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International Road FederationInternational Road Federation

IRF: Non-Governmental, Organisation*, (non-profit)
- mission: promoting sustainable road infrastructure
development world-wide: good, safe and efficient 
roads that suit needs of society and economy 

- members in 
> 70 countries from
public & private sector

*Programme centers in Washington &   Geneva

.



I. Sustainable I. Sustainable Transport PolicyTransport Policy

IRF approaches roads within anIRF approaches roads within an integrated integrated 
transport sectortransport sector (rail, road, air, water)(rail, road, air, water)

What isWhat is Sustainable Sustainable Transport Policy ?Transport Policy ?

-->> not not dirigistedirigiste, central planning, , central planning, but abut a rational rational 
policy, regulation policy, regulation respecting therespecting the choice of the choice of the 
citizencitizen--useruser andand importance ofimportance of market forcesmarket forces

-->> Same principles Same principles forfor all transport modesall transport modes



I. Sustainable I. Sustainable Transport PolicyTransport Policy

SustainableSustainable as toas to

1) external 1) external (/ indirect)(/ indirect)
costcost (environment, safety,..) -> include in project cost

andand benefitsbenefits (contribution to GDP, social, …)(contribution to GDP, social, …)

2) direct2) direct
cost cost andand benefitsbenefits (=(= for users)for users)

-->> mainly mainly selfself--sustaining projects sustaining projects (financially)(financially)

--> subsidies rather an exception> subsidies rather an exception (within same 
transport mode, network completion, macro-econ. 
considerations)



II. II. The policy of crossThe policy of cross--subsidizingsubsidizing
rail by new road pricingrail by new road pricing

neither realistic nor sustainableneither realistic nor sustainable
BasedBased on theon the assumption that road transport does not assumption that road transport does not 

pay for its external costspay for its external costs = fallacious,= fallacious,

ignoresignores 2/3 of road user charges siphoned off2/3 of road user charges siphoned off

ignoresignores external or indirect benefits of roadsexternal or indirect benefits of roads, , i.e. i.e. 
the net contribution of road transport to GDP.                 the net contribution of road transport to GDP.                 

--> > June 2001:June 2001: Swiss Parliament rejected principle of Swiss Parliament rejected principle of 
internalisation of external costsinternalisation of external costs ( ( ““Initiative Initiative BundiBundi””) ) 
after a study showed that after a study showed that external benefits of road external benefits of road 
transporttransport (in monetary terms) were (in monetary terms) were three times higher three times higher 
that its external coststhat its external costs. (. (H.BAUM, J.KURTE, H.BAUM, J.KURTE, KKöölnln 2000.)2000.)



II. II. Policy of crossPolicy of cross--subsidizingsubsidizing ……

After a comprehensive analysis of economic and transport After a comprehensive analysis of economic and transport 
data from 1980 to 1995, the data from 1980 to 1995, the study foundstudy found thatthat

in 1995 in 1995 external cost of roadexternal cost of road transporttransport amounted toamounted to 7 7 bnbn
CHF, whereas CHF, whereas external benefitsexternal benefits amounted toamounted to 27 27 bnbn CHF, CHF, 
resulting in a resulting in a net external benefit of 20 net external benefit of 20 bnbn CHF, which CHF, which 
representsrepresents 77--8 % of GDP8 % of GDP. . 

--> > SimilarSimilar scientific studies needed for 15 EU member scientific studies needed for 15 EU member 
countries countries 
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II. II. Policy of crossPolicy of cross--subsidizingsubsidizing ……



II. II. Policy of crossPolicy of cross--subsidizingsubsidizing ……
Policy of modal shift to rail = sovietPolicy of modal shift to rail = soviet--style central planning; style central planning; 

inappropriate in democracy inappropriate in democracy andand market economy market economy (need (need 
toto rrespect the espect the choice of the voterschoice of the voters,, i.e. the i.e. the citizencitizen--users)users)

-- implies implies state interventionstate intervention in terms of in terms of road pricingroad pricing levied levied 
by state authorities (source of cross subsidies) and being by state authorities (source of cross subsidies) and being 
against necessary upgradesagainst necessary upgrades of bottlenecks  of bottlenecks  --
overestimates the predictable use of pricing policies           overestimates the predictable use of pricing policies           

-- adressesadresses the symptomsthe symptoms (externalities) and (externalities) and neglects the neglects the 
causescauses, i.e. social, economic and spatial contingencies that , i.e. social, economic and spatial contingencies that 
generate road transport demand and make it pricegenerate road transport demand and make it price--inelasticinelastic



II. II. Policy of crossPolicy of cross--subsidizingsubsidizing ……

--> likely results:> likely results:
a) artificial increase of road user charges, a) artificial increase of road user charges, produces produces 
economic losseseconomic losses
b) b) failure to produce modalfailure to produce modal shift, increase of shift, increase of congestioncongestion

Necessity to increase railNecessity to increase rail’’s share:s share: by making itby making it attractive attractive 
for usersfor users, not by subsidizing an inflexible state enterprise, , not by subsidizing an inflexible state enterprise, 
but by but by private sector incentives increasing productivity, private sector incentives increasing productivity, ……..

--> Cross> Cross--subsidies as a principle are the wrong subsidies as a principle are the wrong 
incentive incentive 



III. III. IRF’s IRF’s recommendationsrecommendations

In view of In view of considerable external considerable external ((““indirectindirect””)) benefitsbenefits

-- external costsexternal costs should not be added as overall and should not be added as overall and 
largely artificial charges to transport tariffs; largely artificial charges to transport tariffs; 

should be included in project costshould be included in project cost in the form of in the form of 
measures necessary for meeting environmental, safety measures necessary for meeting environmental, safety 
and other standards. and other standards. 

-- most efficient solutionmost efficient solution amongst competing transport amongst competing transport 
modes has to be selected on the basis of modes has to be selected on the basis of rationalityrationality. . 

-- Key policy:Key policy: foster foster economicallyeconomically and and financiallyfinancially selfself--
sustainingsustaining transport modestransport modes..
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