1977-78

(per cent)

1973-74 1974-75 1975-76 1976-77 1977-78
Australia 2.30 2.66 2.81 2.44 2.35
Canada 2.09 228 2.21 210 na
FRG 1.79 1.70 1.53 na na
New Zealand 1.39 1.38 1.29 1.19 1.20
Great Britain 1.50 1.31 1.38 1.26 1.06
USA 1.85 1.75 1.73 1.58 1.52

na not available.
Source: As for Table 4.1

Expenditure per kilometre of rcad

As shown in Table 4.3, between 1973-74 and 1977-78the FRG spentconsiderably more
per kilometre of road than the other countries studied. On this basis, Australia and New
Zealand spent considerably less than the other countries.
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TABLE 4.3—ROAD EXPEND!TURE PER KILOMETRE OF ROAD, 1973-74 TO 1977-78
($A, current prices)

1973-74 1974-75 1975-76 1976-77 1977-78
Australia 1139 1540 1920 2108 2 403
Canada 2638 3 320 4 068 4 269 na
FRG 10 742 12 311 12 570 na na
Great Britain 5 331 6 288 6 726 7 388 7 529
New Zealand 1 599 1595 1653 1725 2079
USA 2818 3 009 3 602 -3 891 4639

a Converted to Australian currency at average exchange rates prevailing each year.
na not available. .
Source: As for Table 4.1.

However, this comparison ignores the fact that the Australian road network, and to a

lesser extent the networks in Canada and the USA, have high proportions of roads with
traffic levels considerably below those in the FRG and Great Britain.

Bearing in mind that a very high proportion of each country’s road expenditure occurs
on sealed roads, it could be argued that a more meaningful comparison is total
expenditure per kilometre of sealed road. This comparison is presented in Table 4.4.
Figures for the FRG are estimated assuming that all roads are sealed. It could be
expected that, as with Great Britain, most of the network in the FRG is already sealed,
30 that there would be little difference between expenditure per kilometre of road either
in total or for sealed roads.

TABLE 4.4—EXPENDITURE PERKILOMETRE OF SEALED ROAD?,1973-74TO 1977-

78
($A, current pricesb)

1973-74 1974-75 1975-76 1976-77 1977-78
Australia 4 649 6 160 7 244 7 806 8 737
Canada 10 306 12 435 14 738 15 086 na
FRG® 10 743 12 311 12 570 na na
Great Britain 5 331 6 288 6726 7 388 7 529
New Zealand 3484 3 351 3 488 3 593 4 030
USA 6 086 6 321 7 458 7 860 9 149

a. Total road expenditure divided by length of sealed roads.

b. Converted to Australian currency at average exchange rates prevailing each year.
c. Estimated assuming that all roads in the FRG are sealed.

na not available.

Source: Table 2.4 and 4.1.

On this basis, the level of Australian road spending is comparable to that in Great
_ Britain and the USA, but considerably below that in Canada (and the FRG).

Expenditure per vehicle

Canada has the highest expenditure per vehicle (Table 4.5), followed by the FRG and
then Australia.
TABLE 4.5—ROAD EXPENDITURE PER VEHICLE, 1973-74 TO 1977-78

(8A, current prices?®)

1973-74 1974-75 1975-76 1976-77 1977-78
Australia 165 217 246 260 288
Canada 205 253 301 301 na
FRG 237 268 266 na na
Great Britain 105 119 126 140 144
New Zealand 71 78 73 77 92
USA 129 138 162 169 195

a. Converted to Australian currency at average exchange rates prevailing.each year,
na not available.
Source: As for Table 4.1.
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Road expenditure per capita

As shown in Table 4.6, those countries with large areas but small population spend
significantly more per capita on roads than do the smaller countries. Thus Canada and
Australia spend far more per capita on roads than the smaller countries such as Great
Britain, New Zealand and the FRG. The USA has, however, ahigher population density
than New Zealand but spends more per capita on roads than New Zealand.

TABLE 4.6—ROAD EXPENDITURE PER CAPITA, 1973-74 TO 1977-78
($A, current prices?)

1973-74 1974-75 1975-76 1976-77 1977-78
Australia 73 a9 117 127 139
Canada 99 126 153 163 na
FRG 76 88 91 na na
Great Britain 33 38 41 46 47
New Zealand 46 48 47 51 62
USA 82 87 104 112 133

a. Converted to Australian currency at average exchange rates prevailing each year.
na not available.
Source: As for Table 4.1,

GROWTH IN ROAD EXPENDITURE

Of the six countries studied only Australia and Canada increased their total road
expenditure in real terms over the period 1972-73 to 1977-78 (Table 4.7)'. Table 4.7
further shows that expenditures by all national governments declined in real terms
(except USA), butin the case of Australia and Canada this was more than offset by the
increase in real expenditures by State and local governments.

CONSTRUCTION AND MAINTENANCE EXPENDITURE

Table 4.8 shows the percentage distribution of expenditure between construction and
maintenance, in the four countries for which information was available, over the period
1972-73 to 1977-78°. Considerable care needs to be exercised in making intercountry
comparisons as countries may differ in how they distinguish between construction and
maintenance. However, it is clear from available information that there is reasonable
consistency insofar as each country classifies major reconstruction as construction
and routine repair work (including resealing/resheeting) as maintenance.

1. The Canadian situation is somewhat clouded by the uravatlability of 1977-78 data and the negative growth
rate in 1976-77.

2. Information on expenditure on constructicn and on maintenance in the FRG and New Zealand is only
available for the national highway system in each country.
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TABLE 4.7—EXPENDITURE ON ROADS,‘ IN CONSTANT PRICES, BY LEVEL OF
GOVERNMENT, 1972-73 TO 1977-782

Country and fevel . 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78 Average
of government annual
‘ . growth
. rate
Australia® ($A million)
Federal 421 411 440 411 405 407 -0.6
State 360 338 340 375 416 435 41
Local 323 297 323 381 432 349 2.6
Total 1104 1046 1103 1167 1254 1191 1.7
Canada (Can$m)
Federal 240 204 239 235 219 n.a. -1.6
State 2133 2213 2415 2479 2255 n.a. 16
Local 1079 1027 1148 1185 1314 n.a. 53
Total 3452 3444 3801 3899 3788 na - 2.7
FRG (DM bill) ‘
Federal 8 7 7 7 7 n.a. -3.4
State 5 5 5 5 5 n.a. 0.2
Local 7 6 6 5 5 n.a. -7.6
Total 19 19 18 17 16 n.a. -5.8
Great Britain® (£m)
Central 640 666 536 508 463 380 -95
Local 739 742 697 826 745 674 -1.3
Total 1379 1408 1232 1334 1208 1054 -4.9
New Zealand ($NZm)
Central 121 114 116 105 96 96 -4.6
Local 53 51 52 50 49 51 -0.6
Total . ‘ 174 165 167 155 145 146 -3.5
USA4 (US$m)
Federal 6176 6816 7288 6863 6823 6780 2.1
State 16919 16004 15133 14187 13741 14 444 -3.0
Local 5554 5592 5732 6833 6173 6027 2.1
Total 28 649 28 412 28 153 27 883 26 737 27 251 -1.0
a. Current price expenditures were deflated by the respective GDP price index. Totals may not add due to
rounding.

b. Figures for Australia are based on data supplied by NAASRA and do not include expenditures on roads in the
Northern Territory. N '

¢. Local Government expenditure from 1975-76 on isinfluenced by the Transport Supplementary Grant, figures
for which are not included in the expenditure of the Central Government because it is not hypothecated to
road use.

d. Figures for the USA are for calendar years.

Source: Table 4.1 and OECD (1980).

Thereisaremarkable degree of similarity in the overall construction/ maintenance split
between countries. This is particularly true of the early years when construction in all
countries accounted for 64 to 68 per cent of total roads expenditure and maintenance
for 32 to 36 per cent. Another noteworthy feature is that in each country other than
Australia there has been a noticeable shift away from construction and towards
maintenance'. This is particularly true of Great Britain and to a lesser extent the USA
and Canada. In Great Britain and the USA this decreasing importance of construction
to total road expenditure coincides with the pending completion of major highway
systems and the stated intentions of both national governments not to undertake any
major new road construction programs (Great Britain, Department of Transport 1980,
p2; Adams 1978b, p96).

1. In New Zealand information on construction and maintenance expenditures separately is only available for
the State Highways network. Over the period 1973-74 to 1978-79 construction expenditure declined from 68
to 49 per cent of total expenditure.
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TABLE 4.8—EXPENDITURE ON ROAD CONSTRUCTION AND MAINTENANCE, IN
PERCENTAGE TERMS, 19872-73 TO 1977-78
(per cent;j

1972-73 1973-74 1974-75 18975-76 1976-77 1977-78

Australia
Construction na na 66.4 65.8 66.0 66.0
Maintenance na na 33.6 34.2 34.0 34.0
Canada
Construction 64.9 64.4 64.6 62.5 60.1 na
Maintenance 35.1 35.6 35.4 375 39.9 na
Great Britain
Construction 66.5 67.5 67.4 65.7 63.6 554
Maintenance 33.5 325 32.6 343 36.4 446
USA
Construction 67.2 66.7 na 64.2 60.2 60.4
Maintenance 32.8 33.3 na 35.8 39.8 39.6

na not available.
Sources:Tables 1.4, 1.7, and 1.8, 11.2, IV.3 and VI.2.

It is also of interest to note that the significant decreases in construction as a
percentage of total expenditure occur in the countries which have the highest
percentage of sealed roads (refer Chapter 2).

Both of these factors suggests that as the Australian road system develops (with
decreasing rate of growth in system length and increasing proportion of sealed and
gravel roads) there is likely to be a similar decrease inthe proportion of construction in
total roads expenditure. This in turn may have important implications for the current
allocation of Commonwealth Government road grants, most of which are currently
allotted to construction. However, it should be noted that if the Commonwealth
Government’'s present emphasis on development of a national highways network
continues, it may be some time before there is any significant change in the
construction/maintenance split of Commonwealth Government road expenditures.
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CHAPTER 5—ROAD USER CHARGES

Due to the large number of charges levied on road users in each country and the
complexity of some of the charging structures, only the more important charges are
discussed here, namely:

e sales and equivalent taxes on motor vehicles and parts;

e taxes on fuels;

® heavy vehicie taxes and charges; and

o fees for motor vehicle registration and drivers’ licences.

SALES AND EQUIVALENT TAXES ON MOTOR VEHICLES AND PARTS

Table 5.1 summarises the sales and equivaient taxes levied by the various governments
on motor vehicles and parts. In percentage terms these taxes are highest in Great
Britain and New Zealand and lowest in Canada and the USA. The absolute amounts of
such taxes arerelated to wholesale vehicle prices in the various countries. Unpublished
data provided by the Department of Industry and Commerce suggest that relative
whotesale prices are in approximately the same relationship as the percentage tax
rates. Wholesale prices are lowest in USA and Canada, higher in Australia. FRG and
Great Britain and highest in New Zealand. Thus, it would appear that in absolute terms
such taxation payments by motorists (per vehicle) are lowest in USA and Canada and
highest in Great Britain and New Zealand, with Australia and FRG in between.

It will be noted from the Table that New Zealand and USA are the only countries which
hypothecate (or ‘earmark’) revenue from sales tax on vehicles and parts for road
expenditure.

TAXES ON FUEL

Table 5.2 summarises the taxes levied by the various countries on fuel used by road
vehicles. The figures include fuel excises and import duties except for New Zealand for
which figures were not available but exclude production levies on crude oil. such as is
imposed in Australia. It was not possible to obtain information on these although itis
known that at least in the USA (excess profits tax on oil companies) some such form of
tax exists. For consistency they are not considered further in this report. Fuel excise
taxes (including State taxes) in Australia are moderate compared with those in the
other countries. Commonwealth fuel excise in Australiais 5.2 cents per litre while State
fuel franchise schemes, introduced by Victoria, South Australia and Western Australia
in 1979, to replace road maintenance charges, vary from around 1 cent to 3 cents per
litre. Fuel taxes in FRG and Great Britain are considerabiy higher than in Australia.
Federal taxes in Canada and the USA are lower than in Australia, but after taking
account of State taxes the total tax paid by motorists in those countries generally
exceeds that paid by Australian motorists.
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TABLE 5.1—SALES TAXES AND EQUIVALENT TAXES ON VEHICLES AND PARTS? 1978

Country National government Other levels Comments
of government
Australia e 15% on new vehicles and 27.5% on parts Nil Paid into general revenue
Canada e $30-$60 per vehicle up to 2.4 tonnes with an
additional charge of $60 per 45 kg above 2.4 Provincial
tonnes . ’ Sales Tax
® 5% on motor cycles of capacity of 250cc or of Paid into general revenue
greater 5% to 11%
e 12% on parts and accessories
FRG VAT on vehicles and parts at general rate of 13% Unknown Paid into general revenue
Great Britain o Sales tax of 10% on new vehicles Nil Paid into general revenue
e VAT at standard rate of 15%
New Zealand ¢ 30% to 60% on new cars, increasing with engine Nif Paid into National Road
capacity Fund
® 10% on trucks and busesP
e 20% to 40% on motor cycles, increasing with engine -
capacity :
USA ® 10% on buses, trucks and trailers® States and Federal revenues paid into
® 8% on parts and accessories some city Highway Trust Fund
administra-
tions levy State revenues paid into
sales taxes general revenue
on vehicles.
Rates vary,
but eg New

York has a city
tax of 4% and a
State tax of 4%

a. All percentage tax rates are on wholesale prices after all other taxes and duties have been added.
b. 40% prior to introduction of heavy vehicle taxes—see text.
¢. Sales taxes on motor cycles and cars repealed in 1955 and 1971 respectively.

Source: Appendixes I-VI.
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TABLE 5.2—SALES AND EXCISE TAXES ON FUEL? AS AT 30 JUNE 1980

Country National government Other levels of government Comments
Australia ® 5.155¢/litre on motor spirit and Business Franchise Licence Fees in Vic, SA and WA. in Vic and SA National Government revenue paid into
automotive distillate the rates are 4.5% of value of motor spirit sold (about 1.5 cents per Consolidated Revenue. Part of the
litre) and 7.1% of value of automotive distiliate sold (about 2.4 revenue obtained in Vic is
® 1.4¢/litre on LPG cents per litre). In WA the rates are 1.5c per litre on petrol and 3.0c hypothecated. All revenue in SA and
per litre on automotive distiilate. WA is hypothecated. Federal revenues
are not hypothecated.
Canada e approximately 3c/litre on motor ® A(l Provincial/Territorial governments except Alberta levy taxes on All revenue, both Federal and Provincial
spirit motor spirit and automotive distiliate of 2.80-5.38¢/litre with-the is paid into respective Consolidated
e 0,92c/litre on automotive excise on motor spirit generally being lower than that on Revenue.
distilate automotive distillate.
® Only 3 Provincial and one Territorial government levy taxes on
special fuels—at rates considerably below those already
mentioned.
FRG e 21.73c¢/litre on motor spirit
e 20.25c/litre on automotive
distillate Nil There is only partial hypothecation of
e special fuels are also taxed but Federal revenues.
details on rates are not
available
® VAT 7.37c/litre
Great ® 20.27¢/litre on motor spirit and All revenue received is paid into
Britain automotive distillate Nil Consolidated Revenue
e 10.14¢/litre on LPG
» 7.7c/litre VAT
New 16.3¢/litre on motor spirit® Local authorities are empowered to levy tax at the rate of 0.57¢/litre About half of National Government
Zealand on motor spirit and 0.28c¢/litre on automotive distillate. receipts are hypothecated to roads
expenditure. Local authority receipts
are treated as general revenue.
USA 3.47¢/litre on all road fuels All except two State governments levy an excise tax. Rates vary Federal tax is paid into the Highway

from 5.21-9.54¢/litre. The rate on automotive distillate is generally
higher than that on motor spirit.

Trust Fund. Information was not
available on whether State receipts
are hypothecated.

a. All amounts are expressed in Australian currency using exchange rates applicable at 30 June 1980.
b. Excise on automotive distillate was discontinued in 1977 and replaced by heavy vehicle tax. See text.
Source: Appendixes I-VI.
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Table 5.3 shows the national average retail price of motor spirit (petrol) in each of the
countries. The price of motor spirit in Australia is considerably lower than in FRG,
Great Britain and New Zealand', comparable with thatin USA, and considerably higher
than the price in Canada which has not implemented import parity pricing. (The
Canadian price is, however, for a year earlier).

TABLE 5.3—RETAIL PRICES OF MOTOR SPIRIT, MID-1980
(Australian cents per litre)

Country Price
Australia 33.0
Canada 17.62
FRG 56.7
Great Britain 57.9
New Zealand 44.9
USA 30.0

a As at 30 June 1979.
Source: Warden (1980, p22).

HEAVY VEHICLE TAXES AND CHARGES

Charges on the use of heavy vehicles are levied by the Central governments in Great
Britain and New Zealand and by the Federal Government and approximately half the
State governments in the USA. Most State governments in Australia levied simildr
charges prior to July 1979. The Federal Government in the FRG does not levy such
taxes but information on State government charges, if any, is not available. Canada
does not levy heavy vehicle taxes and charges at either the federal or State level.

In Great Britain, a fixed annual charge is levied on the maximum legal loaded weight of
heavy vehicles. The charge per unit weight increases with the weight of the vehicle. For
example, as of March 1980 the owner of a truck with maximum loaded weight of 2 tons
paid the equivalent $A308 ($A154 per ton) per year, while the owner of a truck with
maximum loaded weight of 20 tons paid the equivalent of $A5333 ($A267 per ton).
Appendix IV provides more details. All revenue from this charge is paid into general
revenue.

In New Zealand, charges on the use of heavy vehicles underwent a major change in
1977. Prior to 1977, two charges (Mileage Tax and Heavy Traffic Fees) were levied on .
the use of heavy vehicles. Mileage Tax was a fixed charge for every kilometre travelled
by non-petrol powered vehicles. It was a heavy vehicle tax equivalent to the excise on
motor spirit, with rebates of differing amounts on the standard charge depending on
the type of fuel used. Heavy Traffic Fees were annual licences levied against the
ownership of vehicles with a gross laden weight in excess of approximately 2 tonnes.
The fee was a charge based on the nominated gross laden weight of the vehicle. As
such, it was unrelated to the load carried or distance travelled by the vehicle. In March
1978, a new comprehensive road user charge was introduced, to be phased in over
three years and to replace the two previous charges. It applies to all vehicles with atare
weight of over 3.5 tonnes, and is calculated according to each vehicle’s weight and pay-
load capacity, the distance it travels and the number of axles and their configuration. In
April 1979, the Secretary for Transport estimated that the annual road user charge to be
paid by a typical rural transport vehicle in 1979 was $NZ2729 and that this would
represent approximately 7.9 per cent of the vehicle operating costs excluding personal
and company taxation {(Gresham 1979, pp1-5).

The level of the charges is based on proposed expenditure by the National Roads
Board and the amount of this expenditure estimated to be attributable to each class of

1. The higher retail price in New Zealand would be partly due to higher import duties in New Zealand than
Australia.

22



Chapter 5

vehicle. Proceeds from the charges are hypothecated to roads expenditure, and form
the second largest component in the National Roads Fund, accounting for 27 per cent
of NRF receipts (Appendix V).

In the USA, heavy vehicle taxes are levied by both the Federal and State Governments.
The Federal tax takes a similar form to that in Great Britain. The charge applies to all
vehicles weighing in excess of 11.8 tonnes when fully loaded, and all vehicles to which
the charge applies pay the same amount per unit weight regardless of the vehicle’s total
weight. The charge is therefore unrelated to distance travelled. In 1980, the owner of a
rigid truck with a gross maximum laden weight of 22 tonnes paid an annual charge of
$US148 ($A128), significantly less than the heavy vehicle charge on a comparable
vehicle in Great Britain. Proceeds are paid into the Highway Trust Fund and form the
fourth largest component of that Fund. State taxes take one of three forms: taxes on
gross receipts of for hire carriers (at rates of 0.5 to 3 per cent), mileage taxes, or fuel tax
surcharges.

In Australia, road maintenance charges were levied by each State government (except
that of Tasmania) prior to 30 June 1979. Under this system, the owner of a truck with a
tare weight of 7 tonnes and a payload capacity of 14 tonnes that travelled an annual
distance of 51000 km (32000 miles) (ABS, 1976) would have been required to pay
approximately $A1120 per annum in road maintenance charges. As noted earlier, three
States have replaced the road maintenance tax with a Petroleum Business Franchise
fee. Tasmania proposes to introduce such a scheme in December 1981. While this new
tax is intended to provide approximately the same revenue as the road maintenance
tax, the distribution of the burden is significantly different, as the Franchise fee relates
to fuel sold for all vehicles, not just trucks. Four States (Queensland, Tasmania, Victoria
and Western Australia) currently levy commercial vehicle fees originally related to
regulating road transport competition with government railways. However, revenues
from such fees account for only about 5 per cent of total State Government revenues
from motor taxation in those States.

VEHICLE REGISTRATION AND DRIVERS’ LICENCE FEES

These fees are levied by the central government in Great Britain, local governments in
New Zealand, and by the State governments in the four federations'. In Australia, most
of the revenue obtained from registration fees is hypothecated to roads. In Canada,
Great Britain and New Zealand, revenue from this source is not hypothecated. It was
not possible to determine the exact extent of hypothecation of these revenues in the
USA or FRG; the situation appears to vary considerably between States?. In general,
revenue from these fees is less important than that contributed by the previously
mentioned charges. This is especially true of commercial vehicles used for interstate
transport in Australia, which pay only nominal registration fees.

COMPARISON OF REVENUE FROM ROAD USER CHARGES

It has not been possible to make a comprehensive comparison of the total taxes paid by
motorists in each country. However, Table 5.4 presents a comparison of revenues from
selected road user charges. Sales tax and VAT have been excluded for Australia and
Canada, because revenue figures are not presented in a disaggregated form which
allows determination of the revenue derived from motor vehicles. Road user charges
levied by local authorities have also been excluded because of the unavailability of the
data for a number of countries. However, such charges are relatively insignificant,
although local governments in the USA levy annual property taxes on motor vehicles
(and other property) of around 4 per cent.

1. In the three federations of Australia, the USA and Canada. where the central governments administer federal
territories, vehicle registration and drivers’ licence fees are also levied by the central governments

2. Forexample, inthe FRG one State hands over ali registration receipts to local authorities for expenditure on
roads while another places all revenues into its general funds.

23



BTE Occasional Paper 49

TABLE 5.4—REVENUE FROM SELECTED ROAD USER CHARGES, 1972-73TO 1977-

78
($A million)
1972-73 1973-74 1974-75 1975-76 1976-77 1977-78
AUSTRALIA
Federal taxes?
Customs and ’
excise - fuels 506.5 670.9 722.5 742.0 801.9 818.2
State taxes
Registration fees 225.6 2429 287.8 338.6 402.2 468.7
Licence fees 28.0 29.9 43.8 55.3 60.8 61.4
Road maintenance ‘
tax 17.6 17.2 15.2 15.6 15.9 14.5
Road transport taxes 40.1 43.3 44.4 44 .4 44.7 445
TOTAL 789;2 . 9688 10705 11654 12839 14116
CANADA
Federal taxes ,
Excise - fuels 638.9 706.0 783.4 883.9 911.0 na
State taxes ‘
Motor fuel taxes 8920 10021 10786 12495 1327.7 na
Registration,
licence fees
& other 340.1 371.3 490.5 477.6 554.0 na
TOTAL 1 870.9 20794 22716 26193 27927 na
FRG
Federal taxes
Fuel taxes 43815 43163 53144 58875 7453.0 8901.0
State taxes o
Motor vehicle
tax 13177 13873 1646.0 18292 23034 27326
TOTAL 5699.2 57036 69604 77167 9 756.4 11 633.6
GREAT BRITAIN
Customs - fuels 24468 23678 24104 21074 30917 36969
Car tax (sales) 533.7 192.2 206.2 239.4 354.2 478.8
Registration and : : :
licence fees 846.2 824.0 868.8 8518 1283.0 1726.2
VAT - fuel — —  219.7 - 5874 511.6 847.2
VAT - vehicles — 2443 262.0 257.0 369.9 502.3
4043.0 56104 72514

TOTAL

3846.7 36283 3967.1
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TABLE 5.4—REVENUE FROM SELECTED ROAD USER CHARGES, 1972-73TO 1977-
78—continued

($A million)
1972-73  1973-74  1974-75 1975-76 1976-77  1977-78

NEW ZEALAND

Motor fuel tax 88.7 97.6 92.0 139.7 174.9 203.3
Customs - fuel na na na na na na
Customs - vehicles

& parts 27.3 35.7 43.0 33.9 49.6 57.8
Sales tax - vehicles 98.5 105.6 121.7 112.6 133.4 137.9
Transport Act fees 19.2 21.1 18.8 19.5 18.1 38.6
Heavy traffic fees 10.8 1.7 11.5 10.6 12.0 9.5
Mileage tax 5.5 57 6.3 6.0 8.2 10.5
Road user charges - — — — — 43.8
Licence fees .8 .9 9 8 9 9
TOTAL 250.9 278.3 294.2 323.1 3971 502.3

USA

Federal taxes
Motor fuel and
vehicle taxes na 42545 43540 50651 62220 61232
State taxes
Motor fuel and

vehicle taxes na 78182 8652.3 9956.7 11468.9 118243
Tolls na 67.3 80.4 91.3 106.0 108.1
TOTAL na 12 140.0 11 286.7 15 113.1 17 796.9 18 055.6

NOTES: See discussion in Appendixes for more details. Other sources of 'non road user' revenue is also applied
to road expenditure in some countries. and not all road user revenue is applied to road expenditure.

a. Sales taxation revenue figures for Australia are not availabie for individual items.

na not available.

Sources: Australian Bureau of Statistics (1979b), Commonwealth Government (1973a-1979a), Statistics
Canada (1974a-1976a}, Statistics Canada (1978b), Statistisches Bundesamt, (1973-1979), British Road
Federation (1973-1979), New Zealand Motor Trade Federation (1979). US Federal Highway
Administration {1973-1979).

The data contained in Table 5.5 suggests that, on a per vehicle basis, the selected road
user charges in aggregate are lowest in the USA, followed by Australia and then New
Zealand. In 1977-78, road user charges per vehicle in Great Britain and FRG were,
respectively, 88 per cent and 123 per cent higher than in Australia.

TABLE 5.5—REVENUE PER REGISTERED MOTOR VEHICLE FROM SELECTED
ROAD USER CHARGES, 1972-73 TO 1977-78

(SA)

1972-73 1973-74 1974-75 1975-76 1976-77 1977-78
Australia® 149 174 181 188 197 212
Canada 220 192 201 222 230 na
FRG 284 279 331 349 418 473
Great Britain 221 206 222 222 308 398
New Zealand? 162 158 158 166 196 271
USA na 90 82 105 120 117

a. Does not include production {evy on crude oif and LPG—see text for details.
b. Does not include local taxation on petrol and diesel.
na not available.

Sources: BTE estimates based on details in Appendixes.
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These comparisons should be treated carefully because of the exclusion of sales tax on
vehicles in Australia and Canada and the inability to obtain figures on customs duties
on fuels in New Zealand However, they indicate that Australian road user charges are
reasonably similar in impact to those in New Zealand, above those in the USA and
below those in other countries.

HYPOTHECATION

While there is no reason, at least in terms of economic efficiency, why all (or a specific
proportion of) revenues collected from road users should be spent on roads?, there is
nevertheless considerable interest in this question. Accordingly, this section provides
details on the extent to which governments in the countries studied hypothecate or
‘earmark’ revenues collected from road users for roads (or more general transport)
expenditure. The related question of how total road expenditures and total revenues
from road user charges compare, even where there is no hypothecation, isaddressed in
the following section.

Before discussing each country separately, the following general observations can be

made:

e there is no hypothecation of any road user charges in Canada and Great Britain; -

¢ national governments in FRG, New Zealand and USA practice hypothecation to
varying degrees;

e State governments in Australia, FRG and USA hypothecate at least some road user
charges; and

® no evidence could be found of local governments hypothecating user charges.

Australia

All Federal Government revenue from road users is regarded as general revenue.
However, between 1926 and 1959 there was partial hypothecation of fuel tax receipts.
(Initially, about one-third of such receipts were earmarked for roads, rising to about
two-thirds in 1959.)

At the State level, most of the revenue raised from State road user charges is
hypothecated to roads. Such revenues are equivalent to.about three-quarters of
Federal fuel tax revenue.

Canada

Canadian tax laws generally do not permit the hypothecation of any revenue raised by
any level of government.

Federal Republic of Germany

The fuel tax is the only major road user charge at the Federal level. Approximately 45
per cent of the revenue obtained from this tax is supposedly hypothecated for
expenditure on Federal roads, and such expenditure is financed entirely from that
revenue. However, since 1973, use of this ‘earmarked’ revenue has been broadened to
include any matters of direct concern to the Federal Ministry of Transport. A further 14
per cent of the tax proceeds is hypothecated to local transport projects while the
remaining 41 per cent of revenue is allotted to general revenues.

At the State level, it is not possible to generalise about hypothecation of road user
revenues as the situation varies greatly between States, from no hypothecation to
complete hypothecation. Total State revenues from road user charges are equivalent to
less than a third of the Federal Government’s revenue from fuel tax, and of course an
even lower proportion of total Federal Government road user revenues (ie including
VAT). ‘

1. For a discussion of these issues, see CBR (1973, pp145-146).
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Great Britain

As with Canada, there is no hypothecation of road user revenues at any level of
government in Great Britain'.

New Zealand

In New Zealand, the National Government levies several road user charges. Some of
these are either wholly or partially hypothecated to roads while the revenue from others
is paid into the Consolidated Revenue Account. Revenues hypothecated to roads
include 50 per cent of the net revenue from the motor spirit tax and alfl revenue from the
heavy vehicle charges. The revenues paid into the Consolidated Revenue Account
include all revenues from customs duty on vehicles and parts, sales tax on motor
vehicles, the remaining 50 per cent of net receipts from the motor spirit tax, and all
receipts from fees and charges levied under the Transport Act (mainly motor vehicle
registration fees and drivers’ licences). In 1977-78, approximately 25 per cent of total
road user revenue of $NZ505.8 million was hypothecated to roads (Gresham 1979, p1).
If the revenue from customs and excise on motor vehicles and parts is excluded from
this calculation, the amount hypothecated to roads rises to approximately 44 per cent.

USA

The hypothecation of road user revenues by the Federal Government commenced in
1956 with the introduction of the Highway Trust Fund (HTF). Prior to 19586, revenue
obtained from fuel excise had been used only as a benchmark for Federal expenditure
on roads. Legislation passed in 1956 formally hypothecated all net revenue from this
and other road-related sources to road expenditure. Since 1956, further taxes have
been hypothecated to the HTF. Sources of net revenues to the HTF are shown in Table
5.62 The tax on motor fuel accounts for the bulk of HTF net revenues.

TABLE 5.6—NET REVENUES TO THE USA FEDERAL HIGHWAY TRUST FUND,
1977-78

Tax US$ million Per cent
Excise tax
Motor fuel 4722 68
Lubricating oil 80 1
Sales tax
Tyres, inner tubes, etc 818 12
Trucks, buses, trailers 851 12
Parts and accessories 188 3
Federal heavy vehicle tax 246 4
TOTAL 6 905 100

Source: Federal Highway Administration (1978, p58).

The expenditures which can be made from the HTF have been gradually broadened to
include road maintenance and assistance for public transport. In 1978-79 an estimated
US$675 million was transferred from interstate to mass transit programs
(Congressional Quarterly 1978 p537).

ROAD USER REVENUES RELATIVE TO ROADS EXPENDITURE

Table 5.7 provides a comparison of road expenditures and revenues in the countries
studied. The revenue figures relate only to fuel taxes, heavy vehicle charges and fees
for vehicle registration and drivers’ licences. Roads expenditure in the USA exceeds
revenue from these sources by a considerable margin. Roads expenditure in Australia
and Canada exceeds revenue by approximately 30 per cent, while expenditurein FRG
and, since 1975- 76, New Zealand is 20 to 30 per cent less than revenue from those
sources.

1. Revenue obtained from motor vehicle registration fees was hypcthecated *o roads prior to 1937.
2. See Appendix VI for further details.
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TABLE 5.7—COMPARISON OF ROAD EXPENDITURES AND REVENUES?, 1973-74
to 1977-78

($A miliion)
1973-74 1974-75 1975-76 1976-77 1977-78

Australia ’

Expenditure 984 1363 1619 1775 1963

Revenue 1008 1122 1256 1400 1530

Exp/Rev 0.98 1.21 1.29 1.27 1.28
Canada

Expenditure 2222 2 858 3 547 3775 na

Revenue 2 079 2272 2619 2793 na

Exp/Rev 1.07 1.26 1.35 1.36 na
FRG

Expenditure 4 760 5 464 5 588 na na

Revenue 5704 6 960 7717 9756 11 634

Exp/Rev 0.83 0.78 0.72 na na
Great Britain

Expenditure 1805 2 082 2 243 2 476 2534

Revenue 3628 - 3967 4 043 5610 7 251

Exp/Rev 50 52 .55 .44 .35
New Zealand

Expenditure 137 147 146 160 193

Revenueb 251 278 294 323 397

Exp/Rev .55 53 .50 .50 .49
USA

Expenditure 17 801 20 368 23 937 26 696 28 414

Revenue 12 140 11 287 15 113 A7 797 18 056

Exp/Rev 1.41 1.80 1.58 1.50 1.57

a. Revenues include only fuel excise taxes, heavy vehicle charges, vehicle registration fees and drivers’ licence
fees.

b. Does not include local government revenue from fuel taxation, or customs duties on fuel.

na not available

Source: Tables 4.1 and 5.4
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APPENDIX | — AUSTRALIA

INTRODUCTION

In 1977 the total iength of public roads in Australia was 842000 km while annual
expenditure on roads by all levels of government in 1977-78 was $1963 million. Using
this road network was a total motor vehicle population of 6.9 million vehicles.
Information on the State and Territory composition of these numbers is given in Table
1.1.

TABLE 1.1 — AUSTRALIA: ROAD LENGTH, ROAD EXPENDITURE AND MOTOR
VEHICLES BY STATE AND TERRITORY

State/ Tota! road Public road Motor vehicles
Territory length expenditure on register in

30 June 1977 1977-78 June 1977

'km) ($A million)
New South Wales 188 9852 734.2 2 252 400
Victoria 159 685 463.7 1 853 815
Queensland 185 548 310.2 1129 600
South Australia 100 529 136.3 669 000
Western Australia 163 313 175.6 661 800
Tasmania 21835 737 209 400
Northern Territory 20 151 28.3 38 100
Australian Capital 2082 40.6 98 700
Territory

Australia 842 128 1 962.6 6 911 800

a. As at 30 June 197€. Does not include 20 286 kilometres of untrafficable road.
Sources: Australian Bureau of Statistics (1977 and 1978;. Bureau of Transport Economics {1879).

LEVELS OF GOVERNMENT AND THEIR CONSTITUTIONAL ROADS
RESPONSIBILITIES

There are three levels of government in Australia; Federal, State and local. Each has
specific roads responsibilities.

The functions and responsibilities of the Federal Government are set out in the
Australian Constitution. Those powers not specifically allotted to the Federal
Government remain the responsibility of the six State governments.

Under the Constitution the Federal Government is only given roads responsibilities in
the Territories. It has no specific powers with regard to roads in the States. In the case
of the Northern Territory, the responsibility for roads was transferred from the Federal
Government to the Northern Territory Legislative Assembly when the Northern
Territory became self-governing in 1378. Consequently, since that time the Federal
Government has only had constitutional responsibiiity for roads in the Australian
Capital Territory.

Each State government has control over the public road network within its borders. In
practice, they have divested much of this responsibility to local authorities established

under State legislation.
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Table 1.2 presents details of State/local government roads responsibilities. In the
Northern Territory the Legislative Assembly and the local authorities share the
responsibility for roads. In the Australian Capital Territory they are solely a Federal
Government responsibility.

TABLE 1.2—AUSTRALIA: CONTROL OF THE ROAD SYSTEM IN THE STATES BY
LEVEL OF GOVERNMENT AS AT 30 JUNE 1977

State Total roads State controlled  Local authority controlled

(kms) (kms) (per cent) (kms) (per cent)
New South Wales 188 985 42771 22.6 146 214 77.4
Victoria 159 685 23 657 14.8 136 028 85.2
Queensland 185548 40 121 21.6 145 427 78.4
South Australia 10056529 13554 13.5 86 975 86.5
West Australia 163 313 24 091 14.8 139 222 85.2
Tasmania 21 835 3 645 16.7 18 190 83.3
All States 819895 147 839 18.0 672 056 82.0

Source: Australian Bureau of Statistics (1980).

Table 1.3 gives annual roads expenditure details by each level of government from own-
sourced funds for the period 1974-75 to 1978-79, both in current prices and as
percentage figures. Annual average growth rates for each level of government over the
period are also given.

TABLE 1.3—AUSTRALIA: ANNUAL ROAD EXPENDITURES BY SOURCE OF FUNDS,
1974-75 TO 1978-79

Year Ending Commonwealth State Local All levels

30 June ($A (per cent) ($A  (per cent) ($A  (per cent) (8A  (per cent)
- millian) million) million) million)

1975 . 439.1 (32.2) 356.1 (26.1) 567.7 (41.7) 13629 (100.0)

1976 486.5 (30.1)  446.1 (27.6) 685.6 (42.3) 1618.8 (100.0)

1977 521.1 (29.4) 5333 (30.0) 7204 (40.6) 1774.8 (100.0)

1978 558.2 (28.5) 619.0 (31.5) 785.4 (40.0) 1962.6 (100.0)

1979 584.0 (27.3) 696.4 (32.6) 859.0 (40.1) 2139.4 (100.0)

TOTAL 25889 (29.2) 26515 (29.9) 3618.1 (40.9) 8 858.5 (100.0)

Average

annual

rate of

growth 7.4 ‘ 18.3 - 10.9 11.9

(per cent) -

Source: Bureau of Transport Economics (1979, pp318-321).

THE COMMONWEALTH GOVERNMENT‘ROLE

Despite its limited constitutional responsibility for roads the Commonwealth
Government has been able to influence the level and direction of road expenditure in
the States through the use of Section 96 of the Constitution, which allows it to provide
grants to the States and attach terms and conditions as it sees fit. By this means the
Commonwealth has been able to exert a strong influence in an area in whichitshas no
direct constitutional power.

Commonweaith departments involved with roads

Three Commonwealth departments, the Department of Transport Australia (DOTA),
the Department of the Capital Territory (DCT) and the Department of Housing and
Construction {DHC) have functions relating to the provision of roads.
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DOTA is responsible for administering the Federal Government'’s financial assistance
to the States for roads, and supervising State compliance with the terms and conditions
of the legislation.

DCT and the National Capital Development Commission (NCDC) are responsible for
the road system in the ACT. The initial design and construction of new roads is the
responsibility of the NCDC while maintenance is carried out by DHC acting as an agent
for the DCT.

Commonwealth roads legislation

The first Commonwealth legislation relating to roads was enacted in 1922. Since then
there has been a succession of Acts covering different time periods and applying
different conditions’. The current legislation is the Roads Grants Act 1981, which
provides funds to the States and the Northern Territory for 1981-82 for three road
categories, national roads, arterial roads, and local roads. The Government has
announced the total level of grants it intends to provide for roads for the following three
years, to 1984-85.

Criteria for allocating road funds

The criteria for allocating Commonwealth road grants between the States and between
road categories has varied over the years, but takes account of several considerations,
including an assessment of the relative importance of national interest in each
category; the interstate comparability of road systems; the availability of funds from
State and local sources and the results of CBR and BTE assessments of road needs.
Grants made under the 1922 legislation were distributed between the States on a per
capita basis. From 1923 to 1958 grants were distributed as follows: 5 per cent to
Tasmania, and of the remainder three-fifths in proportion to area and two-fifths in
proportion to population. From 1959 until 1968 grants were distributed on the basis of 5
per cent of total funds to Tasmania and of the remaining 95 per cent one-third in
proportion to area, one-third in proportion to population and one-third in proportion to
the number of vehicles on register in each State. in the 1969 legislation equal weighting
was given to this method and the allocation recommended by the CBR based on its
economic assessment of State roads needs (Burke 1977, pp11-12).

In subsequent legislation the distribution among States has been partly guided by the
results of investigations by the former CBR and more recently by those of the BTE,
based on economic analyses of expenditure requirements. However, with the
exception of Western Australia (whose share has declined) distribution between States
has not varied much since the 1969 legislation.

Commonwealth revenues from road users

Most Commonwealth Government revenue from road users accrues from the following
sources:

e customs duty on the importation of vehicles, parts, and refined petroleum
products;

excise duty on the sale of refined petroleum products within Australia;

excise on the production of crude oil and LPG within Australia;

sales tax on new vehicles and parts; and

charges on the ownership and operation of vehicies and the licensing of drivers
within the ACT.

There is no hypothecation of revenues at the Commonwealth Government level, the
revenues received from these taxes being paid into Consolidated Revenue.

1. The history of tfls legislation is described in detail in Burke {(1977) and BTE (1981).
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Customs duties

Customs duties are levied by the Commonwealth Government on the importation into
Australia of vehicles, parts and refined petroleum products -including motor spiritand
automotive distillate. LPG, however, is not subject to import duties. The ievel of
customs duties on the importaton of completely-built-up (CBU) passenger vehicles
into Australia is 57.5 per cent of the manufacturer’s price. This 57.5 per cent is made up
of a substantive duty of 45 per cent and a 12.5 per cent tariff duty surcharge which is
applied to goods which are imported for final consumption and limited by quota. The
level applying to CBU heavy commercial vehicles is 22.5 per cent. Four-wheel-drive
vehicles attract a rate of 25 per cent.

In the case of parts and completely-knocked-down (CKD}) vehicle packs the rateis 35
per cent for passenger vehicles not assembled by the five recognised motor vehicle
producers (Nissan, Toyota, Mitsubishi, Ford and GMH) and duty free for heavy
commergcial vehicles. In the case of the five vehicle producers the CKD vehicle packs
are duty-free under an 85 per cent local content plan agreement.

Motor cycles attract an import duty of 2 per cent - there being no local manufacturers.

Between 1974-75 and 1978-79 estimated receipts from import duties on motor vehicles
and parts has fluctuated between $A153.1 million and $A317.5 million annually.
Receipts from duties on CBU vehicles has fluctuated between $A147.1 million and
$A283.3 million annually while duties on CKD vehicles and parts has fluctuated
between $A5.9 million and $A34.2 million annually. Receipts from duties on motor
cycles has fluctuated between $A8 144 and $A731 616 per annum.

As at November 1979, the level of customs duty on both motor spirit and automotive
distillate stood at 5.2 cents per litre (although the duty on automotive distillate is
reclaimable if it is not used as aroad fuel). In 1977-78 estimated revenue from customs
duties on petroleum products was approximately $A5.2 million (Australian Institute of
Petroleum, 1979, p13).

This was down from $A12.8 million in the previous year. Of the $A5.2 million, $A2.1
million came from customs duty on motor spirit and $A0.1 million from automotive
distillate. The drop in revenue received: from customs duty on motor spirit and
automotive distillate between 1976-77 and 1977-78 can be accounted for entirely by a
drop in the volume imported of both items. In 1977-78, 41.4 megalitres of motor spirit
and 2.5 megalitres of automotive distillate were imported as opposed to 167.5
megalitres and 10.1 megalitres respectively in 1876-77 (Australian Institute of
Petroleum 1978, p13 and 1979 p13).

Excise duties on refined petroleum products

In addition to the customs duties levied on petroleum products, the Commonweaith
Government also levies excise duties on the production of refined petroleum products
within Australia. Included in these excise duties are those on motor spirit, automotive
distillate and LPG.

Since August 1977 (when it was increased from 4.9 cents per litre) the excise duty on
both motor spirit and automotive distillate has stood at 5.2 cents per litre. Since June
1979 when a 2.1 cents per litre excise was removed, there has been no excise on the sale
of LPG. Between 1975-76 and 1979-80 annual receipts by the Commonwealth
Government from excise duties on all petroleum products increased from $A745
million to $A914 million per annum (Commonwealth of Australia, Budget Speech,
1977, 1978, 1979, 1980). Of these receipts, approximately 85 per cent comes from the
sale of motor spirit and 10 per cent from the sale of automotive distillate (Australian
Institute of Petroleum, 1879). The remaining 5 per cent of revenue comes from aviation
fuels. '
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Excise duty on the domestic production of crude oil and LPG

Since the mid 1970s, the Commonwealth Government has been moving toward import
parity pricing of domestic crude oil ‘to encourage exploration and ensure full economic
recovery of known (oil and gas) deposits, by pricing all Australian-produced crude to
refineries at import parity prices’ (Commonwealth of Australia 1978a, p17). This move
to import parity pricing has two componenis. Firstly, it includes a component of
increased returns to the producer to encourage production and exploration and,
secondly, it includes an excise duty levy. The reasons given by the Commonweaith
Treasurer for introducing this levy were that while a realistic energy pricing policy was
necessary, the Government felt that the world price for oil had been set by ‘a cartel of
foreign oil producers’ and that to move to import parity-pricing of domestic crude
without a Government levy would lead to domestic producers obtaining excessive
profits.

Since the partial introduction of the crude oil and LPG excise in 1976-77 and its full
implementation in August 1978, Commonwealth receipts from this source have been
substantial. Receipts from this source, as shown in the Treasurer’'s Annual Budget
Speeches are as follows:

$A million
1976-77 — 340
1977-78 — 468
1978-79 — 1227
1973-80 — 2270

Of course, crude oil and LPG is used for purposes other than road transport, so the
incidence of this levy is not confined to road users.

As with all other Commonwealth receipts, the proceeds are paid into Consolidated
Revenue.

Saies tax on vehicles and paris

The Commonwealth Government levies sales tax on a wide range of goods sold in
Australia. There are three rate classes, 2.5 per cent, 15 percentand 27.5 per cent. Sales
tax on motor vehicles in Australiais 15 per cent while that on most parts is 27.5 per cent.
Details of Commonwealth receipts from sales tax are notavailable in a disaggregated
form and therefore it is not possible to accurately estimate the receipts from sales tax
on motor vehicles and parts.

Charges on the ownership and operation of motor vehicles

in the ACT the Commonwealth Government is responsible for those functions relating
to the ownership and use of motor vehicles and the licensing of drivers that are State
government responsibilities in the States and the Northern Territory.

These charges were also collected by the Commonwealth Government in the Northern
Territory prior to its gaining self-government in 1978. Between 1975-76 and 1978-79
Commonwealth receipts from motor vehicle registrations and drivers' licences
collected in the ACT rose from SA4.1 million to $A7.8 miliion per annum (ABS 1979b,
p9). Over the period 1975-76 to 1977-78 Commonwealth receipts from these sourcesin
the Northern Territory were approximately SA1 million per annum (ABS 1979b, p13).

Commonwealth road expenditures

The Commonwealth Government makes both direct and indirect expenditures on
roads. Direct expenditures are made only on roads in the ACT and on roads on or
leading to Commonwealth property. Indirect expenditures are made on roads in the
States via Section 96 grants and the Northern Territory via Section 122 grants which
accounted for approximately 95 per cent of Commonwealth Government roads
expenditure in 1978-79 (BTE 1979. pp317-18).
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Total Commonwealth Government expenditure on roads from 1974-75 to 1978-79 is
presented in Table 1.4, by type of expenditure, while Commonwealth Government
grants to the States and the Northern Territory for road purposes overthe period 1977-
78 to 1980-81 are presented in Tabie |.5. Table 1.5 also shows the annual amount each
State government was required to spend from its own sources (quota) to be eligible to
receive this grant.

TABLE I.4—AUSTRALIA: FEDERAL GOVERNMENT ROAD EXPENDITURE, 1974-75
TO 1978-79, BY CATEGORY

($A million)

Average
annual
growth

Category 1974-75 1975-76 1976-77 1977-78 1978-79 Total for rate
period (per cent)
Construction
National highways 93.2 120.4 137.9 158.0 177.6 687.1 17.49
National commerce
roads 1.5 11.2 18.9 16.3 16.8 64.7 82.94
Total 94.7 131.6 156.8 1743 194.4 751.8 16.16
Rural roads
Arterial 50.0 48.7 58.1 71.3 76.4 304.4 11.33
Local 55.5 51.0 56.9 72.0 72.9 308.3 7.06
Total 105.5 99.7 115.0 143.3 149.7 613.2 9.14
Urban roads ‘
Arterial 156.2 143.3 127.2 106.1 106.6 6394 -10.02
Local 17.8 27.6 40.1 45.9 33.6 165.0 17.21
Total 174.0 170.9 167.3 152.0 140.2 804.4 -5.55
Miters ‘ 4.8 13.8 12.2 13.5 14.6 58.9 32.06
Total construction 379.0 416.0 451.3 -483A1 498.9 22283 7.1
Maintenance 55.3 65.0 64.0 70.4 77.3 332.0 8.73
Planning and
research 4.8 5.5 58 4.7 7.8 28.6 12.91
TOTAL 4391 486.5 521.1 558.2 584.0 2588.4 7.39

- NOTE: Figures may not add due to rounding.
Source: Bureau of Transport Economics (1979, p318).

TABLE I.5—AUSTRALIA; FEDERAL SPECIFIC PURPOSE ROAD GRANTS TO
THE STATES AND THE NORTHERN TERRITORY, 1977-78 TO 1980-81
($A million)
1977-78 1978-79 1979-80 1980-81
Grant  Quota Grant  Quota Grant Quota Grant Quota

New South Wales 155.6 1477 1645 1580 1768 1698 1965 186.8
Victoria 989 1236 1058 1322 1137 1421 1264 1564
Queensland 100.0 58.2 106.9 62.2 1149 66.9 127.8 75.8
South Australia 40.4 37.2 43.2 39.8 46.4 42.8 51.6 48.2
Western Australia 61.3 39.8 64.4 42.6 69.2 45.7 76.9 51.2

Tasmania 21.7 123 23.2 132 249 14.1 27.7 159
Northern Territory — — — — 19.0 — 21.1 3.2
TOTAL 4779 418.8 508.0 4479 5650 4814 628.0 5375

NOTE: Figures may not add due to rounding.
Source: Commonwealth Government (1977a-1980aj).
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STATE GOVERNMENT ROLE

Each State is responsible for the construction, maintenance and operation of the road
system within its borders. Each State has its own road authority which undertakes the
construction, reconstruction and maintenance of a proportion of the total State
network known as the ‘declared’ road network—the ‘declared’ network comprises State
highways and developmental/tourist roads, main and trunk roads and some local
roads. State road authorities also co-ordinate the State-wide road construction
program, and receive all Commonwealth Government road grants, distributing a
proportion of these funds to local authorities for local roads.

State government revenues from road users

Each State government levies a number of charges on road users. The most important
of these are motor vehicle registration fees, drivers’ licence fees, road maintenance
charges and petroleum franchise licence fees. Revenues obtained from these sources
for the six States from 1971-72 to 1978-79 are presented in Table 1.6*. From these
revenues collection costs are deducted and the residual is either wholly or partly
hypothecated to road purposes according to the requirements of the respective State
legislation.

TABLE 1.6—AUSTRALIA: STATE GROSS REVENUE FROM ROAD USERS, 1971-72
TO 1978-79

($A million)

Year Registration Road Total

fees and | Drivers’ Maintenance

taxes licences charges
1971-72 190.1 251 38.8 254.0
1972-73 2237 27.8 40.1 291.6
1973-74 240.3 29.2 43.3 3128
1974-75 2842 431 44.4 3717
1975-76 334.2 543 44 .4 433.0
1976-77 397.1 59.9 447 501.7
1977-78 461.4 60.4 445 566.3
1978-792 4995 74.4 453 619.2

NOTE: Figures may not add due to rounding.
a. Includes the Northern Territory.
Source: Australian Bureau of Statistics (1979b. p10}.

Motor vehicle registration fees

Motor vehicle registration fees are levied in each State with the charge beingrelated to
the number of power-weight units of the vehicle. In Tasmania, registration fees are
broken into motor taxation and vehicle registration fees.

Drivers’ licences

Drivers’ licences are required in each State and are issued with regard to the type of
vehicle which is to be driven. The charge for adriver's licence is an annual oneand may
vary between type of licence.

Road maintenance charges

Prior to mid-1979 each State except Tasmania also levied road maintenance charges
on heavy vehicles (exceeding 4 tons) in recognition of the extra damage they cause to
the road system. The rate of payment in all States was 5/18 of a cent per ton per mile,
calculated on the tare weight of the vehicle, plus 40 per cent of its licensed carrying
capacity. The charges were difficult and expensive o administer, and were repealed in
1979 after complaints from the road haulage industry. In lieu of road maintenance

1. As petroleum franchise licence fees did not commence until 1 July 1979 they do not appear in Table 1.6.
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charges Tasmania levied considerably higher annual registration fees on vehicles
weighing in excess of two tonnes. Petroleum franchise licence fees were introduced in
three States in mid-1979 to replace the revenue lost through the cessation of road
maintenance charges. The fees are charged on wholesalers and retailers of petroleum
products. Wholesalers pay a fixed fee plus a variable fee according to the volume sold.
Retailers pay a fixed annual fee.

Transport regulation charges

Some States also levy a variety of transport regulation charges including special
permits or licences for particular journeys or to carry particular goods or passengers.

Apart from the above, the only other major State charge or tax levied on the ownership
or operation of motor vehicles is stamp duty on vehicle registration which in 1978-79
raised $A141 million, paid into general revenue.

Each State also receives specific purpose road grants (mentioned earlier) and general
purpose funds from the Commonwealth Government. They may aiso make grants or
loans from their general revenue funds to local government and may receive special
loans or grants from the Commonwealth Government for such items as drought relief,
unemployment relief and flood damage which may be spent on roadworks.

State government road expenditures

Siate governments make both direct and indirect road expenditures. Direct road
expenditures are made largely via the State road authority in each State although some
other State government departments and authorities may also make road expenditures
in the course of carrying out their major responsibilities. State road authorities are
largely responsible for the classified or declared road network in each.State. Indirect
expenditures are made via grants and loans to local authorities to assist them with their
road responsibilities on the unclassified network. Total State (and Northern Territory)
government road expenditure, both direct and indirect, between 1974-75 and 1978-79
is presented in Table |.7. From the Table it may be noted that, when administration
charges are apportioned, construction accounts for approximately 60 per cent of
annual expenditures and maintenance 38 per cent over the period.
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TABLE |.7—AUSTRALIA: STATE AND TERRITORY GOVERNMENT ROAD
EXPENDITURE, 1974-75 TO 1978-79, BY CATEGORY?
(SA million)

Average
annual
growth

Category 1974-75 1975-76 1976-77 1977-78 1978-79 Total for rate (per
period cent)
Construction
National highways 5.8 12.1 14.5 95 10.5 52.4 16.00
National commerce
roads 7.4 2.4 9 1.2 1.6 135 -46.65
Total 13.2 14.5 15.4 10.7 12.1 65.9 -0.28
Rural roads
Arterial 81.0 111.9 123.7 142.4 163.6 622.6 19.21
Local 29.0 45.5 63.9 52.4 58.6 249.4 19.23
Total 110.0 157.4 187.6 194.8 222.2 872.0 19.22
Urban roads
Arterial 69.2 60.8 81.6 144.0 161.6 517.2 23.62
Local 19.0 22.4 30.6 23.1 25.0 120.1 7.10
Total 88.2 83.2 112.2 1671 186.5 637.3 20.60
Miters 1.5 6.4 5.0 5.4 5.4 24.1 40.23
Total construction 212.9 261.5 320.2 378.0 426.7 1599.3 18.48
Maintenance 138.8 178.1 206.8 233.9 261.7 1020.3 17.18
Planning and
research 4.4 6.1 6.3 7.1 8.0 314 16.12
TOTAL 356.1 448.7 533.3 619.0 696.4 2651.5 18.26

NOTE: Figures may not add due to rounding.
a. Relates to expenditure from own sources only.
Source: Bureau of Transport Economics (1979, p319).

LOCAL GOVERNMENT ROLE

Local government revenues from road users

In Australia, local government authorities have only a very limited degree of direct
access to road user revenues. The main road user charges levied by local authorities
are:

e parking infringement fines;

e charges for parking at council operated car parks; and

e charges for parking at street parking meters.

Details of local government receipts from road users are not available and it is not
possible to determine the origin of the revenue drawn from general funds for roads
expenditure.

Local government road expenditure

Local government road expenditure from their own funds for the period 1974-75 to
1978-79 are presented in Table |.8. Expenditure from their own sources, as shown in the
Table, includes local road user revenues, local-sourced general purpose funds, loan
raisings and general purpose grants from the Commonwealth and State governments.
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From Table 1.8 it can be seen that only a small percentage of local government own-
sourced revenue is spenton the ‘deciared’ road network. Over the period covered inthe
Table, when administration charges are apportioned, construction accounts for
approximately 54 per cent of annual local own-sourced expenditure and maintenance
46 per cent. This compares with a construction/maintenance ratio of 6.6:1 for the
Commonwealth Government and 1.6:1 for the State governments.

TABLE 1.8—AUSTRALIA: ESTIMATED LOCAL GOVERNMENT ROAD
EXPENDITURE, 1974-75 TO 1978-79, BY CATEGORY

($A million)

Average
annual
growth

Category 1974-75 1975-76 1976-77 1977-78 1978-79 Total for rate (per
period cent)
Construction
National highways — — — — — — —
National commerce
roads — — — — — — —
Total — — — — — —
Rural roads
Arterial — — — — — — —
Local 124.7 155.3 167.0 176.0 192.1 815.1 11.41
Total 124.7 155.3 167.2 176.0 192.3 815.6 11.41
Urban roads
Arterial 10.6 12.8 14.3 15.8 171 70.6 12.70
Local 172.3 211.5 210.5 239.0 257.8 10871 10.60
Total 182.9 224.3 224.8 250.8 274.9 11571 10.72
Miters — - — — — — —
Total construction 307.6 379.6 392.0 426.9 467.2 19733 11.01
Maintenance 260.1 306.0 328.4 358.5 391.8 1644.8 10.79
Plannihg and
research — — — — — — —
TOTAL 567.7 685.6 720.4 785.4 859.0 3618.1 10.91

a. Relates to expenditure from own sources only.
Source: Bureau of Transport Economics (1979, p320).
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APPENDIX I—CANADA

INTRODUCTION

Covering atotal land area 0of 9976 169 square kilometres, Canada has a total population
of 23.7 million (26 persons per square kilometre). Over 99 per cent of this population
live below 60 degrees N on 49 per cent of the available land. Further, approximately 50
per cent of the population live in the Windsor-Quebec Corridor in the south-east of the
country.

Below latitude 60 degrees N the land is divided into ten Provinces which have their own
legislatures and are largely sovereign States within their own borders. These Provinces
vary greatly in size, the smallest being Prince Edward Island (5700 square kilometres)
and the largest being Quebec (1357 800 squarekilometres). In general the four eastern
seaboard Provinces are the smallest (both by area and population) and least deveioped
of the ten Provinces.

Within the Windsor-Quebec Corridor are four of Canada’s largest cities Montrea),
Ottawa, Toronto and Quebec with a combined population in June 1977 of 6.9 million
(approximately 30 per cent of the Canadian total). As well, three lakes (Huron, Erie and
Ontario) and the St Lawrence River are within the corridor providing important
transport links for the region.

Above 60 degrees N the land area is divided into two sparsely-populated largely
undeveloped Territories. Mineral wealth within this region suggests that it may in future
attract large scale associated industries.

OVERVIEW OF THE ROAD NETWORK AND ROAD EXPENDITURES

By March 1977 Canada had a total public road network of 884 273 kilometres of which
877 791 kilometres (99 per cent) were in the Provinces. The road length and density in
each Province and Territory are given in Table I1.1

TABLE 1.1—CANADA: ROAD LENGTH AND DENSITY BY PROVINCE OR
TERRITORY, 1977

Province or territory Road density

(km) (km/sq km) (km/'000 people}
Newfoundland 13 205 0.03 230
Prince Edward island 5583 0.98 45.5
Nova Scotia 28 490 0.54 33.6
New Brunswick 22 959 0.32 328
Quebec 113 847 0.08 18.1
Ontario 160 653 0.18 18.9
Manitoba 81 397 0.15 79.0
Saskatchewan 206 191 0.36 2154
Alberta 180 147 0.28 89.7
British Columbia 65 320 0.07 254
Yukon Territory 4 239 0.01 196.3
Northwest Territory 2 243 0.00 51.9
TOTAL CANADA 884 273 0.09 37.4

Source: Statistics Canada (1877, pp14-15).

Annual expenditure for Canada as a whole by type of work and fevel of government is
given in Table 11.2. Over the period 1970-71 to 1976-77, the proportion of total
expenditure devoted to construction declined slightly, with acompensating increase in
the maintenance proportion. Provincial/Territorial governments account for
approximately 60 per cent of roads expenditure, and municipal governments for most
of the remainder.
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TABLE 11.2—CANADA: ROAD EXPENDITURES BY TYPE OF WORK AND LEVEL OF GOVERNMENT, 1970-71 TO 1976-77

1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77
Item (Can (per (Can (per (Can (per (Can (per (Can (per (Can (per (Can (per
$m) cent) $m) cent) $m) cent) $m) cent) $m) cent) $m)  cent) $m) cent)
Expenditures by type of
work . :
Construction 12111 576 15015 592 16087 595 18366 589 22767 598 24751 579 24573 552
Maintenance 730.7 348 8145 321 8698 322 10172 326 12468 328 14828 347 16331 367
Administration and
other 159.6 7.6 2191 8.7 2256 8.3 264.2 8.5 280.6 74 317.8 7.4 358.7 8.1
Total 2101.4 100.0 25351 1000 27041 100.0 31181 100.0 38040 100.0 42757 100.0 4449.C 100.0
Expenditures by level ’
of government
Federal 142.3 6.8 156.3 6.2 187.9 6.9 184.4 5.9 238.5 6.3 257.2 6.0 257.1 5.8
Provincial/
territorial 1069.9 509 16317 644 16680 617 19986 641 24149 635 27165 635 26474 595
Local 884.42 421 740.5 292 843.7 312 927.3 297 11477 302 12997 304 15422 347
Other 48 0.2 6.6 0.2 4.6 0.2 7.8 0.3 3.0 0.0 2.3 0.1 23 0.0
Total 21014 100.0 25351 1000 2704.1 1000 31181 100.0 38040 1000 42757 100.0 44490 100.0
Expenditure as a
percentage of GDP 22 2.4 2.2 2.2 2.3 2.2 21

NOTE: Figures may not add due to rounding.

a. Estimate.

Source: Statistics Canada (1970a-1976a).
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Climatic conditions have animportant effect on the road network and expenditure on it.
"The severe winter climatic conditions in Canada present two problems for road
authorities. Firstly, roads must be constructed so as to be able to withstand such
conditions. Secondly, considerable sums must be expended during winter to keep
roads open and usable for general traffic. This represents a considerable cost to the
road authorities. In fact, of the Can$1633 million spent on road maintenance in Canada
in 1976-77 Can$419 million or over 25 per cent was for snow removal, sanding and
cleaning.

RESPONSIBILITY FOR ROADS

There are three levels of government in Canada:
e  Federal Government;

e Provincial governments; and

e local authorities.

The powers of the Federal and Provincial governments with regard to roads are setout
in the British North America Act 1867 and its amendments, which gave sovereign rights
to both leveis of government within their own spheres. Under this Act local government
is deemed to be the responsibility of the Provincial governments and hence the powers
allotted to local authorities within each Province are determined by that Province's
legislature.

The Federal Government is allotted jurisdiction over matters of general or national
concern and the power to make laws for the peace, order and good government of
Canada while the Provincial governments are allotted jurisdiction over matters of a
regional or local nature. With respect to roads, the Federal Government is given
jurisdiction over international highways, roads in the Territories and roads on Federal
land such as airport, defence establishments and national parks. All other roads remain
the sovereign responsibility of the Provincial government within whose borders they
lie.

However, due to its superior financial capacity the Federal Government has been able
to affect to some extent the roads policies of the provincial governments by offering
specific purpose grants.

Table 11.3 shows ownership of the road system throughout Canadain 1970 and 1977 on
a Province/Territory basis. Two important points emerge from this Table. Firstiy,
between 1970 and 1977 there was a considerable shift in the control of roads in the
Yukon and Northwest Territories with the devolution of powers from the Federal
Government to the Territorial authorities. Secondly, between 1970 and 1977 the
distinction in the pattern of ownership between seaboard and prairie Provinces
intensified, with Provincial authorities controlling most of the roads in seaboard
Provinces, and municipal authorities controlling most of the roads in the prairie
Provinces.
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TABLE 11.3—CANADA: OWNERSHIP OF ROADS BY LEVEL OF GOVERNMENT, BY PROVINCE/TERRITORY, 1969 AND 1976

Province/territory

Total road length

Federal roads

© Provincial roads

Municipal roads

(km) (km) (per cent) (km) (per cent) (km) (per cent)
1969
Newfoundland 11 459 75 0.7 9 625 84.0 1759 153
Prince Edward lsland 5479 61 1.1 5 201 94.9 217 40
Nova Scotia 27 426 329 1.2 25 039 91.3 2 058 7.5
New Brunswick 23 384 154 0.7 21 636 925 1594 6.8
Quebec 107 184 250 0.2 88 447 825 18 487 17.3
Ontario 159 417 1294 0.8 126 766 795 31 357 19.7
Manitoba 76 305 660 09 18 902 248 56 743 743
Saskatchewan -206 696 1 386 0.7 20 386 9.9 184 924 89.4
Alberta 153 217 3 155 2.1 139 213 90.9 10 849 7.0
British Columbia 60 300 1939 3.2 44 167 73.2 14 194 236
Yukon Territory 4 070 3410 83.8 602 14.8 58 14
Northwest Territory - -1578 1474 93.4 — — 104 6.6
CANADA 836 515 14 187 1.7 499 984 59.8 322 344 385
1976
Newfoundland 13 205 336 26 9 906 75.0 2 963 224
Prince Edward Island 5 583 76 1.4 5 263 943 245 44
Nova Scotia 28 490 261 0.9 26 247 92.1 1983 7.0
New Brunswick 22 959 214 0.9 20 70 87.4 2 675 11.7
Quebec 113 847 459 0.4 72 821 64.0 40 567 35.6
Ontario 160 653 2 223 1.4 30 232 18.8 128 199 79.8
Manitoba 81 397 1188 1.5 19 689 24.2 60 521 744
Saskatchewan 206 191 1088 0.5 25 178 12.2 179 925 87.3
Alberta 180 147 3035 1.7 35 378 19.6 141 733 78.7
British Columbia 65 320 3 581 5.5 45 218 69.2 16 521 253
Yukon Territory 4 239 1019 24.0 3079 726 142 3.3
Northwest Territory 2 243 293 13.1 1812 80.8 138 6.2
CANADA 884 273 13773 1.6 294 893 33.3 575 612 65.1

Sources: Statistics Canada (1970a, pp12-13; 1976a, pp14-15).

6 Joded [BUOISEI20 F19



Appendix |/

THE FEDERAL GOVERNMENT ROLE

As mentioned earlier the role aliotted to the Federal Government by the British North
America Act 1867 is quite limited with the various Provincial governments retaining
sovereign rights over most roads within their borders. On a Canada-wide basis only 1.6
per cent (13771 kilometres) of public roads were financed and administered by the
Federal Government in 1877. This is a decrease in both percentage and absolute terms
over the 1970 figures, largely due to the transfer of roads in the Yukon and Northwest
Territories from Federal to Territorial ownership. Federal roads still account for a
significant proportion of the total road length in these Territories but accountforonly a
very small percentage of the total road length in each Province, only British Columbia
(5.5 per cent) being significantly above the national average figure of 1.6 per cent.

Federal roads legislation

The current legislation by which the Federal Government participates in developing
the road network is the National Transportation Act 1967. This Act (currently under
review) deals with all commonly used modes of transport and, in line with the British
North America Act, assigns the Federal Government a rather passive role with regard to
roads, except in the Territories. Recent indications suggest, however, that the Federal
Government is likely to take an increasing interest in funding roads in future'.

Federal departments and their roads responsibilities

Several Federal departments have specific road funding responsibilities. The most
important of these are Transport Canada, the Department of Regional Economic
Expansion, the Department of Indian and Northern Affairs, and Environment Canada.

Transport Canada is responsible for ensuring, within the overall guidetines of the

National Transportation Policy:

e the overall efficiency of the highway system in Canada on a national basis;

e the appropriate level of balance between competing or complementary modes of
transport; and

e acontinuous network in the national sense, both in terms of the highway network
and in terms of its relationship to other modes.

The Department of Regional Economic Expansion is responsible, within the overall

objective of regional economic development, for the use of highways to:

s improve accessibility to selected areas;

s gain access to selected areas to develop economic and socio-economic
opportunity;

e gain access to isolated areas to improve social mobility; and

e improve regional infrastructure and supportive services.

The Department of Indian and Northern Affairs is responsible for infrastructure on
Indian Reserves and the Northern Roads Program, while Environment Canada is
responsible for National Parks infrastructure.

As well as the foregoing departments, two other organisations, Public Works Canada
and the Capital City Commission, also have specific roads responsibilities.

Federal road programs

In Canada, there is no continuing program of specific purpose grants of Federal
assistance to the Provinces and local government for roads. All past assistance has
been for single or specific programs of limited duration. These programs, except for the
Trans-Canada Highway Program, were corollaries to other larger (non-road) Federal
programs, eg the Roads to Resources Program 1958-1969.

When Federal road funds have been made available to the Provinces or municipalities
they have usually been for construction purposes only, with maintenance remaining a
provincial responsibility.

1. See, for example, the National Highway Policy, 1975 which establishes guidelines and conditions for Federal
involvement in road programs (Dutz 1979, pp10-13).
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Historically, Federal road funds have been provided under six main programs:

e The Mine Access Program 1936-1957, which provided funds on a matching basis.

e The Trans-Canada Highway Program 1949-1971, aimed at facilitating speedier
and more efficient interprovincial movement. Funds were made available on a
50/50 basis with the Provinces. Federal expenditure on this program totalled
Can$825 million (Transport Development Agency 1976, p20).

® The Roads to Resources Program 1958-1969, under which each Provincereceived
Can$7.5 million with the Provinces required to match this amount.

e The Atlantic Development Board, Trunk Roads Program 1964-1967, under which
New Brunswick, Newfoundland and Nova Scotia each received a total of Can$12
million and Prince Edward Island received Can$44 million. Funds were provided
on a matching basis.

e Atlantic Provinces (Highways) Strengthening/Improvement Program, which
provided funds on a matching basis.

® Prairie Provinces Primary Highways Strengthening Program 1974-1979, which
provided funds on a matching basis.

Program assessment procedures

To ensure that the funding guidelines established by the National Highway Policy are
complied with, the Federal Government established an Iinterdepartmental Highway
Committee (IHC) in 1975.

Any road project for which Federal funding is sought must be brought before the IHC
for assessment. The IHC is responsible for assessing individual projects, co-ordinating
the road programs of the various departments and reporting to the Federal
Government on the progress made towards its general objectives in the roads area. An
important concern of the Federal Government is the integration of the road network,
which, reflecting the autonomy of the Provinces, has developed as a series of separate
unco-ordinated systems. For this reason the IHC has fostered a co-operative planning
approach to future road programs.

Dutz (1979 pp12-13) has described the explicit guidelines governing program approval

by the IHC as follows:

The objective of a proposed program must be clearly identified and categorised as
being either:

essentially social or cultural;

economic, or;

a socio-economic combination.

e If the objective is social or cultural, there must be a clear indication of how the
highway program acts in support of the broader objective and that it is the best
means of achieving the desired goal.

* |f the objective is economic, either in terms of improved efficiency or the creation
of new wealth, it mustbe subjected to the normal test of quantifying the benefits (or
cost savings) compared to the cost of the program.

e |If the program is socio-economic, the economic benefits and costs must be
quantified to the degree that this is possible. Aditionally, the relationships of the
highway program to the broader social or cultural objectives sought should be
clearly set out in the same manner as if the program were essentially social.

In addition to the foregoing program approvals, the IHC is required to prepare reports

for submission annually to Cabinet by the Minister of Transport as follows:

* acomprehensive report covering the past year’s highway activities for all Federal
departments;

e acomprehensive report covering all future funds budgeted for highway programs
for all Federal departments; and

e a planning report outlining p033|ble future areas for Federal involvement in
highway projects.
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These reports should detail the relationships of specific highway activities to the
fulfillment of the government's policy objectives as well as reporting the facts and
figures of federal involvement in highways. (Dutz 1979, p13).

The criteria used to determine the allocation of funds between Provinces varies with
each program and is influenced, in part, by the operating mandate of the department
involved. For example, an important allocation criterion for the recent Prairie Provinces
Primary Highways Strengthening Program, 1974-79, was the length and condition of
designated primary highway in each of the three Provinces to which funds were to be
given. This criterion was not used with the Roads to Resources Program, 1958-69, for
which the location of various resources was the mostimportant criterion. The situation
is further complicated by the fact that criteria relevant to the operating mandate of one
government department may not be relevant to that of another.

Source and control of program funds

All revenue for Federal road programs is drawn from general revenue. Appropriations
to individual programs are made via the Federal budget, generally after formal
agreements have been signed with the Provinces concerned.

The Federal Government exercises close control over the use of its program funds,
through representation on Federal/Provincial management committees where project
selection and spending levels are agreed upon. Provincial expenditure claims are
checked by Federal auditors.

Federal road expenditures

Federal Government road expenditures occur through direct expenditures and
through grants to Provincial, municipal and other authorities.

Direct Federal expenditures on roads occur only on Federal lands and in the
Territories'. Consequently, direct Federal expenditure is only a small proportion of
total roads expenditure by all ievels of government, varying between 1.9 and 2.8 per
cent from 1970-71 to 1976-77. Direct Federal road expenditures as a percentage of total
Federal road expenditures varied significantly between 1970-71 and 1976-77. However,
it was consistently less than 50 per cent, and in 1972-73 was as low as 31 per cent.

The remaining Federal road expenditures occur by way of grants to Provincial and
municipal road authorities and other government authorities not normally associated
with roads (eg railways for the elimination or protection of grade crossings).

Details of Federal Government expenditures between 1970-71 and 1976-77 are givenin
Table 1.4. Direct expenditures are shown in total and as either construction,
maintenance or administration. Indirect expenditures are not categorised in this
manner as they are usually made for construction purposes only. Indirect expenditures
are shown according to who actually receives the money.

1. In Yukon Territory and in the Northwest Territories. engineering services, new construction and supervision
of all construction is undertaken by Public Works Canada. Maintenance {including snow ploughing) is done
by the Territorial governments. Remedial maintenance work is financed by the Federal Government and
performed by private contractors under Public Works Canada supervision.
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TABLE 11.4—CANADA: FEDERAL GOVERNMENT EXPENDITURE ON ROADS, 1970-71 TO 1976-77
(Can$ thousand)
Item 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77
Direct
Construction and improvement 40 505 26 186 42 476 63 444 65 574 70 509 71588
Maintenance 15 888 21123 14 967 18 465 25705 28 854 39 030
Administration 1217 1265 1 449 3 839 4 971 6 639 6 676
Total Direct 57 611 48 574 ' 58 892 85 748 96 251 106 002 117 294
Indirect
Grants to provinces na 96 709 111 291 84 756 128 638 126 102 122 186
Grants to municipalities na 6 823 13 460 9 007 10 364 20 648 13 028
Other na 4214 4 231 4 920 3 199 4 490 4 641
Total Indirect- 84 700 107 746 128 982 98 683 142 201 151 240 139 855
Total direct and indirect 142 311 156 320 187 874 184 431 238 451 257 242 257 149
Direct/indirect 0.68 0.45 0.46 0.86 0.68 0.70 0.84

na not available.

NOTE: Figures may not add due to rounding.

Sources: Statistics Canada (1970a-1976a).
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A noteworthy feature of Table 1.4 is that annual direct Federal expenditure on
maintenance increased by 146 per cent over the seven year period, whilst expenditure
on new construction has increased by only 77 per cent. Over the same period,
administration charges have increased by almost 450 per cent, an indication of
increasing Federal involvement.

Federal taxation of road users

The Federal Government raises general funds from road users through fuel taxes and
sales taxes on vehicles, automotive products and parts. The earmarking of revenues for
specific purposes is not permitted under Canadian tax laws. Hence, revenue from these
sources is paid into Consolidated Revenue.

As at July 1978, there was a general 12 per cent sales tax, as set down in the Excise Tax
Act 1970, which also covered all automotive products. This has been translated into a
sales tax of Can$30-Can$60 per vehicle (depending on weight and type) for vehicles
between 2 tonnes and 2.4 tonnes with an additional charge of Can$60 per 45 kg above
2.4 tonnes. Salestax revenue dataare not presented in aform which allows the separate
identification of revenues obtained from road related sources.

Under the Excise Tax Act there is also a tax on the sale of motor spirit and automotive
distillate. in 1978 the Federal excise on motor spiritwasbetween 14.9 and 15.5 cents per
(US) gallon, depending on the grade, while automotive distillate was being taxed at
slightly over 4.6 cents per gallon. As with sales tax, revenue figures for the excise on
petroleum products are not available. However, based on the estimated net sales of
motor spirit and automotive distillate on which tax was paid (Statistics Canada 1979b)
and the above rates, the revenue in 1978 would appear to be in the order of Can$1141
million for 1977-78. This is cansistent with Dutz (1979, p6) who estimated that between
1971-72 and 1974-75 the figure rose from Can$835.76 million to Can$1043.16 million
per annum.

THE PROVINCIAL AND LOCAL GOVERNMENT ROLES

As already noted, the Provincial governments bear sovereign responsibility for the
organisation of the road system within their borders. Each Provincial government has
the authority to delegate to any or all municipalities within its borders any of its road
powers and responsibilities it so wishes. As was seen in Table 11.3, the percentage ot the
system under either Provincial or municipal governmentcontrol varies greatly between
the Frovinces. The reason for this variation lies in the legislation enacted by the
individual Provincial legislatures. In general terms, the seaboard Provinces exercise a
much higher degree of control over their road system than do the prairie Provinces.

No uniform classification system for roads exists in Canada. Categories of road
existing in one Province are often not readily comparable to those in another Province
and hence no details of roads by road type are presented here.

Provincial road revenues and road expenditures

Provincial road-related revenues are obtained from road users from three main
sources:

* retail sales tax on vehicles and parts;

e motor fuels tax; and

e motor vehicle taxation and drivers’ licences.

Revenues obtained from these taxes are not generally hypothecated, but are placed
into Consolidated Revenue. As well, the Provincial governments may receive specific
purpose road grants from the Federal Government.

The distribution of taxing power between the various levels of government in Canada is
specified in the British North America Act 1867. Section 901 gives the Federal
Parliament unlimited taxing power, while Section 92 gives the Provincial legislatures
power over direct taxation within the Province to raise revenuefor Provincial purposes.
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Consequently, both Federal and provincial governments may levy similar taxes on the
one item, eg income, motor fuels and retail sales. The Territorial governments also
collect motor vehicle registration fees and drivers’ licence fees. The revenue obtained
from these sources is paid into their Consolidated Revenues.

Retail sales tax

Each Province except Alberta levies this type of tax on the final purchaser or user ofa
large range of tangible, taxable commodities. The levels applying in each Province are
shown in Table 1.5 and vary from zero to 11 per cent. Provincial sales tax is not
hypothecated but paid into general revenue.

TABLE 11.5— CANADA: PROVINCIAL SALES AND FUEL TAX LEVELS, JUNE 1978

Province/Territory Sales tax Petrol tax Diesel tax
(per cent)  (Canc per gal) (Can c per gal)
Newfoundland 11 27 27
Prince Edward Island 8 21 25
Nova Scotia 8 21 27
New Brunswick 8 20 23
Quebec 8 19 25
Ontario 7 19 25
Manitoba 5 18 21
Saskatchewan 5 19 27
Alberta ..
British Columbia 5 17 19
Yukon Territory : nil 14 16
Northwest Territory nil 14 15

. not applicable
Source: Statistics Canada (1979a, pp32-35).

Motor fuel taxes

Each Province, except Alberta, also levies a tax on motor spirit, automotive distillate
and LPG. This is in addition to the Federal taxes on these commodities, discussed
above. The level of provincial taxation applicable on motor spirit and automotive
distillate in each Province is also given in Table 1.5. In 1976, net Provincial/Territorial
revenues (after the deduction of refunds and commissions) from this source were
Can$1563.8 million (Statistics Canada 1976a, p29) compared with estimated Federal
government revenue from this source of a little over Can$1000 million.

Motor vehicle registrations and drivers’ licences

Each Province requires the registration of all motor vehicles using public roads, and
requires their drivers to be licensed. The fees and their methods of calculation vary
between Provinces. Registration fees are based on one or a combination of the
following: vehicle weight, wheel base, year of manufacture, number of cylinders or a
flat rate. In 1976, total Provincial/Territorial revenue from these sources was Can$652.6
million (Statistics Canada 1976a, p29).

Federal road grants

These funds are usually distributed by the Federal department directly involved to the
Provincial highways and/or transport departments in the respective Provinces.

Provincial revenue from road-related sources is shown in Table 11.6. Over the seven
year period 1970-71 to 1976-77, annual Provincial revenues from road-related sources
increased by almost 51 per centin current prices. The largest percentage increase over
the period was in revenue obtained from motor vehicle taxation and drivers’ licences.
However, revenue from fuel taxes still accounts for two-thirds of Provincial road
revenues. Federal grants account for only 5 per cent of Provincial road revenues.
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TABLE {1.6—CANADA: PROVINCIAL ROAD-RELATED REVENUES AND EXPENDITURES, 1970-71 TO 1976-77
S (Can$ thousand)

Item 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77

Provincial road-related revenues
Vehicle registration and

drivers' licences 398 985 429 458 481 661 520 791 545 278 575 398 652 584
Motor fuel taxes 1062385 1157851 1263431 1405417 1436256 1505397 1563782
Federal grants 84 700 96 709 111 291 84 756 128 638 126 102 122 186
Other funds 2975 3582 2999 5810 1903 178 178

TOTAL 1549045 1687570 1859382 2016774 2112075 2207075 2338730
Road expenditures
Construction and improvement 753 048 966 2567 1003520 1162948 1445029 1527930 1433010
Maintenance 317 695 314 315 327 656 416 155 549 393 658 178 703 884
Administration 86 783 131 431 128 014 130 568 124 579 151 996 163 246
Grants to local governments na 319 992 323 124 379 467 426 435 504 670 469 623
TOTAL na 1731995 1782314 2089138 2545436 2842774 2769763

na noit-available;
Source: Statistics Canada (1970a-1976a).
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Provincial expenditures for road purposes are also shown in Table 1l.6. The
construction proportion has declined from 56 per centin 1971-72to0 52 per centin 1976-
77, while the maintenance proportion has increased from 18 to 25 per cent. Grants to
municipalities have remained stable at around 17 to 18 per cent of total Provincial
expenditures.

Local government road revenues and expenditures

Local government revenue raising powers and responsibilities both within and
between Provinces vary according to the responsibilities accorded them by the
Provincial legislatures.

Although responsible for in excess of 65 per cent of Canada’s road network, the local
authorities have no direct access to revenues from road users. Rather, they are forced
to rely on general land rates and grants from the two senior [evels of government. As
shown in Table 11.7 over the period 1970-71 to 1976-77, the percentage of seif-sourced
local expenditure has risen from 70 per cent to 76 per cent, which has placed an
increased pressure on revenue sources for non-road expenditure.
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TABLE I1.7—CANADA: LOCAL GOVERNMENT ROADS EXPENDITURE BY TYPE OF EXPENDITURE AND SOURCE OF FUNDS, 1970-
71 TO 1976-77

(Can$ thousand)

em - 1970-71 1971-72 1972-73 1973-74 197475 197576 1976-77
Source of funds
Federal grants 13 327 6 823 13 460 9 007 10 364 20 648 13 028
Provincial grants 255 026 319 992 323 124 379 467 426 435 504 670 469 623
Municipal sources o —761;76 075 740 482 843 664 927 313 1147661 1209726 1542 159
TOTAL 884 428 1067297 1180248 1315787 1584460 1825044 2024810
Expenditure
Construction and improvement na 501 797 556 936 603 373 761 764 870 080 945 859
Maintenance na 479 069 527 220 582 597 671 659 795 777 890 211
Administration na 86 431 96 092 129 817 151 037 159 187 188 740
TOTAL B 7 884 428 1067297 1180248 1315787 1584460 1825044 2024810

na not available.
Source: Statistics Canada (1970a-1976a).

{1 xipusddy



APPENDIX 1Il—THE FEDERAL REPUBLIC OF GERMANY

INTRODUCTION

The FRG is a federation of 10 States (Lander)! and the special State of West Berlin.
There is a Federal Constitution known as the Basic Law or Grundgesetz which, as well
as determining that the FRG will be a sovereign State, a democracy and a federation,
aliots responsibilities to the various levels of government. There are three levels of
government - Federal, State and local - each with some roads responsibilities.

The Federal Govarnment (Bundesregierung) consists of a bi-cameral Parliament. The
two houses are the popularly elected Bundestag (House of Representatives) and the
Bundesrat (Federal Council), the latter consisting of members of each State
government or their representatives. Laws require the express approval of the
Bundesrat if they affect the interests of the State governments. The principal Federal
responsibilities are foreign affairs, trade, the economy, taxation collection, regional
planning and employment.

At the State level each of the ten Federal States and the special State of West Berlin
have their own constitution and government. The constitution of each State must not
conflict with that of the FRG but otherwise the States are free to shape their
constitutions as they wish. The State governments exercise power in a number of
impartant fields inciuding local government, law, police, primary, secondary and some
tertiary education, and cultural affairs. In general the States are solely responsible for
applying Federal laws and act fairly independently of detailed Federal directives.

There are two types of local government: district councils and municipalities. In the
FRG local government is guaranteed by the Basic Law which stipulates that local
governments be free to regulate their own communal affairs and that local authorities
be demaocratically organised (Romer 1979, p100). Traditionally, local government has
been based on pre-industrial small area administrative structures and this had resulted
in a plethora of administrative units (totalling over25000in 1968). In recent years there
has been a move toward reorganising local government throughout the FRG to
conform more readily with the planning regions set out in the Federal Regional
Planning Act 1965. This resulted in a reduction in the number of authorities to
approximately 8700 in 1978. Local authorities are primarily responsible for matters of
specific local interestincluding road building, public transport, health, building and the
environment.

In 1979 the population of the FRG was 61.4 million. After a period of rapid population
growth following the end of World War Il (largely as a result of migration from the
German Democratic Republic), the FRG has been experiencing annual population
decreases since June 1974 when its population peaked at 62.054 million (OECD 1980,
p89).

THE ROAD NETWORK AND CLASSIFICATION

The public road network is divided into the classified and unclassified networks as
shown in Table I1i.1. In January 1979 classified roads totalled 170661 kilometres (36
per cent of the total road network) and unclassified roads estimated at 305000
kilometres (64 per cent of the total road network).

1. The German word for State is Land and the plural is Lander. In this paper the word State(s) will be used.
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TABLE IIl.1—FRG: LENGTH OF ROADS BY CATEGORY, 1971-79
(kilometres)

Road Category 1971 1976 1979

Classified roads
Federal trunk roads

Motorways 4 461 6 213 7 029
Highways . 32616 32 490 32 252
Total 37 077 38 703 39 281
State roads . 65367 65 484 65 377
District roads 62 025 64 959 66 003
Total classified roads 164 469 169 146 170 661
Unclassified roads
Urban 156 902 176 625 na
Non-urban 119 473 120 112 na
Total unclassified roads 276 375 296 737 305 000¢
TOTAL 440 844 465 883 475 661¢€
e Estimate.

na not available.
Source: Communication, FRG Ministry of Transport (12 August 1980).

The classified road network may be broken down into several categories (Table lI1.1).
These relate primarily to the level of government responsible forthem. In 1979, Federal
roads accounted for 23 per cent of the classified network, State roads 38 per cent and
district roads 39 per cent. These shares have not changed significantly since 1971.

It is not possible to determine the actual length of unclassified roads in urban and non-
urban areas separately in 1979. This is because they are only accurately surveyed every
five years, the last survey being in January 1976. On that occasion unclassified roads
totalled 296 737 kilometres of which approximately 60 per cent were in builtup areas.
Unclassified roads are the responsibility of the local government authority in whose
area they lie. i

GOVERNMENT,RESPONSIBlLITY FOR ROADS

The responsibility of each level of government with respect to roads is summarised in
Table Ill.2.
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TABLE 111.2—FRG: ROADS RESPONSIBILITIES

Ownership?

Road category Outside built-up
areas

Inside built-up
areas

Administered by

Classified Roads
Federal trunk roads

Federal motorways Federal government
Federal highways Federal government
State roads State government?
District roads Landkreise
(administrative
districts)
Unclassified VRoachlrs communities®

communities®

communitiesd

communities

States (or the self-governing

bodies competent according to the law
of the State concerned) on behalf of the
Federal Ministry of Transport—Art. 85
Basic Law

States (or the self-governing bodies
competent according to the law of the
State concerned)

Districts except where the State
authorities act on their behalf

communities

a. Body responsible for meeting the costs of construction and maintenance.
b. In Northrhine-Westphalia the regional authorities (Landschaftsverband).
c. With more than 80 000 inhabitants.

d. With more than 9000 to 50 000 inhabitants, depending on the State legislation,
e. Or the residents concerned, according {o local law.

Source: FRG Ministry of Transport (1980, p4).
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The Federal Government’s involvement with roads may be described as purely a
financial one. Whilist it provides funds for roads it is not directly involved in the
planning, administration or construction processes. Each State has its own roads
authority which is responsible for the planning, financing and construction of State
highways. As well they are empowered by the Basic Law to act as agents of the Federal
Government and administer the Federal motorways and highways in their respective
States.

District authorities are entirely responsible for district roads, local authorities for
municipal roads. They can choose to do the work on these roads for themselves or
transfer these functions to the State road construction authorities.

TABLE I11.3—FRG: EXPENDITURE ON ROADS, 1971-76

Year Federal State Administrative Total
Government Government districts and expenditure
communities
(DM bill) (per (DM bill) (per (DM bill) (per (DM bill)
cent) cent) cent)
1971 6.2 37.8 42 - 25.6 6.0 36.6 16.4
1972 6.7 40.4 4.2 253 5.7 343 16.6
1973 6.8 393 - 45 26.0 6.0 347 17.3
1974 6.9 39.0 5.2 29.4 5.6 31.6 17.7
1975 7.0 39.8 55 31.2 5.1 29.0 17.6
1976 7.1 41.3 5.1 29.7 5.0 28.0 17.2

NOTE: Billion equals one thousand million.
Source: FRG Ministry of Transport (1980, p5).

The Federal Government contributes the most towards expenditure on roads and its
share is increasing. Over the same period the relative importance of district and
municipal authorities (the two levels of local government) decreased from 36.6 per cent
to 29.0 per cent while that of the State governments rose from 25.6 per cent to nearly 30
per cent.

THE FEDERAL GOVERNMENT ROLE

The Basic Law allots responsibility for the Federal motorway and highway network
(trunk roads) to the Federal Government, at the same time stating that the State
authorities will administer these roads for the Federal Government.

Federal government departments involved with roads

Federal Government involvement with roads is vested in the Federal Ministry of
Transport (Road Construction Division) which administers the relevant Federal roads
legislation, establishes the overall plans for the Federal trunk road network and
provides finance for their construction and maintenance. It also administers grants for
expenditure on selected municipal roads. Although the Federal Government is
responsible for 100 per cent of the costs of constructing and maintaining the Federal
Trunk Road network it does not actually undertake the work. Detailed project planning,
administration, construction and maintenance is carried out by the State road
authorities acting as agents of the Federal Government. In turn the State road
authorities usually contract out projects to private enterprise rather than doing the
actual construction work themselves.

The Federal Minister for Transport may deal only with the individual State road
authorities. He has no power to deal with any lower level of government except that he

may make grants to local authorities for specific construction purposes on non-Federal
highways and streets.
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Administrative arrangements

The Federal Government is responsible for developing the overall plans for the Federal
trunk road network and for issuing program instructions. Where a specific project's
estimated cost does not exceed DM10 million in the case of roads and DM5 million in
the case of bridges the State authorities do not have to seek Federal project approval.
These exemptions are for specific projects, usually ancillary to a Federal road, and are
only a very minor proportion of total Federal road expenditure.

The Federal planning mechanism

The Federal Government makes long-term, medium-term and short-term road plans.

Allrelate only to Federal Trunk Roads. Since 1959 there have been two long-term plans:

e the 1959-1970 plan or 1st development plan which set down the new construction
and improvement requirements for the period; and

e the 1971-1985 plan associated with the Federal Trunk Road Construction Act,
subject to a requirement in the Act that long-term plans be reviewed every five
years. A revised plan was presented in 1976.

Long-term plans are based on socio-economic development studies, regional planning
and environmental policy and the total need for Federal trunk roads.

Within the framework established by the long-term plans, medium-term financial plans
are established for all construction to be financed over a five year period. These plans
also form the basis for the allocation of funds between the States.

Short-term or annual budgetary planning occurs within the framework estabiished by
the medium-term programs with plans being subject to the volume of funds available.
The allocation of funds between States is based on the programs identified in the long,
medium and short-term plans which, as already stated, are based on socio-economic
studies of the Federal transport infrastructure and regional and environmental
objectives.

Federal taxes on road users

The Federal Government’s major source of revenue from road users is the mineral oil
tax, an excise tax, part of which is hypothecated to road expenditure.

Between November 1978 (first available data) and January 1980 (latest available data)
the mineral oil tax was fixed at 44.0 pfg per litre {approximately $A0.20 per litre) for
motor spirit (both super and standard grades) and 41.15 pfg per litre for automotive
distillate.

As shown in Table Hi.4, approximately one-third of the revenues from this tax is
earmarked for expenditure on Federal roads, compared with approximately one-halfin
the early 1970s. A further five to six per cent is earmarked for municipal roads.

Details of the gross revenue collected from the mineral oil tax together with the
amounts allocated to Federal roads and municipal roads are given in Table [11.4.

Federal expenditure on roads

As already stated the Federal Government provides funds to the State governments for
Federal roads, and grants to municipalities for selected municipal streets. It was not
possible to obtain a time series for Federal expenditures exceptin the aggregated form
presented in Table 111.3. However, details of expenditure on Federal trunk roads were
available for 1976-77 and 1979-80 (Table [il.5).
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TABLE 111.4—FRG: MINERAL OIL TAXATION RECEIPTS AND THEIR
DISTRIBUTION, 1970-79

Year . Mineral Federal Municipal Total
(Calendar) oil tax roads share roads share roads share
revenue® ‘

. (DM m) (DM m) (per cent) (DM m} (per cent) (DM m) (per cent)
1970 10 553 5107 48 500 5 5 607 53
1971 ' 11 353 5772 51 539 5 6 311 56
1972 13 239 5948 45 864 7 6 812 52
1973 15 611 5972 38 1081 7 7 053 45
1974 15 244 5 864 38 1110 7 6 974 45
1975 16 398 5823 36 990 6 6 813 42
1976 17 310 5793 33 1143 7 6 936 40
1977 18 530 5 983 32 953 6 6 936 37
1978 19 546 6 597 34 1031 5 7 628 39
1979 19 847 7 219 36 1138 6 8 357 42

a. Gross figures not including those from heating fuel oil.
Source: Communication, FRG Ministry of Transport (12 August 1980).

TABLE 111.5—FRG: EXPENDITURE ON FEDERAL TRUNK ROADS, 1976-77 AND
1979-80

Expenditure category 1976-77 1979-80
(DM m) (per cent) (DM m) (per cent)

Construction ‘
Federal motorways 2701 45 2813 1

Federal highways 1571 26 1 331 20
Other 124 2 629 9
Total 4 396 73 4773 70
Other capital expenditure 704 12 1032 15
Current expenditure
Maintenance and repair 607 10 750 11
Other 276 5 295 4
Total 883 15 1045 15
TOTAL 5083 100 6 850 100

Source: FRG Ministry of Transport (1972, p5 and 1980; p5).

THE STATE GOVERNMENT ROLE

Each of the ten States and West Berlin has its own road authority. As well as
administering the Federal trunk roads as agents of the Federal Government they bear
sole responsibility for the planning, construction, maintenance and financing of State
highways. In some cases they also construct and administer district roads as agents of
the district authorities.

State road user revenues

State governments fund State highways entirely from their own revenue sources. The
major source of revenue obtained from road users is motor vehicle taxation which in
1978 accounted for DM6282 million or approximately 41.8 per cent of all State tax
revenues (Statistisches Bundesamt 1979, p416). The proportion varied considerably
between individual States, ranging from 24 per cent for Hamburg to 51 per cent for
Lower Saxony.
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Use of the revenues obtained from motor vehicle taxation varies between States and it
is up to the State government to decide how to use the revenue obtained:

some States use this revenue entirely for road construction, others do not use it in full or
spend even more, and atleast one State places the entire motor vehicie tax atthe disposal of
the administrative districts and communities.

(Communication, FRG Ministry of Transport 12 August 1980)

LOCAL GOVERNMENT ROLE
No information was readily available on the roads activities of this level of government.
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APPENDIX IV—GREAT BRITAIN'

INTRODUCTION

InJune 1978 the population of Great Britain was approximately 54.3 million, distributed
among the three countries of England, Scotland and Wales as shown in Table 1V.1,
which also shows the area and population density of the three countries. Of the three
countries, England has the largest and most densely settled population. Scotland,
while having the second largest population is by far the most sparsely settled having
only 66 persons per square kilometre compared with 355 for England and 133 for
Wales.

TABLE IV.1—GREAT BRITAIN: AREA AND POPULATION

Country Area Population  Population density

(sq km) ('000) (per sq km)
England 130 439 46 349 355
Scotland 78 775 5179 63
Wales 20 768 2768 133
Great Britain 229 982 54 296 236

Source: Central Office of Information (1980a, pp1 and 7).

THE ROAD NETWORK

Great Britain has a road network of approximately 336 600 kilometres (mid 1978), of
which 157 700 kilometres are classified roads. The road classification is shownin Table
V.2

TABLE IV.2—GREAT BRITAIN: ROADS CLASSIFICATION, 1978

(kilometres)

Road classification England Scotland Wales Great Britain
Classified roads

Trunk roads and motorways 10 016 3 144 1708 14 868 (4.4)

Principal 24 317 7 489 2451 34 257 (10.2)

Non-principal 78633 17628 12296 108 556 (32.3)
Total 112966 28260 16 455 157 681 (46.9)
Unclassified roads 143 424 20735 14704 178 863 (53.1)
All public roads 256 380 48995 31159 336543 (100.0)

NOTE: Figures in parentheses are percentage shares.
Source: Department of Transport (1978a, p2j.

Since 1976 the length of road under the trunk road and motorway category has been
declining as a result of the Central Government's initiatives toc downgrade and
reclassify those trunk roads which have decreased in importance and at the same time
divest itself of responsibility for them.!In this way, between April 1876 and April 1978 the
trunk road network was decreased from 15617 kilometres to 14868 kilometres.

1. In this paper. the term Great Britain refers to England. Scotland and Wales. Where Northern Ireland is also
included the term United Kingdom is used.
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RESPONSIBILITY FOR ROADS

Within Great Britain there are two principal levels of government, the Central
Government (or United Kingdom Government), and local government, which itself
may be broken down into a number of tiers. In England and Wales there are three levels
of local government; county authorities, district authorities, and parish councils.
County authorities, of which there are 53, are responsible inter alia for transport
planning, highways, and traffic regulation. District councils are responsible for matters
of more localised concern such as building applications and refuse collection. Parish
councils do not appear to play any significant roads role. On the Scottish mainiand
there is a two tier system consisting of county and district authorities. However, there
are also three special all-purpose island councils for the Orkney, Shetland and Western
Isles. ‘

The situation in Northern Ireland, which is not dealt with in this paper, is unique. There
are 26 district councils but they are responsible for only a limited range of services.
Statutory bodies and regional offices of Central Government departments have been
responsible for the major services such as roads’, water, health, education and housing
since direct Central Government rule was introduced due to secessionist activities.

Great Britain does not have a written constitution. The powers of each ievel of
government are determined by statutes and non-codified convention and may be
changed by an Act of Parliament (Central Office of Information 1980a, p20). In general
terms the Central Government has accepted all financial and administrative
responsibility for the trunk road network (of which the motorways are a part) and the
respective county authorities bear the responsibility for all other roads within their
boundaries. They are assisted financially in their efforts by the Central Governmentvia
the Transport Supplementary Grant Scheme (TSG).

ROADS EXPENDITURE

Total public expenditure on roads increased from £805.2 million in 1970-71 to £1573.1
million in 1976-77 but declined by £59.7 million to £1513.4 million in 1977-78 largely due
to decreased expenditure on the construction of trunk and principal roads (Table IV.3).
This was despite the fact that maintenance expenditures on both these classes of road
increased. Expenditure on construction and improvement declined from 62.6 per cent
of total roads expenditure in 1970-71 to 43.1 per cent in 1977-78. This decrease in the
relative importance of construction and improvement coincides with the pending
completion of the Central Government’s trunk road program, details of which (for
England) are discussed in the Government's White Papers on Policy for Roads in 1978
and 1980 (Department of Transport 1978b and 1980). Over the same period
maintenance expenditures as a percentage of total expenditures rose from 20.5 per
cent to 29.9 per cent while administration charges rose from 8.5 per cent to 12.3 per
cent of total road expenditure.

During the period there was also a major shift in the relative contributions of each level
of government, with the percentage of expenditure funded by the Central Government
dropping from 51.7 per cent in 1970-71 to 36.0 per cent in 1977-78, while the local
authority percentage rose from 48.3 per cent in 1970-71 to 64.0 per cent in 1977-78
(Table IV.3). These figures mark animportant change in Centrai Government methods
of fundinglocal roads and a re-organisation of local government which occurred at that
time. Prior to April 1975 funds for these projects were provided under specific project
grants and included in Central Government road expenditure. Since the
commencement of the TSG scheme in April 1975 these expenditures, which are now
provided in the form of non-specific block grants to local authorities, are recorded as
local expenditures.

1. The Northern I reland Department of the Environment, under the control of the Secretary of State for Northern
Ireland and the Northern Ireland Office, is responsible for public roads and bears the cost of their
construction and maintenance.
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TABLE IV.3—GREAT BRITAIN: TOTAL PUBLIC EXPENDITURE ON ROADS, 1970-71 TO 1977-78

(£ million)
- . 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78
Construction, improvement and maintenance
Trunk roads and motorways
Construction and improvement 270.0 241.2 2450 2971 334.7 462.0 465.3 379.2
Maintenance and cleaning® 23.9 30.7 474 58.6 435 633 735 80.0
Total 293.9 2719 292.4 355.7 378.2 525.3 538.8 459.2
Principal Roads
Construction and improvement 177.6 197.1 208.2 239.0 262.0 257.3 25252  207.2b
Maintenance 35.8 40.9 45.7 53.5 62.0 76.1 81.1b 96.6P
Total 2134 238.0 253.9 292.5 324.0 3334 333.6 303.8
Other roads
Construction and improvement 56.7 66.1 84.7 92.4 76.0 80.9 79.7b 65.4P
Maintenance 105.2 118.4 133.7 145.0 171.0 220.0 243.3P 276.3*’_
Total 161.9 1845 2184 2374  247.0 3009 323.0_h__2}4_41;7¥
Total construction, improvement and
maintenance 669.2 694.4 764.7 885.6 9492 1158.6 11954 11047
Cleaning, gritting and snow clearance? 34.5 38.2 441 45.0 49.0 59.1 59.4 71.5
Public lighting (installation and maintenance) 35.9 404 49.8 55.4 60.0 84.6 94.7 105.6
Vehicle parking 135 10.8 10.6 10.3 23.0 16.5 9.4 5.3
Administration 52.1 60.7 727 84.6 118.0 158.3 166.8 185.8
Other expenditure — — — 27.4 32.0 48.8 47.3 40.5
TOTAL 805.2 8445 9419 10181 12320 1527.0 15731 15134
Central government expenditure 416.5 408.1 436.9 524.4 534.8 581.7¢ 603.2¢ 5452
388.7 436.4 505.0 583.7 697.0 945.3 969.2 968.2

Local government expenditure

NO?E: F:i/@;(fs m;'ly Vnotﬁadd duc to?ounding.
a. Trunk road cleaning is included in maintenance.
b. Estimates only,

¢. Includes expenditures made from central government funds supplied under the Transport Supplementary Grant and Rate Support Grant Schemes.

Source: Department of Transport (1978a, p30).
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CENTRAL GOVERNMENT ROLE

The principal category of Central Government involvement in road financing and
administration is the trunk road and motorway network. The basic aim of this
involvement is the development of a system of high quality main routes between the
major centres of population and industry and ports and airports to assist in reducing
journey times, accidents and vehicle operating costs and remove the heavy through
traffic from the many small towns and villages en route (Central Office of Information
19804, p293). The development of this network began in the mid-1960s and is now
almost complete. Consequently investment in the construction of this network is being
scaled down

In England Central Government emphasis has shifted from completing a
predetermined strategic network to providing roads of a standard appropriate to local
needs which will assist in solving specific local problems (Department of Transport
1980, p1). The only major project currently being undertaken is the M25 orbital route
around London.

In Wales, the two main priorities are the completion of the motorway across south
Wales and reconstruction of the north Wales coast road. In Scotland, priority is being
given to completing the motorway/dual carriageway links in central Scotiand and
improving roads which are important to developing the North Sea oil reserves.

Central Government departments involved

There are basically three separate road systems in Great Britain, one in each of
England, Scotland and Wales. Three separate Central Government departments
administer the trunk road and motorway networks'. They are:

¢in England, the Department of Transport (DTp) in co-operation with the Department
of the Environment;

ein Scotland, the Scottish Development Department of the Scottish Office;
and

®in Wales, the Transport and Highways Group of the Welsh Office.

Each department has autonomy over the planning and administration of the network
within its area. On matters of general interest or where specific inter-country issues
(such as cross border routes) arise co-ordination is usually achieved through informal
liaison. Arrangements are occasionally formalised as is the case with the jointworking
party considering the need for another major crossing over the Severn River. Co-
ordination is also sought on major issues before they are submitted to Cabinet
(Communication, Department of Transport 22 July 1980).

Planning and administering the trunk road network

The planning and administration of the trunk road/motorway network differs between
countries due to the involvement of different Central Government departments. The
discussion presented here is limited to England.

In England, the nature of project planning and administration depends primarily on the
size and cost of the project. Small projects (usually defined as those costing less than
£5 million) are the direct responsibility of the DTp’s Regional Offices. Detailed project
design and supervision is often carried out by a local county council which acts as an
agent for the Department. In some cases, however, a Regional Office may employ
private consultants todothe detalled designs and may supervise the construction work
itself.

1. Details of expenditure on roads in England for the period 1972-73 to 1976-77 together with projections until
1981-82 presented in November 1976 prices, can be found in Department of Transport (1978b p31). They
reveal that, for England, over the period 1972-73 to 1976-77, real expenditure on roads decreased. at an
average annual rate of 4.4 per cent.

64 p



Appendix IV

The responsibility for planning and supervising large projects (usually defined as those
costing £5 million or more) rests with the relevant Road Construction Unit (RCU), of
which there are six throughout England. A RCU is a regional highway planning,
construction, design and administrative body under direct DTp control (and funded
entirely by that Department) but with many officers seconded from county councils. Its
purpose is to take account of regional needs and conditions whilst putting the
Government’s overall national plan into effect. RCUs were first established in 1967 and
were intended only as a temporary measure designed to facilitate the administration of
the planning and development of the motorway network. With the pending completion
of that network and the much smaller nature of future road programs RCUs are likely to
be merged with DTp Regional Offices and their staff numbers greatly reduced
(Department of Transport 1980, pp16-17).

The actual detailed design and supervision of RCU schemes are carried out by RCU
sub-units. There are 16 of these throughout England, based or those county councils
with substantial experience in road-building. As with the small projects, detailed
project design may be turned over to private consultants.

Following the election of the Conservative Government in May 1979 it was announced
that RCU sub-units are to be phased out. Detailed design and supervision work is to be
given increasingly to private consultants although RCU headquarters will continue to
oversee the work. Some work may also be transferred to county councils who will act as
agents for the DTp (Department of Transport 1880, p16).

Criteria for assessing projects and determining priorities

During the 1970s, the DTp (in Engtand) introduced a computer-based cost-benefit
analysis system known as COBA as an objective basis for assessing projects. It can
also be used for selecting between alternative project designs and routes and for
determining program priorities.

In recent years there has been strong criticism of COBA which resulted in the
establishment of the Advisory Committee on Trunk Road Assessment (Leitch
Committee). This Committee reported that COBA was basically a sound system for
economic appraisal but stated that other nor-monetary assessable factors
(environmental and social factors) should also be considered (Department of
Transport 1977c, pp108-9). This has resulted in the DTp attempting to systematise the
evaluation of social and environmental factors.

From the results of the COBA analysis modified by social/environmental
considerations a ranked list of projects is established and projects are approved until
the budget is exhausted.

Central Government road user revenues

The Central Government obtains road-related revenues from several sources.
The main ones are:

e import duty;

¢ vehicle excise duty (motor vehicle registration fees);

e commercial vehicles charges;

e excise duty on petrol, diesel and liquified petroleum gas;

e value-added tax (VAT) on motor vehicies, parts and fuel; and

e car tax on the sale of new vehicles.

The rates of each of these taxes are uniform across Great Britain and, in some cases,
the United Kingdom. All revenues are paid directly to the Exchequer and there is no
hypothecation of road-related revenues for road expenditure.

Import duties on motor vehicles and parts

Duties are payable on the importation into Great Britain of motor vehicles and parts
from countries other than those in the EEC which are duty free.
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The current level of duty on completely built up passengervehicles, excluding buses is
11 per cent. Buses and heavy commercial vehicles are taxed at 22 per cent. The level of
duty applicable to automotive parts varies according to the parts being imported.

Vehicle registration fees

Vehicles using public roads in Great Britain must be registered. In the schedules of
rates applicable, distinctions are made between private vehicles, goods and heavy
vehicles and tractors. Until March 1980 all electrically propelled vehicles were charged
at a lower rate than conventionally propelled vehicles. Since March 1980 these vehicles
have been exempt from duty. In March 1980 the level of vehicle registration fees (called
vehicle excise duty in Great Britain) on vehicles for private use was £60 for a twelve
month period. The revenue collected from this source between 1970-71 and 1979-80 is
given in Table IV 4.

TABLE IV4—GREAT BRITAIN: CENTRAL GOVERNMENT REVENUES FROM
ROAD-RELATED SOURCES, 1970-71 TO 1979-80
(£ million)

Financial Vehicle Petrol Diesel Petrol Car Drivers’ Vehicles
year registration duty? duty? VAT tax@ ficences VAT
fees ‘

1970-71 436 965 298 8

1971-72 452 1011 299 .. . 8

1972-73 481 1 091 323 .. 320 8 ..
1973-74 499 1118 336 .. 118 7 150
1974-75 507 1101 325 130 122 7 155
1975-76 742 1102 333 400 163 16 175
1976-77 778 1517 447 325 225 37 235
1977-78 © 993 1 666 542 506 286 38 300
1978-79 1063 1654 559 na 381 31 na
1979-80 1105 1975 655 425 na 11 na

a. Figures for Northern Ireland afso included.

b. Car Tax replaced Purchase Tax in 1973,

na not available.

.. not applicable.

Source: Communication, Department of Transport (22 July 1980).

Commercial vehicle charges

Where a vehicle is to be used for commercial purposes the annual registration fee
charged is based on the gross licensed weight of the vehicle when fully loaded. The
minimum charge as at March 1980 was £60 ($A121) for avehicle weighing 16cwt or less.
The total charge and the charge per unit of weight increase with the weight of the
vehicle. The respective total charges and the equivalent rates per ton (expressed in
Australian dollars) for vehicles between 1 and 20 tons in March 1980 are presented in
Table IV.5. .

Duties on Petrol, Diesel and LPG

Duty is payable on importation of fuel into Great Britain or when it leaves bonded
warehouses, refineries orproducers’ premises. The current level of duty on petrol and
diesel is 10p ($A0.20) per litre while on LPG it is 5p ($A0.10) per litre'. Collection is the
responsibility of HM Customs and Excise. Revenues from these duties for the years
1970-71 to 1979-80 are shown in Table 1V.4, while the duty rates applicable over the
same period are given in Table IV.6.

1. The level of excise on LPG has always been 50 per cent of that on motor spirit.
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TABLE IV.5—GREAT BRITAIN: ANNUAL COMMERCIAL VEHICLE CHARGES AS AT
MARCH 1980

1SA)

Used without trailer Used with trailer

Vehicle
weight (tons) 12 monthly rate Rate per ton 12 monthly rate Rate per ton
1-1.25 170 170 243 243
2-2.25 308 154 405 203
3-3.25 446 149 608 203
4-4.25 606 152 825 206
5-5.25 849 179 1 068 214
6-6.25 1093 182 1 364 227
8-8.25 1579 197 1 851 231
10-10.25 2 250 225 2 546 255
12-12.25 2 882 240 3178 265
14-14.25 3515 251 3811 272
16-16.25 4147 259 4 443 278
18-18.25 4 700 266 . 5076 282
19-20.00 5 333 270 5 628 285

Source: Communication, Department of Transport (22 July 1980).

TABLE 1V.6—GREAT BRITAIN: DUTY AND VAT RATES? ON FUEL, 1971-80
(pence per litre)

Date effective Petrol duty Diesel duty LPG duty Petrol VAT
15- 2-1971 49 4.9 25 -
1- 4-1974 4.9 4.9 25 11
29- 7-1974 49 49 2.5 08
18-11-1974 49 49 2.5 2.7
9- 4-1976 6.6 6.6 3.3 1.8
29- 3-1977 7.7 7.7 3.8 22
8- 8-1977 6.6 7.7 33 18
15-11-1978 6.6 7.7 33 2.0
6- 4-1979 6.6 7.7 3.3 22
18- 6-1979 8.1 9.2 41 3.1
27- 3-1980 10.0 10.0 5.0 3.7

a VAT is calculated as a percentage of basic fuel price plus duty, but is expressed in pence in this Table for
comparability with the other figures.
Source: Communication, Department of Transport (22 July 1980).

VAT on motor vehicles parts and fuel

In Great Britain VAT is charged on the sale of most goods including motor vehicles
(and parts) and motor fuel. In both cases the currentrate is 15 per cent of the wholesale
price. All motor fuels are taxed at the same rate, however commercial users of
automotive distillate can claim rebates on the tax. Hence VAT revenue from automotive
distillate is insignificant.

Car tax

This tax was introduced in 1973 to replace Purchase Tax and is payable on the
purchase of a new vehicle. Details of revenues obtained from this source are presented
in Table 1V.4.

With the exception of vehicle excise duty and heavy vehicle charges (which are
collected by DTp) the above revenues are collected by HM Customs and Excise.
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Other central government road-related revenues

In addition to the above, the Central Government obtains revenue from drivers’ licence
and testing fees and bridge tolls. The former are administrative charges to cover the
cost of licensing drivers. The main instance of the latter in England is the Severn Bridge
toll which, in 1978-79, accounted for a gross revenue of £1.3 million ($A2.7 million)
{Communication, Department of Transport 22 July 1980).

Central Government expenditure on roads

The central government makes both direct road expenditures and grants to local
government authorities.

Direct expenditures

In the main, direct central government expenditures are limited to the trunk road and
motorway network. This network, although accounting for only 4 per cent of the total
road network in 1978 received approximately 30 per cent of total public expenditure on
roads in 1977-78 and approximately 85 per cent of direct central government
expenditure on roads in that year. The remaining 15 per cent is spent on principal and
local roads and administration. :

As mentioned earlier, the pattern of direct central government expenditure has been
affected by the introduction of the TSG scheme in April 1975. Prior to April 1975 there
were specific purpose grants to local authorities for roads, shown in Table IV.7 as
expenditure on principal and otherroads. However, since that date central government
assistance to local authorities for roads is provided as part of non-specific block grants
{see below) and therefore not recorded as direct expenditure on roads by the central
government. Where specific purpose grants still occur they are the result of
commitments made before April 1975 or are special cases. In either case funds are
made available for construction purposes only.

Expenditure on the trunk road network has also undergone important changes in
recent years. First, the intended system is nearly completed and hence a reduction in
construction is to be expected. Secondly, a 1978 policy revision led to a change of
emphasis in works programs with the focus shifting to solving specific local problems
rather than completing the system as originally conceived. These two changes have led
to a reduction in total expenditure on trunk roads and a shift in the
construction/maintenance expenditure ratios. Total expenditure (in current prices) on
the trunk road network declined in 1977-78, although it had already experienced a
decline in real terms the previous year. Construction expenditure as a percentage of
total trunk road expenditure has declined since 1974-75 with a consequent increase in
the percentage share of maintenance expenditure.

Grants to local authorities

The method by which the central government provided roads assistance to local
government prior to 1 April 1975 has already been outlined. After that date the TSG
scheme resulted in the replacement of a number of specific grants to local authorities
for transport expenditure. The block grant provided under the TSG scheme is not
earmarked for roads specifically and is provided in addition to the Rate Support Grant
(RSG), a general purpose grant which may be used for road purposes.

The TSG is paid to those local authorities in England and Wales which have high
transport spending needs (TSGs are not paid to local authorities in Scotland, where
allowance is made during RSG calculations for the high transport spending needs of
some local authorities). The annual transport spending needs of each county are
assessed according to an annual Transport Policies and Program (TPP) document
prepared by each county council. This program is the council’s total estimated
transport spending program for the next financial year, including expenditures
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TABLE IV.7—GREAT BRITAIN: DIRECT CENTRAL GOVERNMENT EXPENDITURE ON ROADS, 1970-71 TO 1977-78

(£ million)
1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78

Trunk roads and motorways

Construction and improvement 270.0 241.2 345.0 297 1 334.7 462.0 465.3 379.2

Maintenance and cleaning 23.9 30.7 474 586 43.5 63.3 77}5 80.0

Total 293.9 271.9 2924 355.7 378.2 525.3 538.8 459.2
Principal roads

Construction and improvement 113.8 125.8 130.0 1498 138.9 35.4 36.8% 57.22

Maintenance 0.1 0.5 1.1 0.4 0.1 — — —

Total 113.9 126.3 131.1 150.2 139.0 35.4 36.84 57.24
Other roads

Construction and improvement 1.2 0.8 2.5 3.0 2.3 1.9 198 na

Maintenance 0.5 0.3 08 0.5 0.2 — — na

Total 1.7 1.1 3.3 3.5 2.5 1.9 1.98 2.42
All roads

Construction and improvement 385.0 367.8 377.5 4499 475.9 499.3 504.0 438.8

Maintenance and cleaning 245 315 49.3 59.5 438 63.3 73.5 80.0

Total 409.5 399.3 426.8 509.4 519.7 562.6 5775 518.8
Administration 4.8 55 6.4 7.3 8.2 10.2 11.5 11.8
All other expenditure 2.2 3.3 37 7.7 6.9 8.9 14.2 14.6
TOTAL 416.5° 408.1 436.9 524.4 534.8 581.7 603.2 542.7
Trunk roads as a percentage of total 70.6 66.6 66.9 67.8 70.7 90.3 89.3 84.2
Trunk road construction as a percentage

of trunk road expenditure 91.9 88.7 83.8 83.5 88.5 87.9 86.4 82.6
Trunk road maintenance as a percentage

of trunk road expenditure 8.1 11.3 16.2 16.5 11.5 12.1 13.6 7 114

NOTE: Figures may not add due to rounding.
a. Estimates only.

na not available.

Source: Department of Transport (1978a, p31).
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ineligible for TSG assistance (loan charges, administration costs and concessionary
fare expenditure). From these documents the Minister for Transport (in the case of
Wales, Secretary of State for Wales) decide the expenditure level which will be
accepted as eligible for TSG assistance. Based on the accepted expenditure programs
and having regard to the total fundsthat the Government hasdecided to make available
for local transport, the Ministers then decide on what should be the threshold
expenditure level to be eligible fora TSG allocation. Percentagg shares of the total TSG
allocations are based on expenditure above this threshoid level.

Due to the nature of each council’s capital works program their expenditure estimates,
as expressed in their TPP document, may vary from year to year as large projects are
either commenced or completed. Hence, the allocation each council receives and the
threshold expenditure level may vary significantly from year to year. TSGs for England
and Wales for the years 1976-77 to 1980-81 are presented in Table IV.8. Approximately
90 per cent of TSG allocations go to England.

it is important to remember that the TSG is a block grant paidto local authorities on the
basis of their estimates of their transport expenditure for the coming year. It is based on
all transport spending not just roads and expenditures made from TSG ailocations
need not be allocated to roads even if roads expenditure was included in a TPP
document. From available information it is not possible to determine what percentage
of TSG and RSG funds are used for road purposes.

TABLE IV.é——GREAT BRITAIN: TRANSPORT SUPPLEMENTARY GRANTS, 1976-77
TO 1980-81

Year England Wales Total
(£000)3 (per cent) (£'000)28 (per cent) (£000)3
1976-77 264 717 93 20 283 7 285 000
1977-78 232 270 91 22 730 9 255 000
1978-79 246 033 89 28 967 11 275 000
1979-80 288 686 90 31 314 10 320 000
1980-81 318 880 na na na na

na not available. .
a. Grants quoted in prices applicable in the November prior to the commencement of the grant.
Source: Department of Transport (1978a).

LOCAL GOVERNMENT ROLE

Sixty-seven separate local authorities (47 in England, 12 in Scotland and 8 in Wales)
administer all the road network apart from the trunk road and motorway network. The
appropriate local authorities are the county councils in England and Wales and the
regional orisland councils in Scotland. Roads under local authority control constituted
approximately 96 per cent (by length) of all public roads in Great Britain in 1978.
Expenditure on these roads by local authorities from all sources totalled £968 millionin
1977-78 (Table IV.9), almost double the central government’s direct expenditure on
roads (Table IV.7).

Table 1IV.9 shows all expenditures on roads by local authorities and includes
expenditure made from TSG and RSG grants. It is not possible to separate the locally
sourced and central government funded components of this expenditure®.

From Table IV.9 the effect of the introduction of the TSG grant in 1975 is evident.
Expenditure in 1975-76 increased by 36 per cent over the previous year in comparison
with an average annual increase of 16 per cent over the previous 4 years. The
decreasing importance of construction and improvement and increasing importance

1. Between 1 April 1967 and 1 April 1975 approved improvements on principal roads received a specific capital
grant at the rate of 75 per cent while work on non-principal roads was funded through adjustments to the Rate
Support Grant Scheme.
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TABLE IV.9—GREAT BRITAIN; LOCAL GOVERNMENT EXPENDITURE ON ROADS, 1970-71 TO 1977-78
(£ million)

o 1970-71 1971-72 1972-73 1973-74 1974-75 1ﬂ975—76 1976-77 1977:72

Non-trunk roads
Construction and improvement 119.3 136.6 160.4 178.6 197.0 301.0 293.5 213.0
Maintenance 140.4 158.5 177.5 197.6 233.0 296.0 324.4 372.9
Cleaning, gritting and snow gritting 34.5 38.2 441 450 49.0 59.1 59.4 715
Other expenditure = — — 268  30.0 466 7& - 3-'{2
Total 2942 333.3 382.0 447.0 509.0 702.7 718.4 691.6
Public lighting 33.7 371 46.1 49.3 55.0 78.0 87.6 97 .4
Vehicle parking 13.5 10.8 10.6 10.1 22.0 16.5 9.4 52
Administration 47.3 552 66.3 77.4 110.0 148.1 155.8 1740
TOTAL 388.7 436.4 505.0 583.7 697.0 945.3 969.8 968.2
Construction as a percentage of total 30.7 313 31.8 30.5 28.3 31.8 30.3 22.0
Maintenance as a percentage of total 36.1 36.3 35.1 33.9 33.4 313 33.5 385
Administration as a percentage of total 12.2 12.6 13.1 13.3 15.8 15.7 16.0 18.0

NOTE: Figures may not add due to rounding.
Source: Department of Transport (1978a, p32).
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of maintenance since 1975 is also evident. In 1975-76 construction and improvement
accounted for almost 32 per cent of total local expenditures. By 1977-78 this had been
cut back to 22 per cent. Over the same period expenditure on maintenancerose from 31
to 39 per cent of total expenditures. The other trend shown in the Table relates to
administration charges. Between 1970-71 and 1977-78 administration charges as a
percentage of total expenditure rose from 12 to 18 per cent.
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APPENDIX V—NEW ZEALAND

INTRODUCTION

In December 1979 the total New Zealand population was estimated at 3150 800
(Department of Statistics 1980, p6). Based on the distribution that existed as at the 1976
Census this would give a North Island population of 2283917 (19.96 persons per
square kilometre) and a South Island population of 866 882 (5.75 persons per square
kilometre) (Department of Statistics 1977, p58). The 1976 Census aiso showed New
Zealand as having a largely urban population with over 83 per cent of the population
living in urban areas of in excess of 1000 persons.

New Zealand has two levels of government, national and local. Since the abolition of
the Legislative Council in 1950 the New Zealand Parliament has consisted of the House
of Representatives and the Governor-General which, together hold plenary power to
make laws for New Zealand.

Local government began in New Zealand in 1876 following the abolition of the existing
Provinces. The types of local government currently in existence are city boroughs,
counties, county boroughs and district councils. At1 April 1976 there were 241 of these
bodies throughout New Zealand associated with road responsibilities.

THE ROAD NETWORK AND CLASSIFICATION

The latest available figures (National Roads Board 1979b, p6) show thatas of31 March
1978 there was a total length of 93 400 kilometres of formed roadwork in New Zealand—
approximately 0.03 kilometres per head of population. Details of the length, surface
and status of roads in New Zealand are given in Tabie V.1, Slightly more than 51 per
cent of all public roads, and approximately 93 per cent of Municipal Streets, State
Highways and Motorways are sealed.

TABLE V.1—NEW ZEALAND: CLASSIFICATION OF ROADS AS AT 31 MARCH 1979

(kilometres)

State highways County Municipal Total
and motorways roads Streets roads

North Island
Sealed 5742 15 731 7 821 29 294
Unsealed 421 22 083 574 23 077
Total 6 163 37 814 8 395 52 371

South island
Sealed 5109 10 543 2782 18 435
VUnsealed 276 22 137 182 22 595
Total 5 385 32 680 2 964 41 030

New Zealand
Sealed 10 851 26 274 10 603 47 728
Unsealed 697 44 220 756 45 672
Total 11 548 70 494 11 359 93 400

a. Excludes unformed roads and Development Roads.
Source: National Roads Board (1979b, p6).
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The classified road network is divided into State Highways, Motorways, County Roads
and Municipal Streets. In addition, there is a category (not shownin Table V.1) called
Development Roads, the composition of which varies from year to year (see below).

State Highways (excluding Motorways) consist of heavily used interregional highways
supported by a denser network of urban and rural feeder roads. The essential criteria
for a road to be declared a State Highway is that it is the primary arterial route linking
major centres of population. The network is planned, funded and administered by the
central government and in 1979 was 11431 kilometres in length (12 per cent of the total
road network).

Motorways are the highest quality sections of the State Highway network. They are
located where the traffic volumes are greatest and are developed to high safety and
engineering standards. In 1979 there were 117 kilometres of motorways in use.

Development Roads consist of new farm-access roads and other new developmental
type roads, which, when completed are handed over to the local authorities. The length
of roads in this category varies from year to year. Construction of these roads is
subsidised from the Consolidated Revenue (Vote Roads) with work being carried out
by local authorities. Central Government expenditure on these roads in 1977-78
totalled $NZ2.1 million.

County Roads account for all other rural roads (except Development Roads) and
represent 75 per cent of the tota! road network. Less than 40 per cent of their length is
sealed.

Municipal Streets consist of roads (other than State Highways and Motorways) in built
up areas. There are 11358 kilometres (12 per cent of the total road network) of such
roads, over 93 per cent of which are sealed.

RESPONSIBILITY FOR ROADS

Responsibility for the planning, financing, construction, maintenance and general
administration of the road network is divided between both levels of government. The
division of responsibility has been formalised in four main statutes, the Public Works
Act 1928, National Roads Act 1953, the Municipal Corporations Act 1954, and the
Counties Act 1956. Put simply, urban streets are administered by municipalities,
county roads by the counties and State Highways (including motorways) by the New
Zealand Government via the National Roads Board (NRB). In addition the NRB is
charged with the responsibility of developing an adequate road system balanced to
meet the country’s needs.

The full cost of State Highway construction and maintenance (both urban andrural) is
met by the NRB. Financial and technical control of NRB projects is handled by the
Ministry of Works and Development although in certain cases construction and
maintenance is delegated to the relevant local authority.

Local authorities are responsible for county roads and municipal streets.They are
assisted financially by the central government, through the National Roads Board.
Subsidies are paid on approved programs.

ROADS EXPENDITURE

A summary of roads expenditure by source of funds and type of road between 1973-74
and 1978-79 is given in Table V.2. Over the period the NRB/Central Government
component of total expenditure decreased from 68 per cent to 64 per cent, reflecting
the much faster rate of growth in local authority expenditures than NRB/central
government expenditure over the period in question.

Expenditure on the State Highway system varied between 34 and 38 per cent of total
annual road expenditure, and accounted for about 55 per cent of NRB expenditure,
over the period.
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TABLE V.2—NEW ZEALAND: ROADS EXPENDITURE, 1973-74 TO 1978-79
($NZ thousand)

Item 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79
NRB expenditure
State highways 52 615 60 264 67 509 65 073 74 164 84 964
Subsidised highways 1793 1714 1618 1 568 1775 1624
County roads 23 499 25 070 23 664 27 038 32 377 38728
Municipal streets 15 808 19 206 20 743 21 194 24 481 27 895
Total 93 715 106 254 113 534 114 873 132 797 153 211
Vote roads expenditure 2026 2219 1749 1195 2120 2743
NRB and central government 9% T4H 108 473 115 283 116 068 134917 155 9514
Local authorities expenditure
County 19 985 21 660 23 659 27 810 35 804 41 214
Municipal _ 24468 20935 36894 = 38517 41968 47437
Total 44448 51595 60553 66 327 77 772 88 651
TOTAL 140 189 160 068 175836 182 395 212 689 244 547
Percentage NRB & Central/Total 68 68 66 64 63 64
Percentage Local/Total 32 32 34 36 37 36
NRB percentage increase 13.4 6.9 1.2 15.6 15.4
Roads vote percentage increase on 9.5 -21.2 ~31.7 77.4 29.4
Total central govt. previous 13.3 6.3 0.7 16.2 15.6
Percentage increase year
Local percentage increase 16.1 19.3 9.5 16.2 14.0
National{ percgntage increase 14.2 9.8 3.7 16.6 15.0

. not applicable

Source: National Roads Board (1974b-1979b).
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THE CENTRAL GOVERNMENT ROLE

Like the United Kingdom, New Zealand does not have a written constitution. The New
Zealand Parliament, having sole control over making laws for both internal and
external relations, may therefore administer the road system as it sees fit. As mentioned
earlier the New Zealand Government has retained responsibility (both financial and
administrative) over the State Highway system and delegated responsibility for other
roads to local authorities. It has, however, chosen to assist them financially in their
efforts.

The National Roads Board

_ The National Roads Board (NRB) was established in 1954 pursuant to the National
Roads Act 1953 to carry out the New Zealand Government's roads responsibilities.
Consisting of ten members under the chairmanship of the Minister for Works and
Development, it represents private and commercial motorist groups, counties,
municipalities, and the Ministries of Works and Development, and Transport. Central
Government members on the Board are in the minority (Department of Statistics 1978,
p315). The Board itself does not directly employ staff but utilises the Roading Division
of the Ministry of Works and Development's engineering, administrative and financial
units to provide its executive function.

The NRB’'s most important functions are:

to administer the National Roads Fund (NRF);

to provide a road system adequate for New Zealand’s needs;

to advise the Government on all road matters including finance;
to assist and advise local authorities on road problems; and

to undertake comprehensive road surveys at least every five years.

For administrative purposes the NRB has divided New Zealand into 22 regions. Each
region has a District Roads Council, which although it has no executive powers, makes
recommendations to the Board on local needs. The District Councils consist of
representatives of the same interest groups as the NRB itself. As funds are allocated to
regions, having regard to local needs, the views expressed by the District Councils are
important to the funding allocation process. As well as receiving reports from the
various District Councils, Board members make inspection visits to several Districts
annually to assist the Board’s decisions on allocation of funds.

Under the National Roads Act 1953, the NRB must estimate its revenue (discussed
later) for the following year and the volume of funds likely to be available for the various
categories,of work. Until April 1981 the NRB was required to allocate a minimum of 23
per cent of its funds to counties; a minimum of 16 per cent to municipalities; and a
minimum of 50 per cent to State Highways. The remaining 11 per cent of funds was
allotted at the Board'’s discretion.

Asa resultbf a1980amendmenttothe National Roads Actthe NRB mustnow allocate a
minimum of 39 per cent to local authorities and a minimum of 47 per cent to State
Highways with the remaining 14 per cent to be aliocated at the NRB's discretion.

National Road Board work programs

Prior to the passage of the Road User Charges Act in 1977 the works program for the
NRB was largely determined by the amount of road user revenue raised. Following the
passage of the Act the situation was largely reversed so that now road user charges are
adjusted to cover the program of works approved by the Government for the following
year.

By 31 October each year the NRB must submit to the Government a 3-year indicative
works program together with its budget implications and an estimate of the road user
charge levels necessary to cover it. After consultation with the NRB the Government
approves or amends the program and sets the level of road user charges for the next
year.
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By 31 December the NRB must finalise the forthcoming year’s works program to the
agreed level and notify all road authorities of their part in the program. As New
Zealand’s financial year commences on 1 April a firm program is thus established 3
months prior to the commencement of each financial year.

The evaluation of proposed road projects

Currently, the NRB does not attempt any formal economic evaluation of proposed road
projects. Rather, it relies on its Ten Year Needs Surveys and on the three year rolling
programs developed from these surveys.

The Ten Year Needs Surveys are based on current movement patterns and volumes
and predicted future developments that are likely to effect the demand for roads. The
accuracy of these surveys is reviewed every three years.

From the above surveys a three year rolling program is developed. This inctudes ali
projects to be funded over thethree year period and the provisional scheduling of work.
These programs are reviewed annually to take account of changing circumstances and
to allow concentration on the currently most urgent tasks.

Since the mid-1870s, however, the NRB has shown increasing recognition of the need
for formal economic evaluation of proposed road projects to ensure efficienteconomic
allocation of the scarce funds available for roads. Since 1978 it has been engaged in
attempting to develop a set code for the formal economic appraisal of road transport
investment proposals. This work is nearing completion.

The National Roads Fund

A significant feature ofthe National Roads Act 1953 was the establishment of a National
Roads Fund (NRF) to finance the operations of the NRB. The Fund, administered by the
Board, is financed from road user taxation and an annual Government grant. The road
user taxation is mainly petrol tax and charges on the operation of heavy vehicles. Motor
vehicle registration charges and drivers’ licences which are collected by the
Department of Transport are not paid into the Fund.

A summary of revenues paid into the National Roads Fund from 1973-74 to 1978-79 is
presented in Table V.3.

Petrol tax

Prior to 1977-78 the level of taxation on petrol was NZ 9 cents per litre of which 4 cents
was credited to the NRF. With the passage of the Road User Charges Act 1977, the
taxation level was increased to NZ 10 cents with NZ 5 cents being hypothecated to the
NRF. The reason for the increase was to match an increased roads budget and to
counter the effect of a slow increase in petrol consumption. Both of these amountsare
reviewed by the national government annually.

In accordance with Section 188 of the Transport Act 1962° (as amended) (Government
Printer 1978b, pp207-208) petrol rebates are made to users of certain classes of vehicle
(eg farm machinery, school buses, etc). Refund claims are examined by the Post Office
Refund Centre and payments made by the Ministry of Works and Development.

In 1978-79 rebates of petrol tax totalled $NZ6 812 306. Details of petrol tax receipts paid
to the NRB are presented in Table V.3.

1. This Act is similar to the State Transport Acts in Australia. It sets out, inter alia, the requirements for motor

vehicle registration, driver licensing, their respective costs, road traffic regulations, offences and penalties
and miscellaneous provisions such as the duty to be paid on petrol.
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TABLE V.3—NEW ZEALAND: NATIONAL ROADS BOARD RECEIPTS, 1973-74 TO 1978-79
($NZ thousand)

Item 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79
Motor taxation
Petrol tax 90 179 89 682 86 192 90 267 111 866 116 486
Less rebate and collection ‘
expenses 4 877 4417 5 447 . 4445 5418 7 039
Net petrol tax receipts 85 302 85 265 80 745 85 822 106 448 109 447
Heavy Traffic Fees 11 958 12 532 13 038 13 708 10 448 110Dr
Less collection expenses 437 459 450 532 445 10Dr
Net heavy traffic fees 11 521 12 073 12 588 13 176 10 003 120Dr
Distance tax 5797 6 915 7 383 7772 9112 1269
Less collection expenses 106 128 129 215 238 142
Net distance tax . 5 691 6 787 7 254 7 557 8 874 1127
Road User Charges — — — — — 50 150
- Less rebates — — — — — 1848
Net road user charges , — — — — — 48 302
Total ' 102 514 104 125 100 587 106 555 125 325 158 756
Contribution from Consolidated
Revenue Account 700 1250 16 350 21 000 10 000 14 000
Advance from Loan Redemption
Account- — — 2 000 — 4 000 —
Repayment of advances to
local bodies © 6 10 81 105 107 95
Rents 747 891 1068 1464 1468 1 891
Sale of land and buildings 101 1200 1433 983 1 056 821
Interest on advances to local ‘
bodies 2 6 — 2 1 10
- Bailey bridging? 53 88 128 89 103 175
Miscellaneous 567 533 209 414 120 72
Interests on investments 97 101 41 52 61 104
TOTAL RECEIPTSP 104 787 108 204 121 898 130 664 142 239 175 923
Balance as at 1 April 2 276 8 301 2 981 56 2 315 500
TOTAL IN FUND 107 063 116 506 124 879 130 720 144 554 176 423

a. Emergency temporary bridges.
b. Figures may not add due to rounding.

Source: National Roads Board (1974a-1979a).
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Heavy vehicle taxes

Prior to the commencement on 1 April 1978 of the Road User Charges Act 1977 there
were several different charges on the ownership and use of heavy vehicles, the two
principal ones being heavy traffic fees and a distance (travelled) tax. Details of receipts
from these fees are presented in Table V.3.

Heavy traffic fees were levied on the licensing of vehicles over a certain weight.
Between 1973-74 and 1976-77 this represented approximately 10 per centof the NRB'’s
annual receipts, dropping to 7 per cent in 1977-78.

Prior to 1977-78 a tax on the distance travelled by heavy vehicies was also levied.
Between 1973-74 and 1977-78 receipts from the distance tax averaged approximately 6
per cent of NRB annual receipts.

Road user charges

Following the passage of the Road User Charges Act 1977 both the heavy vehicle fees
and the distance tax were repealed on 31 March 1978. At the same time, sales tax on
heavy commercial vehicles was progressively reduced from 40 per centto 10 per cent
over a 3 year period.

Under the Act a single new charge was made on all vehicles over 3.5 tonnes, toreplace
the two previous charges. In 1979 this charge applied to approximately 99 400 vehicles.
A cut-off tare weight of 3.5 tonnes was chosen as a reasonable dividing line between
private and commercial vehicles and between light and heavy vehicles. Certain classes
of vehicles (mainly farm machinery) are exempt from the charge.

The user charge is designed to reflect damage caused to the road system by all the
various types of vehicles and is calculated according to:

e weight and payload capacity of the vehicle;

e distance travelled by the vehicle; and

e axle number and configuration.

Charges are set out in a Schedule to the Act. The structure of the charges provides a
clear incentive for operating vehicles as close as possible to payload capacity and
minimising unnecessary trips, especially when unladen.

Details of receipts from this charge in 1978-79 are presented in Table V.3. In 1979-80
gross receipts rose to $NZ50 150 000. Refunds for the year were $NZ1848 000 leaving
net receipts of $NZ48 302 000 (National Roads Board 1980(a), p35).

Other taxation

In addition to the above (which are hypothecated to roads), the Central Government
also levies a number of other charges of interest here but which are not hypothecated to
roads. These charges are: motor vehicle registration and associated charges levied
under the Transport Act; import duties on fuel, motor vehicles and parts; and sales tax
on motor vehicles and parts.

Motor vehicle registration and associated charges

Under the Transport Act 1962, all vehicles using roads in New Zealand are required to
be registered. Fees are payable to the Registrar of Motor Vehicles on an annual basis
with payment being made at Post Offices. A distinction is made in the charging
schedule between new and re-registrations. In the case of a re-registration the charge
is made up of a licence fee, accident compensation levy, insurance surcharge and
licence label fee. In the case of trucks with dual axles, a certification of fitness fee of
$NZ15.00 is also charged. For the period, July 1979 to June 1980, the total registration
charge was $NZ30.60 for motor cycles, $NZ39.30 for motor cars, $NZ37.10 for single
axle trucks and $NZ52.10 for dual axle trucks.

Prior to July 1967, receipts from motor vehicle registration charges were hypothecated
to roads. However, since July 1967, they have been placed in Consolidated Revenue.
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Receipts from this source have increased from $NZ15.74 million in 1970-71 to
$NZ45.68 million in 1978-79 (New Zealand Motor Trade Federation 1979, p137).

Import duties on motor fuels

The rate of import duty on petroleum fuels varies widely according to type of fuel, origin
and whether in bulk or in container. It is not possible to ascertain an average rate of duty
on motor fuels. Revenue from these duties are paid into Consolidated Revenue and
details are not separately available.

Import duties on motor vehicle and parts

The level of import duties applicable on motor vehicles and parts entering New Zealand
depends on the country of origin, the type of vehicle and whether the vehicle is built-up
(CBU) or knocked-down (CKD). On vehicles entering from Australia and Great Britain,
the CBU rate is 20 per cent and the rate on CKD vehicles and parts, 6.25 per cent. On
vehicles from other countries the respective rates are 55 and 45 per cent. Revenue from
this source rose from $NZ11.9 million in 1970-71 to $NZ73.0 million in 1978-79 (New
Zealand Motor Trade Federation 1979, p137).

Sales tax on motor vehicles

In addition to the import duty on motor vehicles the central government also levies a
sales tax on motor vehicles sold in New Zealand. The level of sales tax depends on
vehicle type and engine capacity. For passenger vehicles, the level of tax ranges from
30 per cent (for vehicles with an engine capacity less than 1350cc) to 60 per cent (for
vehicles above 2700cc capacity). For motor cycles the range is 2-40 per cent, again
depending upon engine capacity.

Prior to April 1978, the level of sales tax on heavy commercial vehicles was 40 per cent.
This has since been progressively reduced to 10 per cent.

Sales tax is also applied to automotive parts and accessories. However, detaiis are not
available. Between 1970-71 and 1978-79, annual receipts from sales tax on motor
vehicles rose from $NZ49.0 million to $NZ174.9 million.

NRB receipts compared with total revenue from motor taxation

Gross central government receipts from motor vehicle taxation between 1973-74 and
1978-79 together with motor vehicle taxation paid to the NRB over the same period are
presented in Table V.4. The percentage of central government motor taxation allotted
to the NRB has fallen from 38 per cent in 1973-74 to alow of 26 percent in 1978-79. The
introduction of road user charges has only had a limited effect in reversing this trend.

National Roads Fund expenditure

A detailed expenditure summary for the NRB for the period 1973-74 to 1978-79 is
presented in Table V.5. The process by which projects are selected was outlined earlier.

All work on the State Highway system is funded by the Central Government in
accordance with the National Roads Act 1953. The NRB may delegate to local
authorities in whole or part its powers of control, maintenance and construction. Work
delegated to local authorities is performed by them as an agency of the Commissioner
for Works.

The Board may transfer to the Commissioner for Works any of its responsibilities
related to the design, supervision, construction and maintenance of the State Highway
network. Payment for these and other administrative tasks performed by the Ministry of
Works and Development is shown in Table V.5 and, between 1973-74 and 1978-79, rose
from $NZ4 million to $NZ10.6 million annually.

As well as funding work on the State Highway system the NRB is also empowered
under the National Roads Act 1953 to financially assist local authorities with their road
commitments. It subsidises work on both county roads and municipal streets. The
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TABLE V.4—NEW ZEALAND: CENTRAL GOVERNMENT MOTOR TAXATION
RECEIPTS, 1973-74 TO 1978-79
(8NZ thousand)

ftem 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79

Motor taxation
Import duties on motor
vehicles and parts 38668 46896 41624 56686 63788 73000
Sales tax on motor
vehicles (exc. parts) 108 300 132700 138400 152300 152 139 174 900
Net motor spirit tax?® 85302 85265 156120 186268 206 162 264 709
Vehicle registration

and associated fees 11958 12532 13038 13708 10448 Dr 110
Mileage tax 5797 6915 7 383 9393 11600 1558
Road user charges — — —_ — — 48 302
TOTAL 271644 304 858 380 465 438 984 486 740 608 043
NRB receipts from motor
taxation 102 514 104 125 100 587 106 555 125325 158 756
NRB receipts as a % of
motor taxation 37.8 34.2 26.4 243 257 26.1

a. Does not include receipts by iocal authorities.
Sources: New Zealand Motor Trade Federation (1979, pp137-8) and Table V.3.

conditions which must be met by local authorities to be eligible to receive a government
subsidy are also set out in the Act. Before agreeing to any subsidy payment, the NRB
may require the local authority to provide information on existing road standards and
conditions and traffic volumes. Subsidies to local authorities are less than the funds
spent on State Highways, being equivalent to about 78 per cent of the latterin 1978-79,
but have increased at a somewhat faster rate between 1973-74 and 1978-79 (Table V.5).

The NRB makes advances to local authorities for roadworks and machinery purchases,
but these are relatively insignificant (Table V.4).

Expenditure from the Consolidated Revenue Account (Vote Roads)

Apart from expenditures made by the NRB from the NRF the Government also makes
annual expenditures from the Consolidated Revenue Account (Vote Roads).
Expenditures from this source are for development roads with funds either being paid
to local authorities in the form of subsidies or being used by Government departments
such as Lands and Survey and Maori Affairs.

In 1977-78 Central Government expenditure on Development Roads totalled $NZ2.12
million. Of this $NZ1.2 million was paid to local authorities for the construction of new
farm-access roads in new farming areas and some other roads of a deveiopment
nature. A further $NZ818000 was made available to the Lands and Survey and Maori
Affairs Departments for use on lands which they were preparing for fand settlement.

THE LOCAL GOVERNMENT ROLE

Local authorities play a major role in the provision of roads in New Zealand. As
illustrated in Table V.1, local authorities have responsibility for over 87 per cent (by
length) of public roads in New Zealand. In total, there are 240 local authorities (102
counties, 137 municipalities and the Auckland Regional Authority) which share this
responsibility.
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TABLE V.5—NEW ZEALAND: NATIONAL ROADS BOARD EXPENDITURE, 1973-74 TO 1978-79

($NZ thousand) .

Item 1973-74 1974-75 1975-76 1976-77 1977-78 1978-79
State highways ‘

Maintenance /ess miscellaneous receipts 16 702 19 662 25 889 29342 37023 43 656

Construction /ess miscellaneous receipts 35 913 40 602 41 620 35 731 37 140 41 308

Total 52 615 60 264 67 509 65 073 74 163 84 964
Subsidies to local authorities 39 343 44 306 47 448 48 232 56 854 66 619
Subsidised highways 1793 1713 1618 1568 1775 1624
Subsidies on transportation surveys 40 42 50 39 5 —
Ministry of Works and Development :

Administration charges 4 027 5812 5757 9 036 9165 ~ 10 600
Advances to local authorities 6 50 54 — 60 65
Fees and travelling expenses 34 37 44 54 78 83
Repayment of advance from Loan : : ‘

Redemption Account — — — 2 000 — 4 000
Miscellaneous 778 1166 2173 2 043 1634 1354
Bailey bridging 122 130 162 358 316 99
Unauthorised 3 4 8 2 2 6
TOTALSZD 98 762 113 525 124 824 128 405 114 054 169 414
Balance in Fund as at 31 March

each year 8 301 2 981 56 2 315 500 7 010

a. Figures may not add due to rounding.

b. These figures differ from those in Table V.2 because that table only includes those expenditures actually spent on constructing and maintaining roads — the first three itemsin

this table.
Source: National Roads Board (1974a-1979a).
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Local authority revenues applied to roads

In New Zealand local authorities have direct access to road user revenues via a local
authorities petroleum tax, drivers’ licences (in some cases), parking charges and traffic
fines. Revenue from these sources is, however, paid into general funds and not
hypothecated to roads. Local authorities also receive roads grants from the Central
Government which must be spent on roads. The four road revenue charges are
described more fuilly below.

Local authority petrol tax

This tax was introduced under the Local Authorities (Petroleum Tax) Act 1970.
Collections commenced in March 1971 with each local authority being allowed to levy
up to NZ0.66 cents per litre on motor spirit and NZ0.33 cents per litre on automotive
distillate sold within their boundaries. Revenue from this source has increased from
$NZ14.8 million in 1973-74 to $NZ18.54 million in 1978-79 (New Zealand Motor Trades
Federation 1979, p137). As previously stated these funds are available for the general
purpose use of each authority.

Drivers’ licences

In New Zealand, drivers’ licences are generally issued by local authorities, subject to
central government conditions, although in many cases by the Ministry of Transport.
The charge is set uniformly across New Zealand at NZ 50 cents per annum. Revenues
collected are paid into the general tunds of the relevant local authorities. Between
1973-74 and 1978-79 revenue from this source has amounted to approximately $NZ1
million annually.

General revenues from land rates, fees, and fines

Revenues from these sources have, since 1973-74 accounted for approximately 40-50
per cent of local authority annual receipts. All revenues received from these sources
are paid into general funds and the allocation of individual revenues to particular
expenditures cannot be determined. They are grouped together here-because it has not
been possible to obtain separate figures for each item.

Grants and subsidies from the central government

Grants and subsidies from the Central Governmentare an importantsource of revenue
for local authorities. Grants from the NRB make up the vast bulk of these revenues.

Loans

Local authorities have the power to raise loans on their own behalf for any of the
services which they provide, although their ioan raisings are subject to vetting by the
central government via the Local Authority Loans Board which is administered by the
Treasury. One of the services is the construction and maintenance of roads. The level
of loans raised varies annually.

Local authority road expenditures

Local authorities in New Zealand make road expenditures both from their own funds
and from grants and subsidies provided by the Central Government. Details of local
authority road expenditures between 1973-74 and 1978-79 are presented in Table V.6.

From Table V.6 and the total road expenditure figures presented in Table V.2 it may be
seen that roads expenditure by local government authorities accounts for
approximately two-thirds of total road expenditure in New Zealand, but thatonly half of
local authority road expenditures are financed from their own sources, with grants
from the Central Government accounting for the remainder. Over the period 1973-74 to
1978-79 locally-sourced expenditures have increased at an average annual rateof15.3
per cent perannum while Central Government grants and subsidies have increased at
the rate of 11.1 per cent per annum.
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TABLE V.6—NEW ZEALAND: LOCAL GOVERNMENT ROAD EXPENDITURE, 1973-

74 TO 1978-79

($NZ thousand)

1973-74 1974-75 1975-76 1976-77

1977-78 1978-79

Expenditure from own-
sourced funds

County 19 985
Municipality 24 463

Total 44 448

Expenditure from central
government funds

21660 23659
29 935 36 894
51595 60 553

44 276 44 407
2219 1749

27 810
38 517
66 327

48 232
1195

35804 41214
41968 47 437
77 772 88 651

56 858 66 565
2120 2743

46 495 46 156 49 327 58 978 69 308

98 090 106 709 115 754 136 750 157 959

NRB 39 307
Roads Vote 2 026
Total : 41 333
TOTAL - 85781
Per cent local-sourced 52
Per cent central
govt sourced 48

53 57
47 43

57

43

57 56

43 44

Source: Table V.2.
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APPENDIX VI—USA

INTRODUCTION

By December 1979 the population of the USA was in excess of 222 million. Much of this

population resided in the densely settied north-east quarter between Chicago and New

York. Population density generally decreases westward, except for the major

. population centres around the west coast cities of Los Angeles, San Francisco and
Seattle.

The USA is a federation of 50 States (Hawaii and Alaska having joined in 1959). The
form of Federal Government is laid down in the United States Constitution. Executive
power is given to the President who is elected by the people every four years (Paxton
1979, p1369). Legislative power is in the hands of a bicameral congress consisting of
the House of Representatives and the Senate. Below this, each State has its own
constitution, judicial system and legislature (Paxton 19879, p1374). The State
governments are also responsible for the organisation of local government withintheir
borders.

THE ROAD NETWORK AND CLASSIFICATION

At 31 December 1978 there were approximately 6252 000 kilometres of public roads in
the USA. The classification of and responsibility for this network is given in Table VI.1.

Over 82 per cent of roads in the USA are classified as rural. The majority of road length
in the USA is under the jurisdiction of the States and local governments. The Federal
Government directly controls 6 per cent of the road network, the State governments 20
per cent and local governments (both county and municipal) 74 per cent. Roads under
Federal Government control are located in Federal parks, forests and reservations and
on Federal Government establishments not a part of the State and local highway
systems. All major systems such as the interstate and defense highway system and the
primary and secondary highway systems are under State government control.

The ‘State Primary System'’ refers to roads designated by the States as their primary
system of State highways. The selection criteria varies greatly among States, but the
system includes the principal intercounty, intercity, and interstate roads in each State.
Where the primary system passes through urban areasbutremains under State contro!
it has been listed in Table VI.1 as a primary system extension. The ‘Secondary System’
is also designated by the State governments and consists of a system of principal
intraregional roads that act as a feeder network to the Primary System. Where these
roads pass though urban areas but remain under State control they are also listed
separately as extensions in Table VI.1. Some States, in addition to designating a
secondary system, are also responsible for constructing and maintaining specified
local roads. These are shown in Table VI.1 as ‘other roads’ under State control.

Roads under local government control have been divided into ‘county roads’ (principal
intracounty roads), ‘town and township roads’ (rural local roads in population centres
of less than 1000 people), ‘other roads’ (rural local roads outside population centres),
and ‘municipal roads and streets’ {all roads within defined municipalities and delimited
unincorporated places not prescribed by the State as primary or secondary
extensions) (Federal Highway Administration 1978, p128).

Superimposed on these State-defined systems are a number of Federal classifications
based on functional usage (reclassified on 1 July 1976) which relate to the Federal
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Government funding mechanisms. The State and Federal classifications are not
separate systems. The Federal classifications only have significance for funding
purposes and there is some overlap with State classifications. The major Federal
classifications are:

e National System of Interstate and Defense Highways;

Federal Aid Primary System;

Federal Aid Secondary System;

Urban Extensions of Federal Aid Systems; and

Federal Aid Urban System.

TABLE VI.1—USA: ROAD LENGTH BY TYPE OF ROAD AND RESPONSIBLE LEVEL
OF GOVERNMENT, DECEMBER 1978

Road classification Rural roads Municipal roads? Rural and
and Ievell of government ’ municipal roads
responsible (1000 (per (000  (per (000  (per
km) cent) km) cent) km) cent)
Federal
Total 371 7 — — 371 6
State
Primary system 649 12 — — 649 10
Secondary system 437 9 — — 437 7
Other (non-urban) ‘ - 48 1 — — 48 1
Primary extension -— — 108 10 108 2
Secondary extension' — — 32 3 32 1
Total 1134 22 140 13 1274 20
Local
County 2747 54 — — 2747 44
Town and township 835 16 — — 835 13
Other (non-urban) 47 1 — — 47 1
Municipal streets — — 978 87 978 16
Total 3629 ral 978 87 4607 74
TOTAL 5134 100 1118 100 6252 100

NOTE: Figures may not add due to rounding.

a. Includes all roads, streets and public ways not under State control in municipalities and delimited
unincorporated places having an estimated population of 1000 or more.

Source: Federal Highway Administration (1979, p128).

The National System of Interstate and Defense Highways was established by the

Federal Aid Highways Act of 1944 and further defined by the Federal Aid Highways Act

of 1956. Itis limited by law to a maximum length of 68 383 km (42 500 miles) except that

other Federal Aid primary routes of satisfactory standard may be incorporated where

they constitute logical additions.

Originally the system was to be completed by 1972 but the completion date has been
extended several times. The provisions of the Surface Transportation Assistance Act
1978 aim At a completed system by 1990. When completed the system will link principal
metropolitan areas, cities and industrial centres of the nation, service national defense
requirements, and connect the USA to Canada and Mexico at suitable border points.
The system generally consists of non-toll, controlled access, divided freeways with
lanes at least 3.66 metres wide, without stop signs, traffic lights, sharp curves or steep
hills. ‘

The Federal Aid Primary System was authorised by the Federal Highway Act of 1921
under which 7 per cent (by length) of all public roads in each State at that date were
declared to be ‘primary’ for funding purposes. This percentage limitation was
discontinued in 1976. The system provides the main means of interstate, intrastate and
regional travel and incorporates the Interstate and Defense Highway System which
constitutes its highest standard sections. It is designated by the State governments
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with the approval of the Secretary for Transportation and excludes roads within city
limits.

This Federal Aid Secondary System consists of approximately 670 000 kms of locally
owned and maintained principal secondary and feeder roads which link farm
distribution outiets and smaller rural communities to the Federal Aid Primary System.
As with the primary system, urban segments of this system are classified separately.

Urban Extensions of Federal Aid Systems were designated because the Federal Aid
Highways Act of 1921, restricted Federal aid to rural roads. However, they are
considered to be integral parts of Federal Aid Systems. Under current legislation an
urban area is one with a population of 5000 or more in, or adjacent to, a municipality.

The Federal Aid Urban System was first authorised by the Federal Aid Highway Act of
1970 and modified by the Federal Aid Highway Act of 1973. It is established in each
recognised urban area and includes high traffic volume arterial and collector routes to
major activity centres and transportation nodes. Designation of the system is subjectto
the approval of the Secretary of Transportation.

ANNUAL ROADS EXPENDITURE

Total annual expenditures on roads by all levels of government in the USA from 1973 to
1978 are presented in Table VI.2. Over this period there has been a shift away from
construction to maintenance, with construction expenditures dropping from 52 per
cent to 44 per cent of total road expenditures, while maintenance expenditures rose
from 25 per cent to 29 per cent.

TABLE VI.2—USA: TOTAL ROAD EXPENDITURE, ALL LEVELS OF GOVERNMENT,
1973-78

(US$ million)
1973 1974 1975 1976 1977 19782

Capital expenditure 12169 13 116 na 13891 13026 14 412
Maintenance expenditure 5947 6562 na 7735 8612 9462
Administration 1746 1780 na 2209 2194 2547
Police and safety 1892 2116 na 2632 2842 3031
Bond interest 1038 1077 na 1229 1272 1379
Total direct expenditure 22 793 24 651 na 27 696 27 946 30 831
Bond redemptions 1406 1438 na 1567 1650 1679
TOTAL 24 199 26 089 na 29263 29596 32510

a. Provisional figures only.
na not available.
Source: Federal Highway Administration (1974-1979).

DIVISION OF RESPONSIBILITY FOR ROADS

The statutory responsibilities of the Federal and State governments in the USA are
determined by the United States Constitution. Under Article 1, Section 8, the United
States Congress is empowered to ‘establish Post Offices and Post Roads’ (roads used
by the United States Mail). The 10th Amendment to the Constitution, ratified 15
December 1791, states:

The powers not delegated to the United States by the Constitution, nor prohibited by itto
the States, are reserved to the States respectively, or to the people. (Office of the Federal
Register 1979)

[t must therefore be assumed that, as part of the unspecified residual, alt public roads
other than post roads and roads in Federal Territories are the responsibility of the State
governments. In practice, the Federal Government has never constructed any post
roads.
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The State governments have, to a large extent, delegated their roads responsibilities to
local government authorities. The extent of this is shown in Table VI.1. The State
governments’ central concerns are with the heavily trafficked interregional and
interstate routes.

In aggregate, State governments control only 22 per cent of rural roads and 13 per cent
of municipal roads (20 per cent of all roads) while local authorities control 71 per cent of
rural roads and 87 per cent of municipal roads (74 per cent of all public roads).

THE FEDERAL GOVERNMENT ROLE

As mentioned earlier the Federal Government has only limited constitutional roads
responsibilities and directly controls only 6 per cent of the road network, most of this
being in national parks and on Federal Government installations. It has, however,
accepted a much wider role in the development and funding of the road system.

Federal Government departments involved with roads

Several Federal departments have responsibilities in the roads area. In most cases
these are ancillary to the principal objectives of the departments, although two
departments, Transportation and the Interior, do have direct roads responsibilities.
The Department of Transportation’s involvement with roads occurs via the Federal
Highway Administration (FHWA) while that of the Department of the Interior is via the
National Park service. ‘

Federal Highwéy Administration

The FHWA is the successor to the Office of Road Inquiry and Bureau of Public Roads. It
became a component part of the Department of Transportation following the
Department’s establishment in 1966, and is responsible for carrying out the highway
program role of the Department.

The work of the FHWA encompasses highway transportation in its broadest sense,
seeking to co-ordinate highway and other transport modes to achieve the most
effective balance of transport systems under Federal control. The main functions and
activities of the FHWA include:

e administration of the Highway Trust Fund (HTF) and the Federal Aid Highway
Program of financial assistance to the States for highway construction;

e approval and review (at key stages) of those projects on which Federal Aid
Highway funds are to be used;

e co-ordination and funding of a wide-ranging research and development program
directed toward the problems of traffic congestion, street and highway safety,
effective design and reduced construction and maintenance costs and the social,
economic and environmental impact of highways;

e ensuring that the States follow a system-oriented planning process; and

e development and administration of the National Highway Institute training
programs for State and local employees engaging in Federal Aid Highway work.

National Park Service

The National Park Service was established in 1916 to administer the extensive system
of national parks, monuments, historic sites and recreation areas. It implements park
management plans which include the construction and maintenance of roads and
transport facilities generally. Almost all work on roads in national parks and on historic
sites is carried out by the FHWA for the National Park Service.

Federal Government legislation relating to roads

The first Federal roads legislation was enacted in 1916 when US$75 million was allotted
to the States on an area/population/road length formula, provided they establish either
a Highways or Transport Department to administer the funds and accept matching
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quotas. In 1921 the States were required by the Federal Government to designate 7 per
cent of their existing roads as primary highways and separate Federal allocations were
made for these highways.

The Federal Aid Highway Act of 1944 established three separate funding categories:
Primary Highways, Urban Extensions and Secondary Highways. These received 45, 25
and 20 per cent of the allocation respectively with the remaining 10 per cent being a
discretionary allocation. The Federal Aid Highway Act of 1952 authorised the first
specitic Federal funds for the Interstate and Defense Highway System, and provided
that construction of this system would be financed on a 50/50 Federal/State basis’.

In 1956 two Acts, the Federal Aid Highway Act and the Highway Revenue Act
revolutionised Federal road funding by establishing the Highway Trust Fund (HTF).

The Department of Transportation Act of 1966 established the Federal Highway
Administration and gave it the authority to administer the HTF. Since 1970 there have
been four main Federal Acts related to roads. Each has had the effect of expanding the
uses to which HTF revenues may be put and extending the life of the HTF.

The Highway Trust Fund (HTF)

Prior to 1956, all revenues collected from Federal road related taxes were paid into
general funds and were not hypothecated to road purposes. In 1956 the Eisenhower
administration introduced the Federal Aid Highway Act which initiated a major new
program of Federal assistance for highway construction (especially the Interstate and
Defense Highways System). This increase in Federal assistance required the raising of
extra Federal taxes to finance the program, but these increased taxes were opposed by
Congress unless they were to be hypothecated to roadworks.

The result of this Congressional opposition was the establishment of the Highways
Trust Fund (HTF) under the Highway Revenue Act of 1956 as ‘a closed, assured
mechanism of highway assistance’ (Wheeler 1978, pxi). The HTF is under the direct
control of the FHWA. Although it was used for most Federal highway programs?, its
main thrust was aimed at the speedy completion of the Interstate and Defense Highway
System, and it was intended that the HTF would cease and the taxes which feed it revert
to previous levels on the completion of that system.

The HTF was originally conceived as a mechanism for establishing a national highway
system. Revenues placed in the HTF were intended solely for this purpose.
Maintenance was considered to be a State financial responsibility.

In the face of State budgetary shortages, however, the Federal Government was forced
to assume greater responsibility to protect its investment. This change has been so
great that, under 1978 legislation, maintenance of the interstate, primary and
secondary systems becamea permanent feature of HTF funding programs. Atthe same
time, bridge repair programs were initiated.

In addition, funding of mass transit was included (both in its own right and as a
substitute for highway projects) as an HTF program in the early 1970s. This is
discussed later in this Appendix.

HTF revenues

Essentially the HTF is a holding device fordedicated funds. The funds are the revenues
derived from a number of taxes specified in the Highway Revenue Act of 1956 and
subsequent amending legislation.

Of the taxes which feed the Fund, most existed prior to 1956 and were simply
channelled into the HTF (and in some cases increased). Since 1956 the tax rates and
the overall number of taxes credited to the HTF have increased. Table V1.3 shows the

1. The Federal share was increased to 60 per cent in 1954 and 90 per cent in 1956.
2. Since 1958 over 90 per cent of Federat highway programs have beenfunded from the HTF, the main exception
being forest highways.
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TABLE VI.3—USA: FEDERAL HIGHWAY-RELATED TAX LEVELS, 1956-84

1956-pre  1957-under Highway 1961-under Federal 1975-under Surface 1 Oct 1984
Highway Revenue Act 1956  Aid Highways Act Transportation on cessation
Trust Fund? 1961 Assistance Act of HTF
1975
Motor fuel
Gasoline cents per gallon 2 3 4 4 1.5
Diesel cents per gallon 2 3 4 4 1.5
Other special cents per gallon 2 3 4 4 1.5
Lubricating oil cents per gallon d d d 6 6
Rubber
Tyres cents per pound 5 gb 10 10 5
Tubes cents per pound 9 9 10 10 9
Treadrubber cents per pound — 3 5 5 —
Trucks, buses and per cent of wholesale
trailers price 8 10¢ 10¢ 10¢ 5
Truck and bus parts per cent of
manufacturer's d d d 8 5
wholesale price
Annual Heavy Vehicle per 1000 pounds
Use Tax if weight exceeds — 1.50 3.00 3.00 —

26 000 pounds ($)

a. Before the Highway Trust Fund these taxes were deposited in the general fund.

b. Only 3/8 accrued to the Highway Trust Fund in 1956-1957 but 100 per cent thereafter.
c. Only 1/5 accrued to the Highway Trust Fund in 1956-1957, 1/2 in 1957-1958 to 1965-1966 and 100 per cent thereafter.
d. Taxes on parts and accessories and lubricating oil were levied but were not put into the Highway Trust Fund until 1966.
Source: Wheeler (1978, p17 and p36).
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taxes credited to the HTF and the levels applicable in 1957, 1961 and 1978 as well as the
levels which will prevail if the HTF is disbanded in October 1984, as specified under
current legislation®.

Table V1.4 presents information on the revenues paid into the HTF from 1970-71 to
1977-78. Fuel taxes constitute by far the largest single component of HTF revenues,
accounting for 60 to 70 per cent of HTF revenues.

TABLE VI.4—USA: NET REVENUES TO THE FEDERAL HIGHWAY TRUST FUND,
FISCAL YEARS 1970-71 TO 1977-78
(US$ million)

ftem 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 1976-77 1977-78
Motor fuel 3934 3893 4159 4301 4340 4219 4707 4722
Lubricating oil 52 73 80 94 84 56 76 80
Tyres 576 632 721 838 744 546 758 762
Innertubes 23 24 29 33 33 25 30 31
Tread rubber 30 27 31 24 20 23 25 25
Trucks, buses

and trailers 693 436 380 614 602 219 708 851
Parts and acces-

sories 85 87 104 131 143 116 165 188
Federal heavy

vehicle usage 148 150 161 225 222 209 240 246
TOTAL 5541 5322 5665 6260 6188 5413 6709 6905

a. Untld 1975-76 year ended 30 June; thereafter, year ended 30 September.
Source: Federal Highway Administration (1979a, p58).

Of the new taxes introduced in 1956, the annual heavy-vehicle use tax is of most
significance. It was introduced because taxation equity between classes of highway
users was a stated goal of the Highway Revenue Act. The tax, which consists of a flat
rate per 1000 pound of the gross weight of vehicies over 26 000 pound, was intended to
establish a more equitable relationship between user charges and highway
construction costs for various highway user classes.

HTF expenditures

Under the 1956 legislation establishing the HTF it was stipulated that receipts and
expenditures should balance - presumably over the medium to long term. Except
where otherwise specified, HTF revenues are provided for construction and
reconstruction purposes only. The main exception is the Resurfacing, Restoration and
Rehabilitation Program (RRR) program (see below) which was established to maintain
the Interstate System. Between 1956-57 and 1969-70 the balance inthe HTF fluctuated
but remained below US$2000 million. Since then, however, and despite the 1956 stipu-
lation that expenditures should equal revenues in the medium to long term, the annual
balance in the Fund has grown rapidly. This is the result of the anti-inflationary fiscal
policies of successive United States administrations which have called for restraint in
Government spending.

Table V1.5 shows for the years 1968-69 to 1977-78 the annual receipts and expenditures
of the HTF, the annual balance of the HTF. together with the level of general fund
highway expenditures (ie, financed from sources otherthan the HTF) and total Federal
highway expenditures. Except for an excess of expenditure over revenue in 1975-76
and an abnormally low level cf revenue in 1971-72 (due to the fuel shortage) HTF
revenues have exceeded HTF expenditures by over US$1000 million per annum since
1970. This had led to a cumulative balance in the Fund which totalled US$11 673 million
at the end of 1977-78, almost double the HTF expenditures made in that year.

1. Whether the HTF will actually be disbanded then is rather uncertain in view of a Senate vote on 21 August
1978, which was 75-10 against discontinuing the HTF.

91



c6

TABLE V1.5 - USA: RECEIPTS, EXPENDITURES AND ANNUAL BALANCES OF THE HIGHWAY TRUST FUND, FISCAL YEARS
1968-69 TO 1977-78 '
(US$ million)
1968-69 1969-70 1970-71 1971-72 1972-73 1973-74 1974-75 1975-76 Transition 1976-77 1977-78
quarter? )

Annual receipts 4690 5469 5725 55280 5912 6675 6774 6000 1690 7302 7567
Annual expenditures

Interstate . 3148 3286 3454 3467 3394 3017 2902 3435 856 2950 2763
- Non-interstate 1003 1092 1231 1223 1417 1582 1941 3 086 902 3197 3295

Total 4 151 4378 4685 4690 4811 4599 4843 6521 1758 6147 6058
Excess receipts 539 1091 1040 838 1101 2076 1931  -521 -68 1155 1509
Balance in fund 1521 2612 3652 4490 5591 7667 9598 9077 9009 10164 11673

(year ended)
Interstate as a

percentage of 75.8 751 73.7 73.9 70.5 65.6 59.9 52.7 48.7 48.0 45.6

total expenditure
General fund programs 382 434 481 548 528 528 572 589 155 615 421
Total federal highway

expenditure 4533 4812 5166 5238 5339 5127 5415 7110 1913 6762 6479

a Until 1975-76 year ended 30 June; thereafter, year ended 30 September.
b. Receipts from fuel oil tax were down in 1972 due to severe fuel shortages.

Source: Wheeler (1978, p17 and p36).
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The other important factor brought out in Table V1.5 is the declining importance of
Interstate Highway expenditures in total expenditures from the HTF. In 1968-69
Interstate Highway expenditures made up 75.8 per cent of total HTF expenditures. Over
the next 9 years this percentage declined steadily until Interstate Highway
expenditures represented 45.6 per cent of total HTF expenditures in 1978. This relative
decline in importance is the result of the cumulative impact of three factors:

e impoundment of revenues by successive administrations in the early 1970s;
o |ower authorisations since 1974; and
® the broadening base of programs to be funded by the HTF.

A more detailed breakdown of expenditures by type of expenditure for calendar years
1977 and 1978 is presented in Table VI.6'. From this Table the relative importance of
each highway category 10 the total funding program can be seen.

TABLE VI.6—USA: FEDERAL HIGHWAY EXPENDITURE BY HIGHWAY CATEGORY
FOR CALENDAR YEARS 1977 AND 1978

1977 1978
(USSm} (per cent) (US$m)  (per cent)
Highway Trust Fund
Interstate 2739 48 2 764 47
Primary 1111 20 1305 22
Secondary 349 6 383 7
Urban 696 12 680 11
Planning and research 95 2 117 2
Highway Safety 391 7 427 7
Other 272 5 207 4
Total 5 653 100 5 883 100
General and other funds 284 421
TOTAL 5 937 6 304

Source: Federal Highway Administration (1978 and 1979)

Federal highway assistance programs

Decisions on the aggregate level of highway finance and its allocation between
programs are made by Congress in consultation with the President and the Department
of Transportation and contained in relevant legislation. Since 1956 the duration of the
appropriate legislation has varied from two to four years. Funds are made available to
the States on completion of projects.

Under the Federal Aid Highway Act 1956 Federal assistance to the States for highway
construction was provided under eight programs, two funded from the HTF and the
remaining six from general funds. Since that time the number of programs, the funding
source and the type of projects eligible for Federal funding has ailtered greatly. The
Federal Aid Highway Act 1976, for example, provided funds for 34 separate programs
{many minor), most being funded from the HTF. This number of programs has been
reduced somewhat in the current legislation, the Surface Transportation Assistance
Act 1978, which consolidated a number of program categories to allow the States
greater flexibility in the use of the funds supplied.

The type of roadworks eligible for Federal funding (from both the HTF and general
funds) has increased with the number of Federal programs. In 1956 Federal funds could
only be used for highway construction. Since then Federal funds have become
available for planning and research, urban streets, mass transit (urban public
transport) and highway maintenance projects. The use of HTF funds has also

1. As Table V1.5 is in fiscal years and Table V1.6 is in calendar years, the figures presented are not directly
comparable.
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diversified. In 1956 HTF funds were limited to highway construction. Since then,
however, use of the HTF has been extended until, today, aimost all highway and
highway-related programs (eg mass transit programs) except for a number of minor
programs (mainly related to forest highways development and off-system highways
and highway beautification) are at least partially funded by the HTF. The HTF financed
94 per cent of total Federal hlghway expenditurein 1977-78 (Table V1.5) compared with
88 per cent in 1956-57.

Due to the large number of Federal highway programs currently in effectonly the major
programs will be discussed here. A more detaifed account can be found in Wheeler
(1978) and the Congressional Quarterly Aimanac (1978). The major highway-related
programs are: : .

e the Interstate and Defense Highway Program;

the ABCD Program;

the Resurfacing, Restoration and Rehabilitation (RRR) Program;
mass transit programs; and

highway safety programs.

The Interstate and Defense Highway Program

The system was announced in 1944, designated as a system (of 41000 miles) in 1947,
and received its first specific funding authorisation on a 50-50 Federal/State basis in
1952. In 1954 the Federal share was increased to 60 per cent.

In 1956 the system was singled out for accelerated completion overa 13 year period. To
achieve this, funding levels were greatly increased to cover the expected completion
cost (as of 1956) of US$27 billion, and the Federal Government’s contribution was
increased to 90 per cent (US$25 billion).:

Annual appropriations between the States were determined according to the estimated
completion cost of the system in each State.

Since 1956 the estimated completion date for the system has been extended many
times, but the system is now over 90 per cent complete. The current completion date is
October 1990 with a requirement that ali remaining projects mustbe under contract by
30 September 1986. The main reasons for the deferral of completion are:

e changes in design standards and associated cost increases;

extension of the system by 1500 miles in 1968;

the effect of inflation on available funds;

broadening the uses of the HTF;

impoundment of HTF funds under the Nixon and subsequent administrations;
lowering of authorisations since 1974; and

use of part of the authorisation for maintenance purposes since 1978.

The ABCD Program

In 1956 this was the only other program funded by the HTF. Initially known as the ABC
Program, it funded three highway systems:

e the primary highway system;
e the secondary highway system; and
e the urban extensions to the primary highway system.

Between 1956 and 1970 these three systems were funded on a 50-50 Federal/State
basis with primary highways receiving 45 per cent, secondary highways 30 per centand
urban extensions 20 per cent of total ABC Program allocations. The remaining 5 per
cent could be allocated at the FHWA'’s discretion.

Appropriations between States were made 1/3 on area, 1/3 on population and 1/3 on
road length.

In 1970 the Federal Aid Highways Act added urban arterial roads to the Program which
then became known as the ABCD Program. Allocation of the funds between the

94




Appendix VI

systems became: primary 45 per cent; secondary 25 per cent; urban extensions 20 per
cent; and urban arterials 10 per cent. Further, as of September 1974 all ABCD Programs
became 70/30 Federal/State funded. In 1978 the Federal share was increased to 75 per
cent.

While A, B and C project funds are still appropriated between the States on a basis
similar to that set down in 1856, D project funds are appropriated in accordance with
the percentage of urban to total population in each State.

Since 1970 transfers of up to 20 per cent of funds allocated to A, B, C and D programs
have been allowed between categories. In 1973 this transfer allowance was increased
to 40 per cent.

Since 1976 non-Interstate projects have become eligible substitutes for unwanted
segments of the Interstate system. The funding level for these substitutions does,
however, revert to the lower funding level.

Resurfacing, Restoration and Rehabilitation Program

As mentioned earlier HTF funds were originally intended for use on road construction
with maintenance remaining a State responsibility. However, increasing State
budgetary shortages have forced the Federal Government to allow HTF funds to be
used for maintenance to protect the large investment already made. Under the Federal
Aid Highways Act 1976 US$175 million annually was made available for RRR programs
on the Interstate system for segments over five years old. A similar provision was made
for non-Interstate highways.

This was achieved through redefinition of the term ‘construction’. Hence, no extra
funds were allocated for this purpose.

The Interstate RRR program was extended in 1978 with atlocations being increased to
US$275 million for each of 1980-81 and 1981-82. Under the Surface Transportation
Assistance Act 1978 each State is currently required to spend at least 20 per cent of its
primary and secondary system authorisations on RRR type projects.

Mass transit programs

The first instance of Federal assistance to masstransit was in 1970. Approval was given
for the use of Federal highway aid for the construction of exclusive bus lanes and
various other facilities to serve bus passengers, contingent on the avoidance of
highway construction and the provision of equivalent capacity.

In 1973 approval was given for the substitution of mass transit projects for non-
essential segments of the Interstate system. Thisrequired approval of the Secretary for
Transportation and funding of mass transit projects was from general funds not the
HTF. These allocations were in addition to Urban Mass Transportation Administration
(UMTA) allocations which were also made from general fund.

Under the 1978 legislation most mass transit programs are now 80 per cent Federally
funded. Those substituted for Interstate highway segments are, however, 85 per cent
Federally funded.

Highway safety programs

The first instance of Federal assistance for highway safety occurred with the Highway
Safety Act 1966 with funds being provided from general funds. A separate general fund
authorisation was made for Federal research and development programs. In 1966 a
national safety agency was established and States which did not institute a safety
program were penalised 10 per cent of their Federal aid funds.

In 1978, legislation was passed authorising the payment of US$175 million in both
1980-81 and 1981-82 to be funded from the HTF to pay for safety programs carried out
by the National Highway Traffic Safety Administration (NHTSA) subject 1o States
enforcing a maximum 55 mph speed limit.
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General fund programs

Of the general fund programs the two most important ones are the Appalachian
Regional Development Highways Program and the Forest Development Roads and
Trails Program. Under the former, the Appalachian region was singled out in 1965 for
special development assistance through the construction of a 2350 mile (3780 km)
Development Highway System and 1000 miles (1600 km) of access roads. Financing
was via a lump sum payment of US$849 million from general funds to cover the Federal
Government’s 70 per cent share in the project.

In 1967 the program was increased by 1000 miles and in 1971 payment was converted to
annual authorisations, similar to other programs. Since its inception this has been one
of the largest general fund highway programs. By 1979- 80 annual obligations for this
program were in the range US$150-200 million.

The Forest Development Roads and Trails Program is a permanent program funded
from general funds within annual appropriations at a level equal to 10 per cent of
revenues received from national forest activities.

The evaluation and priority programming of road projects

Toencourage proper and efficient use of the funds it provides, the Federal Government
supervises those road programs on which Federal aid highways funds are spent. As
part of this supervision process each State is required to develop a systematic means
for considering the social, economic and environmental effects of proposed highway
projects. To aid the States in doing this, the FHWA developed the Highway Investment
Analysis Package (HIAP) in the mid-1970s. It is not, however, compulsory and each
State is free to use this package or to develop its own systematic analysis package.

The HIAP package is a computerised cost-benefit and cost-effectiveness analysis
consisting basically of two modules, project evaluation and program development.

The project evaluation module uses microeconomic theory to analyse alternative road
improvements and to estimate user performance (travel time, vehicle operating costs
and accidents etc) and public performance measures (emission and noise levels) for
both the improved road and non-improved road alternatives overa 10-15 year period.
Key parameters such as the value of travel time and the discount rate are specified in
the package to develop consistent economic measures.

The program development module uses the aggregate measures calculated for project
alternatives at all sites to develop candidate investment programs using marginal
analysis to allocate a budget among sites to achieve the best program possible under
the funding limitation. If desired, minimum funding levels for different functional
classifications of road may also be included.

The resulting evaluation measures for alternative programs may then be combined by
the decision-maker with other social and environmental considerations not suited to
cost-benefit analysis.

It was not possible to determine how representative the HIAP package is of the general
level of roads evaluations undertaken by the States. It is known, however, that some
States employ considerably less sophisticated methods.

Federal control over grants to the States

As in Australia, the Federal Government exercises differing degrees of control over the
use of the funds which it provides to States and local authorities depending on the
category of road on which the funds are to be used.

The Interstate System was originally designated by the Federal Government in 1947
and incorporated into the Primary Highway System and its urban extensions. Although
originally planned for completion by 1969 the current schedule is due for completion
by 1990. All aspects of design and engineering standards together with general
alignment are prescribed by the Federal Government in a manner similar to that of the
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Federal Government in Australia with regard to the National Highway network. in the
USA, however, the States do have some degree of flexibility in that they can choose to
have certain sections of road or proposed road removed from the system and have the
funds that would have been spenton these sections allocated to other programs. These
decisions must, however, be made by the end of 1982, The Federal Government
supervises and approves individual projects in the Interstate Highway system, for
which it provides 90 per cent of the funds. Funds are allocated between the States
according to the length of the designated system remaining to be completed in each
State. However, given that the system is 90 per cent complete and standards and
alignment already established there is now little flexibility for either Federal or State
government.

For all roads other than interstate Highways, considerably less Federal supervision and
control of the use of funds is exercised. Although the Federal Government allocates
funds to individual categories of road, it is the responsibility of the State authorities to
evaluate the alternative and competing demands and develop program and funding
levels for each expenditure category. The principal concerns of the Federal
Government with regard to roads other than Interstate Highways are that funds should
be efficiently allocated and competing uses properly evaluated, that a ‘systems
planning’ rather than ‘project planning’ process be followed, and that the required
State/local matching quotas are met. Up to 40 per cent of Federal funds allocated to
individual ABCD program categories may be transferred to other program categories
with Federal approval, and supervision of the use of Federal funds at other than the
Interstate Highway level is largely accomplished by FHWA staff attached to the
individual State road authorities.

THE STATE GOVERNMENT ROLE

Since 1916, each State has been required to have its own department of transport or
highways to be eligible for Federal highway assistance. These departments act as the
main channel for Federal/State highway relations.

As shown in Table V1.2, State governments have direct financial and administrative
responsibilities for approximately 20 per cent of the public roadsinthe USA. They also
financially assist local authorities (which control approximately 74 per cent of the road
system) and act as an intermediary between Federal and local authorities.

State Government revenues used for road purposes
The State governments use revenue obtained from three main sources to fund the road
systems under their control. These sources, in descending order of importance, are:

e State taxes and other revenues;
e Federal government grants; and
e payments from local authorities.

Details of the revenue obtained from each source between 1974 and 1978 are presented
in Table VI.7.

State highway user taxes account for 50-60 per cent of State road-related receipts
annually while Federal Government grants account for 20-30 per cent. State highway
user taxes consists of fuel taxes, motor vehicle registration fees and drivers’ licence
fees.

Fuel taxes

Each State levies taxes on motor fuels in addition to the Federal fuel taxes. In 1970 State
taxes on petrol (motor spirit) ranged from US 5 to 12 per cents per US gallon, with the
majority of States charging US 8.5 cents or more per galton.

All States except Vermont and Wyoming also levy taxes on diesel (automotive
distillate) and by 1979 some States were also applying a higher tax on diesel. The
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reason for this is to tax more heavily large commercial vehicles which cause more
damage to roads than cars. Five States do not levy taxes on LPG while in eight States a
tax is levied but is lower than that applying to motor spirit.

TABLE VI.7—USA: STATE GOVERNMENT RECEIPTS APPLIED TO ROAD
EXPENDITURE, 1974-78
(US$ million)

1974 1975 1976 1977 1978

State funds
State Highway-user tax revenues 11217 11325 12172 12715 13529

Net road and crossing tolls 966 1053 1116 1175 1237

Other State General Fund

imposts - 508 572 677 837 1055

Miscellaneous income 550 539 513 547 742

Total 13241 13489 14478 15274 16563
Federal funds

FHWA 4912 5727 6 221 5799 6 280

Other agencies 156 237 259 341 399

Total 5 068 5 964 6 480 6 140 6 679
Local government transfers 217 203 218 221 260
Bond proceeds 841 1410 1459 1184 923
TOTAL RECEIPTS 19367 21066 22635 22819 24425

Source: Federal Highway Admipiétration (1974-1979).

In most States, non-highway petrol use is taxed but refundable, whereas non-highway
use of other funds is not taxed at all.

Between 1974 and 1978 State net receipts from motor fuel taxes grew from US$8154
million to US$9791 million. The revenues were disbursed as shown in Table VI.8.

TABLEVI.8—USA:DISBURSEMENT OF STATEMOTOR FUEL TAX RECEIPTS, 1974-
78 ‘
(US$ million)

1974 1975 1976 1977 1978
Costs of collection 65 78 na 91 88
State administered highways 5 263 5 255 na 5710 5925
Local roads and streets 2 468 2 547 na 2 872 3127
Mass transportation projects 68 149 na 315 326
Non-road purposes 290 312 na 320 325
TOTAL 8 154 8 341 na 9 308 9 791

na not available.
Source: Federal Highway Administration (1974-1979).

Heavy vehicle taxes

Approximately half the States levy chargés on large goods and passenger vehicles.
These take one of three forms: taxes on gross receipts offor hire carriers (at rates of 0.5
to 3 per cent); mileage taxes (per ton-mile, axle-mile, or vehicle mile), or fuel surtaxes’.

Motor vehicle registrations

Each State requires that vehicles using public roads be registered, and imposes
registration taxes. There is a great diversity of taxes and fees collected, and the

1. For example, in 1965 Kentucky and Virginia levied taxes of US 2 cents per gallon on trucks with 3 or more
axles (US Department of Transportation, 1968, p12). Unfortunately, more up to date information was not
readily available.
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registration practices for commercial vehicles differ greatly between States. Legal and
administrative provisions governing the disbursement of these revenues vary from
State to State and no generalisation regarding their use could be drawn from the
available information.

Drivers’ licences

Every State requires that motor vehicle drivers be licensed and pass an examination
before alicence is issued. The costand term of these licences vary greatly from State to
State.

Payments by local authorities

Local authorities are in some cases required to contribute to road projects which
overlap the responsibilities of both levels of government. In 1976-77, State receipts
from local authorities totalled US$114 million.

State highway-related expenditures

State highways or transport departments make both direct and indirect road
expenditures. They make direct expenditures on the State-administered highway
system and make financial grants-in-aid to local authorities.

Details of State road expenditures between 1974 and 1978 are presented in Table VI.9.
Construction expenditure has decreased from 51 to 46 per cent of total road
expenditure, due mainly to adecrease in real expenditure onthe Interstate system. The
other main change is the increasing importance of maintenance and traffic services.

The above expenditure levels inciude expenditure sourced from Federal grants made
to the State authorities. Capital expenditure on the Federal Aid highway system has
dropped from 44 per cent to 40 per cent of total annual highway expenditures by the
States between 1974 and 1978. Also, approximately 15 per cent of the State
expenditures are in the form of grants-in-aid to local authorities to assist them with
their road programs.

LOCAL GOVERNMENT ROLE

By far the largest proportion (74 per cent) of the public road system in the USA is
administered by local government authorities.

Local government revenues used for road purposes

Local authorities in the USA have several sources of revenue which they use to fund
road works. These include own-sourced income, grants from senior levels of
government and borrowings.

Local own-sourced revenue is of two types, road-related and general purpose. Local
road-related revenues inciude:

® road and crossing tolis;

e parking charges;

e traffic fines; and

e other local road user imposts.

In addition part of the $ollowing general revenues raised by local authorities are also
applied to roads:

e property taxes and special assessments; and

e general fund appropriations.

This latter group of revenues is not raised specifically to fund roads but may in part be
used for that purpose.
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TABLE VI.9—USA: STATE GOVERNMENT HIGHWAY EXPENDITURES, 1974-78

1974

(US$m) (per cent)

1975

(US$m) (per cent)

1976

(US8m) (per cent)

1977

(US$m) (per cent)

1978
(US$m) (per cent)

Construction i
Interstate highways 3736

19 3773 18 3748 18 3223 15 3 411 14

Other federal aid roads 4 981 25 5798 27 5572 26 5 332 25 6 160 26

Other roads and streets 1355 7 1440 7 1260 6 1136 5 1434 6

Total 10 072 51 11011 52 10580 50 9 691 45 11 005 46
Maintenance and traffic ' 7

services 2701 14 2987 14 3 165 15 3515 17 4 095 17
Administration and highway

police 2 263 12 2 462 12 2 661 12 2928 14 3216 14
Bond interest 824 4 855 4 917 4 938 4 994 4
Grants-in-aid to local

governments ' 2983 15 2 941 14 3 169 15 3423 16 3616 15
Bond retirement 859 4 874 4 899 4 944 4 954 4
TOTAL 19 702 - 100 21131 100 21 391 100 21 440 100 23 880 100

Source: Federal Highway Administration (1975-1979).
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As well as the above the local authorities also receive road grants from the State
governments and from the Federal Government passed on by the States, and may also
make both long and short term borrowings for road purposes.

Details of the revenue obtained from each of these sources for the years 1976 and 1977
are presented in Tabie VI.10. Own-sourced revenues account for 53-54 per cent of the
total local authority road-related revenues and grants-in-aid from the State and Federal
governments account for approximately 36 per cent. Borrowings account for
approximately 10 per cent.

TABLE VI.10—USA: LOCAL GOVERNMENT REVENUES APPLIED TO ROADS, 1976
AND 1977

1876 1977
(USSm) (per cent) (US$m) (per cent)

l.ocal revenues

Property taxes etc 1762 16 1 836 15
General fund appropriations 2 954 27 3 161 27
Local highway imposts 218 2 223 2
Other local imposts 231 2 273 2
Road and crossing toils 240 2 246 2
Traffic fines 208 2 228 2
Miscellaneous 352 3 355 3
Total 5 963 54 6 322 53
State and Federal grants
State 3 240 29 3365 28
Federal 716 7 964 8
Total 3 956 36 4 329 36
Borrowings 109 10 1307 11
TOTAL 11 010 100 11 958 100

Source: Federal Highway Administration (1977 and 1978,

Local government road expenditures

Local government road expenditures for the years 1976 and 1977 are presented in
Table VI.11. Capital expenditures account for 25-27 per cent of local government road
expenditures, while maintenance expenditures account for 41-43 per cent. Actual road
and bridge construction accounts for 22-24 per cent of all expenditures while road and
bridge maintenance accounts for approximately 35 per cent.

DISTRIBUTION OF FINANCIAL RESPONSIBILITY FOR ROADS IN THE USA

The financial responsibility of each level of government for roads differs greatly
between road categories. In aggregate, the Federal Government provided
approximately 26 per cent oftotal road expenditure in 1978, State governments 43.7 per
cent and local authorities 30.3 per cent.

The situation is, however, very different when individual categories of road are
examined. Of the National (Interstate and Defense) Highway system the Federal
Government in 1978 covered over 86 per cent of expenditure, the State governments
covering the remaining 14 per cent. At the arterial road level the Federal Government
provided 25.5 per cent of finance, the State governments 72.1 per cent and local
authorities 2.4 per cent. At the local road and street level the Federal Government
provided 8.5 per cent of the finance, the State governments 29.5 per cent and local
authorities 62 per cent.
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TABLE VI.11—USA: LOCAL GOVERNMENT AUTHORITY ROAD EXPENDITURES,

1976 AND 1977

1976 1977
(US$m) (per cent) (US$m) (per cent)

Capital expenditure ‘

Construction 2622 24 2614 22

Other 350 3 358 3

Total 2972 27 2972 25
Maintenance expenditure

Roads and bridges 3 834 35 4 259 36

Snow removal 347 3 426 4

Traffic services 290 3 318 3

Total 4 471 41 5003 43
Administrative services

Administration 645 6 705 6

Traffic police 1 209 11 1 301 11

Other 67 1 72 1

Total 1921 18 2078 18
Interest 338 3 355 3
Debt retirement 924 8 989 9
Payments to other government 277 3 . 276 2
TOTAL 10 903 100 11 673 100

Source; Federal Highway Adm;nistration (1977 and ﬁ978).
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