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Outline of Presentation
• Part A:

– Analysis of Implications of the Medium- to 
Long-term Roads Master Plan

• Part B:
– Overview of Business Plan for 2004/05 – 

2008/09
• Part C: Options for Implementation of road 

user charges increases
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PART A

Analysis of Implications of the Medium- to 
Long-term Roads Master Plan
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Purpose

To present the implications of the MLTRMP 
for the future direction of road user 

charging in Namibia
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Part A Overview

• Options for road network investment
– Medium- to Long-term Roads Master Plan
– Road Maintenance Only

• Options for Road User Charging System
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Medium- to Long-term Roads 
Master Plan Scenarios

• Roads Authority MLTRMP – 5 scenarios:
– 1. Base Option (do minimum)
– 2. Minimised Total Transport Cost (Optimum)
– 3. Maintain current network condition
– 4. 80% of Optimum funding
– 5. 60% of Optimum funding

• Funding responsibility of the Road User Charging 
System analysed per scenario
– Government funding and donor loans excluded
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MLTRMP Scenarios: 
Key Indicators

• For Paved Road Network
– Change in road network condition
– Change in road network asset value
– Agency, road user and total transport cost

• For Unpaved Road Network
– Agency, road user and total transport cost
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Scenarios 1 to 5: Network condition

Scenarios:
1. Base Option (do minimum)
2. Minimised Total Transport Cost (Optimum)
3. Maintain current network condition
4. 80% of Optimum funding
5. 60% of Optimum funding



03/31/2006 RFA Business Plan Consultations 26 July 2004 9

Scenarios 1 to 5: Asset Value
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Scenarios 1 to 5: Costs (over 20 years, in 2002 values)

Paved Roads

Unpaved Roads
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WHICH SCENARIO? (1)

• The RFA Act:
– allocate sufficient funding for the achievement 

of a safe and efficient road sector
• Scenario 2:

– results in the best economic efficiency
– allows for expansion of rural access roads
– achieves prescribed safety standards
– highest impact on road user charges
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WHICH SCENARIO? (2)

• Test limits of compliance with RFA Act:
– can impacts on road user charges be reduced?

• Scenario 5:
– results in the least impact on road user charges
– allows for expansion of rural access roads
– achieves prescribed safety standards
– maintains road network condition
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WHICH SCENARIO? (3)
• With road user charges constraints – further 

scenarios considered:
• Two “Worst Case” scenarios were analysed
• One feasible alternative scenario developed
• Order of scenario presentation:

– 2 MLTRMP Scenario alternatives (Sc. 2 & 5)
– 2 “Worst Case” Scenarios
– 1 Feasible Alternative Scenario
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Comparison of Key Indicators
• Scenario 2: Minimum 

Total Transport Cost
– All roads improved to 

good to very good
– Asset value of paved 

roads increased from 
9,3 to 10,3 billion

– Total transport costs:
• paved: 15,00 billion
• unpaved: 32,1 billion

• Scenario 5: 60% of 
funding for MTTC
– Present road network 

condition maintained
– Asset value of paved 

roads increased from 
9,3 to 9,5 billion

– Total transport costs:
• paved: 15,03 billion
• unpaved: 33,7 billion
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Comparison of RUC Effects
Scenario 2
• Fuel levies:

– 2004 & 2006: + 20%
– 2005: + 30%
– up to 2013: inflation + 2%
– after 2013: at inflation rate

• Licence fees and MDC:
– 2004 & 2005: + 15%
– 2006: + 20%
– up to 2013: inflation + 2%
– after 2013: at inflation rate

Scenario 5 + inc. maint.
• Fuel Levies

– 2004 & 2006: + 20%
– 2005: + 30%
– up to 2008: inflation + 2%
– after 2008: at inflation rate

• Licence fees and MDC:
– 2004 & 2005: + 15%
– 2006: + 20%
– up to 2008: inflation + 2%
– after 2008: at inflation rate
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Financing Requirements
Scenario 2
• Loan stock or similar cash 

flow bridging finance to 
smooth out RUC level:
– 2006 - 2015: N$ 1,65 bill.
– 2012 - 2018: N$ 1,03 bill.

• Project specific (donor) 
loans:
– 2007 - 2023: N$ 4,450 bill.
– borrowing would have to 

continue after 2023

Scenario 5 & incr. maint.
• Loan stock or similar cash 

flow bridging finance to 
smooth out RUC level:
– 2006 - 2015: N$ 0,67 bill.
– 2012 - 2018: N$ 0,61 bill.
– = 1,4 bill. less than for Sc.2

• Project specific (donor) 
loans:
– 2007 - 2010: N$ 0,746 bill.
– no borrowing required after 

2010; RUC income suffices
– alternatively, borrowing 

could focus on needs for 
rural access roads
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Evaluation of Scenarios 2 and 5: (1)
• Paved road network:

– Scenario 2: extra expenditure over that of Scenario 5 only increases the 
asset value of the road network, which is not an economic efficiency 
consideration

– Scenario 5: the loss in economic efficiency compared to Scenario 2 is 
minimal - N$ 30 million over 20 years is insignificant

– Scenario 5: maintaining the current asset value and road network 
condition would be acceptable

• Unpaved road network:
– Scenario 5 vs. Scenario 2: road users lose N$ 1,6 billion over 20 years
– for the analysis of Scenario 5, it has therefore been assumed that 

maintenance expenditure would be increased to that of Scenario 2
– this increase will also ensure continued adequate funding to the Roads 

Contactor Company to bridge its way to full competitiveness, as well 
as increasing private road maintenance contractors’ capacity
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Evaluation of Scenarios 2 and 5: (2)
• Regardless of the scenario:

– immediate fuel levy increases of between 20% to 30% required
– to continue with already committed projects and programmes
– necessitated by lack of moderate fuel levy increases in the past

• With both scenarios:
– moderate increases of fuel levies can be achieved as from 2006/07

• The main difference between Scenarios 2 and 5:
– stable road user charges in line with inflation five years earlier 

(2008) with Scenario 5 than with Scenario 2
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Evaluation of Scenarios 2 and 5: (3)
• Non-project specific cash flow financing facilities needed:

– required in the case of both scenarios
– to achieve smoothed and stable road user charges
– else, fluctuating increases and decreases in road user charges

• Cash flow financing difference between Scenarios 2 and 5:
– Scenario 5 requires N$ 1,4 billion less than Scenario 2
– therefore also far lesser interest costs (est. N$ 1 billion saving)

• Project-specific donor loans difference:
– Scenario 2: the RFA would be dependent on loans beyond 2023
– Scenario 5: dependency would cease by about 2010
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Road Maintenance Scenario (1)
• Funding is for road maintenance only

– funding for 2004/05 as per Business Plan
– funding as from 2005/06: Scenario 5 of the MLTRMP 

for paved roads and Scenario 2 for unpaved roads

• Road Maintenance Scenario assumes:
– that fuel levies are kept constant at current levels
– 20% and 15% annual increases in licence fees and 

MDC, respectively
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Feasible Alternative Scenario (2)
• To fund the budget submitted for 2004/05:

– issue almost all of the remaining N$ 350 million in RFA 10 Loan Stock 
in 2004/05; or

– alternatively increase fuel levies by 20% early in 2004

• As from 2005/06, RFA only continues funding the 
maintenance of the national road network and traffic-related 
maintenance on urban streets

• As from 2005/06, Government would have to resume full 
responsibility for all other funding, including ongoing projects, 
and budget for this in its 2005/06 budget, or terminate projects

• RFA would be able to redeem the RFA 10 Loan Stock
• As from 2018, an increasing trend of surplus revenue occurs; 

RFA then able to take on additional responsibilities, if 
supported by new road user charging policies
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Evaluation of Road Maintenance 
Scenario

• A scenario:
– where fuel levies are excluded from road user charges 

regulation, and annual increases in licence fees and MDC 
are limited to about 15%

– will allow only the funding of road maintenance 
programmes

• Under such a scenario, the RFA  is
– able to redeem the RFA 10 Loan Stock

• Since maintenance should be fully funded from 
recurrent revenue, the RFA would:
– not require any further loans of any kind
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Main Conclusions: MLTRMP
• The RFA would be able to give effect to its object 

of adequately funding the achievement of a safe 
and efficient road sector, by adopting a long-term 
financial plan in accordance with Scenario 5 for 
paved roads and Scenario 2 of the MLTRMP 
for unpaved roads

• This is only possible, if the RFA can regulates 
fuel levies as part of the road user charging 
system, and annual increases in fuel levies licence 
fees and MDC between 20% - 30% from 2004/05 
to 2006/07, and thereafter roughly in line with 
inflation, can be committed to
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Main Conclusions: Road 
Maintenance Scenario

• Road User Charging System to provide funding 
for road maintenance only
– issue most of remaining N$ 350 million in RFA 10 

Loan Stock in 2004/05
– then road user fuel levies can remain capped
– moderate future increases in licence fees & MDC
– RFA can service RFA 10 Loan Stock
– economically efficient road maintenance assured
– maintenance of rural access roads built with GRN 

funding is assured
– however: achievement of economically efficient road 

sector dependent on GRN funding
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Summary Conclusion and 
Recommendation

• RFA in principle supports funding in accordance 
with Scenario 5 of the MLTRMP with due regard 
to:
– impartial and professional confirmation of

• the economic justification of this Scenario; and
• the road user charging feasibility of funding this Scenario, 

provided that fuel levies are regulated as part of the road user 
charging system;

– compliance of this Scenario with the RFA Act and 
Government policies as adopted at the stage of 
legislating the RFA Act.
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PART B

Overview of Business Plan for 2004/05 – 
2008/09
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Revenue and Expenditure from RUC
For the 5-year period 2003/04 – 2007/08

• Revenue [N$ millions]
– Mass-distance and Abnormal Load Charges    510,000   10%
– Vehicle Licence Fees      574,425   12%
– Road User Fuel Levy   3 135,600   64%
– Cross-Border Charges      199,644     4%
– Other Revenue        46,553     1%
– VAT Refunds      470,340     9%
– Total    4 936,562  100%

• Expenditure [N$ millions]
– Management of the national road network 3 758,735   71%
– Administrative expenditure of the RFA    108,059     2%
– Local Authorities - Road maintenance    278,205     5%
– Traffic Information System     190,728     4%
– Traffic law enforcement/overload control    206,024     4%
– Interest (RFA bonds)      451,750     9%
– Net to reserves (for loan stock redemption)    293,061     5%
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Revenue from RUC 2004/05 – 2008/09
(excluding financing)

Revenue
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Expenditure from RUC 2004/05 – 2008/09
 (excluding financing)

Expenditure
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road network
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Summary of Revenue and Expense
Inside Road User Charging System 2004/05 – 2008/09
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Trend of Revenue and Expense
Inside Road User Charging System 2004/05 – 2008/09

Revenue and Expense Trend
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Summary of Revenue and Expense
Outside Road User Charging System 2004/05 – 2008/09
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Budget 2004/05: Revenue
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Funding through RFA 10 Loan Stock
• Period during which Loan Stock will be 

issued: 4 years, from 2002/03 to 2005/06.
• Total amount to be raised by loan stock: N

$750-million.
• Sinking Fund for Loan Stock redemption: 

Deposits from 2007/08 to 2010/11.
• Estimated Loan Stock interest to be paid 

from 2002/03 to 2010/11: N$620-million.
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Loan Stock Funding Use
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Road User Charges
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Principle of Funding Determination:
Total Transport Cost Effects: e.g. Car
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Principle of Funding Determination:
Minimise Total Transport Cost
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Projects and Programmes (1)
• Rehabilitation and Improvement:

– until 2006/07, mostly projects committed by 
Government before the establishment of RA and RFA

– most new projects deferred until 2010/11 due to 
inadequate funding

• Development:
– Aus – Rosh Pinah road construction, which was 

committed by Government with donor agencies
– Outapi – Tsandi – Okahao – Omakange – Opuwo road 

funded by Government as part of the Regional Roads 
Development Programme (RRDP)

– Onhuno – Endola – Okatana added as RRDP priority
– Most other new projects deferred Business Plan period 

due to inadequate funding
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Projects and Programmes (2)
• Labour-based works:

– All ongoing and new works continue as budgeted by 
Roads Authority

– Some new projects started as Labour-based Roads 
Phase 2, co-funded by KfW

• Maintenance:
– Continues as budgeted by Roads Authority

• Planning and Road Management System:
– Continue as budgeted by Roads Authority
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Projects and Programmes (3)
• The funding of maintenance on urban roads 

continues.
• The funding of the traffic information system 

(NaTIS) continues as budgeted.
• Funding of traffic law enforcement functions 

continues.
• No provision has yet been made for the funding of 

road research studies other than those contracted 
by the Roads Authority.

• No provision has yet been made for funding a 
Road Safety Agency.
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Conclusions
• The Road Fund Administration is by law obliged 

to consult with stakeholders to which extent the 
business plan gives effect to the achievement of a 
safe and efficient road sector.

• The RFA has reason to believe that the business 
plan will not give effect to a safe and efficient 
road sector:
– Most new rehabilitation and development has to be 

deferred to 2010/11
– The economically optimal funding Scenario 5 of the 

Medium- to Long-term Roads Master Plan is 
unachievable under current funding constraints. 
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PART C

Options for Implementation of road user 
charges increases
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Road User Charging System 
Review

• In anticipation of the road user charges and 
economic implications of the Medium- to Long-
term Roads Master Plan, the RFA has undertaken 
a review of the road user charging system.

• The review has led to a number of conclusions 
regarding optimal road user charges increases.

• Main conclusions are presented herewith.
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Comparison of Charges Options
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Fuel Price Differential
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Vehicle Operating Cost Effects
• For MLTRMP Scenario 2 (Theoretical 

Optimum)
• Short-term VOC increase:

– Light Vehicles:  Average 2.65% Max 3.57%
– Heavy Vehicles: Average 3.82% Max 5.45%

• Medium- to long-term VOC savings due to better 
road condition:
–  Light Vehicles:  8% decrease
–  Heavy Vehicles: 11% decrease
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Inflationary Effects
Inflation Type % Increase in Inflation per Scenario

Funding 
MLTRMP Sc. 2 
by Fuel Levies 
only

Moving to MLTRMP 
Scenario 2 vs. 

remaining in Current 
Situation

Sector Inflation 0.37% 0.94%

Consumer 
Inflation

0.49% 1.24%

Government 
Inflation

0.59% 1.49%
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Social Equity Effects
• No strongly pronounced effects were found; however:

– Longer term disadvantages of maintaining status quo 
significantly outweigh the short-term disadvantages of 
increasing road user charges

– Maintaining status quo will thus stifle development
• Inflationary effect of maintaining status quo:

– Increased expenditure of the poor on housing, clothing and 
other expenses at the cost of decreased expenditure on 
food.

• Introduction of MDC:
– Heavy vehicles transporting most of the goods that the poor 

buy pay more.
– The poor are thus worst affected by introduction of MDC.
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Conclusions on Road User Charges (1)

• Increasing road user charges vs. Maintaining the 
status quo (current levels)
– In the short term, has a slight inflationary effect
– In the medium- to long-term, has an inflation-reducing 

effect of 2 – 3 times that of the initial inflationary effect
– Improves the situation of the poor in the longer term

• Alternative funding to same extent from general 
State revenue:
– Disadvantages negate some of the benefits, reducing 

the overall benefit.
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Conclusions on Road User Charges (2)

• A system of road user charging based on fuel 
levies only is the most advantageous for the 
current Namibian situation:
– Least cost to road users
– Best advantage to the poor
– Cost of inequity among road users is such that the 

losers would be paying less than for a more equitable 
system

– Marked fuel price differential to neighbouring 
countries, but the impacts would still be manageable
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Conclusions on Road User Charges (3)

• The current system of fuel levies and licence fees 
is the second best option:
– Cost to road users increased by N$ 15 m. / year
– Inequity among road users increased by N$ 26 m / year
– Even with the increased inequity, losers would still pay 

less than for a system with lower inequity
– Impact on the poor not much different from that of a 

system based on fuel levies only.
– Fuel levy increases have negligible impact on fuel price 

differential with neighbouring countries.
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Conclusions on Road User Charges (4)
• Introduction of Mass-Distance Charges is the least 

advantageous of the feasible options:
– In the interim, current system with licence fee increases 

to approximate MDC would have to be implemented:
• System cost increased by N$ 55 m; however:
• Inequity reduced by N$ 5 m

– It would be advantageous, as a stage subsequent to the 
interim system, to move to the introduction of MDC:

• System cost increased by additional N$ 16 m; however:
• Inequity is reduced by an additional N$ 29 million; i.e.:
• Losers gain by paying for a more expensive but more equitable 

system
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Conclusions on Road User Charges (5)

• A system including MDC:
– has the highest cost to road users: N$ 61 m / 

year more than for the current system with 
increased fuel levies

– has the least inequity among road users: N$ 34 
m / year less inequity than for the current 
system with increased fuel levies; however:
• the losers lose even more, because they pay more 

for a less inequitable system than they gain by the 
equity improvement

– has the least beneficial effect on the poor



03/31/2006 RFA Business Plan Consultations 26 July 2004 57

Recommendations

• To be formulated after consultation with 
Stakeholders

• To all Stakeholders:
– Thank you for your interest and attention


