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In this final article, some common institutional approaches are presented as to how the
common weaknesses described in the previous articles can be overcome, in order that
countries can manage their expensive road infrastructure as well as possible; and thereby
enjoy the huge benefits that such good management can provide. These ideas are applicable
to most countries, as the underlying characteristics of managing roads are common.
However, they have met with varying degrees of success, as the political and cultural
situations are different in each country. However, the main reason influencing the
effectiveness of these ideas is the way and extent of their application. It is important that any
solutions developed are realistic but also holistic: because of their interactive nature, the
benefits from institutional improvements in one area can be undermined or diminished from
weaknesses in other related areas. Decision makers need to understand these wider, systemic
effects from the decisions they make towards how they manager their roads.

Although institutional reforms focus on the “big picture”, it is also important to promote
good individual performance. Even huge international institutions remain a collection of
individuals, whose collective efforts contribute to the success of the entire institution.
Fortunately, many of the underlying principles that apply to institutions can also be applied
within them, in order to encourage good individual performances.

Many of the weaknesses identified in the previous articles are common throughout the entire
public sector in many countries. And unfortunately, whilst the institutions managing roads
are within the public sector, employing civil servants, they are required to comply with
various requirements which severely restrict their ability to operate either effectively or
efficiently. Although reform of the entire public sector is often desirable (resulting in
significant improvements throughout all sectors of government involvement), this is a
colossal and lengthy process, requiring substantial and strong political leadership.
Fortunately, for the roads sub-sector, a less radical approach is possible, which should also
result in substantial benefits in this specific area.

Firstly, consider the funding arrangements for roads. The second article discussed the
advantages from establishing a road fund (overseen by a Roads Board), with the expressed
purpose of funding the maintenance of roads. This approach has been adopted in many
countries, but to varying levels of success, often due to fundamental flaws in how they have
been established and run. If they are to operate as intended, then these Roads Boards must
be able to raise adequate funds from road users to pay for the services that are expected.
Alas, in many countries, this does happen, with their ability to raise the necessary funds
falling far short of the estimated needs. (For example, the mechanisms to adjust the level of
charges is inadequate or not updated.) Consequently, the government (e.g. the Ministry of
Finance) must make up the shortfall. This fundamentally undermines the underlying benefits
from a stable, predictable and timely provision of funds. The Roads Board is unable to fulfil
its responsibilities and hence, it can not reasonably be held properly accountable for its
performance. This also undermines the decision making processes and means that those
providing the service (e.g. a Roads Authority) have to submit two budget requests each year
(one to the Roads Board and one to the Ministry of Finance), instead of one. This adds to
bureaucracy, waste, duplication and inefficiency.

So, it is necessary that a Road Fund can raise adequate funds directly from road users to
provide the service that road users want. It can then be made properly accountable to road
users, as it has complete responsibility for funding these services. In turn, no funding should
come from the government for road management activities. Managed well, international
Donors should be willing to use this mechanism to ‘top up’ insufficient funds, rather than
installing duplicate or conflicting management mechanisms.
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In many countries, road users are already paying more than enough in taxes to cover these
road maintenance costs, although as a tax, there is no connection between what they pay and
the roads they receive in return. But when roads are in a poor condition, users should be
willing to pay more, provided this results in better standards, because this provides even
greater savings for them in terms of lower vehicle operating costs. Figure 2 below shows
how, by redirecting the tax that is currently collected by the government to an equivalent
charge on fuel instead, this can be achieved, even without raising the retail price for fuel
(which is often politically difficult).

Figure 2: Alternatives to Funding Roads from Fuel.

Typically, a large proportion

: . Road
of the price paid b_y road users Tax $A | Government/ MoF | $B Implementing
at the pump consists of taxes (Consolidated Fund) Authorities
that are used to fund a wide v )
range of public SErvices, of Other Public Service to
which roads are just one. Services Road Users

There is little or no
relationship between what
road users pay ($A) and the \F/Q\g;:illiiacljeoi *>| Fuel Suppliers
level of service they receive

in return ($B).

Imposing a road user charge

and reducing the level of $A $A

= h ——— > Road Fund —2 > Road
taxes by the same amount ser Fee/ Charge Implementing
keeps the retail price of fuel Tax Government / MoF > Authorities
unchanged, and ensures that (Consolidated Fund) | (50) !
there is a direct relationship y Service to
between what road users pay Other Public Road Users
and the level of service they Services
receive. It also provides a Wholesale & -
more reliable and stable level Retailer Cost Fuel Suppliers

of funding, protecting them
from constant changes.

What about the actual implementation of road infrastructure services? Here again,
substantial improvements should be possible by instigating arrangements that reflect the
realities of road management and overcome the current problems discussed in the third
article. This is centred around the use of an authority that is wholly funded from the road
fund, rather than from government (thereby avoiding many of the current public sector
constraints), and run on a commercial basis. This means that staff are given conditions of
employment that are competitive compared to similar private sector positions. Equally
importantly, the organisation’s management are required to account properly and
transparently for its performance. As a commercial entity (albeit wholly publicly owned),
the organisation would be required to establish commercial style accounting and
management information systems, and be properly monitored and independently audited by
those who fund it (i.e. the Roads Board). This is far more objective and meaningful if a
Performance Agreement (contract) is also established between the Road Fund and the
implementing authorities who spend their funds.

To encourage competition, efficiency and innovation, private sector suppliers would be
encouraged to participate in as many areas as possible, on a transparent and level basis. The
road authority would therefore procure the services it requires from the private sector, which
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clarifies responsibility and provides greater objective accountability and flexibility. It would
also mean that the road authority can remain a relatively small professional outfit, retaining
flexibility to meet changing needs.

In some countries, the road funding and implementation are combined into a single
organisation, but this is generally not recommended because they represent different
interests: the Roads Board is responsible for representing the views and interests of road
users (i.e. the ‘customers’), who naturally enough, wish to pay as little as possible; whereas
the implementing authorities (e.g. road authority) are responsible for providing a road
network that is as good as possible and would therefore wish to receive as much income as
possible. This balance between what users are prepared to pay, and the level of service that
they want, is best struck transparently between separate organisations, neither of whom face
this conflict of interest. This agreement would be reflected in a Performance Agreement
between the two.

Roads are important to the whole of society. The government would therefore continue to
reflect the wider interests of the community and protect their interests, through overall
government policy and oversight of the sector. Its transport Ministry would monitor the
performance of the Roads Board, the Road Authority and the overall development of the
private sector, but in an “eyes on, hands off” basis. The Ministry (and especially the Ministry
of Finance, who do not have the appropriate technical qualifications) should not get involved
with any operational decisions, as this detracts from clear responsibility and hence effective
accountability. Instead, its focus should be on the strategic “big picture”.

However, perhaps the most important role needs to be played by the general public and
road users in particular. These concepts might appear to be rather esoteric and remote to the
everyday person in the street. But this is not the case at all! We all suffer the expensive
consequences and inconveniences from inadequate and poor roads, so we have a direct
interest in seeing that their funding and management are as good as possible. We are already
paying for their provision and maintenance, but we need to be reassured that our money is
being used effectively (giving us what we want) and efficiently (i.e. not being wasted). By
their very nature (and enormous cost), governments will always have an important role to
play in their construction, maintenance and oversight. Unfortunately, experience in many
countries shows that however well the institutional arrangements are structured, they can
always be undermined by politicians if they wish. In a sovereign country, it is right for
governments to retain such powers, but the “government” only eXists to serve the collective
interests of its population. It must therefore be accountable to its population as its paymaster.
Road users and the general public must demand better performance and in particular, greater
accountability from their public institutions, to ensure that they serve our needs efficiently
and effectively, and to expose poor governance. But with this obligation comes the
responsibility to understand better the implications of the decisions that we (and politicians
on our behalf) make in running our society. Roads are just one (important) element of that
process.
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