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10 November 2008 
 
Committee Secretary 
Senate Rural and Regional Affairs and Transport Committee 
Department of the Senate 
PO Box 6100 
Parliament House 
Canberra ACT 2600 
 
Dear Sir, 
 
Inquiry into Interstate Road Transport Charge Amendment (No.2) Bill 2008, and 
Road Charges Legislation Repeal and Amendment Bill 2008 

I refer to your invitation to make a submission to the Senate Rural and Regional 
Affairs and Transport Committee Inquiry into Interstate Road Transport Charge 
Amendment (No.2) Bill 2008, and Road Charges Legislation Repeal and Amendment 
Bill 2008. 

The revised heavy vehicle charges proposed by the National Transport Commission in 
the Regulatory Impact Statement, and unanimously agreed by the Australian 
Transport Commission, is considered to be good economic management and is a key 
to redressing the current imbalance between road and rail pricing. 

Current heavy vehicle charges were last Determined in 2000. While these charges 
have been amended annually, the increases have not kept pace with expenditure 
resulting in an estimated under-recovery of $168 million per annum (2007). 

Failure to pass these changes will result in higher costs and adverse environmental 
and social outcomes. The rail industry submits that the proposed legislation, which 
updates heavy vehicle charges: 
 should be enacted since it is justifiable on economic and equity grounds; and 
 should be followed by successive stages of transport pricing reform, 

particularly mass-distance-location charging for heavy vehicles. 

Yours sincerely 
 
 
 
 
 
 

Bryan Nye 
Chief Executive Officer 
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Inquiry into Interstate Road Transport Charge Amendment 
(No.2) Bill 2008, and 

Road Charges Legislation Repeal and Amendment Bill 2008 

Australasian Railway Association comments to the 
Senate Rural and Regional Affairs and Transport 

Committee 

1. Introduction 
This submission is made on behalf of members of the Australasian Railway 
Association (ARA).  

With respect to transport charges generally and road pricing in particular, there have 
been numerous investigations, reports and recommendations over many years which 
do not need to be repeated here. Suffice to say that the Australasian Railway 
Association concurs with the National Transport Commission (NTC), the Productivity 
Commission, the Australian Transport Council (ATC) and others which conclude that 
the situation whereby heavy vehicles are currently undercharged in Australia can, and 
must be corrected immediately and permanently.  

The ARA made a submission to the NTC during the development of the current 
Heavy Vehicle Charges Determination. This submission should be read in conjunction 
with the NTC submission (which is attached), the content of which does not need to 
be repeated, 

2.  Economic Inefficiency 
Efficient and effective pricing of goods and services is a fundamental tenet of 
Australian business and Government. 

The Productivity Commission’s Inquiry Report “Road and Rail Freight Infrastructure 
Pricing” (December 2006) and the National Transport Commission’s “2007 Heavy 
Vehicle Charges Determination Regulatory Impact Statement” (December 2007) 
represent comprehensive analyses of road infrastructure pricing. 

The Productivity Commission concluded that: 
 the NTC’s charges estimations are ‘conservative’ (ie resulting in lower 

charges) compared with international practice:  
“The National Transport Commission’s cost attribution model results in a 
lower attribution of costs to heavy vehicles than most of the alternative 
approaches considered”, and 

 The current charges result in undercharging of some vehicle types and usage, 
notably high utilisation vehicles and B-doubles which result in cross-subsidies 
and under recovery of costs: 
“A major problem with PAYGO in practice is created by averaging costs 
across the network. This blurs price signals and leads to cross-subsidies from 
operators carrying light loads to those carrying heavy loads, from users of 
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lower-cost roads to users of high-cost roads and, indeed, to those benefiting 
from roads that may be justifiable on social but not economic grounds.” 

 Heavy vehicle charges probably need to increase: 
“Substantial increases in road investment in the past couple of years make it 
likely that heavy vehicle charges would have to rise to maintain cost recovery” 

Heavy vehicle charges which do not recover costs result in economically inefficient 
transport systems. In particular this means: 
 others paying for truck use,  

or otherwise government revenue is reduced, 
 more road freight transport; more trucks and less rail transport, 
 higher greenhouse gas emissions, congestion and health impacts, 
 greater demand for road construction and maintenance. 

The current charges were Determined in 2000 and while they have been adjusted 
annually the increases have not kept pace with expenditure resulting in under 
recovery. Currently trucks underpay an estimated $168 million per annum (2007) and 
the cost of road damage is paid by taxpayers. 

Continued under-charging of road transport attracts freight to road resulting in more 
trucks on major highways and less freight on safer and more environmentally efficient 
rail transport. 

3. Currency 
Put simply, the current heavy vehicle charges are out of date since the last full 
Determination was in 2000. Although the charges have been ‘updated’ annually, the 
increases have not kept pace with expenditure, resulting in under-recovery of heavy 
vehicle charges. The under-recovery continues to increase annually. 

If the charges are not corrected now (ie increased), they become increasingly harder to 
correct later and inefficiencies in the transport system continue compound and grow. 

4. Further Improvements 
The proposals by the NTC described in the Regulatory Impact Statement only propose 
to correct some of the pricing weaknesses inherent in the existing scheme. Therefore 
this legislation should only be the first step towards more comprehensive pricing 
reform. Subsequently, other road freight charge distortions should be corrected, 
particularly: 
 the averaging problem where highly utilised vehicles (those travelling more 

than average distance and/or carrying more than average mass) are 
undercharged, and 

 inclusion of externalities not currently accounted for, and 
 full introduction of a greenhouse gas charge and elimination of the offset to 

heavy vehicles proposed under the current carbon pollution reduction scheme.  

The ARA also promotes the early introduction of mass-distance-location charging 
currently being widely introduced in Europe to solve the first 2 of these. All of these 
improvements are supported in principle by virtually every economist, transport 
planner and environmentalist. 
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The rail industry also favours the Productivity Commission, ATC, NTC and Garnaut 
proposals adopting mass-distance location charging as part of future reform. This 
universally agreed charging methodology is being widely deployed in Europe. 

5. Conclusion 
The rail industry submits that the proposed legislation, which updates heavy vehicle 
charges: 
 should be enacted since it is justifiable on economic and equity grounds; and 
 should be followed by successive stages of transport pricing reform, 

particularly mass-distance-location charging for heavy vehicles. 
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