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ABSTRACT: The history of recent Commonwealth assistance for roads
and urban public transport reveals that there is often
a dichotomy between, on the one hand, the assumptions
used in both federal planning and programming and social
cost benefit evaluation in relation to such assistance,
and on the other hand, the practicalities of tiying to
centrally control and direct this assistance and the
actual practices adopted by transport administrators when

making their investment decisions. This paper looks at

several features of recently evolved federal controls over
the use of roads and urban public transport ass.stance
provided by the Commonwealth. It then briefly examines
divezgences between the investment patterns indicated as
warranted by social cost benefit evaluations and that
pattern resulting from Commonwealth legislation. The
views expressed in this paper do not necessarily represent

those of the Commonwealth Treasuzy.
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INTRODUCTION

An increased Federal influence on land transport
planning was a major objective of legislation providing Com-
monwealth financial assistance for roads and urban public
transport under the Labor administration. This paper examines
‘the effectiveness of the approval process instituted over the
.1ast three years and comments on the means used to allocate
federal funds to particular projects. 1In this paper consider-
ation is limited to Special Appropriations based on the Common—
‘wealth's powers under Section 96 of the Constitution.

The amount of Federal financial assistance pro-
vided for land transport since 1973(1) has been based largely
on_investment analyses which have utilised discounted cash

flow techniques, usually social benefit cost analysis (SBCA)(Z).

As assistance for roads and urban public transport
(UPT) accounted for an estimated 24% of specific purpose assis-
tance to the States for capital works in 1974/75(3) such in-

Assistance provided under the terms of the Roads Grants

Act 1974, National Roads Act 1974, Transport (Planning

and Research) Act 1974, Urban Public Transport (Research

and Planning) Act 1974, States Grants (Urban Public

Transport) Act 1974, Appropriation (Urban Public Trans-
- port) Act 1974 and Appropriation Act (No.4) 1974/75.

See P.6 and Annex D "Economic Evaluation of Capital In-
vestment in Urban Public Transport", Bureau of Transport
Economics, June 1972; Chapter I "Report of the Common-
wealth Bureau of Roads to the Commonwealth Government

on the Grant of Financial Assistance by the Commonwealth
Parliament to the States in Connexion with Roads or Road
Transport During the Period 1969-1974"; and Chapter 2
"Report on Roads in Australia 1973" Commonwealth Bureau
of_Roads, Melbourne 1973,

Readers are referred to "Payments to or for the States
and Local Government Authorities 1975/76 - 1975/76 Bud-
get Paper No.,7", AGPS Canberra 1975 for background
material on Section 96 assistance to the States.
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vestigations appear to be needed and are generally accepted

a8 a substantial improvement on past practices.

In the case of roads(l) assistance, the Common-
wealth Bureau of Roads {BOR) recommended a program of assig-
tance derived from the extensive data input collected for the

Australian Road Survey; in the case of UPT, assistance wasg

provided to those projects which satisfied the SBCA criteria
and certain other guidelines. The latter evaluations have

been largely carried out by the Bureau of Transport Economicg
(BTE) .

It is important to note at the outset the funda-
mental difference in the basis of determining the investment
"needs" of roads and urban public transport. The BOR in
assessing roads needs does not primarily come forward with a
detailed program of road improvements but rather recommends
a program of a certain size (in dollar terms) as
ted and feasible".  On the other hand, the BTE's
UPT projects concentrates on particular projects

evaluated prior to being “approved"(z)

being "warran-
analysis of
which are

. There is no overall
assessment of UPT needs corresponding with the BOR's Australia
wide assessment of roads investment needs and no BOR project
by project evaluation of individual road projects of the t

ype
conducted by BTE in relation to UPT, '

The Commonwealth Aid Roads Act 1969 did to an extent
draw on the road needs calculations of the BOR for the
period 1969/70 to 1973/74 however the appropriations

reflect both past practice (Commonwealth Aid Roads Act
1964) and 1969 BOR input. ' '

2. The approval conditions to be met under the roads and

UPT assistance programs are outlined in the respective
Acts.,
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Associated with this increased reliance on economic

evaluation in determining the warranted level of assistance

gince 1973 has been an increase in the degree of control scught

Ey the central Government. The nature of this involvement

‘was indicated in the opening Speech made by former Prime
Minister Whitlam at the June 1973 Premiers' Conference.

"From now on, we will expect to be invelved in

the planning of the function in which we are
financially involved. We believe that it would
be irresponsible for the National Government to
content itself with simply providing funds with-
out being involved in the process by which priori-
ties are set, and by which expenditures are
planned and by which standards are met. We be-
lieve that the Government responsible for gather-
ing and dispersing huge amounts of public money
is obliged to see that the money is properly
spent. We believe that most of the problems with
which allocations from the National Budget are
meant to deal cannot be confined to or defined

by individual States. We believe that the pro-
vigion of National Government assistance must be
based on comprehensive information on needs and
resources and expert analysis of £hat information
- information I believe which should as far as
possible be made public before decision®.

FEDERAL PROJECT AND PROGRAM PLANNING AND APPROVAL

Introduction

Under the terms of the Roads Grants Act 1974, the
National Roads Act 1974 and the Urban Public Transport Agreement
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the Federal Government assumed a significant degree of respon-

sibility and influence with regard to transport planning,

Administrative procedures under the current roads
and UPT Acts strongly reflect the broad planning role for the

Federal Government envisaged by Mr. Whitlam by way of brocedureg
for project submittal, Commonwealth examination, and subsequent
Commonwealth approval or rejection of State proposals., In the
case of roads assistance, such comprehensive Federal oversight
was a significant expansion of central control over that exer-
cised by the Commonwealth under the Commonwealth Aid Roads

Act 1969 and previous roads assistance Acts, while the UPT

assistance program heralded for the first time a major pro-

vision of Commonwealth funds as one arm of the Labor Government'sg
policy to improve the quality of city life (for a discussion

of Labor's urban policies see Budget Paper No.8 - 1974/75) .

The UPT Acts provided for administrative procedures such as to
ensure an all powerful role for the Commonwealth in determining
the ultimate use of its funds.

Roads

On the guestion of the "need" for the involvement _
of the Australian Government, in the State rocad planning process,” _f
the Bureau of Reoads stated in its 1973 Report on Roads in Aus- -
tralia {p. 253):

"It is because of the macgnitude of the Australian

Government's proposed financial contribution, as

well as the clearx national interest in many

elements of the road system, that we have recom-
mended much more involvemenf: in physical matters
than has so far been the case in the history of
grants to the States for roads".
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The Bureau placed emphasis on conditions being
attached to assistance provided for major urban arterial roads
énd national highways; the former to achieve a safe and efficient
gystem which would meet the needs and preferences of the com-

“munity and support overall urban strategies, the latter to
:dreéte an interstate system to encourage trade, commerce, assist
| hdustry location, reduce transport costs and to aid tourism

and defence programs.

- Such suggestions of extensions of control were wel-
come to the new Government which showed itself ready to act in
éhe general spirit of the Bureau's recommendations. This was
‘one of the first major programs of Government expenditure to
be reviewed by the incoming Government which took the oppor-
tunity to revamp the program in line with Labor philosophy.
'The Labor Party's enthusiasm for central control was not,
howevér, shared by the Opposition parties who held the Senate
ihajority and the roads Acts as ultimately passed represented a
severe emasculation of the Bills as originally introduced for
Parliamentary consideration but were, nevertheless, still a
‘considerable inroad into the traditional State road planning

and programming function.

The Commonwealth Aid Reoads Act 1969 expired on 30
‘June 1974, but it was not until 18 July 1974 that the Govern-
‘ment was able to introduce replacement roads legiglation - the
‘Roads Grants, National Roads and Transport (Planning and Re--
/search) Bills 1974, As a result of this hiatus, primarily
‘caused by the double dissolution of Parliament, the Common-
‘wealth Treasury had sought to institute interim roads payments
to the States; (such arrangements were approved by the Treasurer
‘on 15 July 1974).
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The passage of the Roads Grants Bill 1974 through

Parliament coincided with and added to a period of considerable
turbulence in Australian Parliamentary history, with the con-
flict on the roads legislation centering on the extent of

federal planning power sought over the States.

In his Second Reading Speech (18 July 1974) Traps-
port Minister Jones justified the proposed program approval
arrangements (full submission of State programs of works for
approval, and requirements for federal representation on State
bodies responsible for programming and providing policy adviee
on matters relating to roads) on the grounds of achieving the

development of the Labor Government's major transport goals.

Provisions which would have required the submittal

of all State road projects (regardless of the source of finance

and regardless of whether Commonwealth funds were used on the

project or not) to the federal Minister for approval came under

strong attack by the then Shadow Transport Minister, Mr. Nixon,
As he put it (Hansard, 1 August 1974):

"The potential for delay, procrastination and
argument before any road project can be put under
way should be obvious to all.... These provisions
create an impossible situation. ....the adminis-
trative work to send detailed programs to Can-.
berra, to have them checked and approved and
possibly argued about and then actual perform-
ance checked against the program, is an unwieldy
and long and inefficient process. ....It is clear
to see that the States are being forxced into an
impossible position with regard to roads, road
construction, taxation of road users and the

administration of their own works.

This is a
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blatant attempt to ignore the constitutional
responsibilities of different governments and
to place even minor administrative decisions on
all road matters in the hands of the public

servants of Canberra.... ."

With its majority in the House of Representatives
‘the Labor Government passed the roads Bills through that House
niz August 1974 and in an effort to force the Senate to accept
He Bills as passed by the lower House the Prime Minister and
iinister for Transport threatened the withdrawal of the roads

 ssistance interim financial arrangements, A "News Release"

sued by Minister Jones on 8 August 1974 announced that if the
331115 were not passed in the current session then there would
‘be no alternative but to terminate interim financing.

L Despite this threat the Senate on 16 August 1974
/passed the Roads Grants Bill and incorporated amendments sug-
gested by the Opposition parties. Paced with this determina-
.ion the Labor Government backed down and decided to accept
most of these amendments but sought to retain full financial
and approval control over the urban arterials road category.

_The Senate accepted this and passed both major roads Bills on
17 September 1974.

It would be an understatement to say that the new
federal transport planning and programming policies had got

off to a very bad start. The Government had been defeated in
ts attempt to obtain the power to oversight and approve all
_tate road projects, regardless of whether Comimonwealth funds
were used on the project or not; (although this universal power
of approval was gained for the urban arterial roads category).

Provisions which would have required repayment from the State

to the Commonwealth of Commonwealth assistance in cases where
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States or local authorities had expended any monies on Projects o

(other than for urban arterial roads) not included in the

program of projects approved by the Minister for Transport’
were also rejected by Parliament. The Opposition further
reduced the planning and programming influence sought by the
Commonwealth by removing all reference to the Minister for

Urban and Regional Development from the Act.

At the same time however there was general accept-
ance by the Opposition parties of the National Roads Bill 1974
under which approved projects for construction and maintenance
on roads declared by the federal Minister for Transport as

either national highways, or export roads or major commercial
roads would be wholly financed from Commonwealth funds. The

Government was successful in overriding a suggested amendment

to the Bill which would have required the federal Minister to
enter into agreements with the States when declaring these

roads.

The States also showed a surprisingly favourable

attitude to this legislation even though it represented a sig-

nificant extension of federal authority. The Bureau of Roads
had recommended that the Commonwealth meet 80% of national
highway costs, had not suggested the commercial and export
road category, and had recommended that all roads assistance

be encompassed in one Act.

The National Roads Act 1974 must be seen in two
lights - one in that it recognises the importance of a national
roads network and seeks to coordinate this system across States

and secondly, it represents an exercise in Federal/State muscle

flexing of responsibility under the Constitution. The Con-

stitution does not give federal Parliament specific road con-

struction powers but dees allow it to assume roads construction
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" and maintenance responsibility for roads relating to the

“merritories (Section 122), to defence {Section 51{vi)) and to
interstate and overseas trade and commerce {Section 51(i}}.

.With these powers the Commonwealth could probably set up its

I owWn construction authority to do such works and this must re-

{:main as a potential threat to State Road Authority autonomy.

lzNevertheless under the National Roads Act 1974 the Commonwealth
recognises the role of the State Road Authorities as the con-

i gtruction agency on works approved by the federal Minister.

The most notable example of the potential for the
- commonwealth to intrude, under this Act, into State affairs
concerned the proposed realignment of the Hume Highway in NSW
;between Goulburn and Albury. Prime Minister Whitlam seemed
"o treat this proposal of realignment as a further testing of

‘the untried powers of the constitution to declare, locate and
;possibly build "national" roads in the States, but the proposed
3realignment was strongly opposed by the NSW Government. In

‘the event however the poor prospective economic return shown
__for_thiS"proposal, when evaluated by the BOR f{1975), persuaded
the Commonwealth Government not to proceed with its proposals
to relocate and rebuild this section of the national highway

network,

Comment

_ Although the existing roads Acts contain a con-
siderable dilution of the extensive federal planning and pro-
gramming powers originally sought by the Commonwealth it
should be noted that no federal funds for roads (and transport
Planning and research) can be spent on projects which have not
- been approved by the Minister for Transport and that the Roads
'Grants Act 1974 empowers the Minister to penalise the States
if there is any State or local government expenditure (from

their own financial sources) on urban arterial roads which
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has not been approved by the Federal Government. The Minister
also has the power to declare roads under the National Roads
Act without consultation with the States and it would appear
that the Commonwealth could seek to establish its own con-
struction authority to execute works under this Act,

The powers assumed by the Federal Government have
led to a cumbersome system of approvals under all roads Acts
and such approvals do not appear to have achieved anything
concrete. The Commonwealth Government did not accept (the
apparently logical) Bureau recommendations to use the BOR as
its expert body for examining State expenditure proposals.
Instead it vested this powér with the Department of Transport
which did not have guidelines on how to assess State proposals
nor, initially, sufficient staff to adequately process State

programs.

The approval process has led to delays and uncer-
tainties and has created a significant constriction on the
‘orderly process of State road construction. Overall there is
just no clear evidence to suggest either the federal erosion
of planning and programming powers of the State Road Authorltles
has been warranted; or that the current Acts are achieving
more desirable road expenditure practices than those which
existed under the terms of the 1969 roads legislation, or

whether there is justification in continuing with the institutednzﬁ-z

arrangements. This is particularly so when it is recognised
that the Commonwealth provides something less than 40% of the
total funds expended on roads and that, apart from Urban Arter-
ials, the Commonwealth has no influence over where, and on

what projects, the balance of the funds are expended.
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{irban public Transport

The history and nature of the fedexal program of
'UpT agssistance is, as stated previously, significantly differ-
‘ent from roads. commonwealth financial assistance for roads

:gbes pack to the 1920's while assistance for UPT commenced only

n 1973.

The Commonwealth jnitiative in UPT actually dates

ffrom 1971 when the Australian Transport Advisory Council (ATAC)

directed advisers to prepare as & matter of urgency. and with
the asgsistance of the BTE, a report on the overall need for
1nvestment in UPT services and prospective sources of finance

for this purpose in the years to 1979 (BTE 1972).

This Report was considered by ATAC in June 1972
and while no action arose directly out of that consideration
_the Report was subsequently the basis for election promises

by then prime Minister McMahon and Opposition Leader Whitlam.

_ These promises of improvements to public transport
‘were only oneé part of the campaign to attract the urban voter
“through federal funding of activities which had previously
. been left almost entirely to the responsibility of the States.
fFederal assistance was also promlsed for such urban activities
“‘as sewerage, land commissions, growth centres, housing and

education.

_ Presumably, the rationale for extension of Federal
Government influence to these new areas of responsibility re-
lated to political gain rather than economic rationality be-
cause {with the exception of public transport) as far as we
‘are aware there had been no examination 'of the economics of

any of these initiatives.
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Ever the 1572 BTE Report, on which both parties
based their promises relating to UPT, was not an "in depth"
examination of public transport needs and/or options and the
BTE were quick to point out the severe limitations of its
report as a basis for initiating a large scale program of assig-

tance.
The Report states (at page 4) that the BTE

"has refrained specifically from comment on the
administration of urban public transport, trans-
port planning, pricing policies, urban develop-
ment policies, decentralization and transport

technology"
and that

Ythis does not imply that the BTE considers the
existing institutional arrangements, pricing
policies or urban development strategies to be

‘optimal".

In addition, Victoria had refused to cooperate in
supplying data and information to the BTE and the remaining
States were poorly placed to provide well thought.out lists of
proiects which could be readily implemented and justified in
terms of their entire UPT needs. '

Upon election however, the Labor Government proceeded,
notwithstanding these qualifications, on a program to provide '
capital funds by way of interest free non-repayable grant to
the States for expenditure on Commonwealth approved UPT projects.
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The Urban Public Transport Agreement{l) (UPTA)

negotiated with all States required the States to provide in-
formation on a formidable number of aspects of a project before
flt was "considered” for assistance. A project eligible for
‘assistance under the terms of the Agreement was to be an essen-
‘tially self-contained investment directed toward improving or
extending existing services, providing new services, improving
operational or administrative efficiency or increasing patron-
.age. In submitting proposals States were expected to explain
how the project related to overall regional transport and land
use plans and details of environmental studies or assessments
ithat had.been made of the project. Proposals were also to
‘have been referred to the appropriate State regional planning

authority for consideration.

Although the UPTA gave the Commonweaith access to
this information in regard to projects which were submitted
the use that the Commonwealth could make of such data was limi-
“ted because the terms of the Agreement did not provide for any
Commonwealth initiatives. The Commonwealth had no power under
‘the Agreement to vary States' plans (short of refusing to
approve the project), to change State priorities as between
'-projects, or to initiate projects. The Commonwealth "planning
and programming" power was therefore severely limited by the
- Agreement, and as such must call into doubt the bureaucratic
processes pertaining to the approval (and post approval) con-
‘trols wielded by the Commonwealth.

Furthermore as the Agreement encompassed provision
of capital assistance only:; ignoring issues such as pricing

‘policies and operating practices and other matters relating

1. See Schedule, States Grants (Urban Public Transport)
Act 1974,
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to the operation of each facility, the Commonwealth role ip
total public transport pelicy is therefore at best shalloy.

In addition, as the Commonwealth did not have full control

over all State UPT projects, this allowed the States signifj-

cant scope to proceed with uneconomic projects entirely at

their own expense (by relieving State budgets of the need to

fully fund approved projects).

The repercussions of concentrating on capital re-

guirements can be seen in the policy conflicts which subséquenth-l

ly aroge., At the same time as Prime Minister Whitlam was

exhorting State Premiers to reduce the losses on their businesg -

undertakings his Government was supporting projects which, on

the basis of BTE analyses, and State pricing policies were not

financially viable. Of course this is not necessarily a bad

thing per se, but the assistance program has ignored all quest- .

ions of operating subsidies, deficits, capital replacement

provisions, pricing policies and the like,

It is obvious that transport planning should com-

prehend a much wider range of issues than capital investment

and economic viability on SCBA criteria if it is to be effect-

ive. The UPT scheme introduced under the Labor Administration

concentrated to a great extent on the capital backlog aspect

with minimal concern for the whole range of other matters which

influence the effectiveness of transport plans.

Despite these drawbacks the UPT Agreement, by which

capital assistance was provided to the States, did emphasise

the need for careful planning of individual projects. The

Commonwealth Government was not to be liable for cost increases
due to faulty planning; master plans and specifications had to

be submitted to the Commonwealth for approval, and $1 million

was provided under the Urban Public Transport (Research and
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,1anning) Act to assist the States with planning and research,

-federal controls under the Agreement were designed to ensure
that financial planning was adhered to. However the fact that
sonies available to the States are tied to particular projects
'ag to date not allowed States the flexibility to switch funds
‘phetween projects according to their own priorities or accoxrd~
ing to prevailing circumstances. In the event this restriction
has been one of the major reasons why expenditure on this pro-
{éfam has been consistently below the Commonwealth Government's
‘budget estimates (which in turn are based on the estimates

provided by the States).

COMMONWEALTH EXPENDITURE

Initial Estimate ; Actual
{at Legislation) Budget Estimate Expenditure

$m $m Sm

°1873/174 31.09 NIL
= 1974/75 50.31 45.26
1875/76 21.67 N.d.

A practical example of the effects of this tying of
_monies to particular projects was the situation which arose in
the 1975/76 Budget context. If projecté had proceeded on
schedule it would have been necessary for the Australian Govern-
ment to budget for expenditure of $27.67 million on continuing
work on projects previously approved (excluding cost escala-
tion). However due to delays in the completion of projects
some $40.3 million has had to be set aside for this work (ex-
cluding cost escalation) and this higher than expected carry-
over figure limited the extent to which the Commonwealth could
support new projects in the 1975 Budget. In fact no new projects

were approved and while some States were unable to fund much
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needed new rolling stock/bus acquisition from Commonweal +h
grants in 1975/76 they did have Commonwealth funds availahble
for (probably) lower priority projects approved in Previousg
years.

CommenE

There are then, as we see it, three major reasons
why the Federal planning and programming contrels for UpT have
been limited in their effectiveness. The first reason 18 that
the scheme implemented was aimed at only one area of urban _
transport need ~ capital - and failed to adequately comprehend
other factors such as pricing and operating policies.

Secondly, the Agreement negotiated with the States
did not allow the States sufficient'flexibility in their use
of available funds with the result that not all available
funds have been used and that States have been locked into
their priorities of 1973 and 1974 in 1975 and 1976. Further
the haste in implementing the scheme seems to have led the
States to be frustratingly over-optimistic in their estimates
of ability to complete works on schedule, and to give'little
thought to priorities between years.

Also the States seem to have been involved in too
many projects with the result that a number of them are well
behind schedule and imposing increasing demands on available
funds with the public suffering as a result of both the fund
dispersions and slow progress.

Finally, the assistance program was introduced in
order to achieve certain federal objectives. However the
Agreement has not allowed the Commonwealth to specify projects
itself or to force the pace on approved projects submitted by
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the States. These limitations in effect leave the Commonwealth

with very 1ittle effective planning and programming power.

From the federal viewpoint it can be concluded that
: gnder the current UPT assistance Agreement, the federal plan-~
ning and programming responsibilities are of limited use, and
have probably added to the delays in State implementation of
approved projects. It is evident that the Commonwealth should
either seek to extend its powers over the State or alternatively
to retreat considerably in its functions of control and leave
_the States with the responsibility of improving their respective
‘UPT networks. In this context it will be interesting to ob--

- serve how the preseﬁt government applies its "Federalism"

policy in this area.

IS5 SCBA OF USE AS A PLANNING TOOL?

~Roads

The BOR in its 1973 Report outlined the evaluation
processes followed in reaching its recommended roads assistance
program for the five year period commencing 1974/75. The BOR

claimed that its recommendations would, 1if implemented, lead

to a rational allogation of resources in and to the road con-

struction industry.

Oour claim is that in practice the recommendations
of the Bureau were SO altered by Government in their implemen-
" tation as to effectively rupture any nexus between the Bureau's
"warranted and feasible program" and the actual implementation

of works by the State Road Authorities.

The warranted (on SCBA grounds) and feasible {on

financial and resource availability) program recommended by
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the BOR suffered many changes before emerging as the Roads
Grants Act 1974, the National Roads Act 1974 and the Transport
(Planning and Research) Act 1974. Readers familiar with the
current roads legislation and BOR 1973 Report will be aware
of the differences between the recommendations of the Bureay
and the Acts as they emerged (e.g. Commonwealth assistance at
a lower level than that recommended, multiple Acts rather
than the single Act recommended, the inclusion of the Export
and Major Commercial Roads program which was not assessed by
the Bureau, the exclusion of federal assistance for roads
maintenance (other than for Rural Locals, where expenditure
on construction and maintenance cannot be separated, and
National Highways), the inclusion of the beef roads category
against Bureau advice, the dropping of equalisation and sup-
plementary grants for Western Australia and Tasmanla and so
forth). Such decisions are obviously within the Prerogative
of the Commonwealth Government to make even though in some

cases, there is an obvious wedge driven between the rational

program as defined by the Bureau and the federal assistance
Program.

Two further matters give us reason to question
the usefulness of the BOR evaluation as a planning tool so

far as Australian Government assistance for roads is concerned.

First, the Australian Road Survey, which 15 the
basis of the Bureau's 1973 input for its evaluation model,

was used to identify almost a quarter of a million potentlal
projects. By necessity this analysis must be "broad brush" .

by nature and must call into question the precision of the
BOR recommendations. and the auvthority they command. This

problem aside, the BOR evaluation process also involves a
scheduling process whereby:

"all road projects were arranged in descending .
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order of priority according to their worth as
determined from our social and economic evalua-
tion procedures" (P.46 - BOR 1973 Report).

o It is our concern that, despite this implied
‘priority which should be placed on the scheduling of potential
‘works, there is no formal mechanism whereby public investment
for individual road works is guided by this merit list. This
‘seems to us to be a serious logical deficiency in the formu-
'_1ation of roads assistance, that is to expend considerable
:time and effort in preparing a ranked list of needed works,
-gbased on SCBA priority ranking, and then ‘to ignore this rank-

ing when dispersing Commonwealth road grants.

Secondly, the SCBA procedures of the BOR (after
“due consideration of feasibility of work constraints) provide
‘a desirable distribution of expenditure across road categories.
lThe following Table shows the divergences between BOR dis—
“tributions and the Commonwealth grant distribution (at the

“time of legislation).

It iz evident that there is a degree of arbitrari-
" ness in formulating the BOR recommended Commonwealth road grant
‘as seen by the divergence in fund distributions for each
;category between the first two columns. There was an even
‘greater degree of arbitrariness exercised by thé Commonwealth
~in reaching its grant distribution (compare second and third

 _c01umns). These divergences are too significant to be ignored.

CommenE

Despite claims by successive Commonwealth Govern-
ments as to the development of a rational roads assistance
program based on the results of SCBA, the divergences between




SELECTED COMPARISONS OF ROAD FUND
DISTRIBUTIONS ~ STATES ONLY (% OF TOTAL)

1974/75 to 1978/79 1974/75 +o 1976/77. Actual Grants

Warranted and Aust.Government 1974/75 to 1976/77
Feasible Program Recommended as at 1974
(all Govt.sources) {by BOR) Grant :

©,
K]

Nat. Highways 20.9
{(Const.)

Nat. Highways : 2.8
(Maint,) )

Export & Major ' ' 3.6
Comm. Roads .
Urban Arterials 26.5 35.3 32.3

Sub Total (a) 38.2 59.0 ' 68.7

Rural Arterials l6.8 18.2 11.7
Rural Locals 13.7 | 15.3 14,2
Urban Locals 6.2 1.5 _ 2.7
MITERS 2.0 2.7 2.7
Road Maintenance 23.1 3.3 . : =

UBWNOTH "W"[ ® USTORW *(°[

Total 1¢0.0 . 100.0 100.0

{a} Since the Export and Major Commercial Roads category was in fact basically
evaluated as urban arterial roads, a better comparison is made at thisg
degree of aggregation. :

Includes Beef Roads - (not recommended as a separate category by BOR).
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the recommendations of the Commonwealth Bureau of Roads and
the provisions of the legislation must cast strong doubts on
the economic and social merit of federal roads assistance, and

“possibly the need for such extensive studies by the BOR.

It must also be said that the planning and pro-

H.grammlng controls exercised by the Commonwealth {except in the

case of 100% financing) must also be deficient. First, the

1portion of expenditure within a category financed by the Com-

monwealth is somewhat arbitrary, Secondly, little purpose
seems to be achieved in relation to overall roads expenditure

‘(from a Commonwealth viewpoint) if only certain projects are

examined at the Federal level. It would appear more logical
to seek full control over a given road category (as is the
case with national roads and urban arterial roads) or to re-

linquish all such decisions to the States. The halfway house

situation which now exists, allows the States to finance any
roads (but the above two categories) which are not approved
by the Commonwealth. Admittedly the Commonwealth can claim
that its roads assistance is being monitored, but the full
expenditure on roads by all levels of Government can still

be at odds with that pattern of expenditure indicated by SCBA.

Urban Public Transport

An examination of the civil and construction works
evaluated by BTE in its 1972 Economic Evaluation of Capital
Investments in UPT reveals the following breakdown of costs

and benefits. (1)

Data relates to projects (1) and (21) evaluated in the
Report. Projects (1) and (2} are not counted separately
but regarded as part of (3), similarly (4) and (5) are
regarded as part of (6).




each approved Project;
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$M DISCOUNTED AT 7%

Capital Cost

118.219
Operating Savings 48,350
Benefits to Existing Passengers 103.434
Benefits to Generated Passernigers 15.857
Benefits to Converted Passengers 98.982 (a)
Benefits to Remaining Road Users 19.860

286,583

(a) Includes $33.94 million accruing to one project.

The benefits which "justify" the Projects examined

in the Report are diverse in nature and accrue to different
sectors of the community. It is inevitable given, first, the
nature of benefits and, secondly, the pricing practices and

policies which have been allowed to develop in Australia :
that the undertaking of these projects would have added substan-
tially to the annual subsidy required for public transport

Operators notwithstanding that the projects were

warranted bn.-;l
SCBA criteria. :

An examination of each category of ™
"benefits" shows why this must be so,

costs"™ and

Capital Costs are met by the State or
Governments by way of loans or grants,

implications of Providing assistance by

Commonwealﬁﬁ
While the financial
way of loan funds _:
rather than grant moneys are obviously significant, the fbfét
gone return on grant moneys is just as significant a cost to.
the community as is the cost of loan re

t0o the transport authority.

payments and interesﬁf.
Under the terms of the UPTArthe e:
is an explicit capital subsidy of two~thirds of the cost Off

a non-recovered public cost and a subsidy
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" to UPT users.

Turning to the benefits, the largest of these are

 "Benefits to Existing Passengers". Such benefits comprise

primarily improvements in comfort and savings in time. It
“would appear that no attempt has been made to recoup the cost
7gf capital works giving rise to these improvements although
“implicit in the evaluation process is the.assumption that bene-
‘ficiaries are willing to pay for such improvements. 1In that
the existing passengers receive these benefits without being
'required_to pay for them they are in the nature of private
windfall gains, not generating any benefits to the public

transport operator or the non-users of the improvements.

Locking at "Benefits to Generated and Converted

fassengers" it is generally impossible to recoup the full cost
of providing these benefits (again largely time and comfort
iﬁprovements) by way of higher fares. Once a higher fare is
‘charged a proportion of the benefits disappear as the fare
increase reduces the perceived cost differential between the
‘base and project facility. This is illustrated in the follow-

ing simplified diagrams. (Page 24)

The third diagram shows that if an attempt is made
to recover the costs of the improvements (or part thereof)
(increasing the perceived cost to users above PC2 and perhaps
returning to the original position PCl, but with a different
¢ombination of perceived costs) then the generated and con-

- verted patronage which would have been achieved at the old

fare level cannot be achieved.

The actual position which will be reached will
depend on the slope of the demand curve and the level of fare

}ncrease necessary to recoup the cost of the investment. It
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verted benefits (and related patronage level) will not be

achieved if an attempt is made to recover investment costs.

It is thus impossible to both pass on the maximum benefit to

users and for the operator to recoup the full cost of providihg-

the benefits.

Turning to "Remaining Reocad User Benefits",

absence of any form of road pricing it is impossible to recoup-

any contribution towards the capital cost of public transport °
improvements by charging for these benefits.

are therefore again in the nature of private benefits.

These benefits

in the
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In the BTE neorridor evaluations" the cost of
:freeway construction saved (by conversion of travellers to
Jplic transport) is included as a benefit. This "saving"
s that at a certain level of congestion road capacity

pu
assume
would have been increased rather than the peak allowed to

expand. In reality however decisions on the expansion of
.fbad capacity (particularly by way of freeway construction)
.5re determined by a number of factors {including Government
policy and the availability of finance) and in these circum-
stances the supposed "savings" are at begt hypothetical and,
Cwe would congsider, would not bhe significantly dependent on
public transport improvements. It is therefore suggested
that these "savings" should not be regarded as benefits in
the same sense as other benefits having a more direct causal

elationship with the public transport impro?ement“

Of all the categories of benefits only " perating
.gavings" result in savings to the operator. 211 other cate-
5avings

gories of benefits accrue to individuals and while the assump-
‘tion is made that individuals are willing to pay for the
benefit in some cases it is not possible to charge for it and
. in others the SCBA merit will suffer drastically if any attempt
is made to incorporate a cost recovery assumption in the
‘analyses. Thus the undertaking of many of these projects
- would result in an increased subsidy from the taxpayers as a

whole to the users of the facility.

Comment

1t is apparent then that while UPT projects may
appear to be worthwhile investment on SCBA criteria the bene-
fits which justify the projects would in many cases accrue
to a particular section of the community which is not contri-
buting proportionately more toward the cost of the project
than the community as a whole. The undertaking of improve-
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TOWARDS Aff INTEGRATION OF MACRO TRANSPORT MODELLING
- AND MICRO-ECONOMICS

D.M. Gray & W.S. Bowen

ABSTRACT:

The paper is addressed to some problems in the use
of macro transport models (large network models)
for social cost-benefit analysis. After outlining
the components of such models and some desirable
properties for them, the welfare-theoretic basis
for evaluation is sketched and the consumers'

surplus approach extended to include the perceived/

resource cost distinction. Issues arising from £his

distinction are discussed. A model of demand for
trips is proposed and some results of an application
given. Deficiencies in macro transport models are
considered and an approach to land-use interaction
suggested. Finally a number of aspects on the inter-
face between operations research and economics are

suggested as requiring further work.




