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Section A

Answer this question.

National road user charging scheme

Although Britain has some of the worst road congestion in Europe, the number of
cars on the roads has surged by a quarter, over the last decade, to 25 million.

By 2003, bus and coach fares, allowing for inflation, were 34% higher than in 1980,
and train fares 36% higher; whilst the cost of motoring was 9% down. Government
forecasts suggest that the time drivers spend in traffic jams could rise 20% by
2010.

How will user charging work?

Cars will contain “black boxes” linked to a satellite which will monitor their location
and direction. Motorists will receive regular bills, possibly monthly, charged at variable
rates by time and geography. Charges for rural country lanes would probably be at
the bottom of the range, around 2p a mile, with inner city rush hour roads attracting
the top £1.30 rate per mile. The Government hopes motorists will change their
driving habits — by staggering journeys, sharing cars or switching to public transport
— to the extent that there could be a 50% cut in congestion.

Any snags?

The scheme will not come about until at least 2015. By then all cars will already
be fitted with satellite tracking devices. However, fitting the boxes into older cars,
or foreign cars, is likely to cost at least £100 per vehicle. Currently satellite tracking
is not completely accurate, and can be problematic on roads lined with tall office
blocks.

Any political objections?

The Government is hoping to build a consensus. Other political parties have given
it their outline support. Motoring organisations, such as the AA and RAC, have also
acknowledged road pricing will play a part in combating congestion in the long-term,
although they are seeking guarantees that the scheme will either be revenue neutral
or see more capital invested in the road network.

Who will set the prices?

The Government is likely to set the charges but motoring bodies have suggested an
independent regulator.

How much money will it raise?

An estimated £9 billion annually. The Government has promised that any user
charging scheme would be introduced alongside cuts in fuel duty and road tax.

Adapted from M. Tempest, Q&A: National road charging scheme, 7 August 2006 © Guardian News & Media Ltd 2006
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(a) Use the information provided to explain two economic reasons why the demand for transport
by car has increased over the last decade. [4]

(b) The time drivers spend in traffic jams could rise 20% by 2010.

(©)
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(i)
(i)

(i)

(i)

State two costs, other than the value of time, associated with traffic congestion. [2]

Comment on the problems of estimating the value of time lost due to increased traffic
congestion. [4]

With the aid of a diagram, explain how a road charging scheme can correct the market
failure caused by traffic congestion. [4]

Discuss whether the national road user charging scheme outlined in the article is the
best means of reducing road congestion [6]
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Section B

Answer one question.

2 Concern continues to be expressed at the increased market share of some local bus companies
since deregulation.

@)

(b)

3 (a)

(b)

(b)

Explain how an increased market share for a firm might reduce the economic efficiency of
that industry. [10]

Discuss the extent to which the local bus industry in Britain has become an oligopoly since
deregulation. [15]

Explain the main factors which have influenced the increased demand for air passenger
transport. [10]

Discuss the extent to which government policy can influence the supply of air passenger
transport services. [15]

Explain the main factors determining a manufacturer's choice between modes of freight
transport. [10]

Discuss the ways in which the government can promote more sustainability in UK freight
transport. [15]
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