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ABSTRACT 

In New South Wales, charges on developers have become increasingly popular 

as a means of financing local urban infrastructure. Other eastern states of Australia are 

poised to embrace this form of funding. Currently, a number of basic principles guide 

policy in pursuit of a widely accepted, but vaguely specified, understanding that the 

charges are a 'user pays' charge. Yet a clear statement as to exactly how the user pays 

objective is being achieved, on what theoretical grounds it is sanctioned, and what the 

theory implies about the methods of calculating charges, appears to be almost entirely 

absent from discussion. This study examines the theoretical basis on which user pays 

policies are advocated and attempts to formulate a model which is applicable to the 

context in which developer charges are levied. The study also evaluates the current 

practice of determining developer charges in New South Wales against guidelines 

derived from the theory. 

A method of calculation of developer charges is recommended which is inspired 

by the properties of optimal amortisation streams underlying the theory of long run 

marginal capacity cost measurement as developed by Ralph Turvey (1968a, 1969, 

1971, 1976). Mobilising the theoretical basis of an ideal charge can provide valuable 

guidance in issues of charge design. 

A need to improve the understanding of the basic objective of charges is vividly 

illustrated by the survey of current practice. There is a lack of clarity, consistency and 

cohesion in many formulae currently in use. A standardisation of basic procedures is 

recommended. Recognising that each type of infrastructure will require careful thought 

on' how to identify the demand for the service, ascertain the extent of excess capacity, 

and value the assets involved, a 'model' or step-by-step approach to the calculation of 

charges is proposed in the concluding chapter. 
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