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A Road Pricing Primer 
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Roads (and curbs) are Unique 
…in being unpriced network 
infrastructure 
This absence of pricing results in both lost revenue and 
lower performance 
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Varieties of Road Pricing 

Road Pricing 

• What it sounds like – any program that charges 
a direct fee to use a road (i.e., Road User Charge 
or RUC) 

-Not the gas tax 

• Simplest version is per mile fee 

• Any charge will have some combination of two 
results: i) increased revenue or ii) changed 
behavior 

• RUCs are usually discussed as revenue 
instruments 

Congestion Pricing 

• A road price where priority is changing 
behavior 

• Raises revenue, but revenue is not the goal 

• Congestion charges are usually dynamic (i.e., 
rise and fall with demand to use the road) 

• Pollution and crash risk may also rise with 
congestion, so a congestion charge can proxy 
as a charge on those externalities as well 
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The Rate and Structure of a Charge Depend on What You 
Want the Charge to Do 
• Raise revenue: charge every vehicle a low price that they barely notice 

• Change Behavior: Target particular types of vehicles or driving (e.g., in congestion) with an extremely 
noticeable price 
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Congestion Charging 
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Mispriced Raods are Mismanaged Roads

Governments should try to align price and value 

Median home price: $1.4 million 

Average commercial rent: $72/sq ft 

Price to drive across: zero 

Price to park on residential street: zero 

Median home price: $197,000 

Average commercial rent: $12/sq ft 

Price to drive across: zero 

Price to park on residential street: zero 
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Price Controls Have Four Consequences 

• Shortages – You run out of the good 

• High Search Costs – People expend extra 
energy to find the good 

• Misallocation – The good is consumed both by 
people who value it a lot and people who don’t 

• Shadow Markets – the cost of the good ends 
up in the cost of other goods 
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Common Concerns 
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Privacy Concerns 
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Is pricing fair? 

• Road charges are regressive 

• However, lots of charges are regressive – regressivity isn’t automatically unfair 

• Status quo is also unfair 

• Big question is whether we can alleviate the burden pricing places on low-income people 
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  Free Roads: A Subsidy for the Affluent 
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Free Roads: A Penalty for the Urban Poor 
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Less Congestion has Public Health Benefits 
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If all freeways in major California metros were priced, about 
13% of households would be low-income and likely pay tolls 

FPL: Federal Poverty Level 
Pricing exposure = household is likely to pay a toll 
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This Problem Can Be Managed 

• Not through investments in transit or pedestrian infrastructure or bike lanes 

• The potential harm falls on people who still need to drive 

• Best approach is toll assistance, financed by tolls themselves (similar to utility aid, or food stamps) 

• Exemptions and discounts are very hard to manage, and not advisable 
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 Gradualism: Pricing Needn’t Happen All at Once 
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A Counterfactual 

• Suppose we already had pricing: how would we react to a proposal for taking it away? 

• Roads would be free, but… 

• More congestion 

• More pollution 

• Less revenue, including revenue to help people harmed by the pollution 

• Or think of it this way: how would we react to a proposal to abolish electric or water meters? 
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