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INTRODUCTION 

I t  i s  1982 .  Over  370 y e a r s  f r o m  t h e  f i r s t  A m e r i c a n  r o a d s  i n  
James town t  V i r g i n i a .  A l m o s t  350 y e a r s  f r o m  t h e  f i r s t  a c t  i n  
c u r  h i s t o r y  e s t a b l i s h i n g  a  s y s t e m  o f  r o a d  a d m i n i s t r a t i o n .  1/ 
The a u t o m o b i l e  i s  a l m o s t  9 0  y e a r s  o l d .  z/ The f i r s t  t a x  o n  i t  
a p p e a r e d  9 y e a r s  l a t e r ,  i n  New Y o r k .  3/ The f i r s t  t a x  o n  i t s  
u s e ,  O r e g o n ' s  m o t o r - f u e l  t a x ,  i s  o v e r  6 0  y e a r s  o l d .  A/ Our 
m o s t  c o m p r e h e n s i v e  and  a d v a n c e d  h i g h w a y  sys tem,  t h e  
I n t e r s t a t e  Sys tem,  h a s  b e e n  underway  s i n c e  1 9 5 6  and  some 
s e c t i o n s  a r e  a  q u a r t e r  o f  a  c e n t u r y  o l d .  

W h i l e  o u r  r o a d  s y s t e m  i s  u n d o u b t e d l y  t h e  m o s t  e x t e n s i v e  and  
a d v a n c e d  i n  t h e  w o r l d ,  s t i l l  t h e r e  a r e  p r o b l e m s .  The c o s t  

* o f  t h e  e n e r g y  t o  d r i v e  o u r  v e h i c l e s  has  s k y r o c k e t e d  i n  t h e  
l a s t  f e w  y e a r s .  R e l a t i v e l y  h i g h  i n f l a t i o n  ( f o r  t h e  U n i t e d  
S t a t e s )  has  e r o d e d  t h e  p u r c h a s i n g  power  o f  t h e  
h i g h w a y - f i n a n c e  d o i l a r .  The a b i l i t y ,  o r  a t  l e a s t  t h e  

I w i l l i n g n e s s ,  o f  o u r  c i t i z e n s  t o  a b s o r b  h i g h e r  t a x e s  t o  p a y  

f o r  t h e i r  r o a d s  a n d  t h e  upkeep  o f  t hem i s  q u e s t i o n a b l e ,  
c o n s i d e r i n g  t h e  e f f e c t s  o f  i n f l a t i o n ,  a n d  o f  c o u r s e ,  t h e r e  
i s  a c q u i s i t i v e  p r e s s u r e  o n  t h e  t a x  d o l l a r  f r o m  o t h e r ,  
c o m p e t i n g  g o v e r n m e n t a l  s e r v i c e s .  

I t l s e e m s  a p p r o p r i a t e  now t o  e x a m i n e  t h e  f i n a n c i n g  c o n c e p t  
t h a t ,  f o r  t h e  m o s t  p a r t ,  p a y s  f o r  b u i l d i n g  o u r  h i g h w a y s ,  
t h e i r  m a i n t e n a n c e  a n d  o t h e r  r e l a t e d  h i g h w a y  c o s t s .  T h i s  
p a p e r  w i l l  examine  t h e  h i s t o r y  o f  r o a d  and  h i g h w a y  f i n a n c i n g  
I n  t h i s  c o u n t r y  a n d  t h e  d e v e l o p m e n t  o f  t h e  w u s e r - p a y s w  
c o n c e p t .  We w i l l  d e s c r i b e  t h e  u s e r - n o n u s e r  d e b a t e ,  
i n c l u d i n g  who b e n e f i t s  f r o m  h i g h w a y s .  We w i l l  e x p l o r e  
v a r i o u s  d e f i n i t i o n s  o f  wha t  a  f l u s e r n  t a x  i s  and  i s  n o t  - 
a c c o r d i n g  t o  v a r i o u s  a u t h o r i t i e s  ( i n c l u d i n g  t h e  u l t i m a t e  
a r b i t e r ,  t h e  t a x - p a y i n g  c i t i z e n r y ) .  What m i g h t  b e  c a l l e d  
g r e y  a r e a s  w i l l  b e  d i s c u s s e d :  e l e m e n t s  o f  v e h i c l e - r e l a t e d  

a g o v e r n m e n t  income w h i c h  may o r  may n o t  b e  h i g h w a y - u s e r  i n  

n a t u r e .  F i n a l l y ,  we w i l l  d i s c u s s  haw a n d  how much h i g h w a y  
b e n e f i c i a r i e s  p a y  f o r  t h e  h i g h w a y s .  

I t  i s  o u r  i n t e n t  t o  e x p l a i n  and  a n a l y z e  t h e  i d e a  o f  
h i g h w a y - u s e r  t a x a t i o n  b y  p u t t i n g  i t  i n  h i s t o r i c a l  
p e r s p e c t i v e  a n d  e x p l o r i n g  v a r i o u s  p o i n t s  o f  v i e w .  Though 
t h e  o r i e n t a t i o n  o f  t h e  o f f i c e  p u b l i s h i n g  t h i s  r e p o r t  w i l l  b e  
d e s c r i b e d ,  t h e r e  i s  n o  i n t e n t  t o  a d v o c a t e  a p a r t i c u l a r  
p o s i t i o n .  



CHAPTER 1  

BACKGROUND 

The f i n a n c i n g  o f  h i g h w a y  t r a n s p o r t a t i o n  i n  t h e  U n i t e d  S t a t e s  
w i l l  be  a  m a j o r  c o n c e r n  f o r  a t  l e a s t  t h e  n e x t  5 o r  
1 0  y e a r s .  I n  many S t a t e s  h i g h w a y - u s e r  r e v e n u e s  h a v e  l e v e l e d  
o f f  o r  e v e n  d e c r e a s e d .  T h e ' s i t u a t i o n  i s  c o m p a r a b l e  f o r  t h e  
F e d e r a l  H i g h w a y  T r u s t  Fund. A c c o r d i n g  t o  t h e  Alabama 
H i g h w a y  D e p a r t m e n t ,  h i g h w a y  c o n s t r u c t i o n ~ a n d  m a i n t e n a n c e  
c o s t s  h a v e  i n c r e a s e d  e v e n  f a s t e r  t h a n  codsumer  p r i c e s  
g e n e r a l l y ,  t h u s  i n c r e a s i n g  S t a t e  h i g h w a y A a g e n c y  o p e r a t i n g  
e x p e n s e s  a n d  c o n s t r u c t i o n  c o s t s ,  a/ The p e t r o l e u m  s h o r t a g e s  o f  v 

1 9 7 3 1 7 4  a n d  1 9 7 9  i n c r e a s e d  t h e  p u b l i c ' s  s e n s e  o f  e n e r g y  
v u l n e r a b i l i t y ,  a l t e r e d  c o n s u m p t i o n  p a t t e i n s ,  and  r e i n f o r c e d  
t h e  t r e n d  t o w a r d  more f u e l - e f f i c i e n t  m o t o r  v e h i c l e s .  F u e l  
c o n s u m p t i o n  h a s  l e v e l e d  and  e v e n  d e c l i n e d  l a t e l y .  S i n c e  t h e  
m o t o r - f u e l  t a x  h a s  b e e n  t h e  m o s t  p r o d u c t i v e ,  a n d  f o r  o v e r  a  
h a l f - c e n t u r y ,  t h e  m o s t  s t a b l e  o f  t h e  h i g h w a y - u s e r  t a x e s ,  t h e  
f i n a n c i a l  b a s e  o f  t h e  N a t i o n f s  h i g h w a y  s y s t e m  i s  t h u s  b e i n g  
e r o d e d  f r o m  t h e  income s i d e ,  a s  w e l l  a s  f r o m  t h e  s t a n d p o i n t  
o f  e x p e n d i t u r e s ,  a c c o r d i n g  t o  T .  W .  Cooper ,  a  t r a n s p o r t a t i o n  
e c o n o m i s t  f o r  t h e  F e d e r a l  H i g h w a y  A d m i n i $ t r a t i o n  (FHWA). 51 
FHWA r e p o r t s  S t a t e  m o t o r - f u e l  t a x  r e c e i p t s  f o r  1 9 8 0  
d e c r e a s e d  f o r  3 9  S t a t e s .  N a t i o n a l l y ,  t h e  d e c r e a s e  f r o m  1 9 7 9  
i s  a p p r o x i m a t e l y  $ 2 1 0  m i l l i o n ,  o r  2 . 2  p e r c e n t .  31 

D a t a  f o r  1 9 8 0  i n d i c a t e s  t h a t  r e v e n u e  f r o m  i m p o s t s  o n  h i g h w a y  
u s e r s  t o  t h e  F e d e r a l  H i g h w a y  T r u s t  Fund w i l l  s h r i n k  b y  a b o u t  
$ 6 3 9  m i l l i o n  o r  9 .1  p e r c e n t .  &/ A t  t h e  e n d  o f  1 9 8 0  t h e  
F e d e r a l - a i d  h i g h w a y  c o n s t r u c t i o n  i n d e x  s t o o d  a t  3 4 6 . 9  p e r c e n t  
above  i t s  1 9 6 7  l e v e l ,  and  t h e  h i g h w a y  m a i n t e n a n c e  
and  o p e r a t i o n  i n d e x  was 1 6 9 . 8  p e r c e n t  above  1 9 6 7 .  F o r  
c o m p a r i s o n ,  t h e  c o n s u m e r - p r i c e  i n d e x  r o s e  " o n l y w  256 .2  p e r c e n t  e 

i n  t h e  same p e r i o d .  P/ I t  i s  g e n e r a l l y  a c c e p t e d  t h a t  
t h e  N a t i o n ' s  r o a d  s y s t e m  i s  d e t e r i o r a t i n g  a t  a n  a l a r m i n g  
r a t e .  Now t h a t  t h e  I n t e r s t a t e  Sys tem i s  l a r g e l y  open  t o  
t r a f f i c ,  i t  i s  i n c r e a s i n g l y  o b v i o u s  t h a t  t h e  m o s t  u r g e n t  
n e e d  f o r  h i g h w a y  d o l l a r s  f o r  t h e  i m m e d i a t e  f u t u r e  w i l l  b e  
f o r  h i g h w a y  p r e s e r v a t i o n .  Thus,  t h e  p r e s s u r e  o n  S t a t e  
f u n d i n g  s o u r c e s  w i l l  b e  e v e n  g r e a t e r  i n  t h e  f u t u r e .  . 

F o r  t h e s e  r e a s o n s ,  h i g h w a y  f i n a n c i n g  i s  c u r r e n t l y  s e e n  t o  be 
a f f p r o b l e m . n  I n  f a c t ,  i t  i s  i n c r e a s i n g l y  r a r e  t h e s e  d a y s  t o  
s e e  t h e  t e r m  " h i g h w a y  f i n a n c e n  w i t h o u t  t h a t  d i s p a r a g i n g  t e r m  
l u r k i n g  somewhere i n  t h e  v i c i n i t y .  Many a u t h o r i t i e s  a t  a l l  
g o v e r n m e n t a l  l e v e l s ,  i n  academia ,  and  i n  i n d u s t r y  a r e  
s t u d y i n g  v a r i o u s  a s p e c t s  o f  t h e  p r o b l e m .  Some a r e  s t u d y i n g  
ways t o  manage h i g h w a y  r e v e n u e s  more e f f i c i e n t l y .  O t h e r s  
a r e  s t u d y i n g  ways t o  g e t  more m i l e a g e  o u t  o f  c u r r e n t  t a x e s  
by  g o i n g  a f t e r  t a x  e v a d e r s ,  o r  b y  b r o a d e n i n g  t h e i r  b a s e  
( m a k i n g  more p e o p l e  p a y  a n d / o r  m a k i n g  p e o p l e  p a y  m o r e l .  

The p o r t i o n  o f  t h e  p u b l i c  t h a t  c o n t r i b u t e s  m o s t  o f  t h e  money 
expended  f o r  h i g h w a y s  and  s t r e e t s  i s  g e n e r a l l y  c l a s s e d  as  
" h i g h w a y  u s e r s . "  L e a v i n g  a s i d e  f o r  t h e  moment m a t t e r s  o f  



h i s t o r i c  e v o l u t i o n ,  t h e  " u s e r - p a y s n  p r i n c i p l e  seems w e l l  and  
f i r m l y  e s t a b l i s h e d ,  a t  l e a s t  i n s o f a r  a s  t h e  h i g h w a y  
t r a n s p o r t a t i o n  mode i s  c o n c e r n e d .  H i g h w a y - u s e r  t a x e s ,  a s  
t h e y  a r e  u n d e r s t o o d  b y  t h e  g e n e r a l  p u b l i c  and t h e i r  e l e c t e d  
r e p r e s e n t a t i v e s ,  a p p e a r  t o  b e  b a s i c a l l y  a c c e p t a b l e  t o  t h e  
c i t i z e n r y .  E s s e n t i a l l y ,  u s e r  t a x e s  and  f e e s  a r e  p e r c e i v e d  
t o  be  f a i r ,  Those w i t h  v e h i c l e s  p a y ?  a n d  t h o s e  w i t h o u t  do 
n o t ,  and t h e y  a r e  f a i r l v  l e v i e d .  The r o a d  i s  a v a i l a b l e  t o  b e  
u s e d  i f  t h e  d r i v e r  c h o o s e s  C v i a  t h e  y e a r l y  r e g i s t r a t i o n  
f e e ) ?  and  i f  he  c h o o s e s  t o  u s e  t h e  r o a d  h e  p a y s  a c c o r d i n g  t o  
how much he  u s e s  i t  ( v i a  t h e  f u e l  t a x ) .  

The i d e a  o f  t h e  u s e r  o f  a  h i g h w a y  p a y i n g  f o r  u s i n g  i t  ( a l o n g  
w i t h  t h e  p l a n n i n g ,  c o n s t r u c t i o n ,  o p e r a t i o n ,  and u p k e e p  a s  
w e l l )  seems s i m p l e .  

E x c e p t ,  i n  a c o u n t r y  a s  b i g  a s  t h e  U n i t e d  S t a t e s ,  and a  
comp lex  s o c i e t y  w i t h  s o  many s p e c i a l  i n t e r e s t s ,  n o t h i n g  i s  

@ s i m p l e .  A s  we s h a l l  s e e r  t h e  ( h i g h w a y )  u s e r - p a y s  p r i n c i p l e  

e v o l v e d  m a r e - o r - l e s s  w i l l y - n i l l y ?  a l m o s t  a n  a f t e r t h o u g h t  
r a t h e r  t h a n  a c a r e f u l l y  r e a s o n e d  s o l u t i o n  d e v i s e d  i n  
a d v a n c e .  

A p p a r e n t l y ,  no  one s p e c i f i c a l l y  i n t e n d e d s  a t  f i r s t  anyway, 
f o r  i t  t o  t u r n  o u t  t h e  way i t  has .  And d e f i n i n g  e x a c t l y  who 
a  h i g h w a y  u s e r  i s r  a s  d i s t i n g u i s h e d  f r o m  o t h e r  t a x - p a y i n g  I 

c i t i z e n s  who a l s o  b e n e f i t  f r o m  h i g h w a y s ,  i s  f a r  f r o m  
u n i v e r s a l l y  a g r e e d  upon.  N o r  i s  t h e r e  a g r e e m e n t  o n  how t o  
t a x  t h o s e  who b e n e f i t  f r o m  r o a d s ,  and  how much t o  t a x  t h e  
v a r i o u s  c l a s s e s  o f  u s e r s ,  e s p e c i a l l y  when a l l  o t h e r  t a x e s  
a r e  c o n s i d e r e d ,  T h e r e  a r e  a l s o  d i v e r g e n t  o p i n i o n s  a s  t o  
w h e t h e r  p a r t i c u l a r  t a x  l e v i e s  a n d  e l e m e n t s  o f  g o v e r n m e n t a l  
r e v e n u e  a r e ,  o r  a r e  n o t ,  p r o p e r l y  c l a s s e d  as  h i g h w a y - u s e r  
r e v e n u e s ,  and  w h e t h e r  t h e y  a r e  a v a i l a b l e  t o  b e  u s e d  f o r  
h i g h w a y  p u r p o s e s .  

C o n s i d e r i n g  t h e  c u r r e n t  and  e x p e c t e d  f u t u r e  i n t e r e s t  i n  
h i g h w a y - f i n a n c i n g  mechan isms?  t h i s  r e p a r t  e x p l o r e s  t h e s e  
d i v e r s e  o p i n i o n s  - t h u s ,  p r o v i d i n g  a  b u i l d i n g  b l o c k  f o r  
r e s e a r c h e r s  a n d  g o v e r n m e n t a l  a u t h o r i t i e s  t o  s t u d y  t h e  
h i g h w a y  f i n a n c e  p r o b l e m .  
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CHAPTER 2 

THE EVOLUTION OF H I G H W A Y  F I ~ A N C I N G  
AND THE USER-PAYS PRINCI'PLE 

The e s t a b l i s h m e n t  o f  h i g h w a y  f a c i l i t i e s  b y  g o v e r n m e n t ,  a s  
t h e y  m o s t l y  a r e  t o d a y ,  i s  b y  n o  means new. Roads b u i l t  b y  
t h e  Roman e m p i r e  and  e a r l i e r  g o v e r n m e n t s  a r e  s t i l l  w i t h  us ,  
The " r i g h t - o f - p a s s a g e "  was d e v e l o p e d  i n  common l a w  a n d  
e n a c t e d  a s  a  s t a t u t e  i n  E n g l a n d  i n  1 5 5 5 .  A C a l i f o r n i a  
l e g i s l a t i v e  r e p o r t  n o t e s  t h a t  " w o r k i n g  o /u t  t h e  r o a d  t a x "  h a s  
e a r l y  E u r o p e a n  a n t e c e d e n t s  and  was commoln i n  A m e r i c a  w e l l  
i n t o  t h e  1 9 t h  c e n t u r y .  101 As l a n d  near1 n a v i g a b l e  w a t e r s  
became occup ied , .  s e t t l e r s  moved i n l a n d ,  ' n e c e s s i t a t i n g  r o a d s  
t o  s e r v e  t h e i r  needs .  The m a i n t e n a n c e  o f  t h e s e  r o a d s ,  
e i t h e r  b y  l a b o r  o r  a s s e s s m e n t ,  g e n e r a l l y i  became a  l e g a l  
o b l i g a t i o n  o f  t h e  l a n d  o w n e r s  a l o n g  t h e  r o a d .  =/ 
The i d e a  o f  a s s e s s m e n t s  was expanded  t o  c o v e r  s t r e e t s ,  
l a n e s ,  and  o t h e r  r o a d s  b y  a  s t a t u t e  o f  W i l l i a m  and M a r y  i n  
1691 .  I t  p r o v i d e d  t h a t  r o a d s  were  t o  b e  m a i n t a i n e d  b y  
c h a r g e s  t o  t h e  h o u s e h o l d e r s  o r  i n h a b i t a n t s  whose p r o p e r t y  
a b u t t e d  t h e  s t r e e t s .  =/ 
H i g h w a y s  and s t r e e t s  were  c o n s i d e r e d  p r i m a r i . 1 ~  a  l o c a l  
g o v e r n m e n t  r e s p o n s i b i l i t y  i n  t h i s  c o u n t r y  t h r o u g h  t h e  e a r l y  
p a r t  o f  t h e  1 9 t h  c e n t u r y ,  t h o u g h  S t a t e s  i o c c a s i o n a l l y  
c o n t r i b u t e d  a i d  i n  a n t i c i p a t i o n  o f  e c o n o m i c  b e n e f i t s  f o r  t h e  
S t a t e  a s  a  w h o l e .  F o r  a b o u t  t w o  c e n t u r i e s ,  h i g h w a y s  were  
b u i l t  and  m a i n t a i n e d  b y  l o c a l  g o v e r n m e n t s  and f i n a n c e d  
t h r o u g h  p o l l  a n d  p r o p e r t y  t a x e s .  T y p i c a l l y ,  t h e  l o c a l  
f a r m e r s  and  s e t t l e r s  p a i d  t h e  t a x e s  i n  t h e  f o r m  o f  work  an  
t h e  r o a d s .  M a l e  c i t i z e n s  had  t o  f u r n i s h  a c e r t a i n  number o f  
d a y s  o f  l a b o r  p e r  y e a r  o n  r o a d  c o n s t r u c t i o n  and  r e p a i r .  u/ A 
D e p a r t m e n t  o f  Commerce r e p o r t  t o  C o n g r e s s  o n  h i g h w a y  c o s t  
a l l o c a t i o n  s t a t e s ,  "The i n e f f i c i e n c i e s  o f  t h i s  method,  
c o u p l e d  w i t h  t h e  t e n d e n c y  o f  t h e  more s u b s t a n t i a l  c i t i z e n s  
t o  s u b s t i t u t e  a  money payment ,  c a u s e d  t h e  g r a d u a l  
r e p l a c e m e n t  o f  s t a t u t e  l a b o r  b y  r o a d - t a x  l e v i e s . "  141 O h i o  
e n a c t e d  a  S t a t e  r o a d  t a x  o f  o n e - h a l f  t o  1 c e n t  p e r  a c r e  o f  
l a n d  i n  1819.  u/ A 1975  FHWA r e p o r t  n o t e s :  "The p r a c t i c e  o f  
s p e c i a l  a s s e s s m e n t s  o n  a b u t t i n g  o r  n e a r b y  p r o p e r t y  f o r  
h i g h w a y  i m p r o v e m e n t s  was a  p r o m i n e n t  f e a t u r e  o f  t h e  e a r l y  
d a y s  o f  t h e  h i g h w a y  e r a  and  s t i l l  p e r s i s t s  s t r o n g l y  i n  u r b a n  
r e s i d e n t i a l  d e v e l o p m e n t .  F o r  t h e  more i m p o r t a n t  s t r e e t s  a n d  
h i g h w a y s ,  a p p r o p r i a t i o n s  f r o m  t h e  g e n e r a l  f u n d  o f  c i t y ,  
c o u n t y  o r  S t a t e  were  n o t  uncommon." J&/ The m a i n  f u n c t i o n  o f  
r o a d w a y s  was a c c e s s  t o  p r o p e r t y ,  and i t  was b e l i e v e d  t h e  
a d j a c e n t  p r o p e r t y  o w n e r s  s h o u l d  p a y  f o r  them.  Uf 

As t h e  m i d w e s t e r n  r e g i o n  was s e t t l e d  and  began  t o  p r o d u c e  
l a r g e  q u a n t i t i e s  o f  a g r i c u l t u r a l  p r o d u c t s ,  t h e  p r o b l e m  o f  
a d e q u a t e  t r a n s p o r t a t i o n  t o  t h e  e a s t e r n  s e a b o a r d  f o r  
c o n s u m p t i o n  and  e x p o r t  became a c u t e .  L o c a l  g o v e r n m e n t s  were  
n o t  c a p a b l e  o f  d e v e l o p i n g  h i g h w a y s  t o  t h e  d e g r e e  t h a t  was 
needed.  Because o f  t h i s  and b e c a u s e  t h e  i d e a  o f  
c e n t r a l i z i n g  a n y  f u n c t i o n  i n  a  S t a t e  o r  F e d e r a l  Governmen t  



was g e n e r a l l y  opposed ,  a  t o l l  r o a d  movement d e v e l o p e d .  The 
f i r s t  t o l l  r o a d  was t h e  L i t t l e  R i v e r  T u r n p i k e ,  b u i l t  i n  1785 
f rom A l e x a n d r i a  t o  S n i c k e r s P  Gap, V i r g i n i a .  u/ 
The a d v e n t  o f  t h e  s t e a m  l o c o m o t i v e  i n  1830  t o l l e d  t h e  d e m i s e  
o f  t o l l  r o a d s .  The c o u n t r y ' s  r e s o u r c e s  were  s o o n  c o m m i t t e d  
t o  b u i l d i n g  r a i l r o a d s  and  t h e  i m p o r t a n c e  o f  h i g h w a y s  
r e c e d e d .  They c o u l d  n o t  compe te .  M o s t  t o l l  r o a d s  wen t  
b a n k r u p t  a n d p ' e x c e p t  f o r  l o c a l  t r a v e l ,  t h e  w h o l e  h i g h w a y  
t r a n s p o r t a t i o n  s y s t e m  f e l l  i n t o  d i s r e p a i r .  H i g h w a y s  
r e v e r t e d  t o  g o v e r n m e n t  r e s p o n s i b i l i t y ,  t h e  fun ,ds  c o m i n g  
m a i n l y  f r o m  g e n e r a l  p r o p e r t y  t a x a t i o n  and  p o l l  t a x e r .  191 

Then came t h e  a u t o m o b i l e  i n  1893 .  The g r o w t h  o f  v e h i c l e  
* p r o d u c t i o n  and  u s e  i n  t h e  f i r s t  2 0  y e a r s  ~f t h e  2 0 t h  c e n t u r y  

was r a p i d .  C o n c u r r e n t ' l y  t h e r e  was a n  i n c r e a s i n g  demand f o r  
more and b e t t e r  r o a d s .  I t  became c l e a r  t h a t  t h e  m a i n  
s o u r c e s  o f  r o a d  f i n a n c i n g ,  e s p e c i a l l y  t h e  p r o p e r t y  t a x ,  were  
i n a d e q u a t e ,  and S t a t e s , b e g a n  s e a r c h i n g  f o r  a l t e r n a t i v e  
r e v e n u e  s o u r c e s .  206 

The f i r s t  o f  wha t  we now c a l l  h i g h w a y - u s e r  i m p o s t s  was 
e n a c t e d  b y  New ' f o r k  i n  1901 .  T h i s  was a  f e e  o n  a l l  m o t o r  
v e h i c l e s  and was l e v i e d  f o r  r e g i s t r a t i o n  p u r p o s e s ,  r a t h e r  
t h a n  a s  a r e v e n u e - r a i s i n g  measure .  a/ By 1915  a l l  S t a t e s  h a d  
a r e g i s t r a t i o n  l a w ,  b u t  i t  was n o t  u n t i l  1921  t h a t  a n n u a l  
r e g i s t r a t i o n  was r e q u i r e d  b y  a l l  S t a t e s .  =/ 
The f o l l o w i n g  b r i e f  d e s c r i p t i o n  o f  t h e  e v o l u t i o n  o f  t h e  
h i g h w a y - u s e r  t a x  f a m i l y  i s  d e r i v e d  f r o m  s e v q r a l  s o u r c e s ,  
p r i m a r i l y  a  1 9 6 8  FHWA s t u d y  o f  t h i r d - s t r u c t u r e  t a x e s :  "The 
p a t r i a r c h  o f  t h e  ( h i g h w a y  u s e r )  f a m i l y  o f  t a x e s  i s  t h e  
r e g i s t r a t i o n  f ~ e ,  i n  i t s  y o u t h  a  modes t  o n e - t i m e  p a y m e n t  t o  
c o v e r  m o t o r - v e h i c l e  r e g i s t r a t i o n  f o r  p u r p o s e s  o f  
i d e n t i f i c a t i o n ,  T h i s  p e r i o d  o f  y o u t h f u l  f r e e d o m  f r o m  
s e r i o u s  f i s c a l  r e s p o n s i b i l i t y  was s h o r t l i v e d ,  a n d  a t  a n  
e a r l y  age t h e  r e g i s t r a t i o n  f e e  was c a l l e d  u p o n  t o  assume t h e  
a d u l t  r o l e  o f  a n  a n n u a l  r e v e n u e  measure  t o  h e l p  f i n a n c e  t h e  
r o a d s .  D e s p i t e  t h i s  change  i n  s t a t u s ,  i t  i s  s t i l l  
f r e q u e n t l y  r e f e r r e d  t o  a s  a  f e e  r a t h e r  t h a n  a  t a x . "  =/ 
"The r e v e n u e s  n e c e s s a r y  t o  meet  t h e  demand f o r  b e t t e r  r o a d s  
t o  accommodate t h e  g r o w i n g  number o f  m o t o r  v e h i c l e s  a n d  t h e  
i n c r e a s i n g  v e h i c u l a r  t r a f f i c  p r o v e d  t o  b e  f a r  i n  e x c e s s  o f  
t h e  c a p a c i t y  o f  t h e  r e g i s t r a t i o n  f e e  ( t a x ) .  C o n s e q u e n t l y  
t h e  s o v e r e i g n  l e g i s l a t u r e s  g a v e  t o  t h e  r e g i s t r a t i o n  f e e  
( t a x )  a s  spouse  t h e  p r o m i s i n g  young  m o t o r - f u e l s  ( n e  
g a s o l i n e )  t a x  a s  h e l p m a t e .  T h i s  was a  happy  u n i o n .  N o t  
o n l y  d i d  t h e  m o t o r - f u e l s  t a x  p r o v e  h e a l t h y  a n d  v i g o r o u s ,  b u t  
t h e  p a r t n e r s  c o m p l i m e n t e d  e a c h  o t h e r  s o  t h a t  t h e  weaknesses  
o f  t h e  one t e n d e d  t o  b e  o f f s e t  b y  t h e  v i r t u e s  o f  t h e  
o t h e r , "  =/ The f i r s t  t a x  on g a s o l i n e  was a d o p t e d  b y  t h e  
Oregon l e g i s l a t u r e  i n  F e b r u a r y  1919 .  a/ The t a x  p r o c e e d s  w e r e  
l e g i s l a t i v e l y  d e d i c a t e d  t o  t h e  m a i n t e n a n c e  o f  S t a t e  
h i g h w a y s .  =/ By 1929 a l l  S t a t e s  were  i m p o s i n g  a t a x  o n  m o t o r  
f u e l  and  3 y e a r s  l a t e r  a  1 - c e n t  F e d e r a l  t a x  o n  g a s o l i n e  was 
e n a c t e d  a s  p a r t  o f  t h e  Revenue A c t  o f  1932.  =/ I t  m i g h t  b e  



n o t e d  i n  p a s s i n g  t h a t  New Y o r k ,  t h e  f i r s t  S t a t e  t o  impose a  
m o t o r - v e h i c l e  r e g i s t r a t i o n  f e e ,  was t h e  l a s t  t o  e n a c t  a  
g a s o l i n e  t a x .  a/ 
" V a r i o u s  a d d i t i o n s  h a v e  b e e n  made t o  t h e  u s e r  t a x  f a m i l y  
t h r o u g h  t h e  y e a r s . w  The o f f s p r i n g  o f  t h e  o l d e r  g e n e r a t i o n  
t a x e s ,  t h e  r e g i s t r a t i o n  f e e  a n d  m o t o r - f u e l s  t a x  ( o f t e n  
r e f e r r e d  t o  a s  f i r s t  and s e c o n d - s t r u c t u r e  t a x e s ,  
r e s p e c t i ~ e l y ) ~  i n c l u d e  g r o s s - r e c e i p t s  t a x e s  and v a r i o u s  
k i n d s  o f  t a x e s  b a s e d  o n  m i l e s  t r a v e l e d ,  s u c h  a s  w e i g h t - m i l e  
and  a x l e - m i l e  t a x e s .  These newer  g e n e r a t i o n  f e e s  a r e  
u s u a l l y  r e f e r r e d  t o  a s  t h i r d - s t r u c t u r e  t a x e s .  T y p i c a l l y ,  
t h e y  r e f l e c t  a c c e p t a n c e  o f  a  g r e a t e r  h i g h w a y  c o s t  
r e s p o n s i b i l i t y  o n  t h e  p a r t  o f  h e a v i e r  d / o r  c o m m e r c i a l  
v e h i c l e s ,  a s  w e l l  a s  a n  i n t e n t  t o  t a x  t - o f - s t a t e  a s  w e l l  
a s  i h - s t a t e  u s e r s .  

"The m o t o r - f u e l s  t a x  assumed t h e  d o m i n a n t  f i s c a l  r o l e  and  
o u t  p e r f o r m e d  i t s  p a r t n e r ,  t h e  r e g i s t r a t i o n  f e e  ( t a x ) .  I t  
a l s o  i s  a p p a r e n t  f r o m  t h e  c h a r a c t e r  o f  t h e  newer  f a m i l y  
members a n d  t h e  c h a n g e s  e f f e c t e d  Ian t h e  o l d e r  members t h a t  a 
b a s i c  c o n c e p t  o f  t h e  m o t o r - f u e l s  t a x - t h e  m e t e r i n g  o f  h i g h w a y  
s e r v i c e s - h a s  d o m i n a t e d  t h e  n a t u r e  o f  t h e  newer  
l t h i r d - s t r u c t u r e l  t a x e s  and  h a s  i n f l u e n c e d  t h e  m o d i f i c a t i o n s  
i n  t h e  o l d . "  J.Q/ 

R .  M. Z e t t e l  s a y s  t h a t  l l h i s t o r y  r e v e a l s  t h a t  n o  c a r e f u l l y  
w o r k e d  o u t  t h e o r y  a n t e c e d e d  t h e  a d o p t i o n  o f  u s e r  t a x a t i o n  a s  
we know i t  t o d a y .  The t h e o r e t i c a l  f o u n d a t i o n ,  s u c h  a s  i t  
i s ,  was b u i l t  a f t e r  t h e  f r a m e w o r k  was e r e c t e d . "  a/ 

I 

T h e r e  a r e  v a r i o u s  t h e o r i e s  a s  t o  wha t  { i n p e l l e d  t h e  
d e v e l o p m e n t  o f  u s e r  t a x a t i o n .  One i s  t h a t  u s e r  t a x a t i o n  was 

4 p r i m a r i l y  a r e s p o n s e  t o  t h e  demands f o q  b e t t e r  r o a d s  
i r e q u i r e d  t o  accommodate t h e  e x p l o s i v e  g r o w t h  o f  t h e  m o t o r  

v e h i c l e .  T h e r e  i s  n o  d o u b t  t h a t  a c c o m m o d a t i n g  t h e  g r o u i n g  
vo lume o f  m o t o r  v e h i c l e  t r a f f i c  g r e a t l y  i n c r e a s e d  t h e  
S t a t e s 1  r e v e n u e  needs .  

i 

However ,  a  number o f  S t a t e s  h a d  a d o p t e d  S t a t e  h i g h w a y  
i s y s t e m s  and  p r o v i d e d  f u n d s  f o r  t hem y e q r s  b e f o r e  a n y  t h o u g h t  

was g i v e n  t o  t h e  s i g n i f i c a n c e  o f  m o t o r  v e h i c l e s  o r  t o  t h e i r  
i t a x a t i o n .  , 

1 
; Z e t t e l  a l s o  n o t e s  t h a t  f o r c e s  n o t  d i r e c ! t l y  r e l a t e d  t o  a t r a n s p o r t a t i o n  were  a t  work  i n  t h e  e a r l y  p a r t  o f  t h i s  

i 
c e n t u r y .  T h e r e  was c o n s i d e r a b l e  d i s s a t i s f a c t i o n  w i t h  t h e  
g e n e r a l  t a x  s t r u c t u r e ,  e s p e c i a l l y  t h e  p r o p e r t y  t a x  w h i c h  was 

3 t h e  m a j o r  s u p p o r t  o f  h i g h w a y s .  The p r o p e r t y  t a x  l f . . .was 
1 s a i d  t o  h a v e  t w o  f a u l t s :  i t  was wrong  i n  t h e o r y  and  i t 
i d i d n ' t  work  i n  p r a c t i c e . "  T h e r e f o r e ,  t h e  S t a t e s  b e g a n  

s e a r c h i n g  f o r  o t h e r  r e v e n u e  s o u r c e s .  The m o t o r - v e h i c l e  and  
i t s  u s e r  were  a n  o b v i o u s  t a r g e t ,  e s p e c i a l l y  s i n c e  t h e  
h i g h w a y - u s e r  c h a r g e  r a t i o n a l i z a t i o n  was r e a d y  a t  hand .  =/ 
A c c o r d i n g  t o  S h o r e y  P e t e r s o n  o f  P r i n c e t o n  i n  1950 ,  a n o t h e r  
i m p e t u s  f o r  t h e  d e v e l o p m e n t  o f  h i g h w a y - u s e r  t a x e s  i s  



b e l i e v e d  t o  b e  t h a t  t h e  d e v e l o p m e n t  o f  m o t o r - v e h i c l e  t r a f f i c  
removed h i g h w a y s  f r o m  t h e i r  l o c a l  r o l e  b e c a u s e  ''...the c l o s e  
c o n n e c t i o n  b e t w e e n  c o m m u n i t y  b e n e f i t  and  i n d i v i d u a l  
a d v a n t a g e  d i s s o l v e d  ...." The r e s u l t  was a c c e p t a n c e  o f  t h e  
i d e a  t h a t  " . . . h ighway  s e r v i c e ,  u n l i k e  o t h e r  b a s i c  g o v e r n m e n t  
a c t i v i t i e s ,  m i g h t  b e  d e v e l o p e d  b y  o r d i n a r y  i n v e s t m e n t  
s t a n d a r d s  and  f i n a n c e d  b y  s p e c i f i c  b e n e f i c i a r i e s ,  r a t h e r  
t h a n  t h e  g e n e r a l  p u b l i c . "  =/ 
P e t e r s o n  a d d s :  " E f f e c t i v e  c h a n g e s  i n  p o l i c y  do n o t  come 
t h r o u g h  f o r m u l a t i n g  new t h e o r i e s  a n d  i m p o s i n g  them." 
I n s o f a r  a s  t h e  e v o l u t i o n  o f  h i g h w a y  f i n a n c i n g  mechan isms 
goes,  " . . ,change h a s  come t h r o u g h  t h e  p r a c t i c a l  p r e s s u r e  o f  
new p r o b l e m s .  B u t  t h e  change  h a s  b e e n  p o s s i b l e , b e c a u s e  o f  
t h e  i n h e r e n t  n a t u r e  o f  h i g h w a y  s e r v i c e  w h i c h ,  i n  i t s  p r i m a r y  
modern  r o l e  a s  p a r t  o f  t h e  m o t o r - t r a n s p o r t  i n d u s t r y ,  s e r v e s  
s p e c i f i c  u s e r s  i n  a r o u g h l y  m e a s u r a b l e  way and  assumes a 
c o m p e t i t i v e  p l a c e  i n  t h e  p r i v a t e  economy. Changes s o  
i n d u c e d  go no f u r t h e r  t h a n  t h e  i m p e l l i n g  c i r c u m s t a n c e s  
r e q u i r e ;  s o  t h a t  t h e r e  h a s  b e e n  no c l e a r  b r e a k  w i t h  t h e  
o l d e r  way o f  v i e w i n g  r o a d s  o r  o f  p r o v i d i n g  them." =/ 
We h a v e  now s k e t c h e d  t h e  e v o l u t i o n  o f  t h e  " u s e r - p a y s w  
p r i n c i p l e  o f  h i g h w a y  - F i n a n c i n g  i n  t h e  U n i t e d  S t a t e s .  
However i t  a l l  came a b o u t ,  t h e  i d e a  o f  f i n a n c i n g  h i g h w a y s  
m a i n l y  b y  t a x i n g  t h e  h i g h w a y  u s e r  now seems f i r m l y  
e s t a b l i s h e d .  T h a t  i s  n o t  t o  say  t h a t  e v e r y t h i n g  i s  s e t t l e d  
and  d e c i d e d  f o r  t h e  p r i n c i p l e  - o r  r a t i o n a l i z a t i o n  - i s  n o t  
u n i v e r s a l l y  a c c e p t e d .  And where  i t  i s  a c c e p t e d ,  t h e  
p r a c t i c a l  means o f  a p p l y i n g  i t  a r e  s u b j e c t  t o  v a r i o u s  
o p i n i o n s .  F u r t h e r ,  t h e r e  a r e  d i s a g r e e m e n t s  w i t h  w h a t  
c o n s t i t u t e  u s e r  c h a r g e s  and  w h e t h e r  o n l y  u s e r  c h a r g e s  s h o u l d  
f i n a n c e  t h e  h i g h w a y  f u n c t i o n .  N e v e r t h e l e s s ,  t h e  u s e r - p a y s  
p r i n c i p l e  h a s  h e l d  sway i n  h i g h w a y  f i n a n c i n g  f o r  r o u g h l y  
h a l f  a  c e n t u r y .  Why? 

The s h o r t  answer  i s  t h e  t a x - p a y i n g  and  v o t i n g  c i t i z e n  
a c c e p t s  t h e  i d e a .  The s l i g h t l y  l o n g e r  answer  i s  t h e  p u b l i c  
and i t s  l e g i s l a t o r s  a c c e p t  t h e  r a t i o n a l e s  u n d e r l y i n g  t h e  
u s e r - p a y s  c o n c e p t  a s  r e a s o n a b l e  a n d  e q u i t a b l e .  And s i n c e  
t h e  o n l y  v a l u e  a n y  r e p o r t  h a s  i s  i n  h e l p i n g  t o  a n t i c i p a t e  
a n d  d e a l  w i t h  t h e  f u t u r e ?  i t  i s  w o r t h  a  l i t t l e  s p a c e  t o  
d e s c r i b e  t h e  u n d e r l y i n g  c h a r a c t e r i s t i c s  o f  t h e  h i g h w a y - u s e r  
f i n a n c e  s y s t e m  t o  e n s u r e  t h a t  t h e  t h e o r e t i c a l  f o u n d a t i o n  i s  
s t i l l  v i a b l e .  

A b i t  o f  a m p l i f i c a t i o n .  F i r s t ,  t h e  u s e r - p a y s  c o n c e p t  
i n v o l v e s  t w o  e l e m e n t s .  The u s e r  p a y s ,  a n d  t h e  g o v e r n m e n t  
u s e s  t h a t  m o n e y - t h a t  p a r t i c u l a r  money- - fo r  h i g h w a y  p u r p o s e s ,  
We u s u a l l y  speak  o f  t h e  u s e r  p a y i n g  f o r  t h e  h i g h w a y s .  B u t  
i n  p a r t ,  t h e r e  i s  a  t i m e - s h i f t  a t  work .  The h i g h w a y  he u s e s  
a t  t h e  t i m e  he  p a y s  t h e  t a x e s  o r  f e e s ,  f o r  e x a m p l e ?  t h e  f u e l  

I 

t a x ,  i s  a l r e a d y  t h e r e ;  t h u s  t h e  h i g h w a y  u s e r  i s  p a r t i a l l y  
p a y i n g  t o  a m o r t i z e  t h e  c o s t  o f  e x i s t i n g  h i g h w a y ,  b u t  a l s o ,  
he  i s  p a y i n g  t h e  c o s t  t o  m a i n t a i n  t h e  h i g h w a y  and  u l t i m a t e l y  
t o  r e p l a c e  t h e  h i g h w a y .  The r o a d  u s e r  p a y s  t h e  t a x e s  i n  t h e  
e x p e c t a t i o n  t h a t  a l l  o f  t h e  money t h a t  he  pays t h e  I 
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We h a v e  t r a c k e d  h i g h w a y  f i n a n c i n g  mechan isms t o  t h e  e a r l y  
p a r t  o f  t h i s  c e n t u r y  and  e x p l o r e d  t h e  d e v e l o p m e n t  o f  t h e  
u s e r - p a y s  c o n c e p t .  I n  t h e  n e x t  c h a p t e r  we w i l l  d i s c u s s  t h e  

g o v e r n m e n t  w i l l  b e  u s e d  f o r  h i g h w a y  p u r p o s e s .  The s u b j e c t  
o f  t h e  d e d i c a t i o n  o f  h i g h w a y - u s e r  r e v e n u e s  t o  h i g h w a y  
p u r p o s e s  o r  t h e i r  d i v e r s i o n  t o  n o n h i g h w a y  p u r p o s e s  i s  f o r  
t h e  m o s t  p a r t  t a n g e n t i a l  t o  t h e  s u b j e c t  o f  t h i s  r e p o r t ,  b u t  
t h e r e  i s  d e f i n i t e  l i n k a g e  w h i c h  n e e d s  a t  l e a s t  t o  b e  n o t e d .  
I n  Z e t t e l ' s  words ,  "On f i r s t  i m p r e s s i o n  t h e  s o l e  p u r p o s e  o f  
u s e r  t a x a t i o n  seems t o  b e  t o  r a i s e  moqey w i t h  c o n v e n i e n c e  
a n d  c e r t a i n t y  i n  o r d e r  t o  f i n a n c e  h i g h w a y  p r o g r a m s , "  I n  
b r o a d e r  t e r m s ,  " . . . t h e  p u r p o s e  o f  u s e r  t a x a t i o n  i s  t o  
r e c o v e r  f o r  g o v e r n m e n t  some p a r t  o r  a l l  o f  t h e  c o s t s  o f  
s u p p l y i n g  h i g h w a y  s e r v i c e  t h r o u g h  d i r e c t  c h a r g e s  o n  t h o s e  
u s i n g  t h e  s e r v i c e . "  =/ 
Why s h o u l d  t h e  h i g h w a y  f u n c t i o n  o f  r n m e n t  b e  s i n g l e d  o u t  
f o r  s p e c i a l  t r e a t m e n t ?  Z e t t e l  o f f e  h r e e  r e a s o n s :  
Ii) E q u i t y .  H ighway  s e r v i c e s  a r e  n i s t r i b u t e d  e q u a l l y  
t h r o u g h o u t  s o c i e t y  and  i t  d o e s  n o t  a r  l i k e l y  t h a t  t h e  
p u b l i c  w i l l ,  a s  o f  nowr  s u p p o r t  t h e  a o f  f i n e n c i n g  
h i g h w a y s  c o m p l e t e l y  t h r o u g h  g e n e r a l  l e v i e s ,  a s  i s  done  
f o r  t h e  e d u c a t i o n  f u n c t i o n .  So, s i n c e  h i g h w a y s  m u s t  b e  
p r o v i d e d  and  p a i d  f o r ,  u s e r  c h a r g e s  seem a b o u t  t h e  o n l y  
p r a c t i c a l  mechanism. ( 2 )  N e u t r a l i t y ,  U s e r  c h a r g e s  
". . . remove a l l  o r  t h e  m a j o r  s u b s i d y  e l e m e n t s  i n v o l v e d  i n  
g o v e r n m e n t  p r o v i s i o n  o f  h ighways , "  r e l a t i v e  t o  o t h e r  
t r a n s p o r t a t i o n  modes " t h e r e b y  p r o m o t i n g  t h e  e c o n o m i c  
a l l o c a t i o n  o f  r e s o u r c e s . "  ( 3 )  I n v e s t q e n t  c r i t e r i a .  
" H i g h w a y - u s e r  t a x a t i o n  t e n d s  t o  e s t a b q i s h  a  d i r e c t  
c o n n e c t i o n  b e t w e e n  t h e  c o s t s  o f  s u p p l y  and  e f f e c t i v e  
demand." C o m p a r i n g  u s e r - t a x  r e q u i r e m e n t s  a n d  h i g h w a y  
b e n e f i t s  i n  t e r m s  o f  s a v i n g s  o r  o t h e r  v a l u e s  t o  t h e  h i g h w a y  
u s e r  i n d i c a t e s  w h e t h e r  a h i g h w a y  p r o g r a m  i s  e c o n o m i c a l l y  
j u s t i f i e d .  A l s o ,  " . . . t he  v e h i c l e  o w n e r / t a x p a y e r ' s  e c a n o m i c  
d e ~ i s i a n  t o  p a y  f o r  h i g h w a y  f a c i l i t i e s ,  a s  e v i d e n c e d  b y  h i s  
b u y i n g  v e h i c l e s  a n d  f u e l  ( a n d  t h e r e b y  p a y i n g  u s e r  c h a r g e s )  
a n d  u s i n g  t h e  e x i s t i n g  f a c i l i t i e s  i s  a t  l e a s t  a r o u g h  
i n d i c a t o r  o f  t h e  w isdom o f  m a i n t a i n i n g ,  o r  e v e n  e n h a n c i n g ,  
t h e  e x i s t i n g  p l a n t . "  I n  sum, u s e r  t a x a t i o n  p r o v i d e s  a  
" . , . b a s i s  f o r  c o r r e l a t i n g  t h e  e f f e c t i i i e  demand f o r  h i g h w a y  
s e r v i c e  w i t h  t h e  e c o n o m i c  c o s t s  o f  s u g p l y i n g  t h e  s e r v i c e n  
and t h u s  " . . . t ends  t o  p r o m o t e  t h e  e c o n o m i c  a l l o c a t i o n  o f  
r e s o u r c e s  a s  b e t w e e n  h i g h w a y s  and a l t e r n a t i v e  u s e s . "  xf 

h i g h w a y  u s e r .  
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HIGHWAY USERS AND NONUSERS: B A S I C  CONCEPTS 

We now t u r n  t o  t h e  h i g h w a y  u s e r  who p a y s  t h e  t a x e s  and  
p r o v i d e s  t h e  h i g h w a y  r e v e n u e .  Assuming  t h e  u s e r - p a y s  
p r i n c i p l e  i s  a c c e p t e d ,  i s  t h e r e  a t  l e a s t  a g r e e m e n t  o n  who 
t h e  h i g h w a y  u s e r  i s ,  and  who s h o u l d  b e  p a y i n g  f o r  t h e  
h  i g h w a y s ?  

T h e r e  a r e  t w o  p o i n t s  h e r e  t h a t  n e e d  c l a r i f y i n g  and  
e x p l o r i n g .  

% F i r s t ,  we w i l l  e x p l o r e e t h e  m o t o r - f u e l  t a x  a s  a  u s e r  t a x .  
A p a r t  f r o m  t h e  p o s s i b l e  p r e s u m p t i v e  p r e s e n c e  o f  a  s a l e s - t a x  
component  i n  some S t a t e s  ( s e e  C h a p t e r  4 ) r  t h e  S t a t e  ( a n d  
F e d e r a l )  g a s o l i n e  t a x  ( a s  opposed  t o  t h e  h i g h w a y  d i e s e l - f u e l  

s t a x )  i s  & a h i g h w a y - u s e r  t a x  b y  s t r i c t  d e f i n i t i o n ,  a 
is a c t u a l l y  l e v i e d  i n  all S t a t e s  t o d a y .  I t  i s  u n i v e r s a l l y  
l e v i e d  o n  w h o l e s a l e r s  a n d / o r  m i d d l e - l e v e l  d i s t r i b u t o r s  o n  
t h e  b a s i s  o f  g r o s s  q u a n t i t i e s  i m p a r t e d ,  o n  hand,  o r  s o l d .  
The t a x  t h a t  t h e  d i s t r i b u t o r  f o r w a r d s  t o  t h e  S t a t e  t h e n  
becomes, i n  e c o n o m i c  t e r m s ,  a n o t h e r  c o s t  o f  d o i n g  b u s i n e s s ,  
j u s t  l i k e  a n y  o t h e r  o v e r h e a d  c o s t  s u c h  as  o t h e r  ( g e n e r a l )  
t a x e s #  u t i l i t i e s ,  r e n t ,  r a w - p r o d u c t  c a s t s ,  e t c ,  A l l  s u c h  
c o s t s ,  i n c l u d i n g  t h e  g a s o l i n e  t a x ,  p l u s  p r o f i t ,  a r e  p a s s e d  
a l o n g  t h e  s a l e s  c h a i n  t o  t h e  m o t o r i s t .  The p r i c e  t h a t  t h e  
v e h i c l e  o p e r a t o r  p a y s  f o r  t h e  g a s o l i n e  i n c l u d e s  t h e  t a x e s  o f  
c o u r s e ,  b u t  t h e  p o i n t  i s  t h a t  t h e  m o t o r i s t  i s  n o t  p a y i n g  t h e  
g a s o l i n e  t a x  t o  t h e  S t a t e  ( o r  F e d e r a l  G o v e r n m e n t ) ,  he  i s  
s i m p l y  p a y i n g  t h e  s e r v i c e - s t a t i o n  owner  f o r  a l l  o f  t h e  
p r o d u c t - c o s t  componen ts  ( p l u s  p r o f i t )  t h a t  a r e  a t t a c h e d  t o  
t h e  g a l l o n  o f  g a s o l i n e  a t  t h e  t i m e  o f  p u r c h a s e .  A 
c l a r i f y i n g  a n a l o g y  c a n  b e  f o u n d  i n  t h e  s e r v i c e - s t a t i o n  

a d e a l e r s '  l i c e n s e s  and  pump f e e s  l e v i e d  i n  many S t a t e s .  
These a r e  u s u a l l y  c o n s i d e r e d  t o  b e  h i g h w a y  r e v e n u e s  f o r  t h e  
S t a t e s ,  b u t  t h e  c o s t s  a r e  a l s o  o v e r h e a d  c o s t s  and  a r e  p a s s e d  
o n  t o  t h e  p u r c h a s e r  a s  p a r t  o f  t h e  p r i c e  o f  t h e  f u e l .  
H a v i n g  made t h e  p o i n t ,  we w i l l  now c o n c e d e  t h a t  i t  d o e s  n o t  
r e a l l y  make much p r a c t i c a l  d i f f e r e n c e .  The i n t e n d e d  t a r g e t  
o f  t h e  g a s o l i n e  t a x  i s  t h e  h i g h w a y  u s e r ,  and r e g a r d l e s s  o f  
t h e  c o l l e c t i o n  mechan ism e m p l o y e d  b y  t h e  S t a t e ,  i t  i s  
u l t i m a t e l y  he  who p a y s  t h e  b i l l .  However ,  t h e  p o i n t  o f  t h i s  
r e p o r t  i s  t o  d e l i n e a t e  v a r i o u s  d e f i n i t i o n s  and  p o i n t s  o f  
v i e w  c o n c e r n i n g  h i g h w a y - u s e r  t a x a t i o n ,  s o  i t  i s  h e l p f u l  t o  
b e  a s  p r e c i s e  as  p o s s i b l e  when d e f i n i n g  and  u s i n g  t e r m s .  

As n o t e d ,  g a s o l i n e  t a x e s  a r e  l e v i e d  a t  t h e  w h o l e s a l e  l e v e l .  
S i n c e  t h e s e  t a x e s  a r e  i n t e n d e d  t o  b e  " r o a d  t o l l s w  ( t h e  
a c t u a l  l a n g u a g e  i n  many S t a t e  l a w s ) ,  e x e m p t i o n s  a n d / o r  
r e f u n d s  a r e  commonly a l l o w e d  f o r  v a r i o u s  n o n h i g h w a y  u s e s .  
B u t  n o t  a l l  n o n h i g h w a y  u s e s  a r e  f u l l y  exempted  o r  r e f u n d e d  
i n  a l l  S t a t e s ,  and n o t  a l l  e l i g i b l e  r e f u n d s  a r e  c l a i m e d .  
A l s o *  some h i g h w a y  u s e s  ( s u c h  a s  f o r  t r a n s i t  o r  g o v e r n m e n t  
u s e )  a r e  p a r t i a l l y  o r  f u l l y  exempted  o r  r e f u n d e d ,  Thus, i n  
some S t a t e s ,  t h e r e  i s  a  c o n t r i b u t i o n  t o  h i g h w a y s  b y  



n o n h i g h w a y  u s e r s  o f  m o t o r  f u e l ,  and  i n  o t h e r s  t h e r e  i s  a  
s u b s i d y  f r o m  h i g h w a y  u s e r s  t o  o t h e r  f u n c t i o n s .  I n  a  f e w  
S t a t e s  t h e r e  a r e  i n d i c a t i o n s  t h a t  t h e  e n f o r c e m e n t  o f  t h e  
g a s o l i n e  t a x  a n d  r e f u n d  l a w s  i s  l a x  b e c a u s e  r e f u n d  c l a i m s  
a l l o w e d  a p p e a r  t o  b e  e x c e s s i v e  when compared  t o  o t h e r  
s i m i l a r  S t a t e s  ( m e a n i n g  t h a t  t h e r e  may b e  f r a u d  i n v o l v e d ) .  
A l s o ,  some S t a t e  and  F e d e r a l  t a x  a u t h o r i t i e s  b e l i e v e  t h e r e  
i s  s u b s t a n t i a l  e v a s i o n  o f  d i e s e l - f u e l  t a x e s ,  w h i c h  a r e  
commonly l e v i e d  a t  t h e  r e t a i l  a n d l o r  u s e r  l e v e l .  T h i s  i s  
p o s s i b l e  b e c a u s e  some g r a d e s  o f  h e a t i n g  o i l  and  h i g h w a y  
d i e s e l  f u e l  a r e  i d e n t i c a l ,  o r  a t  l e a s t  n e a r l y  so, and  
i n v e s t i g a t i v e  s t a f f s  a r e  i n a d e q u a t e  t o  t h e  t a s k  o f  p o l i c i n g  
t h e  t h o u s a n d s  o f  d e a l e r s  i n v o l v e d ,  I n  t h e  c o n t e x t  o f  t h i s  
r e p o r t ,  b o t h  o f  t h e s e  s i t u a t i o n s  i n v o l v e  t h e  s u b s i d i z i n g  o f  
one c l a s s  o f  h i g h w a y  u s e r s  ( l a w - e v a d e r s )  b y  o t h e r s  
( l a w - a b i d e r s )  and  t h e r e f o r e  a  f u r t h e r ,  a l b e i t  u n i n t e n d e d ,  
d i s t o r t i o n  o f  t h e  " u s e r - p a y s "  c o n c e p t .  Thus,  w h i l e  i t  i s  
common p r a c . t i c e  t o  l a b e l  n e t  m o t o r - f u e l  t a x  r e c e i p t s  a s  
" h i g h w a y - u s e r "  r e v e n u e s ,  t h e s e  r e v e n u e s  a r e  n o t  i n  f a c t  
p u r e l y  s o  i n  a l l  S t a t e s ,  i n  t h e  s e n s e  t h a t  t h e y  i n c l u d e  s n l v  
t a x e s  c o n t r i b u t e d  b y  h i g h w a y  u s e r s  and  a r e  p a i d  b y  
h i g h w a y  u s e r s .  T h e r e  a r e  a l s o  c o m p a r a b l e  d i s t o r t i o n s  w i t h  
r e g a r d  t o  m o t o r - v e h i c l e  r e g i s t r a t i o n  f e e  r e v e n u e ,  Some 
c l a s s e s  o f  h i g h w a y  v e h i c l e s  a r e  g r a n t e d  l o w e r  r a t e s ?  o r  a r e  
n o t  c h a r g e d  a t  a l l ;  and  t h e r e  i s  e v a s i o n  and f r a u d  c o n n e c t e d  
w i t h  v e h i c l e  r e g i s t r a t i o n  f e e s ,  t i t l i n g  f e e s ,  and  p r o p e r t y  
t a x e s ,  

The o t h e r  m a j o r  p o i n t  i s  how u s e r s  a n d  n o n u s e r s  f i t  i n t o  t h e  
h i g h w a y  f i n a n c e  m o s a i c :  who t h e y  a r e ,  why and  how t h e y  
s h o u l d  pay ,  a n d  how t h e y  are p a y i n g  t o d a y .  

A c o n t i n u i n g  i s s u e  i n  h i g h w a y  f i n a n c e  i s  t h e  p r o p e r  
a l l o c a t i o n  o f  h i g h w a y  c o s t s  among t h e  v a r i o u s  c l a s s e s  o f  
t a x p a y e r s .  A 1932  s t u d y  b y  t h e  N a t i o n a l  I n d u s t r i a l  
C o n f e r e n c e  B o a r d  e x p l o r e d  t h e  v a r i o u s  s c h o o l s  o f  t h o u g h t :  
"A v i t a l  s o c i a l  q u e s t i o n  i s  i n v o l v e d  i n  t h e  c h o i c e  o f  
s o u r c e s  o f  income f o r  h i g h w a y  p u r p o s e s  ,.. O n  t h e  one hand, 
t h e r e  a r e  t h o s e  who e m p h a s i z e  t h e  g e n e r a l  u t i l i t y  o f  
h i g h w a y s ,  p l a c i n g  t h e  e x p e n d i t u r e s  f o r  r o a d s  i n  t h e  c l a s s  o f  
s c h o o l s  and  p r o t e c t i o n .  Because  o f  t h i s  g e n e r a l  u t i l i t y ,  
s h a r e d  b y  a l l  c i t i z e n s ?  i t  i s  a r g u e d  t h a t  r o a d s  s h o u l d  b e  
s u p p o r t e d  f r o m  f u n d s  d e r i v e d  f r o m  g e n e r a l  t a x a t i o n .  O n  t h e  
o t h e r  hand,  t h e r e  a r e  t h o s e  who s u p p o r t  t h e  t h e o r y  t h a t  
u s e r s  o f  t h e  h i g h w a y s  d e r i v e  i m m e d i a t e  and  s p e c i a l  b e n e f i t s  
f r o m . s u c h  u s e  and  a c c o r d i n g l y  s h o u l d  b e  c a l l e d  upon t o  p a y  
a l l  o r  a p a r t  o f  t h e  c o s t  o f  h i g h w a y s .  . Each o f  t h e s e  
c o n t e n d i n g  v i e w s  h a s  a  measure  o f  j u s t i f i c a t i o n ,  They a r e  
n o t  m u t u a l l y  e x c l u s i v e ,  b u t  c o m p l e m e n t a r y .  I t  c a n n o t  b e  
d e n i e d  t h a t  h i g h w a y s  f u r n i s h  a g e n e r a l  u t i l i t y  o r  b e n e f i t  t o  
t h e  p u b l i c  a t  l a r g e ,  b u t  i t  i s  a l s o  t r u e  t h a t  t h e  u s e r s  o f  
t h e  r o a d s  r e a l i z e  a  s p e c i a l  b e n e f i t  t h a t  j u s t i f i e s  t h e  
paymen t  o f  a  s p e c i a l  t a x .  The m a i n  i s s u e  i s  w h e t h e r  s u c h  a 
s p e c i a l  t a x  l e v y  i n  t h e  f o r m  o f  m o t o r  f u e l ?  m o t o r  v e h i c l e ,  
and  s i m i l a r  t a x e s  r e p r e s e n t s  a  r e a s o n a b l e  c o n t r i b u t i o n  
t o w a r d  t h e  c o s t  o f  r o a d  c o n s t r u c t i o n  and  m a i n t e n a n c e . "  =/ 



These t w o  e x t r e m e  p o i n t s  o f  v i e w  e p i t o m i z e  t h e  q u e s t i o n  o f  
who s h o u l d  p a y  f o r  h i g h w a y s .  It i s  e s s e n t i a l l y  a n  a r g u m e n t  
a b o u t  who b e n e f i t s  f r o m  t h e  e x i s t e n c e  o f  h i g h w a y s .  T h e r e  
seems t o  b e  g e n e r a l  a g r e e m e n t  t h a t  m o s t  o f  u s  b e n e f i t ,  s o  i t  
seems t o  come down t o  a  d e b a t e  a b o u t  who b e n e f i t s  b y  how 
much. T h i s  h a s  t o  b e  d e t e r m i n e d  b e f o r e  y o u  c a n  d e c i d e  how 
much t h e  v a r i o u s  c l a s s e s  o f  h i g h w a y  u s e r  and  c i t i z e n s  
g e n e r a l l y  s h o u l d  p a y  a n d  wha t  t a x i n g  m e c h a n i s m ( s )  t o  u s e .  

The 1 9 7 5  FHWA s t u d y  o f  h i g h w a y  c o s t  a l l o c a t i o n  s a y s ,  
" P r o p e r t y  a c c e s s  i s  t h e  p r i m a r y  f u n c t i o n  a s s i g n e d  a s  a  
b e n e f i t  t o  t h e -  n o n u s e r .  Y e t  more n o n u s e r  e c o n o m i c  b e n e f i t s  
r e s u l t  f r o m  t h e  e x i s t e n c e  o f  a  h i g h w a y  s y s t e m  t h a n  j u s t  
t h a s e  t o  p r o p e r t y  owners .  A v a i l a b i l i t y  o f  s e r v i c e  s u c h  a s  
f i r e  t r u c k s ,  ambu lances ,  s e r v i c e  v e h i c l e s  and  t h e  l i k e  
b e n e q i t  t h e  p u b l i c  who do n o t  d i r e c t l y  o p e r a t e  m o t o r  
v e h i c l e s .  The a v a i l a b i l i t y  o f  b u s  t r a n s i t  s e r v i c e  f a l l s  
u n d e r  t h i s  c a t e g o r y .  P r o d u c t s  a n d  s e r v i c e s  a r e  a v a i l a b l e  i n  
p a r t s  o f  t h e  c o u n t r y  n o t  s e r v e d  b y  a n y  o t h e r  t r a n s p o r t  mode, 
due t o  h i g h w a y s .  L i f e s t y l e s  and  q u a l i t y  o f  l i f e  o f  t h e  
r e s i d e n t s  n o t  o w n i n g  o r  o p e r a t i n g  m o t o r  v e h i c l e s  a r e  
s i g n i f i c a n t l y  enhanced. "  391 The I n t e r s t a t e  and  o t h e r  a r t e r i a l  
h i g h w a y  s y s t e m s  b e n e f i t  a l l  o f  u s  by  l i n k i n g  a g r i c u l t u r a l  
and i n d u s t r i a l  c e n t e r s  and  e n h a n c i n g  t h e  e f f i c i e n c y  o f  o u r  
d e f e n s e  e s t a b l i s h m e n t .  

From a  1 9 7 0  U.S. B u r e a u  o f  P u b l i c  Roads s t u d y  o f  h i g h w a y  
c o s t  r e s p o n s i b i l i t y  b y  J.C. Oehmann and  S.F. B i e l a k :  The 
p r o b l e m  i n  h i g h w a y  f i n a n c i n g  t h e n  "... i s  t o  f i n d  a n  
a c c e p t a b l e  means o f  m e a s u r i n g  a n d  p r i c i n g  t h e  b e n e f i t s  t h a t  
c a n  c l e a r l y  b e  a s s i g n e d  t o  ..." t h e  v a r i o u s  c l a s s e s  o f  
b e n e f i c i a r i e s .  B u t  t h i s  i s  d i f f i c u l t  b e c a u s e  i t  i s  h a r d  t o  
p i n  down e x a c t l v  who u l t i m a t e l y  b e n e f i t s  f r o m  e a c h  h i g h w a y  
f a c i l i t y  o r  c l a s s  o f  f a c i l i t y  a n d  p a y s  t h e  v a r i o u s  u s e r  
c h a r g e s  l e v i e d .  "Many e c o n o m i s t s  h a v e  t u r n e d  t o  a 
m o d i f i c a t i o n  o f  t h e  ' c o n c e p t  o f  c o s t  o c c a s i o n e d v  t o  r e a c h  a  
s a t i s f a c t o r y  a n s w e r .  T h i s  a p p r o a c h  p resumes  t h a t  t h e  
p r i m a r y  r e a s o n  f o r  p r o v i d i n g  m a i n  a r t e r i a l s  i s  t o  mee t  t h e  
n e e d s  o f  t h e  h i g h w a y  u s e r ,  w h i l e  t h e  l o c a l  a c c e s s  r o a d s  a r e  
i n t e n d e d  t o  p r o v i d e  a c c e s s  t o  a b u t t i n g  p r o p e r t y .  Based o n  
t h e s e  p r e m i s e s ,  t h e  c o s t  f o r  m a i n  a r t e r i a l s  s h o u l d  be  met  b y  
u s e r  t a x e s  w h i l e  t h e  c o s t  f o r  t h e  l o c a l  a c c e s s  r o a d s  s h o u l d  
be met b y  l o c a l  p r o p e r t y  t a x e s .  O f  c o u r s e ,  e x c e p t  f o r  
c o n t r o l l e d - a c c e s s  h i g h w a y s ,  a l l  a r t e r i a l s  p r o v i d e  some 
d e g r e e  o f  a c c e s s  t o  a d j a c e n t  p r o p e r t y .  S i m i l a r l y  m o s t  l o c a l  
r o a d s  o f f e r  some s e r v i c e  o r  c o n g e s t i o n  r e l i e f  t o  t h r o u g h  
t r a f f i c .  T h e r e f o r e ,  i t  seems r e a s o n a b l e  t o  h a v e  t h e  c o s t s  
f o r  a l l  r o a d s  s h a r e d  i n  v a r y i n g  d e g r e e s ,  d e p e n d i n g  o n  
i n t e n d e d  s e r v i c e ,  b y  b o t h  t h e s e   group^.^ a/ 
Today F e d e r a l - a i d  and S t a t e  h i g h w a y  s y s t e m  f i n a n c e  i s  
s u p p o r t e d  p r i m a r i l y  b y  u s e r  t a x a t i o n ,  " C o u n t y  and l o c a l  
s t r e e t s  and  r o a d  p r o g r a m s  a r e  b a s i c a l l y  s u p p o r t e d  b y  
r e v e n u e s  f r o m  b o t h  u s e r s  and  n o n u s e r s .  These l a t t e r  s y s t e m s  
h a v e  s t r o n g  a c c e s s  f u n c t i o n s . "  P r o p e r t y  o w n e r s  ( i n  t h e i r  
n o n h i g h u a y - u s e r  r o l e )  s u p p o r t  t h e s e  s y s t e m s  t h r o u g h  p r o p e r t y  
t a x e s  a n d  a n d  s p e c i a l  a s s e s s m e n t s .  C o u n t y  and l o c a l  



g o v e r n m e n t s  a l s o  r e c e i v e  s u b s t a n t i a l  amoun ts  o f  r e v e n u e  f r o m  
S t a t e  h i g h w a y - u s e r  r e c e i p t s  t r a n s f e r r e d  t o  them b y  t h e  S t a t e  
g o v e r n m e n t .  The 1951 C a l i f o r n i a  s t u d y  n o t e d  t h a t  i n  
p r a c t i c e  w h a t  u s u a l l y  h a p p e n s  i s  t h a t  " ... r o a d s  a n d  
s t r e e t s  u n d e r  l o c a l  g o v e r n m e n t  a r e  f i n a n c e d  w i t h  u s e r  t a x e s  
t o  t h e  e x t e n t  t h a t  g r a n t s  b y  t h e  S t a t e  p e r m i t .  I f  S t a t e  
g r a n t s  a r e  i n s u f f i c i e n t  t h e y  w i l l  b e  s u p p l e m e n t e d  b y  
l o c a l l y - r a i s e d  r e v e n u e s  t o  b r i n g  t h e  p r o g r a m  up t o  a n  
a c c e p t a b l e  l e v e l ,  Thus, t h e  g e n e r a l  t a x  c a n t r i b u t i o n ,  i f  
any, v a r i e s  i n v e r s e l y  w i t h  t h e  g e n e r o s i t y  o f  t h e  S t a t e  
l e g i s l a t u r e  i n  r e t u r n i n g  u s e r  t a x e s  t o  l o c a l  g o v e r n m e n t . "  421 
In a 1979  s t u d y  Z e t t e l  d e s c r i b e d  a n o t h e r  means o f  f i n a n c i n g  
l o c a l  r o a d s ,  t o  d a t e  l a r g e l y  u n e x p l o r e d :  "More r e c e n t l y ,  
s u b d i v i d e r s  and  d e v e l o p e r s  h a v e  p u t  r o a d s  and  o t h e r  
i n f r a s t r u c t u r e  i n  p l a c e  and  s o l d  them along w i t h  t h e  
p r o p e r t i e s .  I n  e f f e c t ,  p u r c h a s e r s  a r e  b u y i n g  t h e i r  way i n t o  

E 

t h e  t r a n s p o r t  s y s t e m .  The amount  a f  i n v e s t m e n t  i n  r o a d s  and  
s t r e e t s  t h r o u g h  s u b d i v i s i o n  p r o c e e d i n g s  i s  l a r g e l y  unknown, 
i nasmuch  a s  t h e  e x p e n d i t u r e s  a r e  n o t  o f t e n  r e c o r d e d  i n  .v 

p u b l i c  a c ~ o u n t s . ~  

To sum up ,  t h e  answer  t o  t h e  q u e s t i o n  p o s e d  a t  t h e  b e g i n n i n g  
o f  t h e  c h a p t e r  i s ,  t o  p a r a p h r a s e  W a l t  K e l l y ' s  Pogo, "We h a v e  
met  t h e  h i g h w a y  u s e r  - and  h e  i s  us." 
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TABLE 1-1 

Highway Receipts in Current and Constant Dollars, 1970-1982 - 1/ 

Construction Constant Index 4/ Total Construction - Constant Index - 4/ 
Index 2/ - Dollars - 31 Current Index - 2/ Dollars 31 - 

($  million) Revenue ( $  million) I 

( $  million) 

1970 9,688 58.0 16,703 100 10,432 58 .O 17,986 100 
1971 10,055 60.8 16,538 99 10,710 60.8 17,616 9 8 
1972 11,186 63.9 17,506 105 11,879 63.9 18,590 103 
1973 12,186 70.8 17,212 103 13,072 70.8 18,464 102 
1974 12,192 96.3 12,661 7 6 13,392 96.3 13,907 77 
1975 12,387 96.7 12,810 7 7 13,693 96.7 14,161 7 9 
1976 13,302 93.4 14,242 85 14,667 93.4 15,704 87 
1977 13,893 100.0 13,893 83 15,517 100 .O 15,517 8 6 
1978 14,769 119.4 12,369 7 4 16,824 119.4 14,091 78 
1979 15,125 142.6 10,607 64 17,566 142.6 12,319 68 
1980 15,455 163 .O 9,481 5 7 18,538 163 .O 11,373 63 
1981 16,656 156.7 10 ,629  64 20,069 156.7 12,807 7 1 
1982 17,095 146.8 11,645 7 0 20,499 146.8 13,964 78 

1/ Table HF-11, Highway Statistics Division, FHWA - 
2/ FHWA, Federal-Aid Highway Construction Index - 
3/ 1977 dollars - 
4/ 1970 = 100 - 

Source: State Highway Finance Trends, FHWA, April 1983 

/ 





CHAPTER 4 

DEFINITIONS OF HIGHWAY-USER C H A R G E S  

Highway user charges are t h e  heart o f  t h e  highway financing 
mechanisms for t h e  Federal Government and the States. User 
charges provide most of t h e  revenues for highways and, 
because in most S t a t e s  t h e s e  charges a r e  dedicated 
[earmarked) for highway purposes, they provide t h e  highway 
planner with reasonable assurance that f u n d s  will be 
available t o  pay for t h e  highway projects planned f o r  t h e  
future. However, since there is not universal agreement on 
what consjtut'ej a highway user, t h e r e  is n o  agreement on 
what taxes or c h a r g e s  a r e  user charges. T h i s  means that 

'I there isn't agreement on which revenues should be set aside 
for highway purposes and, therefore, no full agreement on 
what government income can be counted on in t h e  future t o  
finance highways. 

I 

First, t h e  easy ones. Following a r e  definitions o f  several 
o f  t h e  basic terms used, often interchangeably, in 
discussing highway-user charges and revenues. 

&g - A charge intended t o  meet specific 
service costs. 441 Motor-fuel inspection 
fees, drivers-license fees, and s o m e  vehicle 
registration f e e s  a r e  v f e e s n  in the s e n s e  
t h e y  a r e  often intended t o  offset t h e  
administrative cost involved in administering 
t h e  particular service (vehicle 
identification, petroleum-product quality 
control, etc.). In t h e  highway-user field, 
t h e  governmental activity for which a f e e  is 
charged i s  usually regulatory. 

Tax - A compulsory government levy on the 
exercise o f  s o m e  right. "This t y p e  o f  t a x  i s  
frequently designated a s  an excise." %/ 
Generally, t h e  purpose o f  a tax is t o  
generate revenue. 

A tax can have a f e e  component, either explicit or implied. 
The amount paid b y  a vehicle owner t o  register a vehicle 
often includes a specifip f e e  for t h e  office or official 
administering t h e  fee. Highway-user revenues dedicated f o r  
highway functions a r e  usually "net," after collection c o s t s  
are t a k e n  "off t h e  top.R Fees for s u c h  t h i n g s  as safety 
inspections are sometimes "piggybacked" on t h e  registration 
fee. An F H W A  report reveals that a s  o f  January 1, 4980, 
22 S t a t e s  allowed motor-fuel distributors t o  retain a portion 
o f  t h e  motor-fuel tax otherwise owed t h e  State a s  
compensation for acting as a tax collection agent for t h e  
State. 46/ 

As noted previously in t h i s  r,eport, t h e r e  a r e  s o m e  
differences o f  opinion as t o  what constitutes a highway-user 
charge (or fee, or tax). N o  particular definition is t h e  
only correct definition. Highway-user charges are 



constructed from t h e  particular perspective o f  a specific 
task, g o a l r  or educational or professional orientation. 
Following is a spectrum o f  definitions o f  highway-user 
charges. 

From Section 126r Title 23, United S t a t e s  
Code (known a s  t h e  Hayden-Cartwright Act, 
passed in 1 9 3 4 1 :  n,..motor vehicle 
registration f e e s r  licenses, gasoline taxes, 
and other special t a x e s  on motor-vehicle 
o n n e r s  and operators o f  all kinds...". 

The Highway Statistics Division [HSD) 99 t h e  FHWA compiles 
and publishes statistics on State high:~ay-user receipts and 
expenditures, These statistics a r e  us;ed to judge whether 
t h e  Secretary o f  Transportation ~ h o u l d ~ w i t h h o l d  a portion o f  
a State's Federal-aid highway apportionment because t h a t  
State may have diverted more o f  their w s e r  revenues t o  
nonhighway purposes t h a n  authorized by t h e  Hayden-Cartwright 
Act. HSD's definition a f  a highway-user charge is in line 
with t h e  terminology o f  that Act: "By definition, 
highway-user imposts a r e  t h o s e  levied o n  owners and 
operators o f  motor vehicles because o f  their use o f  t h e  
public highways. These imposts consist chiefly o f  
motor-fuel t a x e s ?  drivers licensesr and other f e e s  closely 
allied with t h e  ownership and operatioh o f  motor vehicles. 
Also included a r e  f i n e s  and penalties f o r  registration 
violations and vehicle s i z e  and weight violations. Not all 
t a x e s  paid by highway users a r e  included in t h e  definition. 
S a l e s  and use taxes, gross receipts taxes, and ad valorem 
property t a x e s  a r e  among those that have been excluded uhen 
such t a x e s  a r e  parts o f  general t a x  structures applicable t o  
a variety o f  cammoditiesr operations, gnd commercial 
activities." =/ 
Internally, t h e  H S D  analysts use t h e  following criteria i n  
analyzing S t a t e  statistical reports and t h e  effect o f  S t a t e  
tax-law changes: 

SUGGESTED CRITERIA FOR IDENTIFYING A T A X  OR 
CHARGE A S  A HIGHWAY-USER REVENUE 

IT I S  A HIGHWAY USER REVENUE IF*: 

4 .  It i s  charged exclusively t o  t h e  highway 
user and is not part o f  a t a x  or c h a r g e  
levied on a broader base. 

2. It is charged f o r  t h e  use o f  t h e  highways, 
or is directly related t o  t h e  operation o f  a 
vehicle on t h e  highways, or i s  f o r  legally 
preparing t h e  vehicle t o  be used on t h e  
highways. 

3. Xt is an in-lieu tax on t h e  vehicle and 
t h e  t a x  that it replaces cannot ba levied 



because o f  conflict with t h e  laws o f  t h e  
S t a t e  or its constitution. 

4. The application feature o f  an in-lieu t a x  
specifies payment only f o r  t h e  t i m e  t h e  
vehicle is legally eligible t o  be used o n  t h e  
h i ghways. 

5. It i s  a f e e  ar other revenue incidental t o  
t h e  operation of a motor vehicle on public 
highways. 

(The origin o f  t h e s e  rules is not known, but t h e y  originated 
in HSD and a r e  believed t o  date f r o m  t h e  early 1950's.) 

?3 

A similar F H W A  definition appeared in t h e  1 9 6 8  F W W A  study o f  
third-structure taxes: "The highway-user tax family 
consists of those charges peculiarly applying t o  t h e  o w n e r s  
and operators o f  motor-vehciles a s  distinguished from more 
general t a x e s  or regulatory f e e s  which apply only 
incidentally t o  s u c h  owners or operators as, e.g., a general 
property or s a l e s  tax, or public utility commission 
regulatory charges." 481 

Th.9 1961 report from t h e  Secretary o f  Commerce t o  t h e  87th 
Congress on The Highway Cost Allocation Study described 
State road-user t a x e s  thus: "It is easier t o  describe 
road-user t a x e s  informatively rather than t o  define t h e m  
precisely. They may be defined in general terms a s  t a x e s  
imposed on t h e  ownership and use o f  motor vehicles f o r  t h e  
purpose o f  raising revenue for highways. At t h e  
State-government level, where user t a x e s  have achieved t h e i r  
highest s t a t e  o f  development, t h e y  a r e  principally o f  t h r e e  
kinds: ( 1 )  G allonage t a x e s  o n  motor f u e l ;  ( 2 1  registration 
f e e s  graduated with s o m e  measure or measures o f  s i z e  and 
weight o f  vehicle; and ( 3 )  t h e  s o  called third structure 
taxes, o f  which t h e  weight-distance t a x e s  levied in a number 
o f  S t a t e s  a r e  best known. Miscellaneous motor-vehicle fees, 
such a s  d r i v e r s 1  licenses and titling f e e s  a r e  also included 
in t h i s  category." 491 

The Bureau o f  t h e  Census o f  t h e  Department o f  Commerce in a 
recent compilation o f  State government f i n a n c e s  includes 
motor-fuel taxes a s  a category under "Selected S a l e s  and 
Gross Receipt T a x e s w  and does not define fuel t a x e s  
separately. Their definition o f  motor-vehicle t a x e s  is: 
"License taxes imposed on owners o r  operators o f  motor 
vehicles, commercial and noncommercial, f o r  t h e  right t o  use 
public highways, including charges f o r  t i t l e  registration 
and inspection of vehicles. Does not include personal 
property taxes or s a l e s  and g r o s s  r e c e i p t s  taxes relating t o  
motor vehicles, t a x e s  o n  motor carriers based o n  assessed 
value o f  property, gross receipts, or net income, or other 
taxes o n  t h e  business o f  motor transport." a/ 
The National Highway Users Conference (now known a s  t h e  
Highway Users Federation f o r  Safety and Mobility) in a 1 9 6 5  
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p u b l i c a t i o n  o n  S t a t e  l e g a l  p r o v i s i o n s  r e s e r v i n g  h i g h w a y - u s e r  
r e v e n u e s  f o r  h i g h w a y  p u r p o s e s  d e s c r i b e s  h i g h w a y - u s e  t a x e s  a s  
11 . f e e s ?  e x c i s e s ,  l i c e n s e  t a x e s  r e l a t i n g  t o  r e g i s t r a t i o n ,  
o p e r a t i o n ,  o r  u s e  o f  v e h i c l e s  on t h e  p u b l i c  h i g h w a y s ?  o r  t o  
f u e l s  u s e d  f o r  t h e  p r o p u l s i o n  o f  s u c h  v e h i c l e s . . . . "  a/ 
I n  t h e  1 9 7 9  U n i v e r s i t y  o f  C a l i f o r n i a  r e p o r t ,  Z e t t e l  
d i s t i n g u i s h e d  b e t w e e n  g e n e r a l  t a x e s  and  u s e r  c h a r g e s :  "By 
d e f i n i t i o n  g e n e r a l  t a x e s  a r e  f o r  a n y  o r  a l l  g e n e r a l  p u r p o s e s .  
o f  g o v e r n m e n t .  A g a i n  b y  d e f i n i t i o n ,  u s e r  c h a r g e s  a r e  
imposed  f o r  t h e  u s e  o f  s p e c i f i c  f a c i l i t i e s  o r  s e r v i c e s .  A 
w o r k a b l e  d e f i n i t i o n  o f  u s e r  c h a r g e s  ( o r  t a x e s )  m i g h t  r e a d :  
u s e r  c h a r g e s  a r e  i m p o s i t i o n s  o n  m o t o r  v e h i c l e  o w n e r s h i p  
a n d f o r  use t h a t  a r e  o v e r  a n d  above  t h e  g e n e r a l  t a x  
o b l i g a t i o n s  o f  t h e  u s e r s .  They m i g h t t a l s o  b e  s e e n  a s  
c h a r g e s  w h i c h  have  n o  c o u n t e r p a r t  i n  t h e  g e n e r a l  t a x  
s t r u c t u r e . "  =/ I n  a 1 9 6 2  a n a l y s i s  ~ k t t e l  a l s o  n o t e d  t h a t :  "... f r o m  an a n a l y t i c  s t a n d p o i n t  i t  Ss u n s a t i s f a c t o r y  t o  
a d o p t  t h e  l e g a l  a p p r o a c h  w h i c h  i s  a l m o s t  t o  s a y  t h a t  a u s e r  
c h a r g e  i s  w h a t e v e r  a  l e g i s l a t i v e  b o d y  d e c i d e s  t o  e a r m a r k  f o r  
h i g h w a y s  and a  g e n e r a l  t a x  i s  w h a t e v e r  i t  d e c i d e s  t~ u s e  f o r  
g e n e r a l  p u r p o s e s . "  531 

The  above  d e f i n i t i o n s  a r e  r o u g h l y  s i m i l a r ,  t h o u g h  t h e y  
d i f f e r  somewhat a c c o r d i n g  t o  t h e  o r i e n t a t i o n  o f  t h e i r  
a u t h o r s .  We w i l l  now d e s c r i b e  n h a t  m i g h t  b e  c a l l e d  " g r e y  
a r e a s * "  k i n d s  o f  u s e r  c h a r g e s  o r  e c o n o m i c  c o s t s  ( t o  u s e r s )  
and  ways o f  l o o k i n g  a t  t h e  u s e r  c h a r g e s  t h a t  go b e y o n d  t h e  
r e l a t i v e l y  s i m p l e  d e f i n i t i o n s  n o t e d  so  f a r .  

As d e s c r i b e d  above,  t a x e s  and f e e s  f o r  v a r i o u s  p u r p o s e s  a r e  
o f t e n  c o m b i n e d  i n t o  one l e v y  f r o m  t h q  s t a n d p o i n t  o f  t h e  
m o t o r i s t .  A 1 9 7 9  T r a n s p o r t a t i o n  R e s e a r c h  B o a r d  (TRB) r e p o r t  
e x p l a i n s :  " A  s i n g l e  c h a r g e  may b e  imposed,  w h i c h  i s  made up 
o f  s e v e r a l  componen ts ,  c o n c e p t u a l l y  s e p a r a b l e  b u t  n o t  
s p e c i f i c a l l y  i d e n t i f i e d . '  The f i r s t  componen t  i s  a f e e  f o r  
t h e  r e g i s t r a t i o n  p r o c e s s ,  u h i c h  i s  f o 6  v e h i c l e  
i d e n t i f i c a t i o n  a n d  p r o p e r t y  p r o t e c t i o h ,  i n c l u d i n g  t i t l i n g .  
The s e c o n d  component  i s  a  h i g h w a y - u s e l c h a r g e  and  was 
i n c l u d e d  i n  m o s t  S t a t e s  a t  o r  s o o n  a f f e r  t h e  i n s t i t u t i o n  o f  
a  s y s t e m  o f  u s e r - c h a r g e  h i g h w a y  f i n a n c i n g .  S i n c e  
r e g i s t r a t i o n  l i k e l y  w o u l d  b e  u n d e r t a k + n  i n  a n y  c a s e ,  some 
S t a t e s  h a v e  t a k e n  a d v a n t a g e  o f  t h e  r e ' i s t r a t i o n  p r o c e s s  and  7 
u s e r - c h a r g e  s y s t e m  t o  a s s i s t  i n  t h e  a d m i n i s t r a t i o n  o f  
g e n e r a l  t a x a t i o n ,  i n c l u d i n g  r e t a i l  s a l e s  t a x e s  and  p r o p e r t y  
t a x e s ,  "... p e r h a p s  b e c a u s e  t h e  i n c r + m e n t a l  c o s t  i n v o l v e d  
i s  t h o u g h t  t o  b e  n e g l i g i b l e . "  541 I 

From a 4944 c o n g r e s s i o n a l  r e p o r t :  "In t h e  e a r l y  p e r i o d  o f  
d e v e l o p m e n t  o f  m o t o r  t r a n s p o r t a t i o n ,  m o t o r  v e h i c l e s  w e r e  
s u b j e c t  t o  g e n e r a l  p r o p e r t y  t a x e s  o n  t h e  same t e r m s  a s  o t h e r  
t y p e s  o f  p e r s o n a l  p r o p e r t y .  However ,  v o l u n t a r y  l i s t i n g *  
w h i c h  was t h e  p r i n c i p a l  means o f  i d e n t i f y i n g  t a x a b l e  
p r o p e r t y ,  o f t e n  r e s u l t e d  i n  t h e  c o m p l e t e  e s c a p e  o f  
p e r s o n a l t y  f r o m  t a x a t i o n  o r  i n  g r o s s  u n d e r  a s s e s s m e n t .  
C o l l e c t i o n  me thods  were  e v e n  more i n a d e q u a t e  t o  c o p e  w i t h  
t h e  p r o b l e m  o f  t a x i n g  m o t o r  v e h i c l e s  a s  p r o p e r t y . "  I n  
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a d d i t i o n  t o  i n - l i e u  t a x e s  and  r e q u i r i n g  t a x e s  t o  b e  p a i d  
b e f o r e  r e g i s t r a t i o n  ( s e e  a b o v e ) ,  t h e  m a i n  me thod  f o r  c o p i n g  
w i t h  t h i s  p r o b l e m  was t o  exempt  v e h i c l e s  f r o m  p r o p e r t y  t a x e s  
c o m p l e t e l y .  T h i s  was a l m o s t  a l w a y s  a c c o m p a n i e d  b y  a n  
i n c r e a s e  i n  v e h i c l e  r e g i s t r a t i o n  f e e s .  Though t h e  e v i d e n c e  
i s  c i r c u m s t a n t i a l ,  i t  i s  r e a s o n a b l e  t o  p resume t h a t  t h e  
r e g i s t r a t i o n  c h a r g e  i n c l u d e s  a  p r o p e r t y - t a x  componen t  i n  
many o r  a l l  s u c h  S t a t e s .  ( I t  m i g h t  a l s o  b e  n o t e d  t h a t  i n  
s e v e r a l  S t a t e s  t h e  p r o p e r t y - t a x  e x e m p t i o n  was a s s o c i a t e d  
w i t h  i n c r e a s e s  i n  m o t o r - f u e l  t a x e s  r a t h e r  t h a n  i n  
v e h i c l e - r e g i s t r a t i o n  t a x e s . )  %/ 

The 1944 c o n g r e s s i o n a l  r e p o r t  a l s o  d i s c u s s e d  m o t o r  f u e l s  and  
s a l e s  t a x e s :  The e x e m p t i o n  o f  m o t o r  f u e l s  f r o m  s a l e s  t a x e s  

\Z i s  an  e n k i r e l y  d i f f e r e n t  s i t u a t i o n  f r o m  t h e  
v e h i c l e f p r o p e r t y - t a x  o n e  d e s c r i b e d  above .  T h e r e  was n o  
i n s u p e r a b l e  a d m i n i s t r a t i v e  p r o b l e m ,  a n d  n o  c o n c u r r e n t  
i n c r e a s e  i n  e x i s t i n g  t a x e s  t o  c o m p e n s a t e  f o r  t h e  e x e m p t i o n s .  
The o n l y  r e q s o n a b l e  c o n c l u s i o n  i s  t h a t  i t  was t h o u g h t  
u n d e s i r a b l e  t o  t a x  a  c o m m o d i t y  a l r e a d y  s u b j e c t  t u  a  
s e l e c t i v e  t a x  ( t h e  m o t o r - f u e l  t a x ) .  However,  some 
a u t h o r i t i e s  f e e l  t h a t  t h i s  r e a s o n i n g  i s  n o t  v a l i d .  The 
m o t o r - f u e l s  t a x  i s  a  f e e ,  o r  t o l l ,  s p e c i f i c a l l y  f o r  t h e  u s e  
o f  p u b l i c l y  p r o v i d e d  f a c i l i t i e s  ( t h e  h i g h w a y s )  and, a s s u m i n g  
t h a t  i t  i s  r e a s o n a b l y  w e l l  a d j u s t e d  t o  t h e  b e n e f i t s  d e r i v e d  
t h e r e f r o m ,  "... its p a v m e n t  d o e s  n o t  in a n v  way e x o n e r a t e  
.the m o t o r i s t  f r o m  s h a r i n q  t h e  c o s t  s f  n o n h i s h w a , ~  
f u n c t i o n s  g f  s o v e r n m e n t .  .,. C h a r q e s  of d o u b l e  t a x a t i o n  
a r e  i r r e l e v a n t  s i n c e  t h e  t w o  t a x e s  a r e  l e v i e d  f o r  e n t i r e l v  - 
d i f f e r e n t  p u r D o s e s . "  [ E m p h a s i s  s u p p l i e d . ]  Thus, t h e r e  i s  
p r e s u m p t i v e  e v i d e n c e  o f  a s a l e s - t a x  componen t  o f  t h e  
m o t o r - f u e l  t a x  i n  S t a t e s  w h i c h  exempt  m o t o r  f u e l s  f r o m  s a l e s  
t a x e s .  561 A c c o r d i n g  t o  Cooper ,  o f  t h e  45 S t a t e s  w h i c h  have  
g e n e r a l  s a l e s  t a x e s ,  37 exempt  g a s o l i n e ,  w h i l e  l l . . .  

8 S t a t e s  - C a l i f o r n i a ,  G e o r g i a ,  H a w a i i ,  I l l i n o i s ,  I n d i a n a ,  
M i c h i g a n ,  M i s s i s s i p p i ,  a n d  New Y o r k  - impose b o t h  a  
m o t o r - f u e l  t a x  a n d  a  g e n e r a l - s a l e s  t a x  on  m o t o r  f u e l  
s a l e s . "  a/ 

1 

So, t h e  * ' s i m p l e w  m o t o r - f u e l  t a x  and  v e h i c l e - r e g i s t r a t i o n  f e e  
may n o t  b e  s o  s i m p l e  a f t e r  a l l .  

The p r e v i o u s  s u g g e s t i o n s  i n d i c a t e  t h e r e  may b e  g e n e r a l - t a x  
componen ts  i n  some S t a t e s '  u s e r  t a x e s ,  i m p l y i n g  t h a t  t h e  
g e n e r a l - t a x  p a r t  i s  s m a l l e r  t h a n  t h e  u s e r  t a x .  B u t ,  o f  
c o u r s e r  t h a t  i s  n o t  n e c e s s a r i l y  t r u e .  F o r  examp le ,  Texas  
exempts  m o t o r  f u e l  f r o m  i t s  s a l e s  t a x .  A p p l i e d  t o  t h e  
r e c e n t  pump p r i c e  o f  g a s o l i n e  i n  Texas  ( e x c l u d i n g  t a x ) ,  t h e  
s a l e s  t a x  ( 4  p e r c e n t )  w o u l d  p r o d u c e  t h e  e q u i v a l e n t  o f  
5 c e n t s  p e r  g a l l o n .  T e x a s '  g a s o l i n e  t a x  i s  5 c e n t s  p e r  
g a l l o n .  Does t h e  "component f l  t h e o r y  mean t h a t  Texas  d o e s  
n o t ,  i n  e f f e c t ,  h a v e  a  h i g h w a y - g a s o l i n e  u s e r  t a x ?  And w h a t  
i f  t h e  p r i c e  o f  f u e l  goes  e v e n  h i g h e r  and  t h e  i m p u t e d  
s a l e s - t a x  component  becomes l a r q e r  t h a n  t h e  f u e l  t a x ?  

As n o t e d  p r e v i o u s l y ,  t h e  g e n e r a l l y  a c c e p t e d  d e f i n i t i o n  o f  
h i g h w a y - u s e r  t a x  i s  t h a t  i t  i s  l e v i e d  o n l y  o n  h i g h w a y  u s e r s  



and has no g e n e r a l - t a x  c o u n t e r p a r t .  B u t  G e o r g i a  has a  
"second g a s o l i n e  t a x w  ( i n  a d d i t i o n  t o  t h e i r  7 .5 - cen t  
g a l l o n a g e  t a x )  o f  3 p e r c e n t  o f  t h e  r e t a i l  f u e l  p r i c e  
( e x c l u d i n g  S t a t e  g a l l o n a g e  t a x ) .  The revenue  i s  r e s e r v e d  
f o r  h ighway  pu rposes ,  b u t  G e o r g i a ' s  r e g u l a r  s a l e s - t a x  r a t e  
i s  a l s o  3 p e r c e n t .  I s  t h e  G e o r g i a  t a x  a  r e g u l a r  s a l e s  t a x  
w h i c h  i s  d e d i c a t e d  t o  h ighways ,  o r  i s  i t  an  ad v a l o r e m  
m o t o r - f u e l  ( i . e . ?  h ighway  u s e r )  t a x ?  

As n o t e d  i n  Chap te r  S t  n o t  a l l  nonh ighway  uses  a r e  f u l l y  
exempted o r  r e f u n d e d  i n  a l l  S t a t e s .  I f  t h e  t h e  ma in  
c r i t e r i o n  o f  a  h ighway-user  t a x  i s  t o  a im  o n l y  ( o r  even  j u s t  
m o s t l y )  a t  h ighway  u s e r s ,  c o n s i d e r  Ve rmon t ' s  t a x .  Vermont 
t a x e s  g a s o l i n e  ( t h o u g h  n o t  s p e c i a l  f u e l s )  and d e d i c a t e s  a l l  
o f  t h e  r e v e n u e  t o  h ighway  pu rposes ,  b u t  Vermont does 
o f f e r  ggjy r e f u n d s  o r  e x e m p t i o n s  f o r  anv nonh ighway  uses.  I s  
Ve rmon t ' s  g a s o l i n e  t a x  a  h i ghway -use r  t a x ?  a/ 
M o t o r - f u e l  i n s p e c t i o n  f e e s  a r e  o f t e n  c o n s i d e r e d  t o  be 
1 7 m i s c e l l a n e o u s "  o r  " o t h e r w  h i g h ~ a y - u s e r  f e e s .  However, 
1 5  o f  t h e  1 6  S t a t e s  t h a t  c h a r g e  an i n s p e c t i o n  f e e  i n s p e c t  
p e t r o l e u m  p r o d u c t s  i n  a d d i t i o n  t o  mo to r  f u e l s  ( M i s s i s s i p p i  
i s  t h e  e x c e p t i o n ) .  O n l y  t h r e e  S t a t e s  d e d i c a t e  a t  l e a s t  same 
i n s p e c t i o n  revenues  t o  h i ghway  pu rposes :  Alabama, N o r t h  
C a r o l i n a ?  and Tennessee. I t  s h o u l d  b e  n o t e d  t h a t  Tennessee 
r e c e n t l y  renamed t h e i r  i n s p e c t i o n  f e e  a  " s p e c i a l  p e t r o l e u m  
t a x . "  z/ Is M i s s i s s i p p i ' s  i n s p e c t i o n  f e e  t h e  o n l y  t r u e  u s e r  
f e e ?  I s  Tennessee 's  s p e c i a l  p e t r o l e u m  t a x  a  h ighway-user  
f e e ?  

Cooper a l s o  n o t e s  t h a t  m o t o r - v e h i c l e  t i t l i n g  t a x e s  a r e  
s i m i l i a r  t o  s a l e s  t a x e s  because t h e y  a r e  based  on  a  
p e r c e n t a g e  o f  t h e  p u r c h a s e  p r i c e  o r  c u r r e n t  m a r k e t  v a l u e  o f  
t h e  v e h i c l e .  Ten S t a t e s  r e p o r t e d  t i t l i n g - t a x  r e c e i p t s  t o  
FHWA f o r  1980, and t h e  t i t l i n g  revenue  r e p r e s e n t e d  
49 p e r c e n t  o f  t o t a l  m o t o r - v e h i c l e  r e v e n u e  and 2 6  p e r c e n t  o f  
t o t a l  h i ghway -use r  r evenue  f o r  t h o s e  S t a t e s .  601 N i n e  o f  t h o s e  
1 0  S t a t e s  a l s o  have s a l e s  t a x e s .  Are  t h e  t i t l i n g  t a x e s  i n  
t h o s e  n i n e  S t a t e s  u s e r  taxes,  because  t h e y  a r e  l e v i e d  on 
moto r  v e h i c l e s  and  n o t  c a l l e d  s a l e s  t a x e s ,  o r  a r e  t h e y  
g e n e r a l  t a x e s  because t h e y  a r e  based  on p r i c e  Cor v a l u e )  and 
t h e  S t a t e s  a l s o  have g e n e r a l  s a l e s  t a x e s ,  w h i c h  a r e  a l s o  
based  on  p r i c e ?  

Some a u t h o r i t i e s  t h i n k  o f  h ighway-user  c h a r g e s  i n  t e r m s  o f  
who s h o u l d  be  o r  i s  c o n t r i b u t i n g  money f o r  h ighway  p u r p o s e s .  
T h e i r  c o n s i d e r a t i o n s  a r e  n o t  o n l y  i n  t e r m s  o f  a c t u a l  
o u t - o f - p o c k e t  o u t l a y s ,  such  a s  h a n d i n g  money t o  a  s e r v i c e  
s t a t i o n  a t t e n d a n t  or a S t a t e  m o t o r - v e h i c l e  r e g i s t r a r ,  b u t  
r a t h e r  i n  t e r m s  o f  l o s t  c a p i t a l - u s e  o p p o r t u n i t y  however it 
i s  l o s t .  ( I n  o t h e r  w o r d s t  economic  c o s t . )  Thus, r evenues  
r e c e i v e d  f r o m  m o t o r - f u e l  t a x e s ?  mo to r  v e h i c l e  f e e s  and o t h e r  
u s e r  c h a r g e s  a r e  u s u a l l y  i n v e s t e d  b y  t h e  S t a t e  ( o r  F e d e r a l  
Government)  u n t i l  t h e y  a r e  needed f o r  t h e  h ighway  program,  
and o f  c o u r s e  t h e  i n v e s t m e n t  e a r n s  i n t e r e s t .  The t a x p a y e r  
l o s e s  t h e  use o f  t h e  t a x  payments ,  and t h e r e f o r e  l o s e s  
wha teve r  b e n e f i t ,  i n t e r e s t ,  o r  p r o f i t  g a i n e d  had he n o t  made 
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t h e  tax payment. Similarly, bo'nds posted with a State by a 
gasoline distributor (to ensure tax compliance) earn 
interest for t h e  State, and t h e  lost capital-investment 
return is a cost o f  doing business for t h e  distrib'utar which 
is ultimately passed on t o  t h e  highway user. Uninsured 
motorist f u n d s  held in escrow in s o m e  S t a t e s  produce a 
similar revenue and economic-cost situation. So, interest 
earned by a State mav b e  considered t o  b e  a highway-user 
revenue. 

T o  sum up, t h e  real world i s  not a s  simple as t h e  ideal or 
theoretical world. What is or is not a highway-user tax, 
fee, charge, or revenue depends on who you a r e  talking t o  o r  
reading, o r  your particular orientation and purpose. 

I .  
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CHAPTER 5 

HIGHWAY USER AND NONUSER REVENUES 

I n  t h i s  c h a p t e r  we a r e  l e a v i n g  t h e  t h e o r e t i c a l  d i s c u s s i o n s  
b e h i n d  a n d  a r e  p r e s e n t i n g  f i v e  t a b l e s  i n t e n d e d  t o  show t h e  
e x t e n t  a n d  r e l a t i v e  i m p o r t a n c e  o f  u s e r  and  n o n u s e r  h i g h w a y  
f i n a n c i n g .  F o r  t h i s  p a r t i c u l a r  p u r p o s e ,  we u s e  t h e  
h i g h w a y - f i n a n c e  s t a t i s t i c s  p u b l i s h e d  b y  t h e  H ighway  
S t a t i s t i c s  D i v i s i o n  (HSD) o f  FHWA, a l s o  e m p l o y i n g  HSD's 
i d e n t i f i n g  c r i t e r i a  f o r  f e e s ,  t a x e s ,  and c h a r g e s  ( s e e  
C h a p t e r  4 1 .  

T a b l e  5A shows h i g h w a y - u s e r  and  n o n u s e r  r e c e i p t s  by  
c o l l e c t i n g  a g e n c y  s i n c e  u s e r  i m p o s t s  became u n i v e r s a l  i n  a l l  
~ t a t k s .  The t o t a l  r e v e n u e  a v a i l a b l e  f o r  h i g h w a y s  f r o m  
d i r e c t  i m p o s t s  and  d e r i v a t i v e  s o u r c e s  ( s u c h  a s  i n t e r e s t )  now 
s t a n d s  a t  a b o u t  $38  b i l l i o n  ( e s t i m a t e d  f o r  1 9 8 1 3 .  The 
1 9 8 1 / 1 9 7 1  p e r c e n t  change  i s :  

F e d e r a l  S t a t e  L o c a l  T o t a l  

H i g h u a y - U s e r  I m p o s t s  1 3 . 4 1  58 .60  7 9 . 8 9  4 3 , 1 6  

O t h e r  R e c e i p t s  

T o t a l  R e c e i p t s  47 .09  79.22 1 4 4 . 8 9  80.49 

The s l o w e s t  h o r s e  i n  t h e  f i e l d  i s  F e d e r a l - u s e r  t a x e s ,  
r e f l e c t i n g  t h a t  t h e  t a x  r a t e s  have  n o t  c h a n g e d  f o r  a  l o n g  
t i m e ;  f o r  examp le ,  t h e  F e d e r a l  f u e l  t a x  (4 c e n t s  p e r  g a l l o n )  
h a s  n o t  changed  s i n c e  O c t o b e r  1 9 5 9 .  L o c a l  r e v e n u e s  h a v e  
r i s e n  a t  a b o u t  d o u b l e  t h e  r a t e  o f  S t a t e  r e c e i p t s .  N o n u s e r  
r e v e n u e s  a c r o s s  t h e  b o a r d  h a v e  r i s e n  f a s t e r  t h a n  
h i g h w a y - u s e r  r e c e i p t s ,  i n  t o t a l  n e a r l y  f i v e  t i m e s  as  much, 

T a b l e  5B i s  a  p e r c e n t  d i s t r i b u t i o n  a f  T a b l e  5 A .  U s e r  
i m p o s t s  s t i l l  p r o v i d e  t h e  m a j o r i t y  o f  h i g h w a y  r e v e n u e s ,  b u t  
t h e  s h a r e  h a s  b e e n  d r o p p i n g  f o r  t h e  l a s t  1 0  y e a r s  f o r  a l l  
l e v e l s  o f  g o v e r n m e n t .  O v e r a l l ,  we a r e  a b o u t  where  we were  
3 0  y e a r s  ago.  

T a b l e  56 shows more d e t a i l  o n  t h e  s o u r c e  o f  t h e  r e v e n u e s .  
I t  a l s o  i l l u s t r a t e s  t h a t  t h e  F e d e r a l  Governmen t  t r a n s f e r s  
m a s t  o f  i t s  r e v e n u e  t o  t h e  S t a t e s ,  and  S t a t e  g o v e r n m e n t s  
t r a n s f e r  more  t h a n  20  p e r c e n t  o f  t h e i r  f u n d s  t o  l o c a l  
g o v e r n m e n t s ,  i n c r e a s i n g  t h e  f u n d s  a v a i l a b l e  t o  l o c a l  
g o v e r n m e n t  b y  more t h a n  h a l f .  F o r  c o u n t i e s ,  S t a t e  and  
F e d e r a l  a i d  n e a r l y  m a t c h e s  l o c a l  r e v e n u e .  

T a b l e  5D i s  a p e r c e n t  d i s t r i b u t i o n  o f  u s e r  and  n o n u s e r  
r e v e n u e s  f o r  1980,  b y  c o l l e c t i n g  a g e n c y .  A b o u t  t w o - t h i r d s  
o f  t h e  F e d e r a l  r e v e n u e  comes f r o m  m o t o r - f u e l  a n d  v e h i c l e  
t a x e s ,  and  a b o u t  84  p e r c e n t  o f  S t a t e  r e c e i p t s  i s  f r o m  u s e r  
i m p o s t s .  I n  c o n t r a s t ,  l o c a l  g o v e r n m e n t s  d e r i v e  m o s t  o f  
t h e i r  h i g h w a y  income f r o m  n o n u s e r  s o u r c e s  ( a b o u t  2 7  p e r c e n t  
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TABLE 55 
TOTAL RECEIPTS FOR HIGHWAYS, ALL UNITS OF GOVERNMENT, 1979-1982' 

t l N  R I L L I O N S  OF DOLLARS) 
TAdLE HF-11 

DECEMBER 1 9 1 1  

COLLECTING AGENCIES COLLECTIMG ACEMCIES 

FEDERAL COVERNMEMT FEDERAL GOVERlMElT 

ITEM FEDERAL UICHWAV STATE COUNTIES UU~~ICI- ADMINISTRATION 
FEDERAL HICHUAV 

ADRII I ISTRATION STATE COUNT tES  MUNICI-  - OTWER TOTAL ACEMCIES AND P A L I T I E S  TOTAL OTHER TOTAL AGENCIES AND T A L I T I E S  TOTAL 

M ~ C W A V  OTHER FEDERAL FEDERAL AN0 O.C. HIGHWAY OTHER FEDERAL FEDERAL AND D.C. TOVI(SHIPS TOWNSHIPS 

TRUST FUNDS AGENCIES TRUST FUNDS AGENCIES 

FUND FUND 

I I I lSBZ(F0RECAST) I 1 9 B l l  PRELIMINARY > 

U FEDERAL AN0 STATE DATA ARE CEIERALLV FOR CALEHDAR VEARSt LOCAL OAT* FOR F ISCAL  YEARS EWDIMC CONSIDEREU AVAILABLE FOR HIGHW8VS. 
I N  VARIOUS MONTHS OF THE CALENDAR YEAR. DATA FOR 1 9 7 9  ARE FINAL,  THOSE FOR LATER YEAR* ARE SUIJECT W PROCEEDS OF SHORT-TEW NOTES AND REFUNDING ISSUES ARE EXCLUDED. PREMIUM AND DISCOUNTS 01 
TO FUTURE ADJUSTMENTS. SALE OF UONDS ARE INCLUDED WITH ' ~ N V E S T ~ E N T  I~COME AND o7nEi7 RECEIPTS*. 

U LYCLUDEf AMOUWTS ALLOCATED FOR MOllHlCHUAV PURPOSES. MOTOR-FUEL AWD VEHICLE TAXES ARE MET 5/ MINUS SIGNS lUDICATE THAT FUNDS WERE PLACED Ill RESERVES. 
AFTER REFUNDS AND COLLECTIOII EXPEMSES. PARKIMG FEES ARE AMOUNTS I N  EXCESS OF PARl(fN6 COSTS 



TABLE 5D 

PERCENT D ISTRIBUTION 
OF 

H I G H W A Y  USER AND NONUSER REVENUES 
1 9 8 0  

CLASSIF IED B Y  COLLECTING AGENCY 

P e r c e n t  

F e d e r a l  S t a t e  L o c a l  T o t a l  

Z 

HIGHWAY-USER IMPOSTS 
M o t o r - F u e l  a n d  M o t o r - V e h i c l e  

T a x e s  6 3 . 8 4  7 7 . 0 8  2 . 8 1  5 6 . 7 6  
T o l l s  - 7 . 3 4  3 . 2 4  4 . 4 0  
P a r k i n g  F e e s  - - 1 . 2 4  0 . 2 8  

S u b t o t a l  ( T a b l e  5B) 6 3 . 8 4  8 4 . 4 2  7 . 2 9  6 1 . 4 4  

OTHER RECEIPTS 
P r o p e r t y  T a x e s  a n d  A s s e s s m e n t s  - - 2 6 . 5 4  5 . 9 6  
G e n e r a l  F u n d  A p p r o p r i a t i o n s  2 3 . 0 8  7 . 0 4  5 2 . 4 7  2 1 . 6 5  
O t h e r  T a x e s  a n d  F e e s  0 . 4 8  3 . 1 5  2 . 9 2  2 . 3 7  
I n v e s t m e n t  I n c o m e  a n d  

O t h e r  R e c e i p t s  1 2 . 6 1  5 . 3 9  1 0 . 7 8  8 . 5 8  
S u b t o t a l  ( T a b l e  5B) 3 6 . 1 6  1 5 . 5 8  9 2 . 7 1  3 8 . 5 6  

GRAND TOTAL 1 0 0 . 0 0  1 0 0 . 0 0  1 0 0 . 0 0  1 0 0 . 0 0  
2 7 . 4 8  5 0 . 0 6  2 2 . 4 6  1 0 0 . 0 0  

HIGHWAY-USER IMPOSTS 
M o t o r - F u e l  a n d  M o t o r - V e h i c l e  

T a x e s  1 0 0 , O O  9 1 . 3 0  3 8 . 5 6  9 2 . 3 8  
T o l l s  - 8 . 7 0  4 4 . 4 1  7 . 1 7  
P a r k i n g  F e e s  - - 1 7 . 0 3  0 . 4 5  

T o t a l  1 0 0 . 0 0  1 0 0 . 0 0  1 0 0 . 0 0  1 0 0 . 0 0  
2 8 , 5 5  6 8 . 7 8  2 . 6 7  1 0 0 . 0 0  

OTHER RECEIPTS 
P r o p e r t y  T a x e s  a n d  A s s e s s m e n t  - - 4 2 . 7 8  1 5 . 4 9  
G e n e r a L  F u n d  A p p r o p r i a t i o n s  6 4 . 0 0  4 5 . 1 6  4 4 . 5 6  5 6 . 1 3  
O t h e r  T a x e s  a n d  F e e s  0 . 1 3  2 0 . 2 3  3 . 2 1  6 . 1 2  
I n v e s t m e n t  I n c o m e  a n d  

O t h e r  R e c e i p t s  3 5 . 8 7  3 4 . 6 1  9 . 4 5  2 2 . 2 4  
T o t a l  1 0 0 . 0 0  1 0 0 . 0 0  1 0 0 . 0 0  1 0 0 . 0 0  

2 5 . 7 7  2 0 . 2 3  5 4 . 0 0  1 0 0 . 0 0  

D e r i v e d  f r o m  T a b l e  5 C .  

- 2 5 -  
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TABLE 5E 

PERCENT DISTRIBUTION 
OF 

STATE MOTOR-FUEL AND MOTOR-VEHICLE TAXES 

MOTOR F U E L :  

Gallonage Taxes 

P e r c e n t  P e r c e n t  

Inspection Fees  0 . 3 5  0 . 6 3,, 
O t h e r  Fees --- 0 . 1 8  0.33 

Subtotal 0.53 0.96 
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CHAPTER 6 

SUMMARY 

The i d e a  t h a t  t h e  h i g h w a y  u s e r  s h o u l d  p a y  f o r  h i s  h i g h u a y s  
and t h e i r  o p e r a t i o n  and  m a i n t e n a n c e  i s  t h e  p r e d o m i n a n t  
h i g h w a y - f i n a n c i n g  c o n c e p t  t o d a y .  T h i s  r e p o r t  e x p l a i n s  and  
a n a l y z e s  t h e  i d e a  o f  h i g h w a y - u s e r  t a x a t i o n  b y  p u t t i n g  i t  i n  
h i s t o r i c a l  p e r s p e c t i v e  and  e x p l o r i n g  v a r i o u s  p o i n t s  o f  v i e w ,  
We e x a m i n e  t h e  h i s t o r y  o f  r o a d  and h i g h w a y  f i n a n c i n g  i n  t h i s  
c o u n t r y  a n d  t h e  d e v e l o p m e n t  o f  t h e  t v u s e r - p a y s w  c o n c e p t .  We 
e x p l o r e  v a r i o u s  d e f i n i t i o n s  o f  j u s t  wha t  a " u s e r "  t a x  i s  and  
i s  n o t ,  a s  w e l l  a s  w h a t  i t  may b e  a n d  may n o t  b e t  and u e  
d i s c u s s  t h e  u s e r - n o n u s e r  d e b a t e :  who b e n e f i t s  f r o m  h i g h w a y s  

cL and how, and  how much t h e y  s h o u l d  p a y .  

The f i n a n c i n g  o f  h i g h w a y  t r a n s p o r t a t i o n  i n  t h e  U n i t e d  S t a t e s  
w i l l  p r o b a b l y  b e  a  m a j o r  a r e a  o f  c o n c e r n  f o r  a t  l e a s t  t h e  

.I n e x t  5 o r  1 0  y e a r s .  I n  many S t a t e s  h i g h w a y - u s e r  r e v e n u e s  
have  l e v e l e d  o f f  o r  d e c r e a s e d .  The s i t u a t i o n  i s  c o m p a r a b l e  
f o r  t h e  F e d e r a l  H i g h w a y  T r u s t  Fund.  H i g h w a y  c o n s t r u c t i o n  
and m a i n t e n a n c e  c o s t s  h a v e  i n c r e a s e d  f a s t e r  t h a n  consumer  
p r i c e s .  F u e l  c o n s u m p t i o n  h a s  l e v e l e d  and  t h e  m o t o r - f u e l  
t a x ,  the .  f i n a n c i a l  b a s e  o f  t h e  N a t i o n ' s  h i g h w a y  s y s t e m s  f o r  
more t h a n  a h a l f  c e n t u r y ,  i s  b e i n g  e r o d e d .  I n  s h o r t ,  
h i g h w a y  f i n a n c e  i s  a  p r o b l e m .  

H i g h w a y s  and s t r e e t s  were  c o n s i d e r e d  p r i m a r i l y  a l o c a l  
g o v e r n m e n t  r e s p o n s i b i l i t y  i n  t h i s  c o u n t r y  t h r o u g h  t h e  e a r l y  
p a r t  o f  t h e  1 9 t h  c e n t u r y  and  were  f i n a n c e d  t h r o u g h  p o l l  and  
p r o p e r t y  t a x e s .  T y p i c a l l y  t h e  l o c a l  l a n d h o l d e r s  p a i d  t h e  
t a x e s  i n  t h e  f o r m  o f  work  o n  t h e  r o a d s .  E v e n t u a l l y  s t a t u t e  
l a b o r  was r e p l a c e d  by  r o a d - t a x  l e v i e s ,  b u t  l o c a l  g o v e r n m e n t s  
c o u l d  n o t  c o p e  w i t h  t h e  h i g h w a y  n e e d s  o c c a s i o n e d  b y  t h e  
e x p a n s i o n  w e s t w a r d  f r o m  t h e  e a q t e r n  s e a b o a r d .  T h e r e  was a  ., p e r i o d  o f  t o l l  r o a d  d e v e l o p m e n t .  Then c o m p e t i t i o n  f r o m  t h e  
r a i l r o a d  b r o u g h t  t h a t  t o  a n  end,  and  h i g h w a y s  r e v e r t e d  t o  
g o v e r n m e n t  r e s p o n s i b i l i t y .  

The a d v e n t  o f  t h e  a u t o m o b i l e  t o w a r d  t h e  end  o f  t h e  1 9 t h  
c e n t u r y  saw a n  i n c r e a s i n g  demand f o r  more  and  b e t t e r  r o a d s .  
I t  became c l e a r  t h a t  t h e  m a i n  s o u r c e s  o f  r o a d  f i n a n c i n g ,  
e s p e c i a l l y  t h e  p r o p e r t y  t a x ,  were  i n a d e q u a t e .  By  1921  a l l  
S t a t e s  h a d  a n n u a l  m o t o r - v e h i c l e  r e g i s t r a t i o n  f e e s ,  and  by 
1931  a l l  S t a t e s  and  t h e  F e d e r a l  Governmen t  were  i m p o s i n g  a  
t a x  o n  m o t o r  f u e l .  

A c a s e  c a n  b e  made t h a t  t a x i n g  h i g h w a y  u s e r s  t o  p a y  f o r  
r o a d s  was n o t  t h e  o r i g i n a l  i n t e n t  o f  t h e  v e h i c l e  f e e  and  
f u e l  t a x .  R e g a r d l e s s ,  t h e  r a t i o n a l i z a t i o n  s o o n  a p p e a r e d  and  
s t i l l  h o l d s  sway t o d a y .  The c o n c e p t  i s  r e f l e c t e d  m o s t  
c l e a r l y  i n  t h e  m o t o r - f u e l s  t a x .  A b a s i c  c o n c e p t  o f  t h e  
f u e l s  t a x  i s  t h e  m e t e r i n g  o f  h i g h w a y  s e r v i c e s .  I t  seems, 
f o r  now, t h e  p u b l i c  a n d  i t s  l e g i s l a t o r s  a c c e p t  t h e  
r a t i o n a l e s  u n d e r l y i n g  t h e  u s e r - p a y s  c o n c e p t  a s  reasonable 
and e q u i t a b l e .  



Why s h o u l d  t h e  h i g h w a y  f u n c t i o n  o f  g o v e r n m e n t  b e  s i n g l e d  o u t  
f a r  s p e c i a l  t r e a t m e n t ?  T h e r e  a r e  t h r e e  r e a s o n s :  ( 1 1  E q u i t y .  
H ighway  s e r v i c e s  a r e  n o t  d i s t r i b u t e d  e q u a l l y  t h r o u g h o u t  
s o c i e t y  and  t h e  p u b l i c  does  n o t  s u p p o r t  t h e  i d e a  o f  
f i n a n c i n g  h i g h w a y s  c o m p l e t e l y  t h r o u g h  g e n e r a l  t a x  l e v i e s  
a s  i s  done,  f o r  examp le ,  f o r  t h e  e d u c a t i o n  f u n c t i o n .  S i n c e  
h i g h w a y s  s t i l l  m u s t  b e  p r o v i d e d ,  and  o f  c o u r s e  p a i d  f o r ,  
u s e r  c h a r g e s  seem a b o u t  t h e  o n l y  p r a c t i c a l  mechan ism.  
1 2 )  N e u t r a l i t y .  U s e r  c h a r g e s  remove t h e  m a j o r  s u b s i d y  e l e m e n t s  
i n v o l v e d  i n  g o v e r n m e n t  p r o v i s i o n  o f  h i g h w a y s ,  t h e r e b y  
p r o m o t i n g  t h e  e c o n o m i c  a l l o c a t i o n  o f  r e s o u r c e s ,  T h i s  
b a s i c a l l y  means a  m a r k e t  mechan ism i s  e m p l o y e d .  
( 3 1  I n v e s t m e n t  c r i t e r i a .  H i g h w a y - u s e r  t a x a t i o n  t e n d s  t o  
e s t a b l i s h  a d i r e c t  c o n n e c t i o n  b e t w e e n  t h e  c a s t s  o f  s u p p l y  
and  e f f e c t i v e  demand. C o m p a r i n g  u s e r - t a x  r e q u i r e m e n t s  and  
h i g h w a y  b e n e f i t s  i n  t e r m s  o f  s a v i n g s  o r  o t h e r  v a l u e s  t o  t h e  
h i g h w a y  u s e r  i n d i c a t e s  w h e t h e r  a  h i g h w a y  p r o g r a m  i s  
e c o n o m i c a l l y  j u s t i f i e d .  A l s o 9  t h e  v e h i c l e  o w n e r / t a x p a y e r ' s  
e c o n o m i c  d e c i s i o n  t o  p a y  f o r  h i g h w a y  f a c i l i t i e s ,  a5 
e v i d e n c e d  b y  h i s  b u y i n g  v e h i c l e s  and f u e l  ( a n d  t h e r e b y  
p a y i n g  u s e r  c h a r g e s )  and  u s i n g  t h e  e x i s t i n g  f a c i l i t i e s  i s  a  
r o u g h  i n d i c a t o r  o f  t h e  w isdom t o  m a i n t a i n ,  o r  e v e n  enhance ,  
t h e  e x i s t i n g  p l a n t .  

G a s o l i n e  t a x e s  a r e  l e v i e d  a t  t h e  w h o l e s a l e  l e v e l .  S i n c e  
t h e s e  t a x e s  a r e  i n t e n d e d  t o  b e  r o a d  t o l l s ,  e x e m p t i o n s  o r  
r e f u n d s  a r e  commonly g r a n t e d  f o r  n o n h i g h w a y  u s e s .  Houever ,  
n o t  a l l  n o n h i g h w a y  u s e s  a r e  f u l l y  exempted  o r  r e f u n d e d  i n  
a l l  S t a t e s ,  and  n o t  a l l  e l i g i b l e  r e f u n d s  a r e  c l a i m e d .  A l s o ,  
some h i g h w a y  u s e s  a r e  p a r t i a l l y  exempt  o r  r e f u n d e d .  
P r o b a b l y  t h e r e  i s  a l s o  some c l a i m i n g  o f  u n d e s e r v e d  r e f u n d s ,  
as  w e l l  a s  e v a s i o n  o f  t h e  d i e s e l - f u e l  t a x  (commonly  l e v i e d  
a t  t h e  r e t a i l  o r  u s e r  l e v e l ) .  Thus,  n e t  m o t o r - f u e l  t a x  
r e c e i p t s  a r e  l a b e l e d  h i g h w a y - u s e r  r e v e n u e s ,  b u t  t h e y  a r e  n o t  
p u r e l y  s o  i n  a l l  S t a t e s  i n  t h e  sense  t h e s e  r e v e n u e s  i n c l u d e  
o n l v  t a x e r ;  c o n t r i b u t e d  b y  h i g h w a y  u s e r s  and  a r e  p a i d  by  &J. 
h i g h w a y  u s e r s .  I t  m i g h t  a l s o  be n o t e d  t h a t  t h e r e  a r e  
c o m p a r a b l e  d i s t o r t i o n s  o f  t h e  u s e r - p a y s  p r i n c i p l e  w i t h  
r e g a r d  t o  m o t o r  v e h i c l e  r e g i s t r a t i o n  r e v e n u e s .  

The q u e s t i o n  0 4  who s h o u l d  p a y  f o r  h i g h w a y s  i s  e s s e n t i a l l y  
a n  a r g u m e n t  a b o u t  who b e n e f i t s  f r o m  h i g h w a y s .  A t  one 
e x t r e m e  a r e  t h o s e  who c l a i m  a l l  c i t i z e n s  b e n e f i t ,  d i r e c t l y  
o r  i n d i r e c t l y ,  and,  t h e r e f o r e ,  a l l  s h o u l d  p a y  t h r o u g h  
g e n e r a l  t a x  l e v i e s .  O n  t h e  o t h e r  hand,  t h e r e  a r e  t h o s e  who 
s u p p o r t  t h e  t h e o r y  u s e r s  o f  t h e  h i g h w a y s  d e r i v e  i m m e d i a t e  
and  s p e c i a l  b e n e f i t s  and  s h o u l d  p a y  a l l  o r  m o s t  o f  t h e  c o s t  
o f  h i g h w a y s .  T h e r e  i s  m e r i t  i n  b o t h  p o i n t s  o f  v i e w .  M o s t  
o f  us  b e n e f i t ,  b u t  u s e r s  o f  t h e  r o a d s  r e a l i z e  a s p e c i a l  
b e n e f i t  t h a t  j u s t i f i e s  t h e  paymen t  o f  a s p e c i a l  t a x .  Today 
F e d e r a l - a i d  and S t a t e  h i g h w a y  f i n a n c e s  a r e  s u p p o r t e d  p r i m a r i l y  
b y  u s e r  t a x a t i o n ,  w h i l e  l o c a l  r o a d s ,  w h i c h  have  s t r o n g  
a c c e s s  f u n c t i o n s ,  a r e  b a s i c a l l y  s u p p o r t e d  b y  u s e r  and  
n o n u s e r  t a x e s  ( s u c h  a s  p r o p e r t y  t a x e s  and s p e c i a l  
a s s e s s m e n t s ) .  Most o f  u s  p l a y  m u l t i p l e  r o l e s  o n  s o c i e t y ' s  
s t a g e r  b e i n g  a t  v a r i o u s  t i m e s  commuter ,  business man^ 



l o h d \ ~ o d d e r  o r  c r o s s - c o u n t r y  t r a v e l e r .  Thus,  i n  a  s e n s e 8  t h e  
h i g h w a y  u s e r  i s  a l l  o f  u s .  

T h e r e  i s  n o  p a r t i c u l a r  d e f i n i t i b n  o f  h i g h w a y - u s e r  c h a r g e  
t h a t  c a n  b e  s a i d  t o  b e  t h e  o n l y  c o r r e c t  one.  H i g h w a y  u s e r  
c h a r g e s  a r e  e o n s t r v e t e d  f r o m  t h e  p a r t i c u l a r  p e r s p e c t i v e  o f  a  
s p e c i f i c  t a s k  o r  g o a l  o r  e d u c a t i o n a l  a n d l o r  p r o f e s s i o n a l  
~ r i e n t a t i o n ,  

A t y p i c a l  d e f i n i t i o n  o f  h i g h w a y - u s e r  t a x  i s :  Those i m p o s t s  
l e v i e d  o n  o w n e r s  and  o p e r a t o r s  o f  m o t o r  v e h i c l e s  b e c a u s e  o f  
t h e i r  u s e  o f  t h e  p u b l i c  h i g h w a y s .  These i m p o s t s  c o n s i s t  
c h i e f l y  o f  m o t o r - f u e l  t a x e s ,  d r i v e r s  l i c e n s e  f e e s ,  and  o t h e r  
f e e s  c l o s e l y  a l l i e d  w i t h  t h e  o w n e r s h i p  and  o p e r a t i o n  o f  
m o t o r  v e h i c l e s ,  Taxes  p a i d  b y  h i g h w a y  u s e r s  w h i c h  a r e  p a r t s  
o f  g e n e r a l  t a x  s t r u c t u r e s  a p p l i c a b l e  t o  a v a r i e t y  o f  
c o m m o d i t i e s r  o p e r a t i o n s ,  and  a c t i v i t i e s  a r e  e x c l u d e d .  

d Some a u t h o r i t i e s  s u g g e s t  i f  t h e  u s e r - p a y s  p r i n c i p l e  i s  f u l l y  

embraced,  t h e r e  I s  n o  l o g i c a l  r e a s o n  t o  exempt  h i g h w a y  u s e r s  
f r o m  g e n e r a l  t a x e r  t h e y  w o u l d  o t h e r w i s e  p a y ,  Thus,  i t  i s  

I a r g u e d ,  i n  S t a t e s  where  v e h i c l e s  a r e  exempt  f r o m  p r o p e r t y  
t a x e s  a n d l o r  m o t o r  f u e l  i s  exempt  f r o m  a g e n e r a l  s a l e s  t a x ,  

I 

t h e  g e n e r a l  t a x  componen ts  o f  t h e  u s e r  t a x e s  m u s t  b e  
s u b t r a c t e d  t o  a r r i v e  a t  n e t  h i g h w a y - u s e r  t a x  o r  r e v e n u e .  
The d i v i d i n g  l i n e  b e t w e e n  u s e r  t a x e s  a n d  n o n u s e r  t a x e s  i s  
n o t  a l w a y s  c l e a r ,  and  t h e r e  i s  room f o r  d i s a g r e e m e n t  w i t h  
r e g a r d  t o  c e r t a i n  s p e c i f i c  S t a t e  i m p o s t s  and  c e r t a i n  k i n d s  
o f  t a x e s  i n  g e n e r a l .  Some a u t h o r i t i e s  a n a l y z e  h i g h w a y  

I r e v e n u e s  f r o m  t h e  s t a n d p o i n t  o f  l o s t  c a p i t a l - u s e  o p p o r t u n i t y  
l i . e , ,  e c o n o m i c  c o s t ) ,  r a t h e r  t h a n  i n  t e r m s  o f  
o u t - o f - p o c k e t  o u t l a y s .  

The t o t a l  r e v e n u e  a v a i l a b l e  f o r  h i g h w a y s  f r o m  d i r e c t  i m p o s t s  
and d e r i v a t i v e  s o u r c e s  s t a n d s  a t  a b o u t  $ 3 8  b i l l i o n  
( e s t i m a t e d  f o r  4981) .  F e d e r a l  u s e r  t a x e s  have  i n c r e a s e d  a t  
a  s l o w e r  r a t e  t h a n  a n y  o t h e r  s o u r c e ,  r e f l e c t i n g  t h a t  t h e  t a x  
r a t e s  h a v e  n o t  changed  f o r  a  l o n g  t i m e .  L o c a l  r e v e n u e s  h a v e  
r i s e n  a+  a b o u t  d o u b l e  t h e  r a t e  o f  S t a t e  r e c e i p t s .  N o n u s e r  - r e v e n u e s  a c r o s s  t h e  b o a r d  have  r i s e n  f a s t e r  t h a n  

h i g h w a y - u s e r  r e c e i p t s ,  a b o u t  f i v e  t i m e s  a s  much. U s e r  
i m p o s t s  p r o v i d e  t h e  m a j o r i t y  o f  h i g h w a y  r e v e n u e s ,  b u t  t h e  
s h a r e  h a s  b e e n  d r o p p i n g  t h e  l a s t  1 0  y e a r s  f o r  a l l  l e v e l s  o f  
g o v e r n m e n t ,  O v e r a l l ,  t h e  u s e r - n o n u s e r  s p l i t  i s  a b o u t  w h a t  
i t  was 30 y e a r s  ago.  The F e d e r a l  Governmen t  t r a n s f e r s  m o s t  
o f  i t s  a n n u a l  r e v e n u e  t o  t h e  S t s t e s p  and  S t a t e  g o v e r n m e n t s  
t r a n s f e r  more t h a n  2 0  p e r c e n t  o f  t h e i r  f u n d s  t o  l o c a l  
g o v e r n m e n t s ,  i n c r e a s i n g  t h e  f u n d s  a v a i l a b l e  t o  l o c a l  
g o v e r n m e n t s  b y  mare t h a n  h a l f .  A b o u t  t w o - t h i r d s  o f  t h e  
F e d e r a l  r e v e n u e  comes f r o m  m o t o r - f u e l  and  v e h i c l e  t a x e s t  and  
a b o u t  8 4  p e r c e n t  o+ S t a t e  r e c e i p t s  i s  f r o m  u s e r  i m p o s t s .  I n  
c o n t r a s t ,  l o c a l  g o v e r n m e n t s  d e r i v e  m o s t  o f  t h e i r  h i g h w a y  
income f ~ o m  n o n u s e r  s o u r c e s  ( a b o u t  o n e - f o u r t h  f r o m  p r o p e r t y  
t a x e s  and  a s s e s s m e n t s ) .  S t a t e  g o v e r n m e n t s  p r o d u c e  a b o u t  
h a l S  o f  t h e  h i g h w a y  r e v e n u e .  F o r  1980 S t a t e  r e c e i p t s ,  m o t o r  
f u e l  a c c o u n t e d  f o r  a b o u t  55 p e r c e n t  a +  h i g h w a y - u s e r  t a x  
r e v e n u e ,  G a l l o n a g e  t a x e s  p r o d u c e  v i r t u a l l y  a l l  o f  t h e  f u e l  
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APPENDIX A 

15 126. Diversion. 
(a) Since it is unfair m d  unjust to tax motor-vehicle transporta- 

tion unless the proceeds of such taxation are applied to the con- 
struction, improvement, or maintenance of highways, after June 
30, 1935, Federal aid for highway construction shall be extended 
only to those States that use a t  least the amounts provided by law 
on June 18, 1934, for such purposes in each State from State motor 
vehicle registration fees, licenses, gasoline taxes, and other special 
taxes on motor-vehicle owners and operators of a11 kinds for the 
construction, improvement, and maintenance of highways and ad- 
ministrative expenses in connection therewith, including the retire- 
ment of bonds for the payment of which such revenues have been 

ledged, and for no other purposes, under such regulations as the !k cretary of Transportation shall promulgate from time to time. 
&) In no case shall the provisions of this section operate to de- 

prive any State of more than one-third of the entire apportionment 
authorized under this chapter to which that State would be enti- 
tled in any fiscal year. The amounb of any reduction in a State's 
apportionment shall be reapportioned in the same maner as any 
other unexpended balance a t  the end of the period during which it 
otherwise would be availsrble in accordance with section 104(b) of 
this title. 

UNITED STATES CODE 

TITLE 23: HIGHWAYS 
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SUMMARY OF STATE MOTOR-VEHICLE REGISTRATION FEE SCHEDULES' 

TP.81 SL1EFT E MV-103 2 OF B 

BASED ON REPORTS 

STATE 

I n d i a n a  

l o v a  

~ a n s a s  

Kentucky 

Lou l s l ane  

M a l ~ e  

w 

OF STATE AUTHORITIES 

I. hUTOMOB1LES 

Massarhuset ts  

M l ch i gan  

U STlTUS LS OF JANUARY I. 1982 

- 2. SIYGLE-BNlT  TRUCKS 

FEE FOR T l P l C A L  I  
APPROXIHATE FEE RANGE 3 VEHICLES U 

Pllnnesat. l- 
i 
~ s s t s s , p p 7  

I 

9 00  

7.00 

FEE FOR 
TYPICAL FEE BASIS 

APPROXlUATE 
R A R G E Y  

FARM 

( 9 1  

10.75  

1 1 0  0 0  

- 
21.00 

~n a d e l r l o n s l  12.00 f e e  < o l l e c i e d  for 

920 5 0  f o r  6,000 pounds or l e s s  t o  
I s15.50 f o r  6.000 pounds or l e s s  t o  5350.50 

$1 ,050 50  f o r  o v e r  7Z.000 pounds I for over 72 .000 pounds 
I -- 

I!> 

F l a t  f e e  o f  '312.25 p l ua  an a x c l s e  t a x  c f  
$lZ.OO CD 5400.00 I s  based on year of  nanu- 
f a c t u r e  and f ac tmry  a d v e i t t a e d  b a r e  p r i c e .  
A S l  0 0  rsrvlce charge. r r t s l n e d  by t h e  
branch o f f i c e s  p l u s  a 25-cent  P u b l i c  Sa fe t y  
Fee are locl8,ded r n  t h e  r a g l s t r a t l c n  f e c .  

Empty ~ e l g h t  and value: 40  c e n t s  per c n t .  
ptw. one pe rcen t  af v a l u e .  The p o r r l o n  bared 
on va lua  drops t o  314 o f  o n e  p e r c e n t  
a f t e r  5 r e g l s t r n t l o n s ,  112 o f  one pe rcen t  
a f t e r  6 r e g i s t r a t i o n s  and 1 / 1 0  o f  one 
pa r cen t  after a and a l l  f u t u r e  r c g i r t r a t % a n =  
Mln16um t o t a l  r e g i s t r n t l o n  510.00. 

G P ~ ~ S  " e ~ g h t  groups 513.00 f o r  5.000 pounds 
end l e s s ,  $16.25  far 2.001 t o  4,000 ~ o u n d s l  
5 1 9 . 5 0  f v r  4,001 t a  4 ,500 pounds: 326 0 0  f o r  
more t h a n  1.500 pounds. 12/ 

NOH- 
FAPH 

1 8 )  

100.75 

110.00  

75.00 

FEE BASIS 

1 5 )  

F a c t o r y  p r l c e  g roups  A 
5 1  0 0  s e r v i c e  cha rge  re- 
t a i n e d  by t h e  b ranch  o f f l c e s  
PIUS a 2 5 - c e n t  Pub i I t  
S a G c t y  Fss a-a  i o c l u d a d  I V  
t h e  i e g l s t r a t i o ,  fee.  

zross w e l g h t  groups 

Gross w e ~ g h t  groups 

f a rm .  

7 4  c e n t s  p e r  c r t .  o f  empty w e i g h t  

A5 p e r c e p t  o f  t h e  base fee w i t h  minimum oC 

SL6.00 $34.00  f o r  pickup. under  5 , 0 0 0  
pounds empty r e l g h t .  Minimum Sl.08 
per cwC 'or 2.500 pounds t o  E3.38 per  
-nt, for 15,001 pounds a n 0  aver 
$243.00 f o r  24,000 pounds or l a s s  
g ross  v e h i c l e  w e l g h t  t o  $1.596 00  
for ove r  160.000 pounds.  

s 4 5  00  f a r  9 .000 podnds or l e s s  t o  51 .620 00 
f o r  0S.000 pounds. Fee IS reduced t o  t h e  
.lnlnum ~n t h e  seven th  y e a r  o f  vehicle l l f e .  

75  t a g  f e e  p l u s  $7.20 f o ~  6.000 pounds 0 
less t o  6643 00  f a r  73 ,280 pounds 

G r o s s  weighi groups 

-- 
~ i a t  f ea  p l u s  g r o s s  weight 

5 0 . 5 0  

34.50 

25 50  

12 00+ i s1z .00  f lat fee p l u s  g r a s s  w e ~ g h t  fee r f  

Empty we igh t .  S20.00 for  3,000 pounds or , 20.00 
less up t o  7 4  c e n t s  per  c v t  f o r  over 
SO.000 pounds. Mlnlmum SZ0.00. 

2 0 . 5 0  

1 5  60  

11.50 

22.00 512.00 f l a t  i e e  p l u s  16 p a r c a n t  o i  gross 
fee E7.50 fo r  6 ,000 pounds ar l e s s  t o  $513 75  

?or ~ 2 , 0 0 0  pounds p l u s  a d d l t l o n a l  $62 5 0  F o r  
each 2,000 pounds over  42,000 pounds 

RE6ULAR RiGISTRPiTIDN 
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823.25 f o r  7,000 pound3 or l a s s  t o  $565 2 5  
f o r  ove r  66.000 pounds. 

E x c l s e  t a x  i n  a d d l t l o n  t o  r e g l s t r e t l o n  f a e  
1s r n a r g e d  on trucks under  11 ,001 pounds. 

~ 4 5  00 f o r  3 t o n r  or l e s s  ( 5 3 5 . 0 0  a f t e r  t e n  
r e g l r t r a t l c n s )  t o  $1.695.00 f o e  1 0  t ens .  

~ 2 7 . 5 0  f o r  I2,QOO peunds o r  l e s s  to 
s1.475.00 fo r  05,500 pounds. 

VEHICLE 
FROM TO ?V 

I 
i 

" - - -  
Gresa w e l g h t  groups.  A $1.00 S l 1 . 5 0  for 6 ,000 pounds o r  I*,* t o  
s e r v l c c  cha rgs  1% i n c l u d e d  i n  8474.00  for  46.000 pounds 
t h e  f e e s  shown. 

Cross v e l a h t  pe r  l oad -  s l 0 . 0 0  fvr lee. t h a n  3 5 0 0  pounds on l oad -  

243.00 

62.00 

3 0  00  

353.03 Valu*  and s g r :  The base v a l u e  1s 
t h e  nanu fac tu ra r ' s  suggested r e t a i l  p r l c e  p l u s  
t h e  d e s t i n a t i o n  cl-arges. V s l u e  d e p r e c l s t l ~ n  
each yeac v n t l l  minimum t a x  A 25 c e n t s  per 
p l a t e  - e f l e c t o r l z a t l c n  fe- 16  assessed when 
"BY p I a C ~ s  are  l s ~ v e d  A 5 p e r i e l c  surtax 
i. Inc l uded  There 1 3  also a $13 00 
r e g i s t r l i t l o n  f e e  

g M P t y  - l g h t  gFoups 
1,600 pounds o r  l e s s  t o  520 00  f o r  ove r  4.050 
pounds. lesi 10 percent  r e d u c t l o r  for each 
or io r  r e g l s t r a t l o n  n o t  t o  exceed 5 years,  I PIUS a 12.75  t a g  fee 

v e h i c l e  w e i g h t  fee schedu le  w i t h  mlnirnua 
f e e  of 5 6  00 .  

SPECIAL RATES FOR FARM TRUCKS V 

( 7 1  

S25.25 +or l l . 0 0 0  pounds et l a s s  t o  
s2a2.75 f o r  over 66.000 pounds. 

$120.00 f o r  8 t o n s  t o  $375.00 fw  2 0  t ons .  

815.00  f o r  1 2 r 0 0 0  pounds ~r leas t o  $62.00  
f o r  O Y W  24.000 pounds, b u t  not to exceed 

11 00  

1 3  00 

4 2 , 0 0 0  peunds. I 

$11 . 5 0  for  32,000 pounas or les. t o  60  p a r -  1 31 .00  / 12.50 
c a n t  of r e g u l a r  fee fo r  over 36,aOO pounds. 

- 
SO 0 0  t o r  a x l e  l oads  up t o  6 . 0 0 0  pounds t o  
1 2 0  00  f o r  tandem a x l e  l o a d s  e f  32 ,000 
peunds. 

carrying a x l e  

G m s s  w Q h t  groups 

Chass l r  w e l g h t  grmxps n l t h  
gross v s i s h t  l l m l t a  ~r 
",en"f*cturet's r a t a d  cap-  
dr1t .v  fo r  L I Z  and 311 t o n  

6r.s. w e i g h t  

15.00 

I , 

$35.00 f o r  f ' r s t  s l g h t  years.  27 p e r c e n t  over ' 
6 y e a r s  for under 57 ,000 pounds. 60 p e r c e n t  l 
o+ t h e  b a s e  fee for F l r s t  years, 36 p e r c e n t  
over 8 year. f o r  57 .000 peunda ar more I l l  

12.50 

6.00 

ZC.00 

30.00 

F l a t  fee, A S1.OO service charg. 1s l n c l c d e d  1 2 . 5 0  
I n  t h e  fees shwn .  

carrying a x l e  t o  5240.00  f o r  up t o  32 .000 
pounds p e r  b a d - c a r r y l n g  tandem axle. 1 
520  00  f o r  6 ,000 pounds or 1.1s t o  5816.00  
f o -  80.000 pounds 

525 00 f o r  3 / 4  ten  or l e s s  n a n u f a c t u t e r 7 s  
r a t e d  c a p a c i t y  O t 5 e r o  $35.00  
l m l n i m ~ m  g ross  w e i g h t  10 ,000 pounds; 
t o  S632.00 lmax+num g r o s s  v e l g h t  
79 ,000 pounds >. 
~ 7 , o o  O W  1,000 pounda. u4n~nun 
fee $20.00  

- 
67 63 

, 19.00 

- 
23.00 Gtos$ welsh% groups,  excep t  i empty w e l g h t  f o r  t r u c k s  l e a s  

thsn 8,000 pounds. 

1 2 7 5  a See 1  7 0 0 0 0  P O  0 

I less t c  5555 00  for 73,280 pounds. 
I 

161.30 

* l e t  fee =or 2 - y e a r  ps r l od .  If registered 
f o p  f i r . t  t i m e  d u r l n g  t h s  second year 
fee  I s  t 3 . 0 0 .  

32 .08  015 0 0  f o r  6,300 pound. or 1 - r r  t o  5300.00  
f a r  5 4 , 0 0 0  p a ~ n d s  

I 

38 0 0  

p 3 u 3 - 7 v - ~ 2  

43.00 

6 . 0 0 /  6 OD 

I 
70.00  

F l a t  fee. 

Gro*s wergh t  and age groups.  
A 2 5  c e n t s  per  p l a t e  r e f l - c -  
t o r 2 r i n g  f e e  $ 6  assessed when 
new pl.:es ars  i s sued  A 5 
pe r cen t  s u r t a x  i s  i n c l u d e d  I n  
t h e  f e e s  shown. 

fe-. 

" . /5  

25 .00  1 19.50 

I 

F l a t  f o e  

Sh lpp l ng  welght group.. 820.00 'or 3,700 
pounds or l e s s  t o  530.00 f o i  ove r  3.700 
pounds. 

--- 
$2.00 per 1.900 pounds o f  g r o s s  r e g i s t e r e d  
w e l g h t :  SZ0.00 l n f n l m ~ m  gross w e l g h t  of 
10,000 pounds)  t o  S110.00 l w x l m u n  g r o s s  
w e l g h t  o f  55.000 pounds) .  

57.00 for r c g f s t P s t ~ o n  Cc r t< f~c t te  and 17.00  , f o r  each number p l a t e  n h l ~ h  can be daad 
~ ~ t e i c h a n g a s b l y  on owner 's  v e h l c l e s  
~ c s t r t c t e d  t o  s o - m ~ i s  r e d l u s  o* o*mer 'T  

34.75  

10.00 ~ 0 . 0 0  i 1 0  0 0  

4 9 . v i  

s8.00 11 oo 
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In addltlon to the fees / I I i I 
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i 

3.000 pounds or kss. S24.00 for 9,001 to 
12.50 Grosn weight groups. A 50- $24.00 for 6,000 pounds or less to 834.00 2 1 3  of regular resfstration fee  for vshlclca 

4.000 pounds, $36.00 f o r  oier 4,000 pounds. 
cent administrative servlce for 26,000 pounds 550 00 for 26.001 to over 6.000 pounds. 

Fee redicad 50 percent after 5 years. A JO- 
fae I S  Included 1 0  the fees 48.000 pounds, and S 7 5 . 3 0  for 48.001 pounds 

c e n t  adrnin~stratius gervlce fee 1s included 
thovn iU and aver.  Fee reduced 50 percent a f t e r  5 

in the fees shan. 
years Tor  trucks of 8,000 pounds or lass, 
80 percent for truck3 of 0.001 to 26,000 

STATE 

Nmbraske 

-- 
Yevada 

New Hampshire Grn.5 weight p m ~ p s  snd ~ g e :  $16.80 f o r  6 .  0 .  Gross 1111t. Plus =ddIt=nal 516.80 fo r  3.000 pounds or 1-1. t v  74 =="Is 1 SZ4.00 for 11.000 pounds 01 less. 1 1 1 s  74 / 81.80 
3.000 P O U P ~ S  01 1.31 to 71 c e n t s  par c w t .  for  / , 28.80 , 24.00 , 73,280 poinds, Addltfonal $1.00 per plate 

31.00 par Plate reflfctorlzed 

] 
per cwt for 8.001 pounds and over .  

plate fee each time plates are  
/ :;:;: ;;:,;t;,:;;,~ny addIt(ona1 w i g h t  

ref lectoriz~d pidie fee eacit time plates a r e  I iss~ed. 

U STATUS AS OF JeNUARV I, 1982 

I. AUTOMOBILES 
I 

- 
1 

F E E  BASIS 

FROM TO 4/ 

11) 12) 1 131 (41 

2. SINGLE-UNIT TRUCKS 

FEE BASIS 

I51 
1 

019.50 for 3 tons or 1.s~ to 8811.50 for 36 E19.50 for 1 ton er less te 523.50 ln 
tons i excess o f  1 ton manufacturor'a rated 

96.50 23.50 

capas l ty . 

512.00 far 3,500 pounds of less to GO cents 1 He special rates. 
per cvt or n a ~ o r  fracrlon thereof for 
5.000 pounds or over  1 

I 43.00 1 43.00 , I 

Flat fee.  A SO-cent cnarge for the Recreatl~n 16 56 16.50 
Road Fun. 1s Inci~ded In the f e e s  shown.  

Gross vehicle we'sht except 
farm trucks, which .re re- 

lnciudes %I.oO rstalned by county for admln- 
1Str.tIon. 

elatered ~n the besis o f  
their rmtcd c~paclty A I 1 Is 1 SO-cant charge 0 7  h e  R x -  

APPROXIIUTE FEE RANGE J/ 

REGULAR REGISTRATION 
I 

SPECIAL RATES FOR FARM TRUCKS ,€I 

FEE FOQ TYPICAL 
VEHICLES U 

NON- 
PAR* 1 FARM 

-- 
Flat =ee. A $4 00 opecia7 fee Is Included In 
the ices shorn 

ib1 I 171 I81 193 

16 00 16.00 

reatlon Road Fund Is Included 

16 00 

in the Fee s b w n .  

Empty weight. A $4.00 .pecis? 
fee  IS included in the fees 
shown. 



- 
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SUMMARY O F  STATE MOTOR-VEHICLE REGISTRATIOH FEE SCHEDULES' 

TABLE UV- I03  
SHEET 4 OF B 

BASE0 MI REPORTS 

STATE 

South Dakota 

T*nncrsas 

Texas 

U tah  

I 

Vermont F l a t  fee. 36.00 36,OO 36.00 Ore.. w e l p h t  9roups 636.00 f o r  6.000 pounds o r  l e s s  to P l4 .70  $36.00 f e r  25.000 w u o d s  or  less,  er IPb5.00 171.20 Z6.03 
p- r  1,000 p o u ~ d s  For  over 6O.QOO pounds. fo r  35,000 pounds. 
N o n g r s o l l n a  t r u c k s  pay 75 p e r c e n t  r d d l -  
t l o n a l  f ees .  

V l r g l n l a  Sh lpp i ng  we igh t  groups.  S15.00 f a r  4,DCO 15.00 20.00 15.60 F l a t  f e e  p l u s  fw based on 15.00 f l a t  faa p l u s  01.30 p e r  1.000 pounds v e h l c l e s  a x o l u s I * e l y  on t h e  f a r m  or on hlghwsys 32.40 l h . 20  
pounds er l e s s i  SZ0 00 f o r  eusr 4.000 pounds. g ~ o s s  we lgh t .  'or 10.001 pounds to $3.00 per  1.000 pounds s o n n e c t l n g  farms.  n o t  I n  excess of t e n  mllms.  

far 76.000 pound* p l u s  ~ d d l t l o o a i  fsr  of are  ex-mpt f rm r ~ g l s t r e t l o n .  O the r  t w o - a x l e  
s5.00 f o r  orer 6,500 pounds. Min lmua fee  o f  f a m  v s h l c l a s  7.500 gross or more pay f i t t y  
~ 2 2 . 0 ~  f o r  vehicles rltl. gmss w e i g n t  of pe r  senturn of +as per t housand  pounds of gross 
6.501 pounds t o  lC.000 paundr .  W we?gh t .  

F ' a t  fee A 01 00 c o u n t y  f i l > n q  =ee and a 20 10 20 10 20 10 ~ l * r  fee ($ !9 .00)  plus fees $20.00 p l u s  f 6 . 23  fo r  l e s s  t han  4,000 pounds 020 00 p l u s  spec l a1  s t u d i e s  Fee and 112 o f  65 00 4 2  75 
10 - ren t  spec ra l  h i g rway  s t u d i e s  f e e  are  tn- 
c'udad {n t n e  ++as rLorn A 50 -cen t s  refiec- 

based on g r o r ~  w e i g h t  A t o  $256.00 fo r  40.000 P P U ~ ~ F ~  Diese l ,  eie i -  1 Foss u e l g h t  f e e .  T r u c k s  o p s r s t j n g  u t r h i n  

I t o r j r r a  p : a r s  ~ F F  ( $ 1  00 per a u t o r n o b ~ l e ~  TI 
11.00 c o v n i y  r l l l n g  f e e  and trlr, steam. and natural gas t r u c k s :  .%20 00 , P 5  r l l e s  o f  farm resulre o n l y  t 35.00 deca l  
a v a r l a b l e  r p e c l a l  h lghway ~ l u s  $8.00 f ~ r  1r.s t h a n  4,000 pounds i and are exempt from regu la r  r e g l s t r a t l o n .  

assessed when n r r  p l a t e s  are I s sued  V e h i c l e s  
power& by n a t i i r a l  sas o r  I l q u l f l a d  pet -o leurn 

s t u d f e s  f e e  based OD gross snd 1288.90 for  40,000 vounds I d d l t l o n a l  

1 1 2::,a:es;sgs;:RX;,;d;;;~;;i1 f e e  of "5 00 

w a l g n t  a r e  I n c l u d e d  ir t h e  f s s  f o r  n r t u n l  gas or l l q u l f l e d  p e t r v l e v a  ! fees rhown ( S p e c i a l  s t u d i e s  gas p w r e d  t r u c k s .  

I 

fee f ~ r  d lese l - powe red  t r u r l s  
I s  $2 00: a l l  utkcr truck. a r c  
2%- ren t s  under  12,000 pounds I 
g b u . 50-cents  between I 

I 

1Z.OCO mounds g.v.w. and S l  00 I 
arer 20.000 pounds ) .  A 50- I 

l 

! 
I 

-- -- 
b l a c a n s l n  Fla* fee. 

-- 
Wyom l ng = l a x  fee. 15.00 15.00 15.00 ~ l n p t y  v a l g h t  groups.  u 82.00 f o r  1,000 pounds or l e s s  t o  560.00 No s p e c i a l  r a t e s .  

for 6.001 pounds and aver. 
60 00 60  0" 

-1 

I 

Of STATE AUTHORITIES U STATUS AS OF JAHUPRY 1. 1982 

I. AUTOMOBILES 2. SINGLE-UNIT TRUCKS 

FEE 8ASlS 

( 1 1  

S t l l pp l ng  w e i g h t  grmupn and age: f20.00 f o r  
2.000 p w n d s  or l aaa  t o  $60.00 far 6.000 
t o  7.000 *ounds. Fee -educed 30 p e r c e n t  
*hem r r h l s l e  I s  5 o r  noem y-rs o l d .  

F I l t  fee, d S1.25 c le rk 's  fee I s  f m l u d e e  
I n  t h e  fees  r h n .  

S h i p p i ~ q  w e i g h t  p l u *  100 pounds: 112.0n +or 
3,500 pound. o r  I... to 55  ccnt. p.r C W .  for 
6.001 pound* and o v e r .  A 30-cent  r e f l a c -  
t ~ ~ i l ~ d  p l a t e  fee I s  I nc l uded  In  t h e  7-9 
shown. -- 
F l a t  fern A 50-cent  r e ? l e c t o r i z c d  p l a t e  f m e  
(S1.00 p.r autonobll.) 1% assassad when nav 
p l l t * s  are  I l nued .  A $2.00 d r i v e r s  =ducatlorn 
fee lr inc1od.d I n  t h e  f e a r  shown. 

WPROXIIATE FEE RANGE II FEE FOR 
TYPlCAL 
VEHICLE 

V 

( 1 )  

21.00 

APPROXIMATE 
RANGE 3 

FEE FOR TYPICAL 
VEhlCLES .Z/ 

F R M  

I 2 1  

21.00 

to 
( 3 1  

40.00 

II.PO 

12.30 

7.00 

FEE BASIS 

( 5 )  

S h i p p l n g  v e t a k L  g roup3  and 
age. 

Cross wight grapr.  

Cross weight gmups .  A 
30-cent  r s t 1 e c t a r l r . d  p l a t e  
f e e  I s  I n c l u d e d  lm t h e  f e e s  
r h w n .  

Grass x c l g h t  emups. 

1 

I 

19.00 ! 19.00 

30.30 

FARM 

( 9 1  

60.00 

REGULAR RECISTIATION 

161  

SZO.00 for  2.000 pounds ~r l a r r  
t e  Si80.00 Fer 13,000 pounds p l u s  
s40.00 f o r  each a d d l t l o n a l  1.000 
pmrnds i n  excess of I3.000. F u  
rhlvc.z.d 30 p e r c e n t  hhhn v r h l c l e  

12.30 

1s 5 or more y e a r s  o l d .  

$37.54 For 9,000 pounds or  le9s t e  $1.300.00 
f o r  80.000 pounds. 

44 c m t s  p c r  c u t .  tor  6.000 pounds or l e s s  
t o  99 cants p e r  c v t .  f o r  over 31.000 pounds. 
D l e s c l  t r u c k s  pay 11 p a r c e n t  a d d f t l o n a l  fa.. 

17.50 f o r  6.000 pounds o r  le rs  to s550.00 
f o p  80,000 pounds. 

SPECIAL RATES FOR FARM TRUCKS U 

( 7 1  

NO s a e e l a l  r a t e s .  

7.00 

noN- 
FARM 

( 5 1  

60.00 

7.00 

117.75 For 9,000 pounds or 1.r. t o  Sb92.00 
f a r  80.000 pounds. 

I t 2  r e g u l a r  fee. 

s7.50 for 6.000 pounds or 1.59 t o  t t 4 9 . 0 0  ror 
80.000 pounds. 

62.50 

96.82 

35.00 

33.00 

k8.56 

20.00 



SUMMARY OF STATE MOTOR-VEHICLE REGISTRATION FEE SCHEDULESi 

TABLE MV-I03 

BASED ON REPORTS OF STATE AUTHORITIES 
SHSET 5 OF 8 

W STATUS AS OF JPINbARY 1, 1982 

120 0 0  for each traiier inarlrmn o'F 3 

y va 'gh t  grouns. A 50-  
reflectarlzed p l a t e  fee 

nslided l n  t h e  fees shnxn. 
A 53.00 Inzpect io.  fee Is 
assessed I n  sdd i t lon  t o  the  

tho fscs sh~xn. A 53.00 

s welght of camhlnatl 

m 



SUMMARY O F  STATE MOTOR-VEHICLE REGISTRATION FEE SCHEDULES' 

TPlBLE MV-I03 

BASED ON REPORTS OF STATE AUTHORITIES 
SHEET 6 OF 8 

W STATUS AS OF JANUARY 1 ,  1982 

STATE 

- 

ind lana  

Iowa 

Kansar 

3. TRACTOR TRUCKS 

F E E  8ASIS 

I 1  i 

Gloss we igh t  o f  carabinet lon.  
A $1 00 S c r v l c ~  charge, p l u s  
25-cent  P u b l l c  Sa fe t y  f e e ,  rc- 
t a l n e d  by :he brancb o f f t c e s ,  
a r e  I ns l uded  I n  t h e  r e g l r t r a -  
t t o n  f e e  

Sro-s w e l g h t  o f  conb ins t lmn .  

Gross w e l g h t  o f  c o n b i n a t l o o  

APPRCXIMATE FEE BARGE 

( 2 1  

8125.25 f o r  20.OOD peundsor  less to 8760.25 
f o r  ove+.d,OOo pounds 

$45.00 for 3 t o n s  or l e s s  l ~ 3 5 . 0 0  a f t e r  t e n  
r e g i s t r a t i o n s )  t o  ~1 ,695 .00  f ~ r  dv t ons .  - 
$27 50 f o r  12,000 pounds ~i less t e  91.475.00 
fo r  85.500 pounds. lZ,OOO pounds or more --- 

Q e a l s t e r c d  v l t h  t r a c t o r  t r u c r ,  p l u s  $19 50 
f l a t  f e e .  

$10.00 pe r  a a m l t r a l l s r .  

510.00 pe r  s e m l t r a l l e r  

FEE BASIS 

- 
( 3 1  

F l a t  fee or g ross  w e i g h t  
o f  t r a c t o r  snd  traf1.r 
cornblned. 

~ 1 s t  fee, 

Gross w e i g h t  groups.  - 

6. SEMITRAILERS W 

APPRCXIWTE FSE RANGE 

( 4 1  

$30.25 p e r  s w l t r e i l e r  on an annual  b e s l *  
or 860.25 on a biannual bas i s .  

$10.00 pe r  r e n i t r a f l e r .  

$10.00 f o r  2.000 pounds or laas t o  $25.00 for 

-- 
475.00 

Lau l s l ana  

Ha I ne 

TYPICAL VEHICLE 

- 
751 00 

6 - o s s  w i g h t  e f  comb ine t l on  S7 00 per  1.000 pounds f r r  68,000 pounds or 
l a s s  t o  $8.00 pe r  1,000 pounds f o r  75.000 

- 
17 D O  pe r  1 ,000 poiirr is. M I ~ I ~ U .  $48 00 

oounds t o  $1.594.00 

TRACTOR 
TRUCK 
W 

1 5 1  

150.25 

675.00 

360.00 

280.00 

370 00 

20.50 

3 
TYPICAL VEHICLE 

A I 1  00 s e l v i ~ e  c h s r p e  I s  
I nc l uded  I ?  t h e  f ees  shown 

GPOSS w a l a h t  ~ e r  l o a d - c a r r y l n e  
a X ' B .  

G-09s we lgh t  of c o n b i n a t l o - .  

F r a l g h t - f l a t  r a t e .  
n o n f r e i g h t - g r o s s  v e l g h t  
I l n l t  

~ i a t  ree. 

Empty x e i g b t .  

495.50 

TR4CTOR 
TRUCK 
W 

( $ 1  

595.25 

1.510.00 

1,175.00 

20 50 

4- 
pmvnds p r e s s  w e i g h t  

Nevada 

New Hanrpshlre 

N e w  Jersey 

f l a t  f e e  
1.330 50 

~ e g i i t e r e d  x l t h  t r e c t o r  t r u c n  p l u s  52 75 
t a p  f e e  and Ox3 00 s l a t  f e e  12.75 608.50 

$7 5 0  per s e n l t r a i ' e r  

$2.00 t o  812 00 f l a ;  fee  p l a 3  g ross  w e l g F t  
f a *  o f  55 DO f o r  5,000 pourds o r  1cs r  to 
S543 75 fo r  42.000 F u n d s  D l r s  562 50 f o r  
each 2,000 pound+ over 42.000 pounds 

a e g ~ s t e ~ e d  w i t h  t r a r i o r  t r u c k  

S L  50 pe r  s e m l t r e l l e r .  

3-AXLE W 

SEMI- 
7RAILER 

161 

30.25 

10.00 

25.00 

10.00 

10.00 

771 50 
87.000 pounds 

$10 00 f o r  l e s s  t h a n  3.500 pounds pe r  l oad -  
c a r r y i n g  a x l e  t o  $280 00 f o r  36.000 pounds 
per  l o a d - c a r r y l n g  tandem axle. 

S20.00 f o r  6,000 pounds ~r l e a s  t o  $816.00 f o r  
B0,OOO paunds. 

pounds or l a s s  up t o  $35.00 f o r  10.000 pounda 

~ ~ ~ ~ . t ~ ~ ~ d  ~ 4 t h  tractnr truck. p l u s  ~ 3 0 . ~ 0  
F l a t  f e e  

$5.00 f o r  under  500 pounds t o  321.00 f o r  
over 1.500 pounds. 

I 

COMBI- 
NATION 

( 7 1  

180.50 

685.00 

385.00 

5-AXLE W 

SEMI- 
TRAILER 

( 9 )  

20.25 

10.00 

25.00 

service cha rge  I s  i rr- 
c l v d e d  i n  the f e e s  sho rn .  

F1.t fee. 

F l ~ t  fee. 

I zs0.00 

439 00 

F l a t  fee A 25-cent  
r e f l e c t o r i r e d  p l a t s  fee 
15 assessed when new 
p l a t e a  a r e  Issued.  A 5 
p e ' c a l t  s u r t a x  I S  I n -  
c l u d e d  i n  t h e  fee$ shown. 

~ a g  fee p l u s  f l a t  fee.  

F l a t  fee 

F l a t  fee p l u s  gr0.s 
w e g l t  I ~ I  

70 a d d + t l a * a l  fw 

Gross v a l g h t  o f  comb in at lo^ 145 00 f o r  9.000 pounds or l a s s  to S1.620.00 
and age A 25 c e n t  r e f l e c t o r  f o r  81,000 pounar  Fas reduced v l t h  age. 
l z e d  = l a t e  f e e  150 c e n t s  per  w l t h  mlnlmum fee f o r  each weight and age 
t r a c t o r  t r u c e )  i s  a s s o s e d  g r w p  I when new p l a t e s  are i s r u e d  A 
5 pe r cen t  s u r t a x  I s  i n c l u o a d  
i n  t n e  f e e s  shown. 

~ l s ~ l s s i p p i  l a g  f e e  p l i s  f ee  based on gross ~ 2 . 7 5  t a g  p l u s  07.20 for 6,000 pounds or l e s s  
we lgh t  of combinat fan.  t o  $643 00 f a r  73,280 poulds.  

G r o a i  n e l g b t  o f  c o n b l n ~ t f o o .  $20 50 f a r  6.000 pobnds or l e s s  t o  S1.5C3 00 
f o r  o v e r  78.000 peunds. 

I f o e  a d a > n l s t r a t i o n .  I ! 

I 
290.00 480.01 

1 

380.00 / 690.00 

COMBI- 
NATION 

110 )  

625.50 

1,520.00 

l ,200.00 

R e g l s t ~ r e d  w i t h  t r s c t o r  t r u c k  p l u s  $10 03 

30.00 / 310.00 i 504.00 

Montilna 

30.00 

21.00 Z l  00 

? ' a t  fee p l u s  g ross  we igh t  f e e  812.00 f l a t  f e e  p l u s  g ross  w a l g h t  fee o f  $7.50 1 f o p  6.000 pounds o r  1=.1 t o  S 5 l 3  75 f n i  42,000 
pounds p l u s  $62 50 f o r  each 2,001 paund. ~ v e r  
I I . 000  pounds 

pouqds ove r  78.000 po-"ds I 

Empty we igh t  A 54 00 i p e c l a l  OlZ 00 f o r  3.500 pou-da or l e s s  to 60 c e n t s  
f e e  3 %  ~ n c i u ~ a d  ~n t h e  f e e s  I pe r  cut or major f r a c t i o n  t h e r e o f  for 

10 00 

10.00 

534 00  

798 00 460 00 / 777.0C 

I 

pounds or l e s s  t o  81,653.00 
o f  conb lns t r on .  f o r  78,030 pounds p l i s  555.50 Far each 2.000 

Nebraska 

sh-kn 

Grass we igh t  or comSlr ra t lon 
plus a d d i l , o n a l  C i  00 per p l a t e  
r a f l e c t o r ~ z e d  p l a t e  f ee  each 
t i n e  p l a t e s  ere i s sued  

G r o s s  we igh t  of c o n o i l a t i o n .  A 
$2 50 l r s p e c t t o n  f e e  I s  assepoed 
i n  s d d l t i o r  t o  fees shewn 

, 95 30 f o r  1,000 pnunos r r  I C E E  t o  60 c e n t s  I 72.00 I 0 3 0 39.00 58 10 / 157 00 
per s w t  or ma.J.r faction t o e r e o f  f o r  &.COO 
*O"t,OS O ?  move I 
R e g i s t e r e d  w i t h  + r i r t o r  t r u c k  A d d ~ ~ l o n i l  
s e n l t r r l l e r .  $ 2 4  00 f l a t  fea r l d s  $1.30 re- 

y r - - - - f Z ' 3 6 0 0  522.0 ...; - 
f l e c t ~ r l z e d  p l a t e  =ee f o r  each p l a t e  iss~ed. 1 

i I 

LYO.00 

700 00 

Gross r e i e h t  of  comb lna t$on  014.50 f o r  3 t o n s  or l e s s  t o  S811.50 fo r  36 / F l a t  f e e  A 50 -cen t  
A 53-cent  charge f o r  t h e  Rac  I t o n s .  charge f o r  the Rec rea t l an  
r e a t ' o n  Road Fund 's l r c l u d s d  i 

I n  t h e  fees 54ar/l I l c l u d e s  
/ Road Fund I s  i n c l u d e d  i n  , t h e  -ees shorn.  I n c l u d e *  

81.00 Peta l red  b r  coun t y  f o r  
e d m l n i s t r a t i o n  

1 S1.00 r e t a l n a d  by county 1 

5537.50 S18.00 pe r  year.  A SZ 50 i e s p e o t l o n  f e e  
15 essessed i n  a d d i t i o n  t o  t h e  fees shawr 

1 5,000 po i nds  o- a v e r .  

For g ross  c o n b ~ n a i l o n  we igh t s  t o  73.280 k a  a d d l t ( o n a 1  f e e  for 
poundr. 74 c e n t s  pe r  cw t  P l us  f a r  g r o s s  
c o r b l n a t l o n  w e i g h t s  f rom 73.281 pounds t o  
80,008 peunds 31 32 p e ~  r w t  or part?0n 

I 
t h e r e o f  i n  excess af 73.280 pounds 

r50.00 for 5.000 po indo  o r  l e s s  to 5587.50 f o r  
80 000 pounds. A 82.50 t n s p e c t i c a  fee I s  
assesred i n  a d d i t i o n  t o  t h e  f e e s  shown. 

F l a t  f e e  A SZ 50 l n -  
s p e c t i o n  fee rs assessed 
f n  a d d i i < o n  t o  t h e  fees 
shown 

$347 50  e18.00 / 5365.50 t6:9 50 518 00 





U T h l s  sumlaary i s  based on t h e  f e e  sch-dulas I n  e f f e c t  Janua ry  1 1382 and covers v e h l c l e s  ~n p r l v ~ t c  
ope ra t i on .  P r o p s r t y  t a x e s  and t axes  l a v l a d  o n l y  a t  t h e  t i m e  of  f i r s t  r ; g l s t r a t l on  have been exciudmd. 

U T h l r  summary i n c l u d e s  t h e  p r o u l s l s n s  o f  laws enac ted  t h r o u g h  October  1981. 
31 To i l l u s t r a t e  t h e  p r a e t l c a l  f e e  range on s b a r f s  t h a t  I s  comparabla for a11 Stat*.. t h e  fezfDr r vary 

I l g h t  1973 2 door  sedan I s  g i v e n  a s  t h e  minimum end t h e  f e e  f o r  a heavy 1981 4-door  sedan 1s g i v c n  as t h e  m r i n u n .  
There 1s no l n t a n t l o n  to show thm a b s o l u t e  minimum and mrxlmum fee+ f o r  each S t a t e  I n  many S t a t e r  s p e c i a l  p l a t a s  
a t  e x t r a  c o s t  are a v a i l a b l e  f o r  t hese  d e s l r l n g  p a r a a n a l l z e d  p l a t e s ,  f o r  smatuer  r a d l o  a p e r a t e r a ,  f o i  d i s a b l e d  
ve te rans ,  f o r  members of  t h e  VFW, e t c .  

U A 1977 4-door l ed=?  of  3.284 pounds empty w e i g h t  war t a k e n  as t h e  "typical" passenger  c a r  
U   ha f e e  schedules af  sane s t a t e s  a p p i y  t o  c o n b i n a t ~ o n s  a s  r e 1 1  as  t o  s l n g i e - u n ~ t  t r u c k s   he n a x ~ a u n  f ee  

g i v e n  I n  t h t s  t a b l e  f a r  t hose  S ta tee  I s  t h e r e f o r e  much g r e a t e r  t h a n  i n  o t h e r s  I n  gene ra l .  2 - a x l e  s i n g l e  unit 
t r u c k s  a r e  seldom l ~ c a n r e d  fop more t han  26,000 pounds g ross  w e l g h t  l o r  i t s  e q u l v a l a n t  under  s s t a t a ' a  r s g t s t r a t i o n  
system>.  

W The reduced r a t e s  a l s ~  app l y  t o  n a t u r a l  r e B o u r c e s  v a h l c l e s .  
=,,A 1979 stake body t r u c k  ef 6.469 pounds empty w a l g h t  and 14,000 pounds g ross  w e i g h t  was taken as t h e  

"tvoicel . , n . l a - , , n l +  t r  ? C  

TABLE MV-103 

- -  - 
a/ rlce;se p l a t ~  fee of  $4 so I n  t h e  c l t y  and county of  H o n o l u l u  ( s 4  00 pe r  v e h i c l e 1  $3 50 I n  the  c o u n t ~ = ~  o f  

Hawal l  snd Kaual 157 00 per  v -h r c l e ) ,  and S2 00 i n  t h e  county  of Maul  I s 4  00 p e r  v e h l c l e l  i n c l u d e d  i n  t h e  f ees  
shown. A150 I nc l uded  a r e  a b e a u t l f l c a t l a n  f ee  d 50 r e n t s  rnd a p l a t e  s t i c k e r  fee of  25  cen ts .  A - t * c k e r  f e e  n f  50 
r e n t s  per  s t i c k e r  i s  assessed each succeeding year a t  renew*,  r hc  regl*Lrz%-in c a r t l f a c a t e  c o n t a f n e r  f ee  1% 8 3  
c e n t s  for t h e  c l t y  end coun t y  of H o n ~ l u l u ,  and 50 c e n t s  f a r  H a w a g , .  k a u a i  and M a u l  c o u n t i e s .  

5/ Registration fees  for c i t y  and coun t y  o f  Hano lu l u  
l Q 8  R e g i s t ~ n t l o n  f ees  f ~ r  Hawsl l ,  Maul .  and K a u a ~  r o v l t i e s ,  r e a p a c t l v e l y  
LLJ I n  a d d l i l o n  t o  r e g l s t r a t l o n  f ees .  t h e r e  i s  l a v i e o  a n i l e e g e  t a x  based o n  v p e r a t l o n  and weisht of  v e h i c l e  
1U A l t hough  t h e  Kansa- S t a t u t e s  Anno ta ted  s p e c i f y  L l i a t  a u t o m ~ b l l e s  a r e  r e g i s t e r e d  by "gross x e i s h t  groups:' f n  

p r a c t l c s  t h e  empty we lgh t  I s  used The f aas  shown a r e  based on t h e  gro.5 r e l g h t s  o f  t h e  a u t o m a b ~ l e s  
W I n  a d d l t ~ o n  t o  t h e  fees shown, t r u c k s  and t r a c t o r  t r u c k s  n t h  g r o s s  v e l s h t s  o v e r  26 000 pounds are assessed 

a "use f ee "  of 7  40 m i l l s  pe r  m i l e  f o r  2G1000 pounds M 26.09 m l l l s  p e r  m i l e  f o r  over 72 00o1pound5. 
L4/ I n  a d d l t l a n  to t h e  fee* shwn, t h e r e  1 s  a fee  o f  $4 00 pe r  t on ,  n l n l n v m  Si000,  assessed on a l l  t r u c k s  w l t h  

g r o s s  w e l g h t r  of 12.000 t o  2 4  000 pounds, excep t  f a rm  and c l t x  ueh8c les  
W I n  a d d i t l o n  t o  t h e  fees s h w n ,  t h e r e  i s  an o p t i o n 3 1  l o c a l  v e h f c l e  t a x  o f  $5 00 p a r  year 41s-  a l l  

Y a h % c l e l  hav i ng  3 or mere a x l e s  pay an a p p l i c a t i o n  f e e  o f  52 00 f o r  a permanent  h ighway use p e r m i t  p l u s  a m i l e a g e  
tar o f  f r om  l l 2 - c e n t  pe r  m i l e  f o r  s i n g l e - u n i t  t r u c k s  h a v ~ n g  3  ax l es ,  t o  2  112-cents per m i l e  f o r  t r u c k  f u l l  t r a l i s r  

BASED ON REPORTS 

STATE 

Vermont 

V l r g l n i a  

Washington 

West V i r g l n l a  

Wisconsin 

U y ~ m l n g  

comb lna t i ans  h a v i n g  4  or more ax1.s. Semitrailers and f u l l  t r= i l . rs  h a v i n g  sn un laden  w e i g h t  of 1 ~ - 4  t h a n  3.000 
pound$ are n o t  9 u b j e c t  t o  a x l e - m l l e  t ax .  

l 6 i  Trucks  and c m b i n a t l o n z  0"-r 6,000 pounds camblncd wight. e x c e p t  f a r m  v e h i c l l s .  arm r e q u i r e d  to pay a 
n l l e a g s  t a x  A11 v e h l c l e s  under  I6',000 pounds conb lned  m i g h t  may e l e c t  t o  pay a f l a t  fee based on t h e  combined 
u e l g h t  o f  t h e  v e h i c l e  I n  l l a u  of  t h e  m i l e a g e  t a x .  

1U Moto r  v a h l c l a s  used exclusively upon thm f a r m  or upon h l p h r a y s  connecting farms are exempt f r om  
r e g i a t r a t l o n .  A b i o n n t a l  c e r t f i l c a t e  o f  c x e m p t l ~ n  I s  r e q u i r e d  o f  such vehlc1.r f o r  a f s c  o f  f12.00. 

W I n  a d d l t l o o  t o  t h e  fees rhovn,  $3 00 i s  sssessed f o r  c a r t i f i c s t a  o f  t l t l c  and S l  00 w o t s g e  I s  r s q u l r e d  f o r  
l i c e n s e s  delivered by m a i l  

19/ I n  a d d i t i o n  t o  t h e  f e e s  shown, t h e r e  are Tees of  S l5 .00 f o r  penel or p l c k v p  w i t h  g ross  v e l g h t  e f  4,000 
pounds or l e s s ,  and 520 00  f o r  pane l  or p i c k u p  w l t h  gross w e i g h t  o f  4.001 pounds t o  6  500 pound.. V e h l c l e s  may be 
r a g ~ s r e r e d  q u a r t e r l y  a* 114 t h e  y e a r l y  rate p l u s  $5.00 for each qua r tmr  t h e  v e h i c l e  I; r e g i s t e r e d  and 11csnsed 

W I n  a d d l t l o n  t o  t h e  w e l g h t  fee. a l l  p r o p e r t * - c a r r y i n g  v c h l c l e s  a r e  r e q u l r e d  t n  pay a campsnratory  f e e  of 
$6.00 pe r  ye= r  f o r  gasol ine-powered u e h i c l e s  o f  4.nOO oovnds or l e s s  or 2 .5  cen t s  Per m l l e  f o r  i ,rhfclcs under  
16 000 pounds un l aden  w e i g h t  to 1.5 r i l l s  p e r  ton m i l a  f o r  over 16.600 rounds p l u s  t h e  gasoline tee. 
*o&asol  ine-powered v e h l c l e s ' p a y  $12.00 pa r  year for  4.000 pounds or l e ss ,  or 2 .5  cents per ma le  far v e h ~ c i a s  
unde r  16.000 pounds un laden  we igh t ,  t o  1  5 m i l l s  p e r  ton-.l ie over 16 000 pavnds p l u s  a 1  1  mills p-r t o n - m i l e  f u e l  
f e e  The t c t  m i l e  f ees  are  based o n  t h e  un l aden  ue3gh t  o f  t h e  vehlc l ;  or  r o m b i n a t l o n ,  o r  10 p e r c e n t  o f  t h e  maximum 
gras.; we lgh r ,  nl i lcr$ever  I s  h l g h e r  

ZY I n  some s t a t e s  f u l l  t r a l l s r a  a r e  t a x e d  on t h e  same b a s t 5  r ~ m l t r a l l ~ r ~ .  b ~ t  ( n  mab.,. .-,arste schadu las  
a r e  used The s e p a r a t e  schedu les  f o r  f u l l  t r a l l e r s  are not l n c l v d e d  I n  t h l s  t a b l e .  

W A 1980 sa3o l l ne -powe red  t r a c t o r  t r u c k  of 9,674 pounds empty waqght  and a s e m i t r a i l e r  sf 6.797 pounds empty 
w e l g h t .  r e g i s t e r e d  fo r  40,000 pounds gross comb8nat foo x e l g h t ,  i n  p r l v s t c  o p e r a t t o n ,  w e r e  taken as t h e  ' t yp i ca l * .  
v e h l c l e a .  

Z 3  A 1980 d>ese l - powe red  t r a c t o r  t r u c k  of 15.752 pounds empty w e l g h t  and a s a m i t r a ( 1 s r  of L1.310 pounds empty 
ws l sh t .  r e g i s t e r e d  f o r  72.000 pounds gross comb lna t i oo  we igh t ,  I n  p r l v a t e  o p e r a t i o n ,  were r eken  as t h e  "typical.' 
v e h i c l e s .  

W whs re  t h e  t r a c t o r  t r u c k  and s e m i t r a i l e r  are r e g i s t e r e d  as a u n l t .  t h e  f e e  f o r  t h e  combination i s  g l v s n  I n  
t h o  " t r a c t o r  t r u c k '  column. 

25, 1n a d d i t i o n  to t h e  fees shown, d i ese l - powe red  v e h 7 c l e s  pay an a d d l t l o n a l  g r v s s x e l g h t  fee i n  l l e u  of  a d l e r e l  
= -, ,"=, ,==. 

26l V e h l c l e s  nay be r a g l s t e r e d  q u a r t e r l y  s t  1 /4  t h e  y e a r l y  r a t s  p l u s  55.00 f o r  each q u a r t e r  t h e  v e h i c l ~  i r  
r e g i s t e r e d  and l i c e n s e d .  

OF STATE AUTHORITIES 

3 .  TWACTOR TRUCKS 

FEE BASIS 

( 1  I 

6 m s s  r e l g h t  of comblnat lon.  

F l a t  f e e  p l u s  f e e  basad on 
g ross  we lgh t  o f  c m b f n a t l o n .  

f l a t  f ee  IS l 9 . 001  p l u s  f e e s  
based on g ross  weight ,  a S1.00 
coun t y  f i l l n g  fee, rind a v s r i -  
=bid s p e c l a l  highway s t u d i e s  
fee ( 25 - cen t s  t o  S2 001 bascd 
on g r o s s  weight ara I n c l u d e d  I n  
t h e  f ees  shovn. A 50 -cen t s  
r e f l c c t o r l r e d  P l a t e  f e e  191.00 
pe r  t r u c k 1  IS  a45essad when 
p l a t e s  a r e  issued.  T r a c t ~ r  
t r u c k s  powered by n a t u r a l  ges 
or t l q u l f l e d  petno leum gas  e r e  
a4sessed an s d d i t l o n a l  f e e  p l u s  
a h a n d l i n g  fee.  

Gross w e i g h t  of c o n b i n a t l o n .  

Gross weight of comb ina t l oo  

Empty x s l g h t  groups.  W 

APPROXIMATE FEE RANGE 

( 2 1  

S36.00 f o r  6,000 pounds or l e s s  ta 514.70 p e r  
1,000 pounds f o r  ovmr60.000 pounds. Nongas- 
o l l n e  t r s c t o r  t r u c k s  pay 75 p e r c e n t  a d d l t i m n a l  
fer. 

15 00 f l a t  f e e  p l u s  $1.30 pe r  1  000 pounds f o r  
10.001 pounds t o  s9.00 p s r  1.006 pounds f o r  
76,000 pounds, p l u s  r d d l t i o n a l  f e e  o f  55.00 
f o r  sver 6.500 pounds. Minimum faa  o f  S22.00 
f o r  v e h i c l a s  w l t h  g ross  v e l g h t  o f  6,501 pounds 
t o  lO.000 pounds. W 

510.40 p l u s  36.25 f o r  l a s s  t h a n  1.000 pounds 
t o  S256.00 f o r  n o t  mere t h a n  40,000 pounds. 
O lese l .  e l e c t r l s .  steam. and n a t u r a l  9.3 t r a c -  
t o r  t r u c k s :  120.00 p l u s  58.00 f o r  l e s s  t h a n  
4.000 pounds and 8288.90 f o r  n o t  nore t h a n  
40.000 pounds. A d d l t l o n a l  fee f o r  n a t u r a l  gas 
0r l l q u f f l e d  pe t r o l eum par powered t r u c k s .  I n  
a d d l t l o n .  a g a r o l l n e  powered t r a c t o r - t r a l l c r  
comb ina t i on  may c a r r y  up t o  80.000 pounds 
f o r  a f.. o f  1924.00 0 t h . ~  powered t r a c -  
t o r - t r a i l e r  c ~ n b l n a t i ~ n  f e e  I s  $1.001.95. 

325.00 f e r  4,000 pounds or l a39  t o  $78.50 for  
L6.001 pounds p l u s  SIO 00 per  1.000 pounds 
o v e r  16,000 pounds l e s s  517.50 f ee  f o r  semi- 
t r a i l e r  i f  r e g i s t e r e d  w i t h  power u n i t  w l t h  
g ross  w e l g h t  o f  comb lna t l on  over 16,000. 

598 00 f o r  4.500 pounds or l e s s  t o  S1,700.00 
f o r  80.000 povnds. 

$2.00 f o r  1,000 pounds or l e s e  t o  $60.00 f o r  
ove r  6,001 pounds. 

4. SEWITRAILERS W 

FEE BASIS 

( 3 1  

F l s t  f ee .  

F l a t  f ee .  

F l a t  fa. CS19.00) p l u s  
f e e s  based on grvss 
we lgh t ,  a $1.00 coun t y  
f l l f n g  f ee ,  end a s p e c i a l  
h ighway s t u d i e s  f e e  or 
$1.00 f o r  s.m1trallers 
over 20.000 pounds a r e  
I n c l u d e d  I n  t h e  f ees  
shown A  50-cents  re- 
f l c c t o r l z e d  p l a t e  f e e  
I s  assessed when new 
p l a t e s  are  I s sued .  

F l a t  fee. 

F l a t  fa*. 

Empty w s l a h t  graups.  W 

APPROXlMATE FEE UN6E  

1 4 1  

R e g l s t e r e d  w l t h  t r a c t o r  t r u c k ,  p l u s  516 90 
f l a t  f ee .  

R e g l s t e r e d  w i t h  t r a c t o r  t r u c k .  p l u s  $17.00 
f l a t  fw for. 4.000 pounds o r  less.  and 
$22.00 f o r  4,000 pounds. 

520.00 f l a t  f ee  or a t  owner's opt ton,  $20.00 
p l u s  112.25 f o r  l e s s  t h a n  6.000 peunds to 
s700.00 f o r  40.000 pound.. 

R e g i s t e r e d  w l t h  t r a c t o r  t r u c k  f o r  517.50 
f l a t  f e e .  

R c g l s t c r c d  w l t h  t r a c t o r  t r u c k .  p l u s  S5.00 
f l a t  f ee .  

Sene schedu le  as f o r  t r a c t o r  t r u c k s .  

TVPICAL VEHICLE 

TRACTOR 
TRUCK 
W 

I 5 1  

500.00 

190.00 

121.00 

291.00 

623.00 

60 00 
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TYPICAL 5-AXLE VEHICLE 

TRACTOR 
TRUCK 
ZV 

( 8 1  

l.BJZ.20 

658.00 

320.10 

611.00 

1,171.00 

60.00 

3-AXLE ZU 

SEMI- 
TRAILER 

161  

16.90 

22.00 

208.00 

17.50 

5.00 

60.00 

COM8I- 
NATION 

( 7 1  

516.90 

212.00 

329.00 

308.50 

628 00 

120.00 

SEMI- 
TRAILER 

( 9 1  

16.90 

22.00 

220.50 

17.50 

5.00 

60.00 

COHBI- 
NATION 

I 1 0 1  

1.869.10 

680.00 

540.60 

628.50 

1.176.00 

120.00 



APPENDIX D 

PROVISIONS GOVERNING THE ALLOCATION FOR HIGHWAY PURPOSES OF CERTAIN STATE TAXES. FEES. AND APPROPRIATIONS 

(OTHER THAN HIGHWAY-USER REVENUES) 

TABLE 9-106 
SHEET 1 OF 4 

STATUS AS OF JAIUARV 1, 1982 

REIURKS 

Co l lec ted  by Conn l t t l on  of Revenue and re tu rned  to county of o r i g l n  
Iexcep t  on t l n b e r  t o  S ta t -  F o r ~ s t r y  Department. and tmx c r e d i t s  al lowed 
p e t r ~ l e u .  producers f e r  approved s a l t  wr te r  d l t p o s i l l l .  

Cener.1 Fund t o  receive amounts as fo l l ous '  FV 1982. S127 m l l l l r m i  FY 
1983 S141 n l l l l o n  FV 1984 5106 m1111on~ FV 1985, S71 n l l l l o n ;  FV 
1986: 135 n l  I 1  lon,+.nd n k h i n g  a f t e r  FV 1986, R-lndet. d l s t r l b u t e d  112 
t o  S t a t e  Highway Assount. V 2  t o  p u b l l c  t rmnspor ta t lon  and d h a r  
. c t l r l t l e s .  

c o l l e c t e d  by Department of Revenu. and epp.rrtloned t o  ceun t l ss  I n  
proportion t o  t h e  d l r t a n s e  t r a v e l e d  across each county as compared to 
t h e  t o t a l  d la tancs  a f  t h c  rou te  w l t h l n  th *  State.  Thlo t a r  I s  a l s o  
l c v l e d  on not- fer-hlra-C veh ls les  (c lass  1 6  D> and 1% c o l l e c t e d  by 
county c l - r k r  and d t s t r f ~ t e d  l n  t h e  sane man"-r as ad valor.. t a x  
pnxeeds. l n o t  r e q u ~ r e d  t o  be used f e r  hlghxay P U ~ P D S ~ . _ I  ~ 1 1 0 ~ a t l o n s  
t o  c l t l e s  and t o m s  on sane basta as ad valorem tax  p r a e a d s  IT county 
dees make d l s t r l b u t l o n .  

Thc percent of net  revenue 1s 7 percent each y w r  u n t l l  J u l y  i, 1986. 
~ m u n t  pa ld  t o  ~ l g h r a y  Users  ax ~ v n d  cannot exceed revenue der i ved  f r a  
motor veh ic le  sales. 

1dantlfl.d as "second noto r  Fuel Tax*. 

col lmct=d by Department of T.xatlrm. 

~ 1 l o c r t l c . n  F P ~ F C ~ T Y C  FY  I ~ B Z  through FV 1984. 

~ u n d s  t rans fe r red  f r n n  General Fund monthly. 

c o l l r c t c d  by County T r u s u r e r s .  

c o t l o c t e d  by t h e  o a p a r t ~ n t  of ~cvenue.  ease r e n t a l s  a re  used t o  pay 
I n t e r e s t  and p r l n e l p a l  an Resource Recevery Road Revenue Bends. 
Budgstsd 1981-82 S61.756.195. 

Co l l sc tcd  by t h e  nepartaent of Revenue. D l s t r l b u t l a n  and g ran t  programs 
sdn ln ls te red  by Department o f  ~ l n a n c a  and Depactment of Local 
Government. 

D l s t r l b u t f o n  based on r a t l o  of revernnce tax  c o l l e c t e d  I n  a county t o  
t o t a l  c o l l e c t e d  s ta tev lda .  

O l s t r l b u t e d  on bas ls  o f  per capltai lncowa l l nvarse) ,  ton-ml les mf resource 
roads, and populat i*"  equa l l y  xelghred. 

O ~ ~ t ~ + b u t l o n  an basis of 30 percent per c s p l t a  tnaose ( Invs rsaJ .  do 
percent tan-mllaa. and 30 percent seogrsphlc area.  

A m  they are Collected and Distributed 1982." I L 1 

OBJECTS OF EXPENDITURE 

Construct lon.  malntenancs, and = d n l n l = t r s t l o n  of 
county roads. 

see Table UF-106 fo r  au thor l r sd  d l = t r l b u t l o n  and 
e ~ p e n d t t u r c s .  

Construct ton,  malnt.nsnoe and s d m l n l r t r a t l o n  or th -  
county h1ghe.y syst-m. 

stat. h1ghw.y purposes 

County  hlghvays 

I lun lc lpz~ l  s t r e e t s  

Op.r=tlng cxpensrs o f  t h e  agency. 

Ualntenanca of D.C. hlshwws, lnc lud lng  snow r.aor.1. 

5- expenditure. nf-106 for outhor lzad d l s t r l b u t i o n  and 

FOP erpandltur.. see d l s t r l b u t l o n  on MF-106 

sane as above. 

Construct  and malntnln =ate highways. 

see Tabla MF-106 f o r  a u t h ~ r l r a d  d l = t r l b u t l a n  and 
e r p e n d l t u r .  

Fo? county general purposas. 

s e  Table HF-106 for  suthor lzed d l s t r l b u t l o n  and 
=rpcndl ture.  

Peynant of lease r e n t a l s  t o  Kentucky Turnplke 
l u t h a r l t y  f o r  R-raurce ~ e c o v e r y  Roads. 

For expeodl tvres as fo l lows: 

30 percent expended on coa l  haul road system; 70 
percent e n  apec l f l ed  .xpendl+ures. l no lud?ng  roads 
and s t ree ts .  

Sme as  above. 

~ u b l l c  t r n n ~ p ~ r t a t l o n .  l nc lud lng  mass transit, s t r e e t s  
and roads. 

AMOUNT OR PROPORTIOll 

12.5 percent o f  97 pcrcmnt o f  gros r  rasc lp ta .  

See remarks. 

A1 1 

7 percmnt o f  net *ales t a x  revenue t o  k 
dtstr1but.d as f o l l m s :  

60 persent 

22 p=lEemt 

18 percant 

Amount Requlrsd 

Renal nder 

A11 

A1 1 

A l l  

3 percent o~ n c t  sales t a x  reucnua. 

2 . 5  pcrcent of ne t  .alas tar  reuenu.. 

25 cen ts  of each t a r  pry-nt. 

Rernalndar 

Amount r c w l  red 

A T  I 

60 psrcent 

30 percent 

10 percant 

Taxes and Fees, 

NAME OF FUN0 OR AGENCY 

County Hlghuay Fund 

State Hlehvay Ascount 

county Fvnd 

Hlghvay Users Tax Fund 

S ta te  Hlghx=y Fund 

COUOtleS 

Hun lc Ipa l I t l es  

~ o t o r  Veh l t l e  P.rklnp 
Agency 

Hlahvay Fund 

S ta te  General Fund 

Stat. Hlghnay Fund 

State nlghray Fund 

Read Fund 

Motor Fuel Tax Fund 

county 6en.r.l F U " ~  

Road Uaa Tzx Fund 

State Rmd Fund 

~ o c a l  Government 
~coocmlc Ass~stance 
Fund 

Each coal-prmduclng 
county 

~ a c h  c w l - p ~ o d u c l n g  
county 

10"-coal produclna 
l m p a ~ t  count les 

Adminiscracim, "Bighway 

a 
Q) 

STATE AID SWRCE OF FUNDS 

Arkansas 
Severance t a r  on 

na tu ra l  resources 

C a l l t o r n l a  
Sales and Use Tax 
on Motor Fuel 

C o l o r ~ d o  
SpeclTlc a n e r s h l p  
tax  on motor 
veh l r les :  

Class A - Fer 
H l r o  Vehlsles 

Sales and Ore Tax 
on Motor Vshic les 
and Related I t m a  

O l s t r l c t  o f  Columbia 
Parklng meter fe.3 

- 
ceorpt. 

3 parcent sales tax  
an motor f u e l  

Haw. I i 
D l a r ~ l  and LPG - 

1 cmnt per ga l lon  

Sales Tax on 
Motor Fuel 

I l l l n ~ l S  
1 Parcant Sales 
Tax on Hotor 
Fuel 

1 a r s  
3 Percent Sales 
Tax on Nar and 
Used *ator 
Vehlale* 

K e n t ~ c k ~  
Coal sauerancm 

tax 

W2 o f  severance and 
proc.rtlng taxes 
an coal  i n  excess 
of 4177.6 m1111on 

c o n t ' d  

Source: Federal Highway 
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TABLE 5-106 

STATE AMD SOURCE OF FUNDS 

1 / 2  o f  ..v.ranse 
tax  on sa le  
of mlnerals. 
exc lus ive  ef coal 

L o u i s l s " ~  
n4n.r.1 Teases on 

Stat- owned landa 

Lubrication o i l  tax. 
5 cents per ga l lon  

SHEET 2 OF 4 

WME OF FUND OR AGENCY 

Local Government 
Economfc Assistance 
Fund 

Each mineral-producing 
county 

Par ish Road Fund 

Department o f  Rerenu. 

General Fund 

Maryland 
corporate 

t n w m  Tax 

Hassachusetts 
C l g a ~ e t t e  Tax 

Mlssisaippl  
General sale. t.x 

Motor Fuel 
Sales Tax 

( 5  percent1 

notor ~ " ~ 1  sales 
Tax on Motor 
Car r ie rs  

Lubr i ca t ion  011 t a r ,  
8 cents per ga l lon  

Other o l l  t a x  

Tobaccv Tnx 

A*OUIIT OR PROPORTION 

A1 1 

100 pmrcent 

10 percent o f  roya1tl.s 

Amount requ l red  

Remalndsr 

Maryland Departnent of 
T raospor t r t l en  

Tran%portat lon T rus t  
fund: 
Gasalin. and Motor 
V th ic le  Revenue 
Account 

Trm~spmrt=t lon Revenue 
Sharlng Account 

General Fund 

s t a t e  H1ghw.y Fund 

D iv ls ion  of State-Ald 
Rosd Construction 

Sta te  Highway Department 

State-Ald Road Fund 

State Tax Commiss!mn 

S ta te  Tax Comnlsslon 

Dlvs3ian o f  State-Ald 
Road Construcr,on 

S ta te  Highway Department 
Fund 

County Road Fund 

State Highway Fund 

OBJECTS OF EXPENDITURE 

For exp.ndftu?~s as fo l l ows :  

30 percent axpendad on coal  haul  road rys tsmj  70 
p w c c n t  on s p e s i f i s d  axpsndi tures f o r  conmunlty 
Improvsment, fncludlng pub l l c  t ranspor ta t lon .  and 
read* and street,. 

C o n r t r u c t i ~ n  of roads and op=rs t ion  and nl lntenance of 
automobile f e r r l e s .  

Coll.ctIons and administration expanses. 

5.- MF-106 f o r  n ~ t .  on apprepr l s t ions .  

3/l of I parcent t a x  19/28 o f  t a x  revenue) 

R.nainlng 6 U4 percent t a x  (2$/28 o f  tex  
revenue) 

16 percent distributed as fo l lows: 

65 parcant t o  Oepartnant of T r a n s ~ r t a t l o n  

17 U 2  port-nt t o  C ~ u n t l - t  and M u n l c l p a l l t l r s  

17 112 percmnt t o  E a l t l n r ~ r t  C l t y  

32 percant-  

Rema l ndar 

2 V Z  mI1= Per c l g a r e t t *  07 t h e  e x c l r t  inposed by 
Sectton 6 of Ch=.pt.r 64C o f  the  General Ls rs  

6.36 parcsnt p lus  amount cqu lva lan t  t o  V Z  cent 
ot motor fue l  tax  r=cc lp ts .  

78 percant no t  t o  exceed s42,000,000 a yrer. 

One-Thl rd 

Two Thlrds 

Amount required 

Remainder 

) A l l  

7 

15 percent 

STATUS AS OF JANUARY 1. 1982 

RENARKS 

Co l lec ted  by t h e  Uepartn-mt o+ Rtuenue. Administered by Department o f  
Ftnanse end Oepartnent of Local  Government. 

D i s t r l b ~ t l o n  baaed 00 t a x  c o l l e c t e d  on mlnerals severed I n  each county. 

%- 

LO percent o f  th. funds d l s t r l b u t e d  t o  t h e  c ~ u n t l s s  from t h e  coa l  and 
mlneral  taxes above v l l l  b* a l l o t t e d  t o  tha  Incorporated places I n  thoaa 
coun t i s r  on t h e  b a l l s  o f  populat lon.  

c o l l e c t e d  by Reglster o f  s t a t e  Land Off lce.  Credl ted t o  psvlsh where 
p r d u c t f o n  mccur.d and sub jec t  t o  expendl tura by the  S ta te  
t rmnspor ta t lon  department. 

Not t o  exceed s50.000 annual ly.  

A f te r  debt re rv lse ,  r=nalnder Is used for payment of 
t h e  State 's o f  t ranspor ta t ion  costs.  

State 's shere o f  t ranspor ta t ion  costs. 

Crrunty cons t ruc t ion  and mint-nance of transport.tlon 
f . c l l l t l e+ .  

C i t y  con3trul;tlon and rulntmanc. of transportation 
f.cl1Itla.. 

State 's share I= used Tor t h e  c a t  of hlghuays. por ts .  
airports, and t r a n s i t  f a c l l l t i . ~  or conb ln r t lons  
t h - r e .  Cauntle. and Bi l t lmor.  C l t y  =harm i s  usad 
fop l o c a l  construction and maintansnc. a f  
t ransp6rC.t Ion f a c l l l t i e s .  

G.n.r.1 purpose,. 

Canatrvctton and maintenance of Sta te  hlphvay system. 

Construction and recans t ruc t lon  of S ta te -a id  road 
system. 

C o n r t r u c t l ~ n  and r ~ c o n t t r u c t l a n  of S ta te  highways. 

Construction o f  State-atd roads. 

Enforcement of s t a t e  welght lax$. 

C o l l e c t i o n  and admln ls t rz t ion  expenses. refunds. 

Constroct ion and recons t ruc t Ian  o f  S ta te -a ld  road 
system. 

For expendi ture,  see d i s t r i b u t i ~ n  on t a b l e  NF-I06 

Construst ion o f  s t a t e  htghnay system. 

To ta l  corparatm income tax  7 percent.  

Equals 1 peresnt e f  the  7 perecnt t a x .  

Equals Z Percent of t h e  7 percent t a r .  Apportioned 75 p-rcent ta S t a t e  
DOT and 25 percent t o  counttas and c i t y  of B a l t l m r e ,  based on 
populat lon.  Thls account a130 recc iucs  1 parcant of t h e  5 pe rcan t  motor 
veh ic le  t l t t l n g  tax.  
*To ~ncreasc t o  do per=-nt by Ju ly  1. 1985. 

Equals 3 l l d  parcent of t h e  7 percent tax .  

C o l l ~ c t e d  by Dmpartmnt of Revenue and cr.dlt& t o  S ta te  Highway Fund. 

Amount "equlvals i i t  t o  1 1 2  cen t  o f  m o t o r  f u s l  tax  receipts" I s  der l vcd  
e n t i r e l y  from sales tax  proceeds 

A l loca ted  t o  e=ch county on t h e  f r r l l -wlng b - t l s :  SS33 33 aon th ly  t o  each 
county and remainder s p  a s t a t u t o r y  percentage basls.  T i t l b  40, chapter 
3. Scc t lon  10127 o f  t h e  M i=s isa lpp l  Cads. 

Tax aqua1 t o  5 percent of average no to r  f u r l  p r l c e  on I n t r a s t a t a  mlleage 
f o r  l o t a r s t s t e  no ta r  r i l r r1e rs .  

Sane as above f o r  sales tax  revenues 

Col lec ted  by S ta te  T a x  Canml$slon. 

Co l lec ted  by State Tax Commlrrlon. Amount t ransferred annual ly t o  t h e  
State hlghnay department not t o  exceed S5,000.000. 
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STATE AND SOURCE OF FUlDS I RAWE OF FUND OR AGENCY 

1 cmunty Ald Road Trust  
Fund 

112 of  3 percent 
sale. t a x  on 
m o t ~ r  vehlc les 
and tral1.r~ 

Nebraska 
State Exclrm 
Tax an 
Hotor Vehlclas Hlghway A I loca t lon  Fund 

s t a t e  Road Fund 

notor Fu-1 Tax Fund 

Cenl i r l l  R.v.nue Fund 

s t a t e  Road fund 

S ta te  T ~ a n s p ~ r t m t l o n  
Fund 

S ta te  EXCIS= 
Tax on Motor 
Fuel Dspa?tnant o f  Roads 

(Hlghway Cash Fundl 

North D=Lott 
2 p.cc.nt .xclse 
<r.l.rl f.x on 
s p e c l r l  f u e l =  nlghway Tax D t ~ t r i b u t l o  1 1"". 

I 

New Max lca 
savarmce  t r x  0" 

natu ra l  r-sourcar 

~1ghr.y Tax O l r t r f b u t l o  
Fund 

S ta te  Road Fund 

k"or.ncc 
t a x  on gar and 
o l  1 Twoshlp Rcad Fund 

south Dakota 
Game and F ish  

Llcanrmi Sp-cia1 Hlghvsy Fund 
I T o w n s h l ~ l  

Oklahmm. 
sausranc. t a x  on 

natu ra l  resources 

3 percent sales tax  
on purchase price 
of  motor v=h+clas I Stat-  Hlghvay Fund 

County Highway 
Cons t ru r t lon  and 
~a ln t -nsnce  Fund 

3 percent sales ts* 
on purchrrre 

p r l c *  of  mobbile 
homes noto r  veh lc le  Fund 

county Hlghway Fund 

The Resldu- 

AMOUNT OR PROPORTION 

A 1  1 

Amount Ilequ1r.d 

Remr I nder 

7 4  percent 

1 perc*nt 

OBJECTS OF EXPENDITURE 

C ~ n s t r u ~ t l o n .  t e ~ ~ n s t r ~ ~ t l o n  and nalntmnrnc. o f  S ta te  
hlghway system. 

112 t h e  cos t  e f  refunds. 

MF-106 for authortzed exp.ndlturea. 

TO be usmd i n  a manner as provfded by law. 

See MF-106 f o r  au ther l r sd  expenditures. 

10 p r c e n t  

Amount Rmqvircd ~ o b t  se rv lcs  o f  rtveranse tax  bonds l rsued fo r  
hlghway9. 

See UF-106 f o r  author lz-d .xp=ndltures. 

111 receipt, 

A1 1 . 

S-F MF-106 f o r  a d t h o r l = d  dlsburscmentr. 

C o n ~ t r u c t i ~ n  r n d  nalntcnenca o f  s t a t e  hlghrays end 
pub l t c  t ranspor ta t ion .  

lin amount whlch, when added t o  the  amount 
d l a t r l b u t - d  t o  townshfps fron the  an* cmnt 
nonrefundad motor f u e l  tax  rec.lptr. v l l l  
r ~ s u l t  i n  s t o t a l  d l r t r t b u t l ~ n  t o  townships of 
18 m i l l l o n  f o r  t h e  1981 83 blennlum. 

Renalndcr 

A1 1 

10 percent 

See Table RF-106 f o r  author l rmd d l s t r l b ~ t t 0 0 .  

c o n s t r u c t ~ o n  and matntananc. o f  tmmsh lp  roads. 

Ssc Table HF-106 f o r  author ized d l s t r l b u t l o n .  

construction and n t ln tcnanse  of county roads. 

Conr t ruc t loo  and maintenance af townrhlp highways. 

Con.tructlon and nalntenance o f  S ta te  h tghrwa.  

TMLE 5-106 
SHEET 3 OF 1 

STATUS AS OF JANUARY 1. 1982 

I 

15 percent 

85 psrc-nt 

Tr lnafar by Comptrol ler  t o  S ta te  Road Fund fron S t a t e  Hlghwsy Department 
Fund. 1 

See W-106 f o r  d l s t r l b u t i o n .  

~ o n = t r u c t ~ o n  and nalnt-nance oT county ro rd r .  

I n l t l a l  d.poslta made I n t o  t h t a  fund by t h e  Dap.rtnent of Revenue. 

Transfer i n i t l a t m d  by th. D-partnent 4f Revenue. 

Expended under d l r e c t f o n  and superv l r lon  of t h e  Hlghway and Trsnrport.tten 
Comnlssl~n. 

!Sans d i s t r l b u t l o n  formula as motor fuel . )  

(same d l s t r r b u t l o o  fermula as motor f u r 1 . l  I 

co l lec t -d  by S ta te  Tax C~mmlfs ioner.  

Tax 11 2 pepcent o f  t h r  average p r i c e  pa ld  by t h e  S ta te  o f  Hebra~ka .  
sxcludlng a$ty S t r t a  and Fder.1 taxes. For t h e  purchase o f  motor fu.1.. 
~ h m  average p ? l t a  Is r a c m p u t d  quar te r l y .  

Bonds author lz-d as fo l lows: 
Sa n l l l f e n  fo r  encrgy dsvelopment hlghvays; 
ea n1111on f o r  natchlng federa l  fund. on p r l n a r y  connsctar; 
SB n l l l l o n  f e r  br ldge  replacement: 
e2 n l l l l a n  f o r  school bus router. 
Severance t a r  r a t l a  indexed t a  CPI. 

Co l lec ted  by 61s Tar Ofvl.lon. ( Tax a p p l t r s  t o  r e t a l l  r l l a s  of 
.g r l su l tu ra l .  n l l r o a d .  I n d u r t r l a l ,  and haa t lnq  fu.1.l 

Co l lec ted  by S ta te  Tax C o m l s ~ l o n .  The t o t a l  a ~ o u n t  d l s t r l b u t o d  fa r  
hlghway putpos-s dur lng  t h e  1381-83 blannlun I s  l l n l t c d  t o  532 m l l l l o n  
w l t h  any revenue amera tad  0v.r t h l s  amount credl tmd t o  S ta te  Gencr.1 
Fund. 

c o l l e c t e d  by S ta te  Tar CommIsSion. Prmcacds d l r t r l b u t c d  t o  county o f  
o r ~ g i n .  I 

Distributed t o  county of a r l s l n .  

Co l lec ted  by county t reasura rb  a t  t l m ~  ot r e g l s t r * t l o n .  

Pe ta ln td  by county I n  whlch co l lec ted .  
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INTRODUCTION 

The decade  o f  t h e  1 9 7 0 ' s  w i t n e s s e d  a  m a r k e d  d e c l i n e  i n  t h e  
f o r t u n e s  o f  S t a t e  h i g h w a y  f i n a n c e s .  From a p o s i t i o n  o f  s t r e n g t h s  
i f  n o t  a f f l u e n c e ,  o f  t h e  e a r l y  1 9 7 0 1 s ,  t h e  f i s c a l  c o n d i t i o n  
d e t e r i o r a t e d  t o  a  n e a r  c r i s i s . .  As t h e  decade  ended,  t h e  f i n a n c e  
o u t l o o k  began  t o  i m p r o v e ,  a n d  t h e  1 9 8 0 ' s  may s e e  t h e  f i n a n c i a l  
c o n d i t i o n  o f  S t a t e  h i g h w a y  p r o g r a m s  o n  a  more s o l i d  and  e q u i t a b l e  
f o o t i n g .  

The c a u s e s  o f  t h e  r e c e n t  S t a t e  h i g h w a y  f i n a n c i a l  p l i g h t  a r e  w e l l  
documented.  The e n e r g y  c r i s i s  o f  1973174  and  1979  a l t e r e d  t h e  
p u b l i c ' s  c o n s u m p t i o n  and t r a v e l  p a t t e r n s  and  i n t r o d u c e d  a  more 
f u e l - e f f i c i e n t  m o t o r  v e h i c l e .  These e v e n t s  l e d  t o  a  l e v e l i n g  o f  
f u e l  c o n s u m p t i o n  w h i c h  d i r e c t l y  a f f e c t e d  h i g h w a y  t a x  r e v e n u e  

A 

d o l l a r s .  The decade  a l s o  w i t n e s s e d  a n  u n p r e c e d e n t e d  i n f l a t i o n a r y  
s p i r a l .  These t w o  e l e m e n t s ,  p l u s  t h e  i n c r e a s i n g  s h a r e  o f  h i g h w a y  
p r o g r a m s  a l l o c a t e d  t o  n o n c a p i t a l  f u n c t i o n s ,  r e d u c e d  i n v e s t m e n t  
p r o g r a m s  t o  a f r a c t i o n  o f  p a s t  p e r f o r m a n c e .  

The n a t i o n a l  h i g h w a y  f i s c a l  m a l a i s e  i s  i m p r o v i n g  somewhat,  and  
t h e  o u t l o o k  f o r  t h e  1 9 8 0 ' s  i s  h o p e f u l ,  T h i s  r e p o r t  e x a m i n e s  t h e  
means o f  f i s c a l  r e v i v a l  i n  S t a t e  h i g h w a y  p r o g r a m s .  The a u t h o r  
i d e n t i f i e s  and  a n a l y z e s  r e p r e s e n t a t i v e  f i s c a l  mechan isms o f  t h e  
s e v e r a l  S t a t e s  w h i c h  a r e  r e s p o n s i b l e  f o r  t h e  f i s c a l  r e c o v e r y .  
The r e p o r t  a l s o  d i s c u s s e s  i m p l i c a t i o n s  s u c h  a s  t h e  b r o a d e n i n g  o f  
t h e  s c o p e  o f  S t a t e  t r a n s p o r t a t i o n  p r o g r a m s ,  i n c l u d i n g  m u l t i m o d a l  
f i n a n c i n g ,  h i g h w a y - u s e r  s u b s i d i z a t i o n  o f  p u b l i c  t r a n s p o r t a t i o n ,  
and t h e  n o n u s e r  r e v e n u e  s u p p o r t  o f  h i g h w a y  and t r a n s p o r t a t i o n  
p r o g r a m s .  T h i s  r e p o r t  comp lemen ts  o t h e r  r e p o r t s  t h a t  i d e n t i f y  
h i g h w a y  f i n a n c e  p r o b l e m s ,  and  i t  i s  hoped  t h a t  b y  a n a l y z i n g  
s e l e c t e d  S t a t e  f i n a n c e  mechan ismsr  t h i s  r e p o r t  w i l l  p e r m i t  a 
g r e a t e r  u n d e r s t a n d i n g  and  a p p r e c i a t i o n  o f  t h e s e  c o m p l e m e n t a r y  
documents .  J-/ More  i m p o r t a n t l y ,  i t  i s  hoped  t h a t  t h i s  r e p o r t ,  i n  
c o n j u n c t i o n  w i t h  o t h e r s *  w i l l  a d v a n c e  t h e  s e a r c h  f o r  a p p r o p r i a t e  
t r a n s p o r t a t i o n  f i n a n c i a l  mechan isms f o r  t h e  S t a t e s  i n  t h e  1 9 8 0 ' s .  
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S t a t e  h i g h w a y  f i n a n c e  h a s  b e e n  s e v e r e l y  u n d e r m i n e d  b y  i n f l a t i o n  
d u r i n g  t h e  1 9 7 0 ' s .  By  w h a t e v e r  i n d e x  one c h o o s e s ,  S t a t e  h i g h w a y  
income, e x p r e s s e d  i n  c o n s t a n t  d o l l a r s ,  h a s  d r o p p e d  p r e c i p i t o u s l y .  
As shown o n  T a b l e  1-1,  S t a t e  h i g h w a y - u s e r  r e v e n u e  measured  i n  
r e a l  1977  c o n s t r u c t i o n  d o l l a r s  h a s  d e c l i n e d  f r o m  $ 1 6 . 7  b i l l i o n  i n  
1970 t o  an e s t i m a t e d  89.5  b i l l i o n  f o r  1980 -- a n  e r o s i o n  o f  
4 3  p e r c e n t  i n  t h e  p u r c h a s i n g  p o w e r .  I f  o t h e r  S t a t e  income i s  
i n c l u d e d ,  e.g.,  n o n u s e r  t a x  r e v e n u e  f o r  h i g h w a y s ,  t h e  
d e t e r i o r a t i o n  i s  l e s s  s e v e r e - - o n l y  a  37 p t b r c e n t  d e c l i n e .  Income 
f o r  S t a t e  h i g h w a y  p r o g r a m s  a c t u a l l y  i n c r e k s e d  b y  76 p e r c e n t  f r o m  
1970 t o  1980,  b u t  i n f l a t i o n  i n  c o n s t r u c t i & n  n e a r l y  t r i p l e d ,  w h i c h  
u n f o r t u n a t e l y  t r a n s l a t e s  i n t o  f e w e r  r e a l  d o l l a r s  f o r  h i g h w a y  
i m p r o v e m e n t s .  

The d e c l i n i n g  r e a l  d o l l a r  c o n d i t i o n  i s  v i e w e d  w i t h  a l a r m .  
H ighway  o f f i c i a l s  h a v e  c a l l e d  f o r  i m m e d i a i e  a c t i o n  t h a t  w o u l d  
m a x i m i z e  t h e  p r o d u c t i v i t y  o f  e x i s t i n g  h i g h w a y  d o l l a r s  and  
i m p l o r e d  S t a t e  l e g i s l a t o r s  t o  e n a c t  expandied and  i n n o v a t i v e  
f u n d i n g  mechan isms,  w h i c h  w o u l d  a d d r e s s  p r e s e n t  and  f u t u r e  n e e d s .  
W h i l e  many a d v o c a t e d  v a r i a b l e  t a x a t i o n ,  oh t a x  i n d e x i n g ,  f e w  have  
b e e n  s u c c e s s f u l  ( s o  f a r ) .  As a n  a l t e r n a t i v e ,  some S t a t e s  h a v e  
r e c e i v e d  r e s o u r c e s  f r o m  n o n u s e r  t a x e s .   be examp le  i n  M a r y l a n d  
may b e  r e p r e s e n t a t i v e  o f  t h i s  d i l emma s in tke  i t  i n c l u d e s  many o f  
t h e  p r o b l e m s  and  i s s u e s  o c c u r r i n g  i n  m a n y l o t h e r  S t a t e s .  P /  One 
M a r y l a n d  t r a n s p o r t a t i o n  o f f i c i a l  s t a t e d ,  : W i t h o u t  new r e v e n u e s ,  
t h e  M a r y l a n d  DOT w i l l  f a l l  5380 m i l l i o n  s $ o r t  o f  i t s  h i g h w a y  
needs  f a r  t h e  n e x t  6 y e a r s . "  M. S l a d e  C a i t r i d e r ,  M a r y l a n d  S t a t e  
H ighway  A d m i n i s t r a t o r  s a i d ,  "On a  r e l a t i v g  b a s i s ,  o u r  h i g h w a y s ,  
w i t h  a f e w  s m a l l  e x c e p t i o n s ,  a r e  i n  f a i r  $ o n d i t i o n .  B u t  i f  
d e t e r i o r a t i o n  i s  g o i n g  t o  be  a t r e n d ,  t h e 4  w e ' r e  g o i n g  t o  b e  i n  
t r o u b l e  v e r y  q u i c k l y . "  C a l t r i d e r  p ~ i n t e d ~ o u t  t h a t  b y  c u t t i n g  
some p r o j e c t s  b a c k  and  d e l a y i n g  o t h e r s  i a h  a l t e r n a t i v e  i n  common 
p r a c t i c e  t o d a y ) ,  t h e  s h o r t f a l l  c o u l d  b e  r e d u c e d  t o  a b o u t  
$240 m i l l i o n ,  o r  a b o u t  $ 4 0  m i l l i o n  a  y e a r i  T h i s  w o u l d  r e q u i r e  a n  
a d d i t i o n a l  3  c e n t s  p e r  g a l l o n  t a x  o n  g a s o l i n e  ( i t  was 9 c e n t s  p e r  
g a l l o n ) .  

I 

I n s t e a d  o f  a n  a p p r o a c h  t h a t  adds  a p e n n y  d r  t w o  t a x  a d j u s t m e n t ,  
M a r y l a n d  and  many o t h e r  S t a t e s  a r e  s e e k i n g  a  t a x  mechan ism t h a t  
i s  p r i c e  o r  i n f l a t i o n  s e n s i t i v e .  I n  t h e  p a s t ,  t h e  u n i t  p r i c i n g  
s y s t e m  < i . e . ,  t h e  c e n t s - p e r - g a l l o n  t a x )  mdved r e v e n u e  u p w a r d  by 
way o f  m o t o r - f u e l  c o n s u m p t i o n ,  b u t  when c b n s u m p t i o n  d e c l i n e s ,  a s  
i t  h a s  r e c e n t l y ,  r e v e n u e  d e c l i n e s  and  h i g h w a y  p r o g r a m s  s u f f e r .  A 
v a r i a t i o n  o f  t h e  p e r c e n t a g e  o f  m o t o r - f u e l  t a x  i s  t h e  s a l e s  t a x  o n  
t h e  s e l l i n g  p r i c e  o f  m o t o r  f u e l .  I n  M a r y l a n d ,  a p p l y i n g  t h e  S t a t e  
5 - p e r c e n t  t a x  t o  g a s o l i n e  s a l e s  w o u l d  r a i s e  more t h a n  $800 m i l l i o n  
o v e r  t h e  n e x t  6  y e a r s .  The S t a t e  s a i d  t h a t  t h i s  measure  
w o u l d  have  t w o  p o s i t i v e  f e a t u r e s .  F i r s t ,  i t  w o u l d  c o v e r  t h e  c a s t  
o f  p r o j e c t s  i d e n t i f i e d  i n  t h e  C o n s o l i d a t e d  T r a n s p o r t a t i o n  P l a n ,  
and  s e c o n d ,  i t  w o u l d  a l l o w  t h e  r e t u r n  t o  t h e  S t a t e  g e n e r a l  f u n d  
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o f  c e r t a i n  n o n u s e r  r e l a t e d  t a x  r e v e n u e s  t r a n s f e r r e d  t o  t h e  
T r a n s p o r t a t i o n  T r u s t  Fund.  F u r t h e r  j u s t i f i c a t i o n  i s  f o u n d  i n  t h e  
f a c t  t h a t  t h e  " t i t l i n g  t a x n  o n  m o t o r - v e h i c l e  s a l e s  ( a l s o  
5 p e r c e n t )  i s  c o n s i d e r e d  a  h i g h w a y - u s e r  t a x  a n d  i s  e a r m a r k e d  f o r  
t h e  f u n d ,  

M a r y l a n d ' s  f i s c a l  p r o b l e m  i s  t y p i c a l  o f  many S t a t e s .  Namely ,  
S t a t e  p r o g r a m s  f u n d e d  b y  m o t o r - f u e l  t a x  r e c e i p t s  a r e  s t a t i c .  
I n c r e a s i n g l y ,  new mechan isms a r e  s o u g h t  t h a t  w o u l d  a d j u s t  t a x e s  
and income a u t o m a t i c a l l y .  I n  a  word,  u n i t  t a x a t i o n  i s  g i v i n g  way 
o r  i s  b e i n g  s u p p l e m e n t e d  w i t h  some t y p e  o f  a d  v a l o r e m  ( v a r i a b l e )  
t a x a t i o n .  I n  1 0  S t a t e s ,  t h e  m o t o r  f u e l  p e r  g a l l o n  t a x ,  a t  
l e a s t  i n  p a r t ,  a u t o m a t i c a l l y  f l u c t u a t e s  w i t h  some p r i c e  
d e t e r m i n a n t .  O t h e r s  a r e  a p p l y i n g  t h e  S t a t e  s a l e s  t a x  t o  m o t o r  
f u e l  i n  a d d i t i o n  t o  t h e  u n i t  t a x .  O n l y  e i g h t  S t a t e s  l e v y  a  s a l e s  
t a x  o n  m o t o r  f u e l ,  however ,  f i v e  S t a t e s  e a r m a r k  a l l  o r  p a r t  o f  
t h e  r e v e n u e  f o r  h i g h w a y s ,  and  t w o  o t h e r s  d e d i c a t e  some o f  t h e  
r e v e n u e  f o r  p u b l i c  t r a n s p o r t a t i o n .  4/ 

Ad v a l o r e m  t a x a t i o n  h o l d s  much p r o m i s e  a s  a p r e d i c t a b l e  a n d  
s e c u r e  r e v e n u e  s o u r c e  f o r  S t a t e  h i g h w a y  and  t r a n s p o r t a t i o n  
p r o g r a m s .  M o s t  S t a t e s  a l r e a d y  a p p l y  t h e  s a l e s  t a x  t o  m o t o r  
v e h i c l e s ,  b u t  f o r  t h e  mos t  p a r t ,  m o t o r - f u e l  s a l e s  a r e  exempt .  
A n o t h e r  p o t e n t i a l  a d  v a l o r e m  t a x  i s  t h e  p r o p e r t y  t a x  o n  v e h i c l e s .  
G e n e r a l l y ?  p r o p e r t y  t a x e s  a r e  t h e  p r o v i n c e  o f  l o c a l  g o v e r n m e n t s ,  
b u t  t w o  S t a t e s  c o l l e c t  p r o p e r t y  t a x e s  o n  m o t o r  v e h i c l e s  a n  a  
s t a t e w i d e  b a s i s ,  n a m e l y ,  t h e  " i n  l i e u "  t a x  i n  C a l i f o r n i a  and  
W a s h i n g t o n .  G r e a t e r  u s e  o f  a d  v a l o r e m  t a x a t i o n  c o u l d  
s i g n i f i c a n t l y  augment  h i g h w a y  o r  t r a n s p o r t a t i o n  f i n a n c i n g  t o d a y  
and i n  t h e  f u t u r e .  

I n  a d d i t i o n  t o  t h e  d i s c u s s i o n  o f  p o t e n t i a l  h i g h w a y - u s e r  t a x e s ,  
t h i s  r e p o r t  m e n t i o n s  c e r t a i n  n o n u s e r  t a x  d e d i c a t i o n s  f o r  
h i g h w a y s .  Nonuser  r e v e n u e  i s  i n c r e a s i n g l y  b e i n g  a s s i g n e d  t o  
h i g h w a y  p r o g r a m s .  Some o f  t h e s e  t a x e s  a r e  d i s t a n t l y  r e l a t e d  t o  
h i g h w a y s  o r  t r a n s p o r t a t i o n ?  e.g.,  t h e  c o r p o r a t e  income t a x  i n  
M a r y l a n d .  However ,  o t h e r s  a r e  more c l o s e l y  a s s o c i a t e d  w i t h  t h e  
p r o v i s i o n  and  m a i n t e n a n c e  o f  h i g h w a y s .  N a t u r a l  r e s o u r c e  
s e v e r a n c e  t a x e s  (commonly  e x p r e s s e d  i n  a d  v a l o r e m  t e r m s )  a r e  
f r e q u e n t l y  l e v i e d  and  a l l o c a t e d  f o r  h i g h w a y s .  J u s t i f i c a t i o n  i s  
f o u n d  i n  t h e  l i n k a g e  b e t w e e n  t h e  d e v e l o p m e n t  and  t r a n s p o r t a t i o n  
o f  e n e r g y  m a t e r i a l s ,  w h i c h  s u g g e s t s  t h a t  p a r t  o f  t h e  c o s t  t o  t h e  
consumer  s h o u l d  b e  t h e  i m p a c t  o f  e n e r g y  m a t e r i a l  movements o n  t h e  
h i g h w a y  n e t w o r k .  

T h i s  r e p o r t  makes use  o f  c a s e  s t u d i e s ,  These i n c l u d e  some o f  t h e  
more i n t e r e s t i n g  e x a m p l e s  o f  v a r i a b l e  t a x a t i o n  a n d  s u p p l e m e n t a l  
a d  v a l o r e m  t a x a t i o n  m e t h o d o l o g i e s  i n  u s e  b y  t h e  S t a t e s .  I n c l u d e d  
a l s o  a r e  e x a m p l e s  o f  d r a w b a c k s  o f  m u l - t i m o d a l  f i n a n c i n g ,  
p a r t i c u l a r l y  t h e  i m p a c t  o n  h i g h w a y - u s e r  f i n a n c e  and,  u l t i m a t e l y ,  
h i g h w a y  p r o g r a m s .  

11 *The S t a t u s  o f  t h e  N a t i o n ' s  H i s h w a v s .  C o n d i t i o n s  and  P e r f o r m a n c e ,  
FHWA, J a n u a r y  1981.  



Z/ Excerpted from: From t h e  State Capitols, published by 
Bethune-Jones, Asbury Park, N.J . ,  December 1 ,  1980. 

3/ District o f  Columbia, Indiana, Kentucky, Massachusettst 
Nebraska, New Mexico, Ohio, Rhode Island, and Washington. Plus 
Pennsylvania which has a millage t a x  on motor-fuel receipts. 
Listing a s  o f  January 1 ,  1982. 

4/ ~ a i i f o r n i a ,  Georgia, Hawaii, Illinois, and Mississippi a s  o f  
January 1 ,  1982, earmark f u n d s  for highways; Indiana and Michigan 
apportion s o m e  revenue t o  mass transportation. 
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STATE VARIABLE MOTOR-FUEL TAXATION 

The S t a t e s  h a v e  e n a c t e d  v a r i a b l e  m o t o r - f u e l  t a x a t i o n  mechan isms 
i n  s e v e r a l  f o r m s ,  c a s u a l l y  i d e n t i f i e d  a s  ad  v a l o r e m ,  i n d e x e d  o r  
p e r c e n t a g e  t a x e s .  These t a x e s  a r e  s i m i l a r  b u t  c a n  b e  
d i s t i n g u i s h e d  b y  s u b t l e  d i f f e r e n c e s .  

Ad v a l o r e m  t a x a t i o n ,  i n  i t s  s i m p l e s t  f o r m ,  c o n s i s t s  o f  c o n v e r t i n g  
a  m q t o r - f u e l  g a l l o n a g e  t a x  t o  a  p e r c e n t a g e  t a x .  The t a x  i s  
s t a t e d  as  a p e r c e n t  o f  t h e  s e l l i n g  p r i c e  s o  when t h e  p r i c e  o f  
f u e l  goes  up, t h e  t a x  y i e l d  p e r  g a l l o n  o f  f u e l  goes  up 
c o r r e s p o n d i n g l y .  A s  a  r e s u l t ,  i t  r e s e m b l e s  a  s a l e s  t a x .  Ad 
v a l o r e m  t a x e s  a r e  s e l f - a c t u a t i n g  and  a r e  r e s p o n s i v e  t o  m o t o r - f u e l  
p r i c e  c h a n g e s .  

I n d e x e d  h i g h w a y  r e v e n u e  s y s t e m s  d i f f e r .  The o b j e c t i v e  o f  
i n d e x i n g  i s  t o  o f f s e t  h i g h w a y  c o s t  i n c r e a s e s  u i t h  commensura te  
i n c r e a s e s  i n  r e v e n u e .  Thus,  i f  h i g h w a y  c o s t s  i n c r e a s e  1 0  p e r c e n t ,  
r e v e n u e s  a l s o  s h o u l d  b e  i n c r e a s e d  1 0  p e r c e n t  t o  m a i n t a i n  
b a l a n c e .  The i n d e x ,  i f  d e r i v e d  f r o m  a p p r o p r i a t e  c o s t  f a c t o r s ,  
d e t e r m i n e s  t h e  r e q u i r e d  change  i n  r e v e n u e s  a n d / o r  t a x  y i e l d s .  
I n d e x i n g  o f  h i g h w a y - u s e r  t a x e s  t o  c h a n g i n g  h i g h w a y  c o s t s  a p p e a r s  
s p a r i n g l y  i n  t h e  S t a t e  v a r i a b l e  o r  a d  v a l o r e m  t a x  mechnan isms 
e n a c t e d  t o  d a t e .  The Texas  p l a n  i n d e x e s  r e v e n u e  f o r  h i g h w a y s  b u t  
does  n o t  a d j u s t  u s e r  t a x  r a t e s .  The 1 9 7 7  W a s h i n g t o n  S t a t e  
v a r i a b l e  m o t o r - f u e l  t a x  a d d r e s s e d  t h e  i s s u e  b u t  l i m i t e d  t h e  t a x  
y i e l d  t o  t h e  1 9 7 3  b a s e  y e a r  p l u s  6 p e r c e n t  i n f l a t i o n .  More  
r e c e n t l y ,  O h i o  h a s  t i e d  i t s  "added  m o t o r - f u e l  t a x w  t o  t h e  FHWA 
h i g h w a y  m a i n t e n a n c e  c o s t  i n d e x  ( s e e  A p p e n d i x  B). F o r  t h e  m o s t  
p a r t ,  t h e  v a r i a b l e  m o t o r - f u e l  t a x e s  a p p r o v e d  i n  r e c e n t  y e a r s  a r e  
p e r c e n t a g e  t a x e s  r e s e m b l i n g  r e t a i l  s a l e s  t a x e s  and  a r e  d i s t a n t l y  
r e l a t e d  t o  i n d e x e d  h i g h w a y  t a x e s .  F o r  t h i s  r e a s o n ,  t h e  
e a r m a r k i n g  o f  t h e  S t a t e  r e t a i l  s a l e s  t a x  r e v e n u e  f r o m  m o t o r - f u e l  
p u r c h a s e s  i s  i n c l u d e d  i n  t h e  d i s c u s s i o n  o f  S t a t e  v a r i a b l e  
m o t o r - f u e l  t a x a t i o n .  

As o f  t h e  end  o f  1 9 8 1 ,  1 5  S t a t e s  h a d  e n a c t e d  v a r i a b l e  m o t o r - f u e l  
t a x  mechan isms.  These c o n s i s t  o f  t w o  g r o u p s -  I 1 1  1 0  S t a t e s  w i t h  a  
p e r c e n t a g e  t a x  o n  m o t o r  f u e l ,  (2) 5 S t a t e s  t h a t  e a r m a r k  t h e  
s a l e s  t a x  on m o t o r  f u e l  f o r  h i g h w a y s .  F e a t u r e s  common t o  t h e  
p e r c e n t a g e  m o t o r - f u e l  t a x  measures  i n c l u d e  t h e  f o l l o w i n g .  

F i r s t ,  t h e  m o t o r - f u e l  t a x  r a t e  i s  s t i l l  e x p r e s s e d  i n  c e n t s  p e r  
g a l l o n ,  t o  t h e  c l o s e s t  o n e - t e n t h  o f  a  c e n t .  Second,  t h e  r a t e  i s  
s e t  a s  a  p e r c e n t  o f  t h e  m a r k e t  p r i c e  o f  m o t o r  f u e l  w h i c h  c o u l d  b e  
t h e  w h o l e s a l e ,  d i s t r i b u t o r  o r  r e t a i l  p r i c e .  T h i r d ,  some h a v e  
s p e c i f i c  t a x  l i m i t s  s u c h  a s  a  maximum a n n u a l  r a t e  i n c r e a s e  Ce.g., 
1  c e n t  p e r  y e a r )  o r  a  maximum r a t e  t o  b e  c h a r g e d .  One n o t i c e a b l e  
l a c k  o f  u n i f o r m i t y  was an i m m e d i a t e  b o o s t  i n  t h e  p e r - g a l l o n  t a x  
r a t e .  T h i s  o m i s s i o n  h a s  c a u s e d  some d i s e n c h a n t m e n t  s i n c e  t h e  
p r i c e  o f  g a s o l i n e  h a s  n o t  i n c r e a s e d  a s  a n t i c i p a t e d .  The S t a t e s  
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dediqating s a l e s  t a x e s  o n  motor fuel f o r  highways employ no 
specific mechanism other t h a n  identifying t h e  share o f  revenue 
derived from motor-fuel sales. 

Chapter 2 examines several o f  t h e  State varisble motor-fuel t a x  
laws. T h e  c a s e  studies for Indiana and Massachusetts shed light 
on t h e i r  variable motor-fuel t a x  levies and present some.of t h e  
background leading t o  their enactment and s o m e  o f  their 
implications. For example, both variable t a x  measures involve 
public transportation funding. In addition t o  t h e s e  motor-fuel 
taxes, two examples o f  supplemental variable motor-fuel t a x  
funding s y s t e m s  for highways are included. As a hybrid? Nebraska 
enacted a supplemental motor-fuel t a x  o f  2 percent o f  t h e  selling 
p r i c e ?  which will be used t o  cover t h e  shortfall in highway 
revenue. A tqtally separate ad valorem mechanism was established 
in Illinois. In 1 9 7 9 ,  Illinois earmarked a portion o f  all s a l e s  
t a x  revenue f o r  highways. T h i s  allocation, purportedly 
equivalent t o  t h e  amount derived from motor-fuel sales, 
effectively establishes a second motor-fuel t a x  for highways 
which corresponds with price changes. These actions add t o  t h e  
growing list o f  S t a t e s  adopting price sensitive variable 
motor-fuel t a x  mechanisms. 

Appendix A describes t h e  features and developments o f  similar t a x  
syktems f o r  Kentucky and New Mexico. Comments by State officials 
on some o f  t h e  advantages and disadvantages o f  their respective 
mechanisms a r e  given. 

Indiana. 

In 1 9 8 0 ,  Indiana enacted a comprehensive transportation 
finance law that addressed many o f  t h e  fiscal issues 
o f  t h e  day. These issues include: ( 1 )  a n  inflation2 
sensitive highway and public transit funding mechanism, 
1 2 1  tax equity, and ( 3 1  energy conservation, The principal 
features o f  t h e  Indiana law ( P . L .  1 0 ,  Acts o f  1 9 8 0 )  and its 
relationship with t h e s e  issues a r e  discussed below. 

1.  Mass Transnortation Fundinq. A permanent and predictable 
source o f  funding has been established for mass transportation. 
Funding for t h i s  program c o m e s  from State s a l e s  tax revenue. 
Specifically, I percent o f  all s a l e s  t a x  revenue will be 
deposited in t h e  newly created Mass Transportation Fund. 
According t o  P . L . 1 0  ( 1 9 8 0 1 ,  9 5  percent o f  t h e s e  revenues will b e  
allocated t o  public transit purposes, and the remaining 5 percent 
will be earmarked for t h e  Special Railroad Fund. These monies 
a r e  intended f o r  t h e  promotion and development o f  public mass 
transportation and a r e  expected t o  amount t o  $10  million annually. 

A related provision o f  t h e  law impacting highway taxation is t h e  
repeal o f  t h e  exemption o f  motor fuel from t h e  State retail s a l e s  
tax. Henceforth? highway users will be required t o  pay t h e  motor- 
fuel t a x  plus a s a l e s  t a x  on gasoline purchases. Thus, a 
correlation can be drawn between t h e  levy o f  t h e  sales t a x  on 
road users and t h e  public support f o r  mass transit. 



2. M o t o r - F u e l  Taxat ion. .  P r o b a b l y  t h e  m o s t  i m p o r t a n t  e l e m e n t  o f  
t h e  1980 l e g i s l a t i o n  war t h e  change  i n  t h e  me thod  o f  t a x i n g  
h i g h w a y  m o t o r  f u e l .  P r e v i o u s l y ,  t h e  S t a t e  m o t o r - f u e l  t a x  r a t e  was 
8 c e n t s  a  g a l l o n .  B e g i n n i n g  J u l y  1, 1980,  t h e  m o t o r - f u e l  t a x  
r a t e  was compu ted  a t  8  p e r c e n t  o f  t h e  d i s t r i b u t o r ' s  p r i c e  a s  
d e t e r m i n e d  b y  f o r m u l a .  T h i s  a d  v a l o r e m  t a x  scheme e d j u s t s  t h e  
r a t e  t w i c e  a  y e a r  and  i s  s t a t e d  i n  t h e  n e a r e s t  o n e - t e n t h  o f  a  
c e n t .  Maximum t a x  l i m i t s  were  e s t a b l i s h e d .  F o r  1 9 8 0 1  t h e  r a t e  
c o u l d  n o t  e x c e e d - 1 2  c e n t s  a  g a l l o n .  The maximum r a t e  f o r  1981 
was 1 4  c e n t s *  and f o r  1982  and  t h e r e a f t e r ,  t h e  r a t e  c o u l d  n o t  
e x c e e d  1 6  c e n t s  a  g a l l o n *  w h i c h  i s  d o u b l e  t h e  r a t e  i n  e f f e c t  a t  
t h e  b e g i n n i n g  o f  1980.  The i n t e n t  o f  t h e  l e g i s l a t i o n  i s  t h a t  t h e  
m o t o r - f u e l  t a x  w o u l d  b e  added  t o  t h e  s e l l i n g  p r i c e  s o  t h a t  
u l t i m a t e l y  t h e  consumer  b e a r s  t h e  b u r d e n  o f  t h e  t a x .  

3.  M o t o r - V e h i c l e  T a x a t i o n .  I n  k e e p i n g  w i t h  t h e  c o m p r e h e n s i v e  
n a t u r e  o f  1980 l e g i s l a t i o n ?  S t a t e  m o t o r - v e h i c l e  f e e s  were  a l s o  
i n c r e a s e d .  R e g i s t r a t i o n  f e e s  f o r  m o t o r c y c l e s  a n d  a l l  
c l a s s i f i c a t i o n s  o f  t r u c k s  were  i n c r e a s e d  b y  a p p r o x i m a t e l y  
25  p e r c e n t ,  w h i c h  w o u l d  g e n e r a t e  a n  a ' d d i t i o n a l  $ 1 2 . 8  m i l l i o n  
a n n u a l l y .  

I n  a d d i t i o n ?  l o c a l  g o v e r n m e n t s  were  a u t h o r i z e d  t o  l e v y  
m o t o r - v e h i c l e  t a x e s  and f e e s  t o  i m p r o v e  c o u n t y  t r a n s p o r t a t i o n  
p r o g r a m s .  C o u n t i e s  have  t h e  o p t i o n  t o  l e v y  a  s u r t a x  and  a  w h e e l  
t a x  o n  m o t o r  v e h i c l e s  r e g i s t e r e d  w i t h i n  t h e  c o u n t y ,  The c o u n t y  
s u r t a x  w o u l d  v a r y  f r o m  2 t o  10 p e r c e n t  o f  t h e  S t a t e  m o t o r - v e h i c l e  
r e g i s t r a t i o n  f e e  o n  p a s s e n g e r  c a r s ,  m o t o r c y c l e s ,  a n d  t r u c k s  o f  
less t h a n  11,000 pounds .  I f  a  c o u n t y  e l e c t s  t o  impose t h e  
s u r t a x *  i t  m u s t  a l s o  impose a  w h e e l  t a x  o n  v e h i c l e s  n o t  i n c l u d e d  
u n d e r  t h e  s u r t a x  p r o v i s i o n s .  The w h e e l  t a x  1$5  t o  $ 4 0  p e r  
v e h i c l e )  a p p l i e s  t o  b u s e s *  r e c r e a t i o n  v e h i c l e s ,  a n d  a l l  t r u c k s  
and t r a i l e r s .  M o n i e s  f r o m  t h e s e  f e e s  c o l l e c t e d  b y  c o u n t i e s  
c o n t a i n i n g  a  F i r s t  C l a s s  C o n s o l i d a t e d  C i t y  (e .g . ,  
I n d i a n a p o l i s / M a r i o n  C o u n t y )  s h a l l  b e  a d m i n i s t e r e d  by  t h e  c o u n t y  
d e p a r t m e n t  o f  t r a n s p o r t a t i o n .  O t h e r  c o u n t i e s  m u s t  a p p r o p r i a t e  
s u c h  m o n i e s  f o r  r o a d  a n d  s t r e e t  p u r p o s e s .  

4 .  O t h e r  P r o v i s i o n s .  P.L. 10  o f  1980  e a r m a r k s  o n e - h a l f  o f  t h e  
S t a t e ' s  s a l e s  t a x  r e v e n u e  f o r  p r o p e r t y  t a x  r e l i e f .  I t  a l s o  
e s t a b l i s h e d  a  G e n e r a l  T r a n s p o r t a t i o n  Fund t o  a b s o r b  h i g h e r  t h a n  
a n t i c i p a t e d  r e c e i p t s  due  t h e  M o t o r  V e h i c l e  H ighway  A c c o u n t  ( i . e . ,  
amounts  g r e a t e r  t h a n  110  p e r c e n t  o f  e x p e c t e d  r e v e n u e )  and  t o  h o l d  
s u c h  f u n d s  t o  r e p l e n i s h  t h e  a c c o u n t  f o r  m o n t h s  when c o l l e c t i ~ n s  
a r e  s h o r t  o f  e x p e c t a t i o n s .  I d l e  m o n i e s  a r e  a v a i l a b l e  f o r  
i n v e s t m e n t  and  n o  n o n h i g h w a y  u s e  i s  p e r m i t t e d .  

Summary. T h i s  l e g i s l a t i v e  p a c k a g e  moved I n d i a n a  t o w a r d  a  more 
s e c u r e  and  p r e d i c t a b l e  t r a n s p o r t a t i o n  r e v e n u e  p o s i t i o n .  
T r a n s p o r t a t i o n  p l a n n i n g  and  f u n d i n g  s h o u l d  b e  more c e r t a i n  i n  t h e  
f u t u r e  s i n c e  h i g h w a y - u s e r  r e v e n u e  -- m o s t  n o t a b l y  t h e  income f r o m  
g a s o l i n e  t a x e s  -- i s  s e n s i t i z e d  t o  i n f l a t i o n ,  a n d  t h e  p r o g r a m  
w i l l  n o t  be p e n a l i z e d  b y  e n e r g y  c o n s e r v a t i o n .  I n d e e d *  t h e  h i g h e r  
s e l l i n g  p r i c e  o f  m o t o r  f u e l  (due  i n  p a r t  t o  t h e  c o m b i n e d  e f f e c t s  
o f  t h e  e x c i s e  and  s a l e s  t a x e s )  s h o u l d  p r o m o t e  e n e r g y  
c o n s e r v a t i o n .  E q u i t y  i s  s e r v e d  b y  a d j u s t i n g  m o t o r - v e h i c l e  f e e s  
and b y  p r o v i d i n g  l o c a l  g o v e r n m e n t s  w i t h  means t o  f u n d  h i g h w a y s  



v i a  u s e r  t a x e s .  The a l l o c a t o n  o f  a  s h a r e  o f  t h e  s a l e s  t a x  f o r  
p u b l i c  t r a n s p o r t a t i o n  a c k n o w l e d g e s  t h e  S t a t e v &  r e s p o n s i b i l i t y  and  
r o l e  i n  t h i s  v i t a l  a r e a .  However,  i t  c l o u d s  t h e  e q u i t y  i s s u e  i f  
t h e  t a x  b u r d e n  f a l l s  p r i m a r i l y  upon  r o a d  u s e r s .  

M a s s a c h u s e t t s  

The i n t e r r e l a t i o n . s h i p  o f  h i g h w a y  a n d  p u b l i c  t r a n s p o r t a t i o n  
f i n a n c e  i n  M a s s a c h u s e t t s  h a s  t a k e n  s e v e r a l  i n t e r e s t i n g  t u r n s  i n  
t h e  l a s t  few y e a r s .  P r i o r  t o  J a n u a r y  1978,  1  c e n t  o f  t h e  S t a t e ' s  
8 . 5 - c e n t  p e r  g a l l o n  t a x  o n  h i g h w a y  m o t o r  f u e l  was e a r m a r k e d  f o r  
mass t r a n s p o r t a t i o n .  T h i s  d i v e r s i o n  o f  h i g h w a y - u s e r  r e v e n u e  was 
r e p e a l e d  i n  1979.  I n  i t s  p l a c e ,  t h e  S t a t e  d e d i c a t e d  a  s h a r e  o f  
t h e  m o t o r - v e h i c l e  t a x  r e v e n u e .  F o r  1 9 7 8  and 19798 $1  o f  t h e  
p a s s e n g e r  c a r  ( a n d  s e l e c t e d  o t h e r  v e h i c l e s )  r e g i s t r a t i o n  f e e  was 
e a r m a r k e d  f o r  t h e  ( S t a t e )  Mass T r a n s p o r t a t i o n  Fund.  T h i s  
p r a c t i c e  was r e p e a l e d  i n  1980,  I n  1980 ,  S t a t e  t r a n s p o r t a t i o n  
f u n d i n g  i n  M a s s a c h u s e t t s  was a g a i n  o v e r h a u l e d .  F i r s t ,  e f f e c t i v e  
A u g u s t  1 ,  1980,  t h e  8 . 5 - c e n t  u n i t  t a x  o n  g a s o l i n e  was changed  t o  
a  1 0 - p e r c e n t  t a x  o f  t h e  w h o l e s a l e  p r i c e  o f  g a s o l i n e .  I/ S p e c i a l  
f u e l s  and  d i e s e l  w o u l d  be  t r e a t e d  a s  b e f o r e ,  i . e . ,  t a x e d  a t  t h e  
r a t e  o f  1 0  c e n t s  p e r  g a l l o n .  The d i s p o s i t i o n  o f  m o t o r - f u e l  
r e v e n u e  was a l s o  changed .  B e g i n n i n g  i n  A u g u s t  ( 1 9 8 0 1 ,  1 5  p e r c e n t  
o f  n e t  g a s o l i n e  t a x  r e v e n u e  i s  p a i d  i n t o  t h e  S t a t e  g e n e r a l  f u n d  
f o r  mass t r a n s p o r t a t i o n  p u r p o s e s .  A n o t h e r  f i f t e e n  o n e - h u n d r e d t h s  
o f  1 p e r c e n t  i s  d e d i c a t e d  f o r  I n l a n d  F i s h e r i e s  and  t h e  Game Fund, 
and  t h e  r e m a i n d e r  i s  e a r m a r k e d  f o r  t h e  S t a t e  H i g h w a y  Fund 
( 1 5  p e r c e n t  o f  t h e s e  r e v e n u e s  a r e  d e d i c a t e d  f o r  l o c a l  r o a d s  and  
s t r e e t s ) .  Revenue f r o m  s p e c i a l  f u e l s ,  e t c . ,  i s  d i s t r i b u t e d  a s  
f o l l o w s :  11.76 p e r c e n t  t o  c i t i e s  and t o w n s  f o r  r o a d  a n d  s t r e e t  
p u r p o s e s  and  t h e  r e m a i n d e r  t o  t h e  S t a t e  H i g h w a y  Fund.  

Second,  t h e  S t a t e  H i g h w a y  Fund i s  now i n  r e c e i p t  o f  a s h a r e  o f  
t h e  S t a t e  C i g a r e t t e  Tax.  P r i o r  t o  J u l y  I t  1980,  2 m i l l s  o f  t h e  
8 m i l l s  t a x  o n  c i g a r e t t e s  was u s e d  f o r  mass t r a n s i t  s u b s i d i e s .  The 
p r a c t i c e  was r e p e a l e d  i n  1980,  t h a t  i s ,  t h e  8 m i l l s  now go 
unencumbered t o  t h e  S t a t e  G e n e r a l  Fund.  The 1980  l e g i s l a t i o n ,  
however ,  added 2 1 / 2  m i l l s  t o  t h e  c i g a r e t t e  t a x  a n d  d e d i c a t e d  t h e  
p r o c e e d s  t o  t h e  S t a t e  H ighway  Fund.  

I n  t h e  s p a n  o f  2 y e a r s ,  S t a t e  m o t o r - f u e l  t a x a t i o n  c h a n g e d  f r o m  a  
u n i t  b a s e  t o  a  p e r c e n t a g e  b a s e ,  I t s  d i s p o s i t i o n  i n i t i a l l y  
i n c l u d e d  n o n h i g h w a y  use ,  w h i c h  was l a t e r  r e p e a l e d .  Then 
r e v e r s i n g  i t s e l f ,  t h e  S t a t e  a g a i n  e a r m a r k e d  a  p o r t i o n  o f  t h e  
m o t o r - f u e l  t a x  r e v e n u e  f o r  mass t r a n s i t 8  and  f i n a l l y ,  l o s t  
h i g h w a y  f u n d s  were  r e c a p t u r e d  b y  a  t a x  s o u r c e  u n r e l a t e d  t o  
h i g h w a y  usage .  

N e b r a s k a  

N e b r a s k a  e n a c t o d  a  m o t o r - f u e l  t a x  i n c r e a s e  t h a t  i n c o r p o r a t e d  u n i t  
and  v a r i a b l e  t a x  c h a n g e s .  F i r s t ,  t h e  1980 measure  r a i s e d  t h e  
b a s e  m o t o r - f u e l  t a x  r a t e  f r o m  10 .5  t o  1 1 . 5  c e n t s  a  g a l l o n .  
Second,  i t  imposed  a n  a d d i t i o n a l  v a r i a b l e  t a x  o f  2 p e r c e n t  o f  t h e  
p r i c e  o n  m o t o r  f u e l .  



allocation for t h e  State police is reduced t o  40 percent for F Y  
1 9 8 3  and zero for FY 1984. Indeed, beginning in FY 1984, n o  Road 
Funds will be paid t o  State agencies other t h a n  t h e  Department of 
Transportation. The phase-out period a l l c w s  t i m e  t o  replace 

I 

revenues lost t o  t h e  general fund. Second, additional revenue 
would be earmarked for highways. These revenues would come from 
t h e  State s a l e s  tax which t h e  legislature considered roughly 
equivalent t o  t h e  amount o f  s a l e s  tax revenue derived from 
motor-fuel sales. Specifically, t h e  two-part revenue allocation 
plan includes: ( 1 )  a n amount equal t o  2.5 percent o f  s a l e s  tax 
revenue would be deposited in t h e  Hotor Fuel Tax Fund, and ( 2 )  an 
amount equal t o  3.0 percent o f  s a l e s  tax revenue would be 
deposited in t h e  Road Fund. Both f u n d s  restrict expenditures to 
highway purposes. 

The 1379 law restricts highway-user revenues t o  highway purposes 
and eliminates transfers t o  other agencies. Heretofore, t h e  
State police costs were paid from highway-user revenues 
(approximately $45 million f o r  19791. By FY 1984, thi s  
appropriation, along with severa'l others, will be paid f r o m  t h e  
State general fund. T h e  measure restores a substantial sum o f  
money t o  t h e  State's highway program, and, in addition, earmarks 
new revenue for t h e  highway program in t h e  form o f  s a l e s  t a x  
revenue purportedly realized from motor-fuel sales. For highway 
taxation purposes, Illinois now has a unit t a x  and a variable t a x  
on motor fuel, 

Financial assistance t o  public transportation provided by t h i s  
legislation involves greater authority t o  levy regional s a l e s  and 
motor-vehicle taxes by t h e  Regional Transportation Authority 
(Chicago area). 

Summarv 

The years of 1979 through 1981 witnessed t h e  expansion o f  S t a t e  
variable motor-fuel taxation. By t h e  e n d  o f  1981, 1 5  S t a t e s  
had a defacto variable g a s  tax. The State examples discussed 
here (and in Appendix A )  highlight t h e  goals, background, 
mechanics, and implications o f  t h e s e  taxes, Both Illinois and 
Nebraska retain the unit t a x  that sets a much needed minimum t a x  
rate, whereas t h e  Indiana and Massachusetts laws allow a d r o p  in 
revenue. Indeed, Massachusetts witnessed a rate decline from 
1 0  cents t o  9.8 c e n t s  a gallon in 1980. Maximum rates were 
established in some States (Indiana and New Mexico) while other 
motor-fuel tax laws a r e  open-ended (Kentucky and M a s s a c h u s e t t s ~ .  
T o  t h e  latter group must be added t h e  S t a t e s  earmarking a s h a r e  
o f  t h e  State s a l e s  t a x  revenue f o r  highways, e.g., Georgia, 
Illinois and Mississippi. For now it appears that t h e  
combination o f  a unit t a x  plus a percentage t a x  is t h e  better 
approach a s  it would set a base t a x  (to correspond with 
consumption) plus sensitize t a x e s  t o  inflation s o  that t h e  
benefits principle o f  highway finance is retained. The following 
chapter discusses motor-fuel tax actions b y  t h e  S t a t e s  f o r  t h e  
last f e w  years, with specific attention t o  t h e  1981 
developments. 
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The p e r c e n t a g e  t a x  i s  l e v i e d  b a s e d  o n  t h e  a v e r a g e  p r i c e  t h a t  
N e b r a s k a  p a y s  f o r  a  g a l l o n  o f  m o t o r  f u e l  ( l e s s  F e d e r a l  
and  S t a t e  t a x e s ) .  The v a r i a b l e  t a x  i s  l e v i e d  o n  d i s t r i b u t o r s  t o  
b e  added  t o  t h e  u n i t  t a x .  The a v e r a g e  s t a t e w i d e  p r i c e  o f  m o t o r  
f u e l  was e s t a b l i s h e d  a t  90 c e n t s  a  g a l l o n  ! u n t i l  s u c h  t i m e  t h a t  
i n f o r m a t i o n  was a v a i l a b l e  t o  s e t  t h e  compu ted  a v e r a g e  p r i c e ,  The 
v a r i a b l e  t a x  was e n a c t e d  t o  e n s u r e  t h a t  t4,e H ighway  Cash Fund h a d  
s u f f i c i e n t  r e v e n u e  t o  meet  t h e  l e v e l  o f  a d t h o r i z a t i o n s  s e t  b y  t h e  
S t a t e  l e g i s l a t u r e .  Any s h o r t f a l l  i n  r e v e n u e  i s  t o  b e  s u p p l i e d  
f r o m  t h e  v a r i a b l e  m o t o r - f u e l  e x c i s e  t a x .  F o r  t h e  p e r i o d  
b e g i n n i n g  O c t o b e r  1, 1980,  and  u n t i l  a d j u s t e d ,  t h e  e x c i s e  t a x  was 
t o  be  s e t  a t  2 p e r c e n t  o f  t h e  p r e s c r i b e d  9 0  c e n t s  a  g a l l o n  
a v e r a g e  s t a t e w i d e  c o s t ,  o r  1 . 8  c e n t s  a  g a l l o n .  D u r i n g  t h e  
e n s u i n g  f i s c a l  y e a r s ,  i f  t h e  r e v e n u e  g e n e r a t e d  p r o v e s  t o o  l o w  o r  
t o o  h i g h  ( i f  l e s s  t h a n  90 p e r c e n t  o r  more  t h a n  110 p e r c e n t  o f  
t a r g e t e d  income) ,  t h e  B o a r d  o f  E q u a l i z a t i o n  and  Assessmen t  w i l l  
mee t  t o  d e t e r m i n e  i f  a d j u s t m e n t s  a r e  i n  o r d e r .  Any r a t e  
a d j u s t m e n t  w i l l  t a k e  e f f e c t  o n  t h e  f i r s t  o f  t h e  f o l l o w i n g  mon th .  
The e x c i s e  t a x  was s e t  a t  2 .4  c e n t s  p e r  g a l l o n  o n  J a n u a r y  1, 1 9 8 2 .  

These a c t i o n s  s e r v a  t o  r a i s e  r e v e n u e  f o r  S t a t e  and  l o c a l  r o a d  
p r o g r a m s .  Revenues f r o m  t h e  v a r i a b l e  g a s  t a x  a r e  e a r m a r k e d  f o r  
S t a t e  p r o g r a m s .  By  s e t t i n g  S t a t e  h i g h w a y  a u t h o r i z a t i o n s  h i g h e r  
t h a n  u n i t  t a x  r e c e i p t s ,  t h e  mechan ism t r i g g e r s  a n  a d j u s t m e n t  i n  
t h e  e x c i s e  t a x  t o  c o v e r  t h e  gap  b e t w e e n  u n i t  t a x  y i e l d  and  t h e  
p r o g r a m  l e v e l .  However,  t h e  S t a t e  h i g h w a y  s h a r e  o f  c o m b i n e d  
m o t o r - f u e l  u n i t  and  a d  v a l o r u m  t a x e s  i s  encumbered b y  t h e  
a l l o c a t i o n  o f  a  maximum o f  $1 m i l l i o n  a  y e a r  f o r  p u b l i c  
t r a n s p o r t a t i o n .  T h i s  p r o v i s i o n  a p p l i e s  o n l y  i f  S t a t e  p u b l i c  
t r a n s i t  a p p r o p r i a t i o n s  f a l l  b e l o w  t h e  e s t i m a t e d  S t a t e ' s  s h a r e  o f  
t h e  t o t a l  p r o g r a m .  

The added  1 c e n t - p e r - g a l l o n  m o t o r - f u e l  t a x  m o n i e s  a r e  e a r m a r k e d  
f o r  l o c a l  r o a d  and  s t r e e t  p r o g r a m s .  

The p r e c e d i n g  e x a m p l e s  d e s c r i b e  t w o  t y p e s  o f  a d  v a l o r e m  
m o t o r - f u e l  t a x  schemes.  F o r  I n d i a n a  and  M a s s a c h u s e t t s ,  t h e  
e n t i r e  m o t o r - f u e l  t a x  r a t e  i s  t i e d  t o  some s p e c i f i c  c o m m o d i t y  
p r i c e .  N e b r a s k a  i s  a  h y b r i d .  I t  r e t a i n s  t h e  b a s i c  p e r - g a l l o n  
t a x  b u t  p r o v i d e s  a  v a r i a b l e / s u p p l e m e n t a l  t a x  t h a t  r e s p o n d s  t o  
m o t o r - f u e l  p r i c e  c h a n g e s  and  b u d g e t  f a c t o r s .  I n  t h e  n e x t  
examp le ,  t h e  b a s i c  m o t o r - f u e l  t a x  s y s t e m  i s  n o t  a f f e c t e d .  
I n s t e a d ,  a  s h a r e  o f  t h e  S t a t e  s a l e s  t a x  r e v e n u e  i s  e a r m a r k e d  f o r  
h i g h w a y s  w h i c h  i s  s i m i l a r  t o  a  v a r i a b l e / s U p p l e m e n t a l  g a s  t a x .  

I l l i n o i s  

The p u r p o s e  o f  t h e  T r a n s p o r t a t i o n  F i n a n c e  and  A d m i n i s t r a t i o n  A c t  
o f  1 9 7 9 ,  a s  e x p r e s s e d  b y  t h e  I l l i n o i s  G e n e r a l  Assemb ly ,  was t o  
e n a c t  a n  i n t e g r a t e d  a n d  c o m p r e h e n s i v e  h i g h w a y  and p u b l i c  
t r a n s p o r t a t i o n  f i n a n c e  p r o g r a m  f o r  t h e  S t a t e .  21 The e n a c t e d  
l e g i s l a t i o n  c a l l e d  f o r  a  s e r i e s  o f  i n t e r r e l a t e d  a c t i o n s  a f f e c t i n g  
s e v e r a l  S t a t e  f u n d s  and  t a x  s o u r c e s ,  F o r  h i g h w a y s ?  t h e r e  a r e  t w o  
b a s i c  c h a n g e s .  F i r s t ,  e x i s t i n g  d i v e r s i o n s  f r o m  t h e  S t a t e  Road 
Fund w o u l d  b e  e l i m i n a t e d .  The 1 9 7 9  l e g i s l a t i o n  g r a d u a l l y  r e d u c e s  
a l l o c a t i o n s  o f  Road Fund m o n i e s  t o  S t a t e  a g e n c i e s  o t h e r  t h a n  t h e  
D e p a r t m e n t  o f  T r a n s p o r t a t i o n .  F o r  examp le ,  t h e  Road Fund 



* 

1 /  In f a c t ,  a revised distribution o f  t h e  8.5-cent motor-fuel t a x  - 
went into effect July 1980 only t o  b e  superseded b y  t h e  1 9 8 0  
legislation which t o o k  effect A u g u s t  1 ,  1980. 

d/ P.L. 81, 2nd Special Session-3, 1979. 
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I n  r e t r o s p e c t ,  1979  a n d  1980  r e c o r d e d  t h e  e a r l y  s i g n s  o f  r e c o v e r y  
i n  S t a t e  h i g h w a y  f i n a n c e .  S t a t e  l e g i s l a t u r e s  seemed t o  b e  t a k i n g  
a  h a r d  l o o k  a t  ways t o  r a i s e  S t a t e  h i g h w a y , r e v e n u e .  I n  1 9 8 0 ?  
o n l y  8  S t a t e s  d i d  n o t  h o l d  r e g u l a r  s e s s i o n $ ?  and  a c c o r d i n g  t o  
one  s u r v e y ,  32  S t a t e s  c o n s i d e r e d  m e a s u r e s  t o  r a i s e  m o t o r - f u e l  
t a x e s .  M o t o r - f u e l  and  s a l e s  t a x  l e v i e s  a c c o u n t e d  f o r  w e l l  o v e r  
f o u r - f i f t h s  o f  t h e  p r o p o s e d  l e g i s l a t i o n  i n  1980 .  P e r h a p s  t h e  
m o s t  common theme i n  G o v e r n o r s '  messages t h a t  y e a r  was t h e  
e x p r e s s i o n  o f  c o n c e r n  a b o u t  t h e  s h o r t f a l l  i n  g a s o l i n e  t a x  r e v e n u e  
a n d  t h e  c o r r e s p o n d i n g  d e c l i n e  i n  h i g h w a y  f u n d i n g .  

The n a t i o n a l  d e c l i n e  i n  m o t o r - f u e l  c o n s u m p t i o n ,  f r o m  1 2 5  b i l l i o n  
g a l l o n s  i n  1 9 7 8  t o  1 2 2  b i l l i o n  g a l l o n s  i n  1979  a n d  t o  1 1 5  b i l l i o n  
g a l l o n s  i n  1980,  i s  t h e  c a u s e  o f  t h i s  c o n c e r n .  R e c e i p t s  
f r o m  S t a t e  m o t o r - f u e l  t a x e s  amoun ted  t o  $9,578 m i l l i o n  i n  1980,  a 
l o s s  o f  $ 2 0 6  m i l l i o n  f r o m  1979 .  Thus,  w h i l e  r e v e n u e  d e c r e a s e d  b y  
o n l y  0 .2  p e r c e n t ,  c o n s u m p t i o n  o f  m o t o r  f u e l  d r o p p e d  b y  
5.9 p e r c e n t .  O b v i o u s l y ,  t h e  r e v e n u e  s t a b i l i t y  i s  due s o l e l y  t o  
c h a n g i n g  t a x  r a t e s .  

T a b l e s  3-1 a n d  3-2 i d e n t i f y  t h e  S t a t e s  t h a t  i n c r e a s e d  m o t o r - f u e l  
Sax r a t e s  i n  1979  a n d  1980,  r e s p e c t i v e l y .  The m o s t  s t r i k i n g  
d i f f e r e n c e  b e t w e e n  T a b l e s  3-1 a n d  3-2 i s  f o u n d  i n  t h e  t a x  
mechan ism imposed .  F o r  t h e  m o s t  p a r t ,  t h e  1979  i n c r e a s e s  were  
a d d i t i o n s  o f  a  p e n n y  o r  t w o  t o  t h e  e x i s t i n g  u n i t  r a t e  w i t h  n o  
p r o v i s i o n  f o r  a u t o m a t i c  f u t u r e  a d j u s t m e n t s .  The e x c e p t i o n  i s  
W a s h i n g t o n  S t a t e  where  a n  e a r l i e r  measure  p e r m , i t t e d  t h e  t a x  t o  
a d j u s t  upward ,  a n d  t h e  1 9 7 9  c h a n g e  was t h e  l a s t  a l l o w e d  
i n c r e m e n t .  On t h e  o t h e r  hand,  1980  w i t n e s s e d  t h e  e x p a n d e d  u s e  o f  
t h e  v a r i a b l e  m o t o r - f u e l  t a x  mechan ism,  w i t n e s s  t h e  measures  
e n a c t e d  i n  I n d i a n a ,  K e n t u c k y ?  M a s s a c h u s e t t s ,  and New M e x i c o .  

The p a c e  o f  S t a t e  m o t o r - f u e l  t a x  r a t e  change  a l s o  q u i c k e n e d .  F o r  
t h e  d e c a d e  o f  t h e  1 9 7 O V s r  an  a v e r a g e  o f  s i x  a n d  o n e - h a l f  S t a t e s  
i n c r e a s e d  t a x  r a t e s  e a c h  y e a r .  However ,  i n  1 9 7 9  1 0  S t a t e s  
i n c r e a s e d  t h e i r  r a t e s ,  a n d  i n  1 9 8 0  1 2  S t a t e s  a d j u s t e d  f u e l  r a t e s .  
An i m p o r t a n t  f e a t u r e  o f  t h e  c u r r e n t  p a c e  is t h e  number o f  S t a t e s  
p a s s i n g  r a t e  i n c r e a s e s  i n  t h e  " l i g h t "  l e g i s l a t i v e  y e a r s ,  t h a t  i s ,  
y e a r s  when f e w  l e g i s l a t u r e s  m e e t .  The l i g h t  l e g i s l a t i v e  y e a r s ,  
t h e  e v e n  y e a r s  o f  1 9 7 0 ~  1972,  1974 ,  1 9 7 6 ?  a n d  1978,  a v e r a g e d  f o u r  
S t a t e s  c h a n g i n g  r a t e s .  One w o u l d  e x p e c t  1979,  a  h e a v y  y e a r ,  t o  
r e p o r t  numerous  changes ,  b u t  t h e  1 2  S t a t e s  r e p o r t i n g  c h a n g e r  i n  
1 9 8 0  i s  a b n o r m a l .  B i e n n i a l  a d j u s t m e n t s  ( a  l i g h t  y e a r  a n d  a  h e a v y  
y e a r )  p e a k e d  i n  t h e  1979 /80  p e r i o d ?  w h i c h  f o l l o w e d  r e l a t i v e l y  
i n a c t i v e  p e r i o d s  o f  t h e  m i d s e v e n t i e s .  T a b l e  3-4 i d e n t i f i e s  t h e  
S t a t e s  t h a t  r e p o r t e d  t h e  g r e a t e s t  c h a n g e  i n  r a t e s  s i n c e  1970 .  
These  1 6  S t a t e s ,  r e p o r t i n g  3 c e n t s  o r  more  i n c r e a s e  i n  g a s o l i n e  
t a x  r a t e s ,  a v e r a g e d  7.06 c e n t s  a  g a l l o n  i n  1970 .  F o r  1980,  t h e i r  
a v e r a g e  r a t e  i n c r e a s e d  t o  n e a r l y  1 1  c e n t s ,  a  g a i n  o f  3.9 c e n t s  a  
g a l l o n ,  o r  a  5 5 - p e r c e n t  i n c r e a s e .  T a b l e  3-5 r e p o r t s  t a x  c h a n g e s  



f o r  a l l  S t a t e s ,  and T a b l e  3-6 r e p o r t s  a l l  m o t o r - f u e l  t a x e s  i n  
e f f e c t  o n  J a n u a r y  1, 1982 .  
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More t h a n  40 S t a t e s  s o u g h t  ways o f  r a i s i n g  m o t o r - f u e l  t a x  r e v e n u e  
i n  1 9 8 1 .  2/ The o n l y  S t a t e s  n o t  l o o k i n g  t o  i n c r e a s e  m o t o r - f u e l  t a x  
r a t e s  were  Alabama, G e o r g i a ,  K e n t u c k y ,  L o u i s i a n a ,  N e b r a s k a ,  
Texas,  and  V i r g i n i a ,  F o u r  o f  t h e s e  r e c e i v e d  t a x  b o o s t s  i n  1 9 7 9  
o r  1 9 8 0 ,  a n d  t w o  S t a t e s  have  a c c e s s  t o  g e n e r a l  r e v e n u e s  
( L o u i s i a n a  and  T e x a s )  f o r  h i g h w a y  p u r p o s e s ,  w h i c h  r e d u c e s  t h e  
u r g e n c y  t o  r a i s e  u s e r  t a x  r a t e s  i n  o r d e r  t o  i n c r e a s e  f u n d s  f o r  
h i g h w a y s .  

T h e  s u r v e y  2/ n o t e d  t h a t  35  S t a t e s  s o u g h t  a  v a r i a b l e  t a x  and  1 6  
S t a t e s  c o n s i d e r e d  b o t h  a  h i k e  i n  t h e  u n i t  ( c e n t s  p e r  g a l l o n )  t a x  
and a  v a r i a b l e  t a x .  F u r t h e r ,  s i x  S t a t e s  s o u g h t  r e p e a l  o f  t h e  
m o t o r - f u e l  s a l e s  t a x  e x e m p t i o n  ( t h e s e  a r e  n o t  a d d i t i v e ) ,  

By t h e  end o f  1981,  t h e  number o f  S t a t e s  a p p r o v i n g  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e s  was s u f f i c i e n t  t o  make 1981 a  b a n n e r  y e a r  f o r  
b o o s t s  i n  S t a t e  m o t o r - f u e l  t a x  r a t e s .  I n  f a c t ,  2 7  S t a t e s  
i n c r e a s e d  b a s i c  m o t o r - f u e l  t a x  r a t e s .  The measures  e n a c t e d  
i n c l u d e d  s i m p l e  i n c r e a s e s  i n  t h e  c e n t s - p e r - g a l l o n  l e v y ,  v a r i a b l e  
t a x  m e t h o d o l o g i e s  t h a t  s u p p l e m e n t  o r  r e p l a c e  e x i s t i n g  mechan isms,  
expanded  c e i l i n g s  a n d  f l o o r s  a+ e x i s t i n g  v a r i a b l e  t a x e s ,  and  new 
s y s t e m s  e m p l o y i n g  i n n o v a t i v e  a u t o m a t i c  a d j u s t m e n t  s y s t e m s .  

A c c o r d i n g  t o  t h e  d a t a  r e p o r t e d  o n  T a b l e  3-7, 1 6  S t a t e s  i n c r e a s e d  
r a t e s  v i a  t h e  l e g i s l a t e d  t a x  r a t e  a d j u s t m e n t  p r o c e s s ,  r a n g i n g  
f rom 1 c e n t  p e r  g a l l o n  ( S o u t h  D a k o t a )  t o  6 c e n t s  f o r  1982  
(Nevada) .  Mos t  S t a t e s  i n  t h i s  c a t e g ~ r y  r a i s e d  t h e  r a t e s  b y  
2 c e n t s  p e r  g a l l o n ,  The r a n k s  o f  t h e  S t a t e s  w i t h  v a r i a b l e  
m o t o r - f u e l  t a x  mechan isms i n c r e a s e d  b y  f i v e  i n  1981 and  a n o t h e r  
r e c e i v e d  new l i f e .  A r i z o n a r  A/ O h i o ,  Rhode I s l a n d ,  P e n n s y l v a n i a ,  
and  t h e  D i s t r i c t  o f  C o l u m b i a ,  a u t h o r i z e d  a u t o m a t i c  r a t e  
a d j u s t m e n t  s y s t e m s ,  and  W a s h i n g t o n  u p d a t e d  i t s  s y s t e m  b y  
p r o v i d i n g  a new r a t e  c e i l i n g  o f  1 6  c e n t s  p e r  g a l l o n .  The 
D i s t r i c t  o f  C o l u m b i a  p l a n  u s e s  t h e  Consumer P r i c e  I n d e x  ( C P I )  f o r  
i t s  i n d e x i n g  c r i t e r i a ,  whereas  O h i o ' s  "added m o t o r - f u e l  t a x w  
e m p l o y s  a  f o r m u l a  t h a t  l o o k s  t o  m o t o r - S u e 1  c o n s u m p t i o n  and  FHWA's 
H ighway  M a i n t e n a n c e  and  O p e r a t i o n s  C o s t  T r e n d  I n d e x  t o  d e t e r m i n e  
r a t e  i n c r e a s e s  f o r  t h e  y e a r s  1982  t h r o u g h  1 9 8 4 .  The O h i o  m o t o r -  
f u e l  t a x  was i m m e d i a t e l y  b o o s t e d  b y  3.3 c e n t s  t o  1 0 . 3  c e n t s  p e r  
g a l l o n ,  and t h e  "added t a x w  w i l l  b e  e v a l u a t e d  e a c h  y e a r  t h r o u g h  
1 9 3 4  b u t  c a n n o t  e x c e e d  5 c e n t s  p e r  g a l l o n .  P e n n s y l v a n i a  e n a c t e d  
a n  O i l  Company F r a n c h i s e  Tax o f  35  m i l l s  o n  e a c h  d o l l a r  o f  
p e t r o l e u m  p r o d u c t  s a l e s  i n  t h e  S t a t e ,  The l e v y  a p p l i e s  o n l y  t o  
h i g h w a y  m o t o r  f u e l *  and  t h e  r e v e n u e  i s  e a r m a r k e d  f a r  h i g h w a y  
c o n s t r u c t i o n  and  m a i n t e n a n c e .  The 3 .5  p e r c e n t  r e c e i p t s  t a x  
s u p p l e m e n t s  t h e  S t a t e  p e r  g a l l o n  t a x  ( 1 1  c e n t s ) ,  t h u s  r a i s i n g  t h e  
t o t a l  l e v y  on h i g h w a y  f u e l  t o  a p p r o x i m a t e l y  1 3  c e n t s  a  g a l l o n .  
I n d i a n a  r a i s e d  i t s  min imum t a x  t o  1 0 . 5  c e n t s  p e r  g a l l o n  and  
changed t h e  p e r c e n t a g e  l e v y .  And i n  f o u r  S t a t e s  { K e n t ~ c k y ,  
M a s s a c h u s e t t s ,  N e b r a s k a ,  a n d  New M e x i c o ) ,  t h e  1 9 8 1  r a t e  c h a n g e s  
were  a d j u s t e d  b y  a u t o m a t i c  mechan isms.  



The highest State tax rate is now 14.0 cents par gallon for New 
Hampshire, followed closely by Nebraska with t3.9 cents. Texas 
continues t o  have t h e  lowest gasoline tax at 3 cents per gallon. 

Apart from these measures that increased motor-fuel taxes by 
either legislating an increase in the fixed rate or by adopting a 
variable rate tax, i s  t h e  imposition o f  t h e  sales tax on 
motor-fuel purchases. While most States exempt motor fuels from 
the sales tax, eight States--California, Georgia, Hawaii, 
Illinois, Indiana, Michigan, Mississippi, and New York--impose 
both a motor fuel and general sales tax on motor-fuel sales. 
Five o f  these States now earmark a portion of the revenue for 
highways. Georgia renamed its ( 3  percent) sales tax a s  a "Second 
Motor-Fuel f a x w  in 1979. The tax is collected in the same manner 
as other sales taxes, but t h e  relabeling increases the minimum 
appropriation for highways a s  specified in t h e  Georgia 
Constitution. A/ Illinois, also in 1979, dedicated 5.5 percent o f  
all sales tax revenue t o  State roads (see Chapter 2). 
Mississippi allocates a share o f  such revenue for highways, i.e.9 

78 percent of the 5-percent sales tax on motor fuel or a maximum 
of $42 million a year. The cap is t o  be removed in 1985. Two 
additional States joined this group in 1981. California approved 
a measure that would eventually earmark all sales tax revenue on 
motor fuel for highways and mass transportation. Specifically, 
t h e  State general fund will receive an annual allocation o f  a 
maximum o f  $141 million from these monies; the remainder is split 
50-50 between highway and other purposes (mostly public 
transportation), By 1986, the general fund share will drop t o  
zero and all receipts will go t o  highways and other 
transportation purposes. Hawaii also dedicates these revenues t o  
State highway purposes, albeit for a limited period. For t h e  
3 years through FY 19849 an amount equal t o  t h e  sales tax on motor 
fuel will be deposited in the State Highway Fund. In practice, these 
States have established a dual taxation scheme for highway 
finance that incorporates a unit tax and a variable tax. 

For more information on State highway taxes, see FHWA 
publication: Hiqhwav Taxes and Fees, 1982 

I/ Tax Foundation's,. Tax Revenue, V O L .  XLI9 

2/ Hiqhwav User Federation, January 2 6 #  1981 - 

3/ Arizona law was repealed in 1982. - 

Art i cle VII, Section IX, ( 6 ) .  

N 0 . 3 ,  March 1980. 

9 Washington? D.C 

I , 





TABLE 3-2 

1 9 8 0  S t a t e  M o t o r - F u e l  Tax I n c r e a s e s  

A labama Tax i n c r e a s e d  f r o m  7 cqCn ts  t o  1 1  c e n t s  p e r  
g a l l o n  e f f e c t i v e  A u g u s t  1,  1980 .  

I n d  i ana*  Tax c o n v e r t e d  f r o m  a  u n i t  t a x  ( 8  c e n t s )  t o  
8 p e r c e n t  o f  a v e r a g e  r e t a i l  p r i c e  b e f o r e  t a x e s .  
The  t a x  h a s  a  c e i l i n g  o f  1 2  c e n t s  i n  1980 ,  
1 4  c e n t s  i n  1981 ,  a n d  1 6  c e n t s  i n  1 9 8 2  a n d  
t h e r e a f t e r .  The r a t e  ( d e t e r m i n e d  t w i c e  a  
y e a r  b y  t h e  Revenue D e p a r t m e n t )  was s e t  a t  
8 . 5  c e n t s  p e r  g a l l o n  e f f e c t i v e  J a n u a r y  f r  1 9 8 1 .  

K e n t u c k y *  Tax c o n v e r t e d  f r o m  a  w n i t  t a x  ( 9  c e n t s )  t o  
9  p e r c e n t  o f  a v e r a g e  w h o l e s a l e  p r i c e  u i t h  
a  m in imum o f  9 c e n t s  p>er  g a l l o n .  Tax may 

1 

n o t  e x c e e d  1 3 . 5  c e n t s  b y  19829 t h e r e a f t e r  
t h e  t a x  may i n c r e a s e  b y  n o  m o r e  t h a n  
1 0  p e r c e n t  a  y e a r .  Thle r a t i o  i s  d e t e r m i n e d  
q u a r t e r l y  b y  t h e  D e p a r l t m e n t  o f  Revenue.  Tax r a t e  
s e t  a t  9 c e n t s  a  g a l l o n  e f f e c t i v e  J a n u a r y  1 ,  1 9 8 1  

M a s s a c h u s e t t s *  Tax  c o n v e r t e d  f r o m  a  u n i t  t a x  ( 8 . 5  c e n t s 1  t o  
1 0  p e r c e n t  o f  a v e r a g e  w h o l e s a l e  p r i c e .  The 
r a t e  i n i t i a l l y  s e t  a t  9 .9  c e n t s  a n d  was 
9 . 8  c e n t s  e f f e c t i v e  J a n u a r y  1, 1981 .  

M i n n e s o t a  Tax i n c r e a s e d  f r o m  9  c e n t s  t o  11  c e n t s  p e r  
g a l l o n  e f f e c t i v e  May 1 ,  1980.  

Tax i n c r e a s e d  f r o m  1 0 . 5  c e n t s  t o  11 .5  c e n t s  
p e r  g a l l o n  e f f e c t i v e  O c t o b e r  1, 4980 .  I n  
a d d i t i o n ,  a  2 - p e r c e n t  t a x  may b e  l e v i e d  b a s e d  
o n  t h e  a v e r a g e  c o s t  o f  g a s o l i n e  t o  t h e  S t a t e .  
The  c o m b i n e d  r a t e  o f  13 .6  c e n t s  p e r  g a l l o n  
e f f e c t i v e  J a n u a r y  1  , 1 9 8 1 ,  

c 

Tax i n c r e a s e d  f r o m  7 c e n t s  t o  8  c e n t s  p e r  
g a l l o n  e f f e c t i v e  J u l y  1 ,  1 9 8 0 .  The t a x  w i l l  
a u t o m a t i c a l l y  i n c r e a s e  b y  1  c e n t  p e r  g a l l o n  
f o r  e a c h  1 0 - c e n t  i n c r e a s e  i n  t h e  a v e r a g e  
w h o l e s a l e  p r i c e  o f  m o t o r  f u e l r  b u t  c a n n o t  
e x c e e d  1  c e n t  a  y e a r  o r  a  t o t a l  t a x  o f  1 1  c e n t s  
a  g a l l o n .  

S o u t h  C a r o l i n a  Tax i n c r e a s e d  f r o m  9  c e n t s  t o  1 1  c e n t s  a  
g a l l o n  e f f e c t i v e  O c t o b e r  1 ,  1 9 8 0 .  

S o u t h  D a k o t a  Tax i n c r e a s e d  f r o m  9  c e n t s  t o  1 2  c e n t s  p e r  
g a l l o n  e f f e c t i v e  A p r i l  1 ,  1980 .  

V i r g i n i a  Tax i n c r e a s e d  f r o m  9  c e n t s  t o  1 1  c e n t s  p e r  
g a l l o n  e f f e c t i v e  J u l y  1,  1980 .  





Average 7 . 0 6  8.63 9 . 0 0  9 . 7 5  1 0 . 9 6  3 . 9 0  

Source: Tables MF-205 and 1 2 1 ,  H i ~ h w a v  Statistics DivisionrFHWAl 
Washington, D.C. 2 0 5 9 0  



TABLE 3-5 



TABLE 3-6 

STATE MOTOR-FUEL TAX RATES AND SALES TAX RATES ON MOTOR FUEL 
AS OF JANUARY #. 1982 

TABLE H F - I 2 1  

0 GASOHOL ONLY. 
0 SALES PRICE INCLUDING FEDERAL AND STATE 
UEL TAX. LOCAL GOVERNMENTS ASSESS AN 
MAL 1.25% EXCEPT I N  BAY AREA WHERE I T  
X. AFTER SALES PRICE W S  BEEN COMPUTED. 

PER GALLON GASOHOL TAK EXEMPTION I S  

RAL AND STATE 

PRODUCT A S  A PRIMARY FUEL. DERlVED ALCOHOL TAWED A T  4 CENTS PER GALLON. 
5 l  DURING M I D - 1 9 8 1 ,  HOTOR FUEL TAX WAS INCREASED LU A DEALER IS REFUNDED 35 CENTS PER GALLON FOR 

EACH Q U A L I F I E D  FUEL(ETHAN0L AND METHANOL1 THAT I S  
REPORTED AS HAVING BEEN BLENDED WITH UNLEADED GASOLINE. 



TABLE 3-7 
1 9 8 1  S t a t e  M o t o r - F u e l  Tax R a t e  Changes  

A r  i zona*  E f f e c t i v e  J a n u a r y  1 ,  1982 ,  t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  8  t o  9 .6  c e n t s  p e r  g a l l o n  
u n t i l  J a n u a r y  1,  1 9 8 3 .  T h e r e a f t e r ,  t h e  t a x  
r a t e  w i l l  e q u a l  8 p e r c e n t  o f  t h e  a v e r a g e  
r e t a i l  s e l l i n g  p r i c e .  N o t e :  Law r e p e a l e d ,  
s e e  POSTSCRIPT f o r  d e t a i l s .  

C a l i f o r n i a  E f f e c t i v e  J a n u a r y  1, 1983,  t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e s  f r o m  7 t o  9 c e n t s  p e r  g a l l o n .  
A l o c a l  o p t i o n a l  p e n n y  p e r  g a l l o n  a u t h o r i z e d .  

C o l o r a d o  E f f e c t i v e  J u l y  2 ,  1981,  t h e  m o t o r - f u e l  t a x  
- r a t e  i n c r e a s e d  f r o m  7 t o  9 c e n t s  p e r  g a l l o n ;  

g a s o h o l  w e n t  u p  f r o m  2 t o  4 c e n t s  p e r  g a l l o n .  

D e l a w a r e  E f f e c t i v e  A u g u s t  1,  1981 ,  t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  9  t o  I f  c e n t s  p e r  g a l l o n .  

D i s t r i c t  o f  E f f e c t i v e  J u n e  I r  1983 ,  t h e  m o t o r - f u e l  t a x  
C o l u m b i a *  r a t e  i n c r e a s e d  2  c e n t s  a g a l l o n  t o  43  c e n t s .  

The m o t o r - f u e l  t a x  r a t e  w i l l  b e  e u t o m a t i c a l l y  
a d j u s t e d  e a c h  y e a r ,  b e g i n n i n g  i n  1982 ,  t o  
r e f l e c t  t h e  c h a n g e  i n  t h e  Consumer P r i c e  I n d e x .  

I d a h o  E f f e c t i v e  J u l y  1, 1 9 8 1 ,  t h e  m o t o r - f u e l  t a x  r a t e  
i n c r e a s e d  f r o m  9 .5  t o  1 1 . 5  c e n t s  p e r  g a l l o n .  

I n d i a n a % * *  E f f e c t i v e  J u n e  1 ,  1 9 8 1 ,  t h e  m o t o r - f u e l  t a x  
i n c r e a s e d  f r o m  8 . 5  t o  1 0 . 5  c e n t s  p e r  g a l l o n  
a n d  r e m a i n e d  i n  e f f e c t  u n t i l  December  3 1 1  1 9 8 1 .  
Tax c h a n g e d  t o  1 0  p e r c e n t  o f  s e l l i n g  p r i c e  up t o  
$ 1  a n d  8 p e r c e n t  f a r  n e x t  50 c e n t s  p e r  g a l l o n ,  
Maximum o f  1 4  c e n t s  p e r  g a l l o n .  R a t e  s e t  a t  
1 1 . 1  c e n t s  p e r  g a l l o n  ( J a n u a r y  1, 1 9 8 2 ) .  

t 

I o w a  E f f e c t i v e  S e p t e m b e r  1 ,  1981 ,  t h e  m o t o r - f u e l  
t a x  r a t e  i n c r e a s e d  f r o m  1 0  t o  1 3  c e n t s  p e r  
g a l l o n .  G a s a h o l  i n c r e a s e d  t o  6 c e n t s  u n t i l  
S e p t e m b e r  1983 ,  t h e r e s f t e r  t o  b e  t h e  
m o t o r  f u e l  p r e v a i l i n g  r a t e .  Diesel i n c r e a s e d  
t o  1 3 . 5  c e n t s ;  t o  1 5 . 5  c e n t s  J u l y  1,  1 9 8 2 .  

K e n t u c k y * *  1 0 . 0  c e n t s  ( J a n u a r y  1  P 1 9 8 2 1  

M a s s a c h u s e t t s * *  11.1 c e n t s  ( J a n u a r y  1, 1 9 8 2 )  

M i n n e s o t a  E f f e c t i v e  J u n e  1 ,  1981 ,  t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  1 1  t o  1 3  c e n t s  p e r  g a l l o n .  

N e b r a s k a * *  13 .9  c e n t s  ( A u g u s t  30, 1 9 8 1 )  



Nevada 

New Hampsh i r e  

E f f e c t i v e  J u l y  1 r  1981, t h e  m o t o r - f u e l  t a x  
i n c r e a s e d  t o  10.5 c e n t s  p e r  g a l l o n .  The r a t e  
i n c r e a s e d  t o  12 c e n t s  on  J u l y  1 ,  1 9 8 2 .  G a s o h o l  
i n c r e a s e d  t o  9.5 c e n t s  p e t  g a l l o n  J u l y  I ?  1981, 
and  t o  1 1  c e n t s  J u l y  1 P 1982. 

E f f e c t i v e  J u l y  i r  9981, t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  1 1  t o  1 4  c e n t s  p e r  g a l l o n ,  
The t a x  i n c r e a s e  e x p i r e s  June  3 0 ~  1983; 
g a s o h o l  i n c r e a s e d  t o  9 c e n t s  p e r  g a l l o n .  

New Mex ico* *  9.0 c e n t s  ( J u l y  1 ,  19811 

N o r t h  C a r o l i n a  E f f e c t i v e  J u l y  1 1  1981, m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  9 t o  c e n t s  p e r  g a l l o n ;  
g a s o h o l  i n c r e a s e d  f r o m  1 2  c e n t s  p e r  
g a l l o n .  

Oh i o *  E f f e c t i v e  J u l y  1  , 1981, wadded m o t o r - f u e  1 
t a x n  was imposed.  By f l a ?  t h e  r a t e  
i n c r e a s e d  t o  10.3 c e n t s  

Oregon E f f e c t i v e  J a n u a r y  1 ,  1982, t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  7 t o  8 c e n t s  p e r  g a l l o n .  
F u r t h e r  i n c r e a s e s  were  a p p r o v e d  b u t  d e f e a t e d  b y  
v o t e r s  i n  May 1982: 9 c e n t s  ( J u l y  I r  198219 
10 c e n t s  ( J u l y  1 19831, and 1 1  c e n t s  ( J u l y  1 ,  19841. 

P e n n s y l v a n i a *  E f f e c t i v e  J u l y 3 1  r 1981 9 an O i l  Company 
F r a n c h i s e  Tax was imposed a t  35 m i l l s  p e r  
d o l l a r  on  h i g h w a y  f u e l s  and p r o d u c t s  s a l e s .  
May add 2 c e n t s  t o  t h e  p r i c e  o f  m o t o r  f u e l .  

Rhode I s l a n d *  E f f e c t i v e  June  1 ,  1 9 8 1 ?  t h e  m o t o r - f u e l  t a x  r a t e  
w i l l  b e  computed a t  10 p e r c e n t  s f  t h e  
w h o l e s a l e  p r i c e  o f  m o t o r  f u e l ,  e x c l u d i n g  
F e d e r a l  and S t a t e  t a x e s .  The min imum t a x  i s  
10 c e n t s  a  g a l l o n .  R a t e  e s t a b l i s h e d  a t  
12 c e n t s  p e r  g a l l o n  [ J a n u a r y  1 ,  1 9 8 2 ) .  8 

S o u t h  

S o u t h  

C a r o l  i n a  E f f e c t i v e  September  1 ,  1941, t h e  m o t o r - f u e l  
t a x  r a t e  i n c r e a s e d  f r o m  1 1  t o  1 3  c e n t s  p e r  
g a l l o n .  I 

D a k o t a  E f f e c t i v e  A p r i l  1 r  1981, n a d d i t i o n a l  1 - c e n t  
p e r  g a l l o n  t a x  was impose w h i c h  w i l l  r u n  
t h r o u g h  March  319 1984. h e  m o t o r - f u e l  t a x  i s  
13 c e n t s  a  g a l l o n  and gas  I h o l  was r a i s e d  by 
1 c e n t  t o  9 c e n t s  a  g a l l o  . The e x e m p t i o n  o f  5 m o t o r  f u e l  f r o m  t h e  S t a t e l s a l e s  t a x  was 
e x t e n d e d .  1 

Tennessee E f f e c t i v e  June 1 ,  4981, t h e  m o t o r - f u e l  t a x  r a t e  
i n c r e a s e d  2 c e n t s  p e r  g a l l o n  ( 7  t o  9 c e n t s ) .  The 
d i e s e l  t a x  i s  12 c e n t s  a  g a l l o n  (June 1, 19811; 

i s  9 c e n t s .  

I -74- 



U t a h  E f f e c t i v e  J u l y  1 . 1 9 8 1 ,  t h e  m o t o r - f u e l  t a x  r a t e  
went  up  2 c e n t s  t o  1 1  c e n t s  a  g a l l o n .  The 
g a s o h o l  t a x  i s  5 c e n t s  l e s s  t h a n  t h e  S t a t e  
m o t o r - f u e l  t a x  r a t e .  

Vermont  E f f e c t i v e  June  1 ,  1 9 8 1 ,  t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f rom 9 t o  1 1  c e n t s  p e r  g a l l o n .  

Wash ington***  F o r  6 months  ( J u l y  1  t h r u  December 3 1 ,  1 9 8 1 )  
t h e  m o t o r - f u e l  t a x  r a t e  was 1 3 . 5  c e n t s  p e r  
g a l l o n .  The maximum r a t e  w i l l  be  1 6  c e n t s  
p e r  g a l l o n  ( f o r m a l l y  1 2  c e n t s ) ;  t h e  minimum 
r a t e  i s  1 2  c e n t s .  The a n n u a l  r a t e  i n c r e a s e  
c a n n o t  exceed  2 c e n t s  p e r  g a l l o n .  R a t e  s e t  
a t  1 2  c e n t s  ( J a n u a r y  1 ,  1 9 8 2 ) .  

W i s c o n s i n  E f f e c t i v e  A u g u s t  1 ,  1 9 8 1 ,  t h e  m o t o r - f u e l  t a x  
r a t e  i n c r e a s e d  f r o m  9 t o  1 3  c e n t s  p e r  g a l l o n .  

.i 

* New V a r i a b l e  Tax System. 
** R a t e s  changed b y  a u t o m a t i c  r a t e  a d j u s t m e n t  sys tem,  
* * * E x i s t i n g  v a r i a b l e  t a x  s y s t e m  g i v e n  new maximum 

and minimum r a t e s .  

Source :  S t a t e  Tax Rev iew,  Commerce C l e a r i n g  House, I n c . 8  C h i c a g o ,  Ill. 

m 

-75-  

-- -- -p . 



C h a p t e r  4 

STATE PUBLIC TRANSPCIRTATION FINANCE 

The l a s t  f e w  y e a r s  w i t n e s s e d  an i n c r e a s i n g  i n v o l v e m e n t  o f  t h e  
S t a t e s  i n  t h e  p r o v i s i o n  and o p e r a t i o n  o f  p u b l i c  t r a n s p o r t a t i o n .  
S t a t e s  a r e  " b u y i n g  i n "  t o  l o c a l  o p e r a t i o n s  b'y p r o v i d i n g  t h e  l o c a l  
s h a r e  o f  F e d e r a l  c a p i t a l  g r a n t s  and g u a r a n t e e i n g  t o  a b s o r b  a  
s h a r e  o f  l o c a l  t r a n s i t  o p e r a t i n g  s u b s i d i e s .  I n  one case ,  
M a r y l a n d ,  a  S t a t e  agency  o p e r a t e s  t h e  t r a n s i t  s y s t e m  f o r  one o f  
t h e  N a t i o n ' s  l a r g e s t  c i t i e s  ( B a l t i m o r e ) .  M a r y l a n d  a l s o  "buys  inw 
a n o t h e r  m a j o r  r e g i o n a l  t r a n s i t  p r o g r a m  ( W M A T A )  i n  the Wash ing ton ,  
D.C. a r e a .  S t a t e s  o f t e n  s e r v e  a s  t h e  p r i n c i p a l  o p e r a t i n g  agency  
f o r  r u r a l ,  s m a l l  u r b a n ,  and s t a t e w i d e  p u b l i c  t r a n s p o r t a t i o n  
p r o g r a m s .  

T h i s  c h a p t e r  examines  t h e  S t a t e  p u b l i c  t r a n s p o r t a t i o n  r o l e  i n  
M a r y l a n d ,  M i c h i g a n ,  New York ,  and Wash ing ton .  The p u r p o s e  i s  t o  f 

e l e r t  t h e  h i g h w a y  commun i t y  t o  c e r t a i n  i m p l i c a t i o n s  o f  t h i s  
t r e n d ,  p a r t i c u l a r l y  as  t h e  p r o g r a m s  i m p a c t  h i g h w a y  r e v e n u e s .  I f  
t h e  Reagan A d m i n i s t r a t i o n ' s  p l a n  m a t e r i a l i z e s ,  t h a t  i s ,  
F e d e r a l  a i d  f o r  t r a n s i t  i s  r e d u c e d ,  an added b u r d e n  c o u l d  b e f a l l  
t h e  S t a t e s .  F o r  most  S t a t e s ,  h i g h w a y - u s e r  r e v e n u e  i s  n o t  
d i r e c t l y  t h r e a t e n e d  b y  t h i s  movement. However,  f o r  M a r y l a n d ,  
M i c h i g a n ,  New Y o r k  and Wash ing ton ,  r o a d - u s e r  r e v e n u e  i s  d i v e r t e d  
t o  mass t r a n s i t  p u r p o s e s .  T o l l  b r i d g e  r e v e n u e  d i v e r s i o n  i n  
New York  i s  c i t e d  because  o f  i t s  l o n g - s t a n d i n g  p r a c t i c e  and  b e c a u s e  
o t h e r  a r e a s  a r e  e m b a r k i n g  on s i m i l a r  a r r a n g e m e n t s .  The 
j u s t i f i c a t i o n  o f  s u c h  p r a c t i c e s  r a i s e s  t h e  q u e s t i o n  o f  e q u i t y  
s i n c e  one c l a s s  o f  t r a n s p o r t a t i o n  u s e r  i s  c a l l e d  upon t o  s u p p o r t  
t r a n s p o r t a t i o n  a c t i v i t i e s  b e n e f i t i n g  t h e  commun i t y  a t  l a r g e .  

M a r v i a n d  1 

The M a r y l a n d  D e p a r t m e n t  o f  T r a n s p o r t a t  i o n  ( M ~ D O T )  i s  u n i q u e  
because  i t  p l a n s ,  f i n a n c e s ,  c o n s t r u c t s ,  and b p e r a t e s  v a r i o u s  
modes o f  t r a n s p o r t a t i o n  i n  t h e  S t a t e ,  i n c l u d / i n g  t h e  p u b l i c  
t r a n s p o r t a t i o n  s y s t e m  i n  B a l t i m o r e .  The ~ e ~ b r t m e n t  o f  
T r a n s p o r t a t i o n  c o n s i s t s  o f  t h e s e  a g e n c i e s :  

S t a t e  A v i a t i o n  A d m i n i s t r a t i o n  

M a r y l a n d  P o r t  A d m i n i s t r a t i o n  

M o t o r  V e h i c l e  A d m i n i s t r a t i o n  

Mass T r a n s i t  A d m i n i s t r a t i o n  

S t a t e  H ighway A d m i n i s t r a t i o n  

S t a t e  R a i l r o a d  A d m i n i s t r a t i o n  

M a r y l a n d  T r a n s p o r t a t i o n  A u t h o r i t y  ( T o l l  F a c i l i t i e s )  



The MDDOT e n a b l i n g  l e g i s l a t i o n  c a l l e d  f o r  t h e  d e v e l o p m e n t  o f  a  
c o n s o l i d a t e d  S t a t e  t r a n s p o r t a t i o n  p l a n  a n d  a  f r a m e w o r k  o r  p r o g r a m  
f o r  a c h i e v i n g  t h e  p l a n ,  One o f  t h e  c r i t i c a l  componen ts  o f  t h e  
S t a t e  t r a n s p o r t a t i o n  p l a n  i s  t h e  e s t a b l i s h m e n t  o f  a  u n i f i e d  
T r a n s p o r t a t i o n  T r u s t  Fund i n t o  w h i c h  i s  d e p o s i t e d  h i g h w a y - u s e r  
r e v e n u e ,  p l u s  o p e r a t i n g  r e v e n u e s  f r o m  a i r p o r t s ,  p o r t  f a c i l i t i e s #  
and mass t r a n s i t ,  The p r i n c i p a l  n o n t r a n s p o r t a t i o n  r e v e n u e  
e a r m a r k e d  f o r  t h e  T r u s t  Fund i s  a  s h a r e  o f  t h e  S t a t e  c o r p o r a t e  
income t a x .  P r i o r  t o  1980,  t h r e e - f o u r t h s  o f  1 p e r c e n t  o f  t h e  
7 - p e r c e n t  c o r p o r a t e  income t a x ,  o r  t h r e e / t w e n t y - e i g h t h s  o f  t h e  
t a x ,  was e a r m a r k e d  f o r  t h e  Fund. I n  1980,  a n  a d d i t i o n a l  3 p e r c e n t  
o f  t h e  7 - p e r c e n t  t a x  was p l e d g e d  t o  t h e  Fund. The Fund 
i s  a l s o  c r e d i t e d  w i t h  bond  p r o c e e d s ,  F e d e r a l  f u n d s ;  a n d  c e r t a i n  
m i s c e l l a n e o u s  r e c e i p t s .  E x p e n d i t u r e s  f r o m  t h e  Fund a r e  made f r o m  
comming led  r e v e n u e ;  t h u s ,  s p e c i f i c  f e e s  a n d  i m p o s t s  l o s e  t h e i r  
i d e n t i t y .  A n  a n a l y s i s  o f  e x p e n d i t u r e s  b y  f u n c t i o n s  i n d i c a t e s  
t h a t a 1 e s s  i s  expended  f o r  h i g h w a y  p u r p o s e s  t h a n  i s  d e r i v e d  f r o m  
h i g h w a y - u s e r  t a x e s ,  F u r t h e r ,  t h e  T r u s t  Fund i s  now i n  r e c e i p t  o f  

I- 
s u r p l u s  t o l l  r e v e n u e s  f r o m  t h e  h i g h w a y  f a c i l i t i e s  o p e r a t e d  b y  t h e  
M a r y l a n d  T r a n s p o r t a t i o n  A u t h o r i t y .  T h i s  agency  o p e r a t e s  t h e  
S t a t e ' s  t o l l  h ighway ,  b r i d g e s ,  and t u n n e l s .  H e r e t o f o r e ?  t o l l  
r e v e n u e  was p l e d g e d  a s  s e c u r i t y  f o r  o u t s t a n d i n g  r e v e n u e  b o n d s  o f  
t h e  A u t h o r i t y .  However,  u n d e r  t h e  t e r m s  o f  t h e  l e g i s l a t i o n  
e n a c t e d  i n  1978,  money n o t  needed  f o r  o b l i g a t i o n s  o f  t h e  
A u t h o r i t y  may b e  t r a n s f e r r e d  t o  t h e  T r a n s p o r t a t i o n  T r u s t  Fund 
upon r e c o m m e n d a t i o n  o f  t h e  S e c r e t a r y  o f  T r a n s p o r t a t i o n  a n d  t h e  
a p p r o v a l  o f  t h e  B o a r d  o f  P u b l i c  Works, I n  Sep tember  1979,  t h e  
A u t h o r i t y  a d o p t e d  a  r e s o l u t i o n  t r a n s f e r r i n g  $ 1 3  m i l l i o n  t o  t h e  
T r u s t  Fund. A n o t h e r  610 m i l l i o n  was t r a n s f e r r e d  i n  1981 a n d  
a d d i t i o n a l  r e q u e s t s  w i l l  b e  f o r t h  c o m i n g  i n  s u b s e q u e n t  y e a r s .  1/ 

The p r a c t i c e  o f  u s i n g  r o a d - u s e r  t a x e s  t o  s u b s i d i z e  t r a n s i t  
o p e r a t i o n s  and  c a p i t a l  d e v e l o p m e n t  i s  a l s o  e x p e c t e d  t o  c o n t i n u e .  
S t a t e  r e p o r t s  i n d i c a t e  t h a t  mass t r a n s i t  o p e r a t i o n s  w i l l  r e q u i r e  

I s u b s t a n t i a l  a n n u a l  s u b s i d i e s  f r o m  t h e  T r u s t  Fund, and  t h e  c a p i t a l  
I p r o g r a m  a n t i c i p a t e s  mass t r a n s i t  commanding o n e - t h i r d  o f  a l l  

c a p i t a l  o u t l a y s  f o r  t h e  p e r i o d  1980 t o  1985.  F u t u r e  mass 
t r a n s p o r t a t i o n  c a p i t a l  i n v e s t m e n t s  p a y a b l e  f r o m  S t a t e  r e v e n u e s ,  
n e a r l y  $ 1  b i l l i o n ,  w i l l  b e  d e r i v e d  c h i e f l y  f r o m  r o a d - u s e r  
c h a r g e s .  

I n  s h o r t ?  M a r y l a n d  t r a n s p o r t a t i o n  f u n d i n g  h a s  b e e n  u n i f i e d  u n d e r  
one fund .  P r e s e n t l y ,  r o a d - u s e r  r e v e n u e  a c c o u n t s  f o r  t h e  m a j o r  
s h a r e  o f  income, w h i c h  t r a n s l a t e s  i n t o  s u b s i d i z a t i o n  o f  n o n h i g h w a y  
modes--namely mass t r a n s i t .  The S t a t e  b r o a d e n e d  t h i s  p r a c t i c e  b y  
d r a w i n g  upon s u r p l u s  h i g h w a y  t o l l  r e v e n u e  f rom u s e r s  o f  t h e  J o h n  F, 
Kennedy Exp ressway  ( 1 - 9 5 ) .  

The T r a n s p o r t a t i o n  Fund r e c e i v e s  n o n u s e r  s u p p o r t  i n  t h e  f o r m  o f  
c o r p o r a t e  income t a x  r e v e n u e .  F o r  19799 t h 4  income t a x  s h a r e  o f  
t o t a l  T r u s t  Fund r e v e n u e  was l e s s  t h a t  5 p e r c e n t ?  up f r o m  
3.7 p e r c e n t  i n  FY 1975.  I n  t h e  f u t u r e ,  t h i s  s o u r c e  c o u l d  i n c r e a s e  
f i v e f o l d  a s  t h e  T r u s t  Fund s h a r e  o f  t h e  t a x  goes  f r o m  
0.75 p e r c e n t  t o  3 . 7 5  p e r c e n t  o f  t h e  7 p e r c e n t  t a x .  T h i s  c o u l d  
s i g n i f i c a n t l y  a l t e r  t h e  g e n e r a l  t a x  s u p p o r t  t o  t h e  T r a n s p o r t a t i o n  
T r u s t .  



M i c h i s a n  

M i c h i g a n  e s t a b l i s h e d  a  s e p a r a t e  t r u s t  f u n d  f o r  
g e n e r a l  t r a n s p o r t a t i o n  p r o g r a m s  t h a t  i s  i n  a d d i t i o n  t o  t h e  
h i g h w a y  t r u s t  f u n d .  The g e n e r a l  t r a n s p o r t a t i o n  fund,  i .e . ,  t h e  

r e h e n s i v e  T r a n s p o r t a t i o n  Fund (CTFI, p r i m a r i l y  s u p p o r t s  
i g h w a y  p r o g r a m s .  However,  i t  i s  e n t i t l e d  t o  a  s t a t u t o r y  
e  o f  e x i s t i n g  r o a d - u s e r  t a x  r e v e n u e ,  and more i m p o r t a n t l y ,  i t  

s a c l a i m  o n  an  i m p o r t a n t  p o t e n t i a l  s o u r c e  o f  a d d i t i o n a l  
ghway r e v e n u e .  2r 

L i k e  mos t  S t a t e s ,  M i c h i g a n  d e p o s i t s  i t s  r o a d - u s e r  t a x e s  ( m o t o r  
f u e l ,  m o t o r  v e h i c l e  and  r e l a t e d  t a x e s  and f e e s )  i n t o  a h i g h w a y  
t r u s t  f u n d .  I n  t h i s  case,  t h e  f u n d  i s  t h e  M i c h i g a n  

n s p o r t a t i o n  Fund.  These m o n i e s  a r e  a p p o r t i o n e d  t o  S t a t e  
grams (46 .7  p e r c e n t ) ,  t o  c o u n t i e s  ( 3 4 . 3  p e r c e n t ) ,  and  t o  

e s  119 p e r c e n t ) .  The l a t t e r  amoun ts  t o  c o u n t i e s  and c i t i e s  must  
b e  used  e x c l u s i v e l y  f o r  r o a d s  and  s t r e e t s .  Howe:verr t h e  p o r t i o n  
r e t a i n e d  b y  t h e  S t a t e  ( t h e  46.7 p e r c e n t  s h a r e )  i b  d i v i d e d  
b e t w e e n  h i g h w a y  p r o g r a m s  (82 .22 p e r c e n t  i s  p a i d  , i n t o  t h e  
S t a t e  T r u n k  L i n e  Fund)  and  o t h e r  t r a n s p o r t a t i o n  p r o g r a m s  (17 .78  p e r c e n t  
i s  p a i d  i n t o  t h e  Comprehens ive  T r a n s p o r t a t i o n  Fund) .  

The a l l o c a t i o n  o f  r o a d - u s e r  r e v e n u e  t o  t h e  Comprphens ive  
T r a n s p o r t a t i o n  Fund amounted t o  $58.7 m i l l i o n  f o f  F Y  1979.  The 
o t h e r  q u a s i - h i g h w a y  r e v e n u e  t a x  s o u r c e  e a r m a r k e d  f o r  t h i s  Qund 
i s  t h e  s a l e s  t a x  o n  p u r c h a s e s  o f  m o t o r  f u e l  a n d , m o t o r  v e h i c l e s ,  
p a r t s ,  and  a c c e s s o r i e s .  The S t a t e  l e v i e s  a  4 - p d r c e n t  s a l e s  t a x  
on  h i g h w a y  m o t o r  f u e l ,  v e h i c l e s ,  e t c . ,  and t h e  r e v e n u e  i s  
d i s t r i b u t e d  60 p e r c e n t  t o  s c h o o l s ,  1 5  p e r c e n t  t o  c o u n t i e s ,  a n d  
t h e  r e m a i n i n g  25 p e r c e n t  i s  d i v i d e d  b e t w e e n  t h e  S t a t e  g e n e r a l  
f u n d  and  t h e  CTF. The p o r t i o n  d e p o s i t e d  i n  CTF was i n i t i a l l y  s e t  
a t  2 4 . 3  p e r c e n t  ( f o r  FY 19791,  b u t  w i l l  i n c r e a s s  i n c r e m e n t a l l y  t o  
27.9 p e r c e n t  by  1982.  F o r  FY 1979,  t h i s  s h a r e  Amounted t o  
$ 2 2 . 5  m i l l i o n .  O t h e r  t a x e s  e a r m a r k e d  f a r  t h e  f u n d  a r e  a i r c r a f t  f u e l  

a x e s  and  c e r t a i n  a v i a t i o n  f e e s  and r e v e n u e s  a m o u n t i n g  t o  $5.5 m i l l i o n  
o r  FY 1979.  I n  sum, M i c h i g a n  h i g h w a y  u s e r s  c o n t r i b u t e d  more 
han $81 m i l l i o n  i n  FY 1979 t o  p r o g r a m s  w h i c h  do n o t  

d i r e c t l y  a i d  h i g h w a y s .  

I n  a d d i t i o n  t o  t h e  d i v e r s i o n  o f  a  p o r t i o n  o f  e x i s t i n g  S t a t e  
r o a d - u s e r  t a x e s  and p o t e n t i a l  s u p p l e m e n t a r y  r o a d  t a x e s  t o  
n o n h i g h w a y  p r o g r a m s ,  M i c h i g a n  c o l l e c t s  t a x e s  on r o a d  u s e r s  f o r  
r e g i o n a l  t r a n s p o r t a t i o n  a u t h o r i t i e s .  F o r  t h e  a r e a  s e r v e d  b y  t h e  
S o u t h e a s t e r n  M i c h i g a n  T r a n s p o r t a t i o n  A u t h o r i t y  ( c o u n t i e s  o f  
Wayne, Oak land ,  and  Macombl,  t h e  S t a t e  c o l l e c t s  an  a d d i t i o n a l  
$2 .50  p e r  m o t o r - v e h i c l e  r e g i s t r a t i o n  and a $ 6  p e r  m o t o r - v e h i c l e  
t i t l e  t r a n s f e r ,  These amount t o  $ 1 3  m i l l i o n  p e r  y e a r  and a r e  
p a i d  t o  t h e  a u t h o r i t y  a s  a  s u b s i d y  f o r  mass t r a n s p o r t a t i o n .  

New Y o r k  S t a t e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  c o n d u c t s  mass 
t r a n s i t  c a p i t a l  and  o p e r a t i n g  a s s i s t a n c e  p r o g r a m s  p a y a b l e  f r o m  
S t a t e  g e n e r a l  r e v e n u e s .  The c a p i t a l  p r o g r a m  amounted t o  
$5.8 m i l l i o n  f o r  1979 and  was p a i d  f r o m  t h e  S t a t e  C a p i t a l  C o n s t r u c t i o n  
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Fund.  Mass t r a n s i t  o p e r a t i n g  a s s i s t a n c e  ( $ 1 3 7  m i l l i o n  f o r  1 9 7 9 )  
was p a i d  f r o m  t h e  S t a t e  L o c a l  A s s i s t a n c e  Fund.  These S t a t e  
m o n i e s  r e p r e s e n t  t h e  l o c a l  s h a r e  o f  F e d e r a l  g r a n t s  and were  p a i d  
t o  l o c a l  t r a n s i t  o p e r a t o r s .  

Augmen t ing  S t a t e  DOT p r o g r a m s  f o r  mass t r a n s i t  i s  t h e  u s e  o f  
s u r p l u s  t o l l  r e v e n u e  t o  c o v e r  t r a n s i t  o p e r a t i n g  d e f i c i t s ,  The 
p r a c t i c e  i s  p a r t i c u l a r l y  e v i d e n t  i n  t h e  New Y o r k  C i t y  
a rea - -name ly  b y  t h e  P o r t  A u t h o r i t y  o f  New Y o r k  a n d  New J e r s e y  and  
t h e  M e t r o p o l i t a n  T r a n s p o r t a t i o n  A u t h o r i t y .  These a g e n c i e s  have  
d i v e r t e d  m o t o r - v e h i c l e  t o l l  r e v e n u e  t o  d e f i c i t  o p e r a t i o n s  o f  t h e  
a u t h o r i t i e s  f o r  many y e a r s ,  and  i n d e e d ,  t h e  a u t h o r i t i e s  h a v e  
became accus tomed  t o  d r a w i n g  upon t h e s e  r e v e n u e s  t o  c o v e r  

C s h o r t f a l l s  f r o m  t h e  p u b l i c  t r a n s p o r t a t i o n  f a r e b o x .  A l t h o u g h  
t h e s e  a g e n c i e s  a r e  o n l y  a c t i v e  i n  one l o c a l e - - t h a t  i s ,  t h e y  do n o t  
o p e r a t e  s t a t e w i d e - - t h e y  a r e  c r e a t u r e s  o f  t h e  S t a t e ,  and  a s  such ,  
a r e  an  i n t e g r a l  p a r t  o f  t h e  S t a t e  s t r a t e g y  f o r  f u n d i n g  p u b l i c  

L t r a n s p o r t a t i o n .  31 

G ~ u t h o r i t v .  The A u t h o r i t y  o p e r a t e s  
m u l t i m o d a l  t r a n s p o r t a t i o n  f a c i l i t i e s  ( a i r ,  h i g h w a y ,  a n d  mass t r a n s i t )  
a l o n g  w i t h  t h e  W o r l d  T r a d e  C e n t e r ,  p o r t  commerce f a c i l i t i e s ,  The 
A u t h o r i t y  d o e s  n o t  have  power  t o  l e v y  t a x e s  b u t  d e r i v e s  i t s  income 
f rom t o l l s ,  r e n t s ,  f a r e s ,  e t c . ,  f r o m  b r i d g e s ,  t u n n e l s ,  a i r p o r t s ,  
t e r m i n a l s ,  W o r l d  T r a d e  C e n t e r ,  commuter  r a i l r o a d s ,  and  o t h e r  
p r o p e r t i e s .  T o l l  f a c i l i t i e s  o p e r a t e d  b y  t h e  A u t h o r i t y  i n c l u d e  
t h e  George W a s h i n g t o n  and  S t a t e n  I s l a n d  B r i d g e s  and  t h e  H o l l a n d  and 
L i n c o l n  T u n n e l s .  Mass t r a n s i t  f a c i l i t i e s  i n c l u d e  t h e  Hudson Tubes 
f a c i l i t y ,  PATH f a c i l i t i e s ,  r a i l  t r a n s i t  sys tems ,  and  o t h e r  
commuter r a i l  s e r v i c e s .  I t  i s  e s t i m a t e d  t h a t  o p e r a t i o n  o f  
t h e  t r a n s i t  f a c i l i t i e s  r e s u l t e d  i n  d e f i c i t s  o f  $27.4  m i l l i o n  
I n  1975, $29 .5  m i l l i o n  i n  1977, and $ 3 6 . 3  m i l l i o n  i n  1978.  F o r  1979,  
P o r t  A u t h o r i t y  t o l l  c r o s s i n g s  e a r n e d  an e s t i m a t e d  $144  m i l l i o n ,  A f t e r  
d e d u c t i n g  t o l l  c r o s s i n g  o p e r a t i o n  c a s t s ,  i t s  p r o r a t a  s h a r e  o f  d e b t  
s e r v i c e ,  8 5 4  m i l l i o n  i n  s u r p l u s  b r i d g e  and  t u n n e l  t o l l s  were  
d i v e r t e d  t o  c o v e r  mass t r a n s i t  o p e r a t i n g  d e f i c i t s .  F o r  1980,  t h e  
c o m p a r a b l e  t r a n s f e r  was $52  m i l l i o n .  4/ 

H e t r o o o l i t a n  T r a n s ~ o r t a t i o n  A u t h o r i t v  (MTA). The MTA was c r e a t e d  
i n  1965 t o  c o n t i n u e ,  d e v e l o p ,  and i m p r o v e  mass t r a n s p o r t a t i o n  i n  
New Y o r k  C i t y  and e n v i r o n s .  S e v e r a l  l o c a l  t r a n s i t  a u t h o r i t i e s  
and t h e  T r i b o r o u g h  B r i d g e  A u t h o r i t y  were  c o n s o l i d a t e d  u n d e r  t h e  MTA, 
I n c l u d e d  a l s o  were  p u r c h a s e s  o f  t h e  Long I s l a n d  R a i l  Road a n d  t h e  
commuter  p o r t i o n  o f  P e n n / C e n t r a l  R a i l r o a d .  C u r r e n t l y ,  C o n r a i l  
o p e r a t e s  t h e s e  f a c i l i t i e s  and t h e  A u t h o r i t y  assumes t h e  d e f i c i t s  
f r o m  o p e r a t i o n s .  

The T r i b o r o u g h  B r i d g e  and T u n n e l  A u t h o r i t y  (TBTAI  has  
j u r i s i d i c t i o n  o v e r  t o l l  b r i d g e s ,  t u n n e l s ,  p a r k i n g  g a r a g e s ,  a n d  
o t h e r  f a c i l i t i e s ,  31 The a u t h o r i t y  has  no t a x i n g  power  and  m u s t  
r e l y  o n  t o l l s  and o t h e r  c h a r g e s  f o r  r e v e n u e .  I n  1968,  t h e  MTA 
assumed c o n t r o l  o f  TBTA t o  i m p l e m e n t  i t s  u n i f i e d  mass t r a n s i t  
p o l i c y .  I n  d o i n g  S O ,  a u t h o r i t y  s u r p l u s  m o n i e s  ( o n  h a n d )  and  
f u t u r e  o p e r a t i n g  s u r p l u s e s  w o u l d  b e  a p p l i e d  t o  o t h e r  MTA 
o p e r a t i o n s ,  n a m e l y  t o  c o v e r  t r a n s i t  o p e r a t i n g  d e f i c i t s .  As o f  
F e b r u a r y  28, 1981, t h e  TBTA t r a n s f e r r e d  $ 1 6 3  m i l l i o n  t o  t r a n s i t  



operations for FY 1981. Since 1 9 6 8 *  a total of $1.1 billion in 
toll surpluses have been applied t o  transit deficits. $/ 

Recent New York Action. More recently, in an effort t o  gain a - 
secure and predictable source o f  funding for mass 
transportation, New York State legislation has been approved that 
would levy a series of new taxes for mass transit . Specifically, 
beginning in 1981, the following taxes: ( 1 )  t h e  increased State sales 
and use t a x r  ( 2 )  an additional franchise tax was levied on oil 
companies* and ( 3 )  a gross earnings tax on transportation and 
transmission corporations, and other taxes, were assigned t o  
mass transportation. I/ 

In sum, New York State participates in local mess transit capital 
and operating programs. Until recently, State monies came from 
general revenues. The State now has specific funding for mass 
transportation, which, in part, i s  derived from road users. In 
addition, the State has not been reluctant to directly charge 7 

highway users part of the transit cost. In New York City, more 
than $200 million a year in surplus toll revenue is used t o  cover 
transit deficits. 

The Washinston State Role in Rural Public Transit 

The notian of public transit commonly envisions large-scale* 
hesvy rail systems found in the largest cities. Of late, public 
transit has spread t o  rural areas a s  well, and States are 
becoming increasingly active in the financing of these services. 
An example of nonurban public transit is underway in the State of 
Washington. .El/ 

The dominant transit system in the State of Washington is t h e  
Seattle Metro? whose fleet 09 more than 1,000 buses and trackless 
trolleys carried 7 0  million passengers in 1980. But throughout 
t h e  State, public transit i s  also found in many rural settings. 
Although it is observed that the county-operated buses have not 
replaced the pickup truck as the principal means o f  
transportation in Washington's rural counties, public transit i s  
becoming an important addition to t h e  way people live and travel. 

Nonurban transit i s  possible thanks t o  a blend o f  State, Federal, 
and local financing. Public transit is heavily dependent upon 
subsidies which requires a partnership that pledges State and 
local revenue (along with Federal aid). The first element of 
financial support is the authority t o  levy a local sales tax of 
up t o  three-tenths o f  1 percent. S e c o n d p  t h e  State permits 
localities t o  retain one-half o f  t h e  State Motor Vehicle Excise 
Tax collected in the jurisdiction if it can match the sum with 
its own funds. This i s  where the first element comes in, i.e., 
the sales tax is the qualifying match, In 19807 the State Motor 
Vehicle Excise Tax provided $32.3 million for public transit in 
Washington. The bulk of t h e  money ($21.8 million) went to 
Seattle Metro. The Tacoma (a county operation) and Spokane 
systems took another $6 million with the remainder distributed 
among the smaller systems (maybe 1 5 )  around the State. 



The State's contribution in the form o f  shared road-user tax 
revenues is another way in which States are involved and i s  an 
example o f  cross-subsidization whereby t h e  highway user aids 
transit, The State Motor Vehicle Excise Tax, an in lieu o f  a 
property tax on motor vehicles, provides the continuing State 
aid. For the most part, road-user charges are earmarked for 
highway purposes in Washington; however, t h e  Motor Vehicle Excise 
Tax ( 2  percent o f  value) is used for general purposes. The State 
authorizes local entities t o  credit one-half o f  t h e  State's 
2 percent excise tax collected from its residents for public 
transit usage. The remainder is earmarked for local police and 
fire protection, State school equalization funds, and Puget Sound 
capitalizations. Any residue goes t o  general State purposes. 

The Hiahway To11 Revenue Diversion Issue 

The first few months o f  1981 witnessed a renewal o f  the 
philosophical debate over who should pay for mass 
transportation. g/ The location of the contest was the meeting 
room of the Delaware River Port Authority IDRPAI. 

The philosophical debate involves t h e  issue o f  motorists 
subsidizing mass transit. The highway bridges 4/ constructed by 
DRPA were financed from bond proceeds which are being paid o f f  by 
toll charges levied against motorists. This simple arrangement, 
repeated numerous times across the country and the world, becomes 
clouded when authorities decided t o  fund nonhighway facilities 
from bridge tolls. In this case, it was the Lindenwold Transit 
L i n e .  Funds t o  build the line came from DRPA reserves and t h e  
rerunding o f  outstanding bonds. In addition, t h e  DRPA has agreed 
t o  cover operating costs not met b y  fares. The bottom line i s  
that motorist tolls must cover capital and operating deficits 
attributable to mass transit operation. 

The exchange was prompted by plans that extend DRPA mass 
transit lines in New Jersey. The plan would involve capital 
funding and, more importantly, additional operating subsidies. 
Motorist labbyists in the area steadfastly maintain that the 
farebax should cover all transit operating costs. They argue 

A t hat if subsidies are in order, the State should pravide t h e  
money--not the motorist through bridge tolls. 

The issue of State aid for mass transit was raised repeatedly 
during the debate. According t o  the authority, State 
transportation officials believe that t h e  20 percent matching 
funds (for UMTA capital projects) should come from bridge tolls. 
Authority spokesmen counter that New Jersey pays the local share 
of other transit projects and should not make t h e  DRPA an 
exception. On the other hand, State officials are reluctant 
to force fare increases, if by s o  doing, would mean Sewer riders 
and more auto travel. 



Sumnarv 

This chapter illustrates how several States are financially 
involved in the provision and operation o f  public transportation. 
For the most part? States leave the opera%ion o f  the larger urban 
systems to regional entities. States part'icipate financially in 
these activities as well as filling a more active role in certain 
rural operations. Public transportation h4as a claim on a variety 
o f  State revenue sources, According t o  T;iible SMT for 1980 (see 
Appendix C ) ,  highway-user tax revenue contributed $662 million to 
public transit in 1980. The remainins State funds came from road 
and bridge tolls ($78 million), general funds ( $ 4 2 3  millionlr and 
miscellaneous receipts ($90 million), totaling $1.25 billion, 
The State involvement in public transportation could become 
h e a v i e r  i f  the espoused Federal policy of reduced aid for public 
transit is realized. 

I /  Official statements o f  the Department o f  Transportation o f  - 
Maryland, dated November 7 ,  1979 (relates to the $ 4 5  million 
Consolidated Transportation Bonds, Series 1979). 

2/ The Official Statement for the State o f  Michigan, $106,250,000 - 
Comprehensive Transportation Bonds, 1979 Series A ?  December 12, 
1 9.79 . 
3/ k o d v ' s  M u n i c i ~ a l  and Government Manual, - 19809 Moody's 
Investors Service, Inc? New York, 1980. 

4/ Table SF-4B, Hiqhwav Statistics, 1979 qnd - 
1980, F H W A  1 

! 
5/ Bridges include the Bronx, Henry Hudson, Throgsneck, - 
Verrazano-Narrows and the Midtown and 1 3 r o o k i y n - ~ a t t e r ~  Tunnels. 

&/ Tallwavs, IBTTAt March 1981. 

7/ State T a x  Review, Commerce Clearing tioJse. Chicago, I1l.r - 
July 14, 1981. 

j 
8 /  Excerpted from Mass Transit, C. Carroll/ Carter, January 1981, - 
Val. VIIT, Washington, D.C. 

9 /  Walt Whitman, Ben Franklin, Betsy Ross and Commodore Perry - 
Bridges. 



C h a p t e r  5 

SUMMARY AND CC 

S t a t e  H i s h w a v  F i n a n c e  Summarv 

The 1 9 8 1  n a t i o n a l  h i g h w a y  n e e d s  r e p o r t  I/ d e s c r i b e s  t h e  f i s c a l  
a n d  p h y s i c a l  c o n d i t i o n  o f  t h e  N a t i o n ' s  h i g h w a y s .  I n  f a c t ,  t h e  
l a s t  t w o  r e p o r t s ,  1 9 7 7  a n d  1981 ,  s t a t e  t h a t  h i g h w a y  c a p i t a l  
o u t l a y  h a s  b e e n  d e c l i n i n g  r e l a t i v e  t o  t h e  c o l l e c t i v e  h i g h w a y  
p r o g r a m .  T h i s  t r e n d  c o n t i n u e d  u n t i l  1 9 8 0  when a n  a b n o r m a l l y  h i g h  
F e d e r a l  p a y m e n t  c a u s e d  t h e  c a p i t a l  i n v e s t m e n t  s h a r e  o f  t o t a l  
e x p e n d i t u r e s  t o  s p u r t  u p w a r d .  T h i s  i s  t e m p o r a r y ,  h o w e v e r ,  a s  t h e  
t r e n d l i n e  i s  e x p e c t e d  t o  r esume  i t s  f o r m e r  p o s t u r e .  N o n c a p i t a l  
c o s t s ,  l e d  p r i m a r i l y  b y  h i g h w a y  m a i n t e n a n c e ,  command o v e r  h a l f  o f  * 
a l l  h i g h w a y  d o l l a r s ,  a n d  i t  i s  u n l i k e l y  t h a t  t h i s  t r e n d  w i l l  
c h a n g e  i n  t h e  n e a r  f u t u r e - - u n l e s s  s i g n i f i c a n t  c h a n g e s  o c c u r  i n  
S t a t e  h i g h n a y  f i n a n c i n g .  

I n f l a t i o n  i n  h i g h w a y  c o n s t r u c t i o n  h a s  d r a s t i c a l l y  r e d u c e d  r e a l  
i n v e s t m e n t  i n  r e c e n t  y e a r s .  M a i n t e n a n c e  p ~ i c e s  h a v e  a l s o  
i n c r e a s e d ,  y e t  u n l i k e  c o n s t r u c t i o n  p r o g r a m s ,  m a i n t e n a n c e  
e x p e n d i t u r e s  h a v e  i n c r e a s e d  s u f f i c i e n t l y  t o  o f f s e t  i n f l a t i o n .  
The a p p a r e n t  p r i o r i t y  g i v e n  m a i n t e n a n c e  n e e d s  a n d  t h e  demands o f  
o t h e r  n o n c a p i t a l  f u n c t i o n s  h a v e  a b s o r b e d  n e a r l y  a l l  i n c r e a s e s  i n  
a v a i l a b l e  r e v e n u e .  Thus ,  w i t h o u t  a  s i g n i f i c a n t  i n c r e a s e  o f  new 
money o r  i n c r e a s e d  economy a n d  p r o d u c t i v i t y  i n  h i g h w a y  p r o g r a m s ,  
S t a t e  h i g h w a y  i n v e s t m e n t  i n  t h e  a g g r e g a t e  w i l l  f a l l  f u r t h e r  
b e h i n d  i n  t h e  1 9 8 0 ' s .  % 

M o t o r - f u e l  t a x  r e v e n u e  h a s  b e e n  t h e  k e y s t o n e  t o  S t a t e  h i g h w a y  
f i n a n c e .  T h i s  r e m a i n s  t r u e ,  a l t h o u g h  c e r t a i n  s h i f t s  a r e  i n  
e v i d e n c e .  E a r l y  i n  t h e  1970qsr m o t o r - f u e l  t a x  r e v e n u e  s u p p l i e d  
6 3  p e r c e n t  o f  a l l  S t a t e - u s e r  t a x  r e v e n u e  a n d  56 p e r c e n t  o f  t o t a l  
S t a t e - t a x  r e v e n u e  f o r  h i g h w a y s .  B u t  t o d a y ,  i n c r e a s e d  o i l  p r i c e s  
a n d  c h a n g e s  i n  c o n s u m e r  p r e f e r e n c e  h a v e  p r o p e l l e d  o t h e r  t a x  

5 s o u r c e s  i n t o  m o r e  p r o m i n e n t  r o l e s .  F o r  1980,  m o t o r - f u e l  t a x  
r e v e n u e s  d r o p p e d  t o  55 p e r c e n t  o f  t o t a l  h i g h w a y - u s e r  r e v e n u e  
c o l l e c t e d  b y  t h e  S t a t e s .  The b a l a n c e  o f  r o a d - u s e r  t a x  r e v e n u e  
comes f r o m  m o t o r - v e h i c l e  a n d  m o t o r - c a r r i e r  t a x a t i o n .  F o r  1980 ,  
t h e s e  s o u r c e s  g e n e r a t e d  $7 .6  b i l l i o n  o r  a  g a i n  o f  1 0 0  p e r c e n t  
s i n c e  1970 ,  w h e r e a s ,  m o t o r - f u e l  t a x  r e c e i p t s  i n c r e a s e d  b y  o n l y  
$ 3  b i l l i o n  o r  47 p e r c e n t .  M o t o r - v e h i c l e  r e v e n u e  g r o w t h  i s  due t o  
t h e  u n i n t e r r u p t e d  e x p a n s i o n  o f  r e g i s t r a t i o n s  and t h e  a d  v a l o r e m  
n a t u r e  o f  c e r t a i n  f e e s .  

The Case  f o r  M o t o r - F u e l  Tax I n d e x i n q  

Ove r  t h e  l o n g  t e r m ,  t h e  w e i g h t e d  a v e r a g e  S t a t e  m o t o r - f u e l  t a x  
r a t e  f o r  t h e  N a t i o n  i n c r e a s e d  b y  1  c e n t  a  d e c a d e .  T h e r e f o r e ,  f o r  
t h e  m o s t  p a r t ,  i n c r e a s e d  r e v e n u e  h a s  b e e n  a c h i e v e d  t h r o u g h  
i n c r e a s e d  m o t o r - f u e l  c o n s u m p t i o n .  B a s e d  o n  T a b l e  5-1 d a t a ,  
m o t o r - f u e l  c o n s u m p t i o n  d e c l i n e d  b y  7 b i l l i o n  g a l l o n s  i n  1 9 8 0  
( 5 . 6  p e r c e n t ) .  C o n s e q u e n t l y ,  t o  r e a l i z e  t h e  same 1 9 7 9  r e a l  d o l l a r s  
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f o r  h i g h w a y s  i n  1980,  t h e  a v e r a g e  S t a t e  t a x  r a t e  f o r  t h e  N a t i o n  
mus t  a t  l e a s t  m a t c h  t h e  i n . f l a t i o n  r a t e .  l r l i t h  1 9 8 0 ' s  i n f l a t i o n  
r a t e  a r o u n d  1 4  p e r c e n t ,  t h e  a v e r a g e  S t a t e  t a x  must  i n c r e a s e  b y  a t  
l e a s t  1  c e n t  a  g a l l o n  t o  k e e p  p a c e .  O b v i o u s L y r  t h e  h i s t o r i c  
p a t t e r n  o f  a v e r a g i n g  1  c e n t  p e r  decade  w i l l  n o t  d o .  W i t h o u t  a n  
a u t o m a t i c  a d j u s t m e n t  mechanism, S t a t e  h i g h w a y  o f f i c i a l s  m u s t  
r e t u r n  t o  t h e  l e g i s l a t u r e  e v e r y  y e a r  t o  o b t a i n  a n  i n c r e a s e  i n  t h e  
S t a t e  m o t o r - f u e l  t a x  r a t e  j u s t  t o  s t a y  e v e n  w i t h  i n f l a t i o n .  
Thus,  t h e  a d v a n t a g e s  o f  an  a u t o m a t i c  r a t e  a d j u s t m e n t  s y s t e m  
become p e r s u a s i v e  and  c o m p e l l i n g .  

M o t o r - V e h i c l e  Ad V a l o r e m  T a x a t i o n  

T o t a l  S t a t e  m o t o r - v e h i c l e  " r e g i s t r a t i o n "  r e v e n u e  r e c o r d e d  a  
h e a l t h y  i n c r e a s e  d u r i n g  t h e  l a s t  decade  f r o m  $ 2 . 9  b i l l i o n  i n  1970  
t o  $ 5 . 2  b i l l i o n  f o r  1980--a g a i n  o f  8 0  p e r c e n t  a s  shown o n  
Tab16 5-2 .  However,  c e r t a i n  a d  v a l o r e m  f e e s  g rew much f a s t e r .  
S p e c i a l  t i t l i n g  t a x  revenue--much l i k e  t h e  S t a t e  s a l e s  t a x  as  i t  
i s  b a s e d  on  a p e r c e n t a g e  o f  t h e  p u r c h a s e  p r i c e - - i n c r e a s e d  f r o m  
$ 2 2 6  m i l l i o n  t o  8795 m i l l i o n  f o r  t h e  10  S t a t e s  r e p o r t i n g  t i t l i n g  
f e e s  i n  1 9 8 0 .  T h a t  e q u a l s  a  2 5 2 - p e r c e n t  g a i n  w h i l e  r e v e n u e  f r o m  
m o t o r - v e h i c l e  r e g i s t r a t i o n  f e e s  i n c r e a s e d  b y  80  p e r c e n t .  F o r  t h e  
mos t  p a r t ,  S t a t e s  c l a s s i f y i n g  t i t l i n g  t a x e s  a s  h i g h w a y - u s e r  r e v e n u e  
r e p o r t  t h a t  t h e  r e v e n u e  a c c o u n t s  f o r  a  s u b s t a n t i a l  p r o p o r t i o n  o f  
t o t a l  m o t o r - v e h i c l e  r e v e n u e .  I n d e e d *  t h e y  a c c o u n t  f o r  a  
s i g n i f i c a n t  s h a r e  o f  t o t a l  h i g h w a y - u s e r  r e v e n u e .  D a t a  on  T a b l e  5-2 
i n d i c a t e  t h a t  w i t h  one e x c e p t i o n ,  t h e  t i t l i n g  t a x  a c c o u n t s  
f o r  o n e - f o u r t h  t o  o v e r  o n e - h a l f  o f  a l l  m o t o r - v e h i c l e  r e v e n u e ,  
a v e r a g i n g  48.5 p e r c e n t  f o r  t h e  1 0  S t a t e s .  M o r e o v e r ,  t h e s e  
t i t l i n g  t a x e s  have  o u t p a c e d  p r i c e  i n c r e a s e s  i n  h i g h w a y  
c o n s t r u c t i o n  and  m a i n t e n a n c e .  From t h e  d a t a  
p r e s e n t e d  o r  r e f e r e n c e d  i n  t h i s  r e p o r t ,  t h e  f o l l o w i n g  changes  
i n  k e y  i n d i c e s  o c c u r r e d :  

FHWA B i d  P r i c e  I n d e x  wen t  up 2.76 t i m e s ,  1970-1980 
M a i n t e n a n c e  I n d e x  wen t  up 2.31 t i m e r ,  1970-1980 t 

M o t o r - V e h i c l e  R e g i s t r a t i o n  Revenue wen t  up ,1.79 t i m e s ,  1970-1980 
M o t o r - V e h i c l e  T i t l i n g  Revenue wen t  up  3 .52  / t i m e s ,  1970-1980 

C l e a r l y ,  o n l y  m o t o r - v e h i c l e  t i t l i n g  r e v e n u e  k e p t  p a c e  w i t h  
i n f l a t i o n ,  and i n  f a c t ,  exceeded  t h e  r i s e  in '  t h e  k e y  p r i c e  
i n d i c e s  a f f e c t i n g  h i g h w a y s .  I 

C o n c l u s i o n  

S t a t e  h i g h w a y  f i n a n c e  i s  c l o s e l y  t i e d  and  i d e n t i f i e d  w i t h  m o t o r -  
f u e l  t a x a t  i o n .  ~ l t h o u g h  m o t o r - f u e l  r e v e n u e  b t i  11 s u p p l i e s  o v e r  
h a l f  o f  a l l  S t a t e - u s e r  r e v e n u e ,  i t s  c o n t r i b u k i o n  has  s t e a d i l y  

I s l i p p e d  o v e r  t h e  l a s t  decade .  The f o r e g o i n g , a n a l y s i s  s u g g e s t s  
t h a t  t h e  t r a d i t i o n a l  me thod  o f  a d j u s t i n g  m o t b r - f u e l  t a x  r a t e s  i s  
a n t i q u a t e d ,  g i v e n  t o d a y ' s  h i g h  i n f l a t i o n  a n d ' t h e  m o t o r - f u e l  
c o n s u m p t i o n  o u t l o o k .  F u t u r e  a d d i t i o n a l  mots,-fuel 1 t a x  r e v e n u e  
w i l l  b e  d e r i v e d  s o l e l y  f r o m  i n c r e a s e d  t a x  r a t e s .  The a n a l y s i s  o f  
m o t o r - v e h i c l e  t a x  r e v e n u e  s u p p o r t s  t h e  use  o k  t a x  d e v i c e s  t h a t  
a r e  s e n s i t i v e  t o  p r i c e  changes.  T h e r e f o r e ,  i n d e x i n g  m o t o r - f u e l  
t a x  r a t e s  t o  t h e  a p p r o p r i a t e  p r i c e  v a r i a b l e  w o u l d  a c c o m p l i s h  t h e  
g o a l  o f  c o o r d i n a t i n g  t a x  r e v e n u e  w i t h  h i g h w a y  c o s t s .  M o r e o v e r ,  



i n  o r d e r  t o  m a i n t a i n  [ o r  r e s t o r e )  p a r i t y  i n  r o a d - u s e  t a x a t i o n  
bu rdens - -assuming  1 9 7 0  r e p r e s e n t e d  an  e q u i t a b l e  b a l a n c e  i n  
h i g h w a y  c o s t  a l l o c a t i o n - - a n  i m m e d i a t e  r a t e  a d j u s t m e n t  i s  r e q u i r e d  
i n  m o t o r - f u e l  t a x a t i o n  t o  r e g a i n  t h e  1970  b a l a n c e .  A/ 

The r e c e n t  p a c e  o f  f u e l  t a x  r a t e  changes  i s   encouraging^ b u t ,  
f o r  t h e  most  p a r t ,  t h e s e  r a t e  i n c r e a s e s  o n l y  t e m p o r a r i l y  
r e s o l v e  t h e  i s s u e .  If h i g h  i n f l a t i o n  p e r s i s t s  and m o t o r - f u e l  
c o n s u m p t i o n  r e m a i n s  s t a t i c ,  o n l y  a n  a u t o m a t i c  t a x  a d j u s t m e n t  
p r o c e s s  w i l l  p r e v e n t  y e a r l y  a p p e a l s  f o r  l e g i s l a t i v e  a c t i o n .  
Today, a d  v a l o r e m  t a x a t i o n  i s  p r o v i n g  more p r o d u c t i v e  a n d  
r e s p o n s i v e  t h a n  u n i t  t a x a t i o n .  I n  f a c t ,  m o t o r - v e h i c l e  t i t l i n g  
t a x e s  have  o u t p a c e d  t h e  k e y  p r i c e  i n d i c e s  a f f e c t i n g  h i g h w a y  
p r p g r a m s .  These d e v e l o p m e n t s  a r e  n o t  g o i n g  u n n o t i c e d  a s  1 0  

& S t a t e s  have,  a t  l e a s t  i n  p a r t ,  c o n v e r t e d  m o t o r - f u e l  t a x e s  t o  
v a r i a b l e  r a t e  mechanisms a n d  5 o t h e r s  have  a s s i g n e d  a  p o r t i o n  o f  
S t a t e  m o t o r - f u e l  s a l e s  t a x  r e c e i p t s  t o  h i g h w a y s .  

* 
M o t o r - f u e l  t a x  i n d e x i n g  seems a p p r o p r i a t e  a t  t h i s  t i m e  s i n c e  
s u b s t a n t i a l  amounts  a r e  r e q u i r e d  t o  mee t  h i g h w a y  n e e d s .  T h i s  i s  
p a r t i c u l a r l y  t r u e  i n  l i g h t  o f  t h e  r e c e n t  i n s t a n c e s  where  h i g h w a y  
r e v e n u e s  a r e  d i v e r t e d  t o  p u b l i c  t r a n s p o r t a t i o n .  Any s u c h  
d i v e r s i o n  o f  r e v e n u e s  w i l l  e x a c e r b a t e  t h e  i s s u e  and i n c r e a s e  t h e  
p r e s s u r e  f o r  h i g h e r  t a x e s .  

The i s s u e  o f  u s e r  v e r s u s  n o n u s e r  t a x a t i o n  f o r  h i g h w a y s  i s  c l o s e l y  
a l l i e d  w i t h  t h e  s u b j e c t  o f  t h i s  r e p o r t .  F o r  i n s t a n c e ,  i t  i s  
a p p a r e n t  t h a t  t h e  i n t e r p r e t a t i o n  o f  t h e  t i t l i n g  t a x  on  m o t o r  
v e h i c l e s  a s  a  u s e r  f e e  r e s t s  o n  n a r r o w  g r o u n d s .  On t h e  s u r f a c e  
t h e s e  l e v i e s  r e s e m b l e  a  g e n e r a l  s a l e s  t a x  o n  a  b r o a d  r a n g e  o f  
c o m m o d i t i e s ,  i n c l u d i n g  a u t o s  and f u e l s .  I t  i s  a p p a r e n t  t h a t  
f u r t h e r  s t u d y  i s  needed  i n  t h e  c l a s s i f i c a t i o n  and  a p p l i c a t i o n  o f  
t h e s e  t a x e s ,  w h i c h  i s  t h e  s u b j e c t  o f  t h e  compan ion  r e p o r t  
p r e p a r e d  b y  N. K e n t  B r a m l e t t ,  t i t l e d  The E v o l u t i o n  o f  t h e  
f i ic ihwav U s e r  C h a r s e  P r i n c i o l e .  

* 

A/ The S t a t u s  o f  t h e  N a t i o n ' s  H iqhwav:  
C o n d i t i a n s  and P e r f o r m a n c e  FHWA, J a n u a r y  1 9 8 1 .  

21 A n o t h e r  a d  v a l o r e m  t a x ,  s i m i l a r  t o  t h e  t i t l i n g  t a x  i s  t h e  
s a l e s  t a x  o n  m o t o r - v e h i c l e  p u r c h a s e s .  These t a x e s  a r e  a p p l i e d  t o  
a b r o a d  s p e c t r u m  o f  c o m m o d i t i e s  i n c l u d i n g  m o t o r  v e h i c l e s ,  b u t  t h e  
r e v e n u e  a t t r i b u t e d  t o  v e h i c l e s  may n o t  be  e a r m a r k e d  f o r  h i g h w a y s .  
The S k a t e s  i d e n t i f i e d  o n  T a b l e  5-3 r e p o r t  m o t o r - v e h i c l e  t i t l i n g  
t a x e s  a s  h i g h w a y - u s e r  r e v e n u e .  However,  s e v e r a l  o t h e r  S t a t e s  
a s s i g n  a  p o r t i o n  o f  t h e i r  m o t o r - v e h i c l e  s a l e s  t a x  r e v e n u e  t o  h i g h w a y s ,  
b u t  t h e y  do  n o t  c o n s i d e r  t h e  l e v i e s  u s e r  c h a r g e s .  Some o f  t h e s e  S t a t e s  
a r e  i d e n t i f i e d  i n  t h e  f o l l o w i n g :  

1 ,  C o l o r a d o  e a r m a r k s  t h e  s a l e s  t a x  r e v e n u e  d e r i v e d  f r o m  m o t o r  
v e h i c l e s  t o  t h e  S t a t e  H ighway  U s e r s  Tax T rend ,  i . e . ,  
7 p e r c e n t  o f  t o t a l  s a l e s  t a x  r e v e n u e .  F o r  1 9 8 0 ,  t h i s  
amounted t o  $ 2 2  m i l l i o n ,  o r  e q u a l  t o  30 p e r c e n t  o f  a l l  
m o t o r - v e h i c l e  r e v e n u e .  



2. Iowa allocates sales tax revenue on motor vehicles t o  
State highways. For 1980, this amounted t o  $50 million or 
equal to 34 percent o f  State motor-vehicle revenue. 

3, Missouri assigns at least one-half o f  the 3 percent sales 
tax on motor vehicles t o  highways, i.e., $35  million for 
1980. 

I 

4. Nebraska and South Dakota assigned these revenues 
t o  highways in 1980, amounting t o  829 million and 
$ 1 1  million, respectively. 

> 

3/ The reader is invited t o  s e e  Appendix B for a more lucid - 
explanation and rationalization o f  this conclusion. The 
discourse is a condensation o f  the opinions expressed by one o f  

- 
t h e  Nation's eminent authorities on highway finance, that is* 
R. M. Zettel, formerly o f  University o f  California, Berkeley. 

2 

! 
I 

-86 -  



TABLE 5-1 

S t a t e  M o t o r - F u e l  Tax Y i e l d ,  1970-1980 

A v e r a g e  M o t o r - F u e l  R e c e i p t s  C o n s t a n t  
Yea r  Tax R a t e  31 C o n s u m p t i o n  ( M i l l i o n s )  D o l l a r s  s/ 

( C e n t s )  h/ ( M i l l i o n s )  

1970  7.01 93.0 $6477  $11 ~ 1 6 7  
1971 7.09 98.1 6901 11,350 
1972  7 . 3 2  105 .7  761 1 11,855 
1 9 7 3  7 .53  1 1 1  .O 8353  11 ,798  
1 9 7 4  7.57 106.1  81 24 8,436 
1975  7 .65  108 .8  8 3 5 3  8 ,638 
1976 7.71 1 1 5 . 7  8891 9 ~ 5 1 9  
1977  7.79 119 .7  931 9  9 ,319 
1978  7.83 125.0  971 6  8,137 
1979 8.01 121 .7  9784  6 861 
1980 8 .24  114.8  9578 5,876 

a ) W e i g h t e d  A v e r a g e  S t a t e  Tax 
b ) B i l l i o n s  o f  g a l l o n s  
c 1 B a s e d  o n  FHWA B i d  P r i c e  I n d e x ,  1977=100  

S o u r c e :  T a b l e s  MF-1 a n d  MF-2, f l iqhwav S t a t i s t i c s ,  A s s o r t e d  Y e a r s .  

TABLE 5-2 

S t a t e  M o t o r - V e h i c l e  Revenue,  1970-1980 

R e g i s t r a t i o n  F e e s  

R e c e i p t s  V e h i c l e s  Fee  P e r  T i t l i n g  T a x e s  
Y e a r  - a/ - a /  V e h i c l e  1/ 

1970 $2872 108 .4  $26.49  $226  
1971 301 0  113.0  26 .64  291 
1972  321 3  118 .8  27.05 368 
1973  345 t 1 2 5 . 7  27.45 431 
1974  3661 129 .9  28.18 41 1  
1 9 7 5  3699 132.9 27 .83  444  
1976 4403 138 .5  30 .64  579 
1977  4426 143.7 30.80 708 
1978  4749 148 .8  31.92 8 2 7  
1979 501 2  151.9 32.99 834 
1980 51 59 155.9  33.09 795  b/ 

a/ I n  m i l l i o n s  

$1 I n c l u d e s  $14.4  m i l l i o n  f o r  D i s t r i c t  o f  C o l u m b i a .  

S o u r c e :  T a b l e s  MV-1  a n d  MV-2, Hishwav S t a t i s t i c s #  A s s o r t e d  Y e a r s ,  

-87- 

-- - 



TABLE 5-3 

S e l e c t e d  M o t o r - V e h i c l e  R e v e n u e s  - 1 9 8 0  
( i n  t h o u s a n d  o f  d o l l a r s )  

T o t a l  T i  t l  i n g  P e r c e n t  T o t a l  P e r c e n t  
M o t o r  T a x e s  T i t l i n g  H i g h w a y -  T i t l i n g  

V e h i c l e  Taxies U s e r  T a x e s  
R e v e n u e  R e v e n u e  

D e l a w a r e  $ 2 4 , 8 6 4  $ 8 , 1 1 6  32.7 S 5 3 9 0 9 0  15.3 
D i s k .  o f  C o l .  2 9 , 6 2 0  1 1 , 4 4 0  38.6 4 6 , 7 0 7  2 4 , 5  

1 5 3 , 1 6 4  8 9 , 0 6 5  58.2 3 4 2  p 7 0 8  26.0 
M a r y l a n d  2 2 1 , 1 2 3  1 2 2 , 2 6 5  5 5 . 3  4 0 7 , 5 9 8  30.0 e 

New M e x i c o  59,371 1 6 , 7 1 9  28.2 1 2 9 ~ 8 7 3  12.9 
N o r t h  D a k o t a  31 8 3 4  2 , 0 0 4  6.3 6 2 , 2 6 3  3.2 

8 0 4 , 6 1 3  4 2 3 , 6 2 2  5 2 + 7  1 , 2 8 2 1 0 5 7  33. f 
V e r m o n t  3 3 , 2 0 6  1 0 , 7 6 1  32.4 5 4  , 886 19.6 e 

1 8 3 , 2 5 2  6 2 , 7 9 8  34.3 4 6 7 ~ 0 0 6  13.5 
9 9 , 8 5 4  4 9 , 0 0 1  49.1 2 0 0 , 9 2 5  24.4 

- 
$ 1 , 6 4 0 , 9 0 1  $ 7 9 5 r 7 9 ?  48.5 $ 3 , 0 4 7 , 1 1 3  26.1 

S o u r c e :  T a b l e s  M V - 2  and DF, H i q h w a v  S t a t i s t i c s ,  1 9 8 0  

* 

1 
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I 

POSTSCRIPT 

A p p l i c a b l e  1 9 8 2  L e g i s l a t i o n  a n d  Comments 

A r  i r o n a  The 1981  l a w  e n a c t i n g  a  v a r i a b l e  m o t a r - f u e l  
t a x  h a s  b e e n  r e p l a c e d .  F i r s t s  t h e  1 9 8 1  l a w  
was s u s p e n d e d  b y  a  r e f e r e n d u m  p e t i t i o n  
r e q u i r i n g  t h e  t a x  m e a s u r e  b e  v o t e d  o n  a t  t h e  
November  1 9 8 2  g e n e r a l  e l e c t i o n .  L a t e r  t h e  
l a w  was r e p e a l e d  b y  t h e  l e g i s l a t u r e .  I n s t e a d ,  
1982  l e g i s l a t i o n  was e n a c t e d  t o  i n c r e a s e  

t t h e  m o t o r - f u e l  t a x  r a t e  i n c r e m e n t a l l y  o v e r  t h e  
n e x t  s e v e r a l  y e a r s .  S p e c i f i c a l l y ?  t h e  m o t o r -  
f u e l  t a x  i n c r e a s e d  f r o m  8 t o  1 0  c e n t s  a  g a l l o n  
e f f e c t i v e  J u l y  1 ,  1 9 8 2 .  The t a x  i s  s c h e d u l e d  t o  
f u r t h e r  i n c r e a s e  t o  1 2  c e n t s  o n  J u l y  I ,  1 9 8 3 ,  
a n d  t o  1 3  c e n t s  o n  J u l y  1 ,  1984 .  

D e l a w a r e  A c c o r d i n g  t o  S t a t e  o f f i c i a l s ,  t h e  1 9 8 1  m o t o r - f u e l  
t a x  c h a n g e  a c t u a l l y  c r e a t e d  a  v a r i a b l e  m o t o r - f u e l  
t a x .  The  l a w  imposed  a  t a x  e q u a l  t o  1 0  p e r c e n t  
o f  t h e  w h o l e s a l e  p r i c e  o f  m o t o r  f u e l ,  h o w e v e r *  
r e s t r i c t i v e  l a n g u a g e  was i n s e r t e d  t o  p l a c e  a  
f l o o r  a n d  c e i l i n g  o f  1 1  c e n t s  a  g a l l o n .  O f f i c i a l s  
b e l i e u e  r e m o v a l  o f  t h i s  c a v e a t  w o u l d  a c t i v a t e  t h e  

I 

mechan i sm a n d  t h e  t a x  r a t e  w o u l d  f l o a t  w i t h  t h e  
p r i c e  o f  m o t o r  f u e l .  An i m p o r t a n t  f e a t u r e  o f  t h e  
l a w  i s  t h e  d e d i c a t i o n  s f  r e v e n u e  f r o m  t h e  i n c r e a s e d  
t a x  ( 2  c e n t s  a g a l l o n )  f o r  h i g h w a y  p u r p o s e s .  

Ir I d a h o  E f f e c t i v e  A p r i l  I, 1 9 8 2 ,  t h e  m o t o r - f u e l  t a x  i n c r e a s e d  
f r o m  1 1 . 5  t o  1 2 . 5  c e n t s  a  g a l l o n .  The  t a x  o n  g a s o h o l ,  
f i x e d  a t  4 c e n t s  a  g a l l o n  l o w e r  t h a n  t h e  t a x  o n  
g a s o l i n e *  w e n t  up f r o m  7.5 t o  8.5 c e n t s  a  g a l l o n .  * 

K e n t u c k y  The S t a t e  e n a c t e d  a  min imum t a x  o f  1 0  c e n t s  
e f f e c t i v e  J u l y  15 ,  1 9 8 2 .  

M a r y l a n d  E f f e c t i v e  J u n e  1,  1982 ,  t h e  m o t o r - f u e l  t a x  a n d  
m o t o r - c a r r i e r  r o a d  t a x  r a t e s  i n c r e a s e d  f r o m  9 t o  
1 1  c e n t s  a  g a l l o n .  The m e a s u r e  c a l l s  f o r  f u r t h e r  

-.. i n c r e a s e s  t o  1 3 . 5  c e n t s  o n  J u n e  1,  1983 ,  a n d  

b e g i n n i n g  J u l y  1 ,  1984 ,  t h e  r a t e  w i l l  b e  
d e t e r m i n e d  by  t h e  a v e r a g e  w h o l e s a l e  p r i c e  o f  m o t o r  
f u e l .  I f  t h e  p r i c e  o f  m o t o r  f u e l  e x c e e d s  $1 .35 
a  g a l l o n *  t h e  t a x  r a t e  i n c r e a s e s  b y  1 0  p e r c e n t  
o f  t h e  v a l u e  i n  e x c e s s  o f  $1 .35 .  A m in imum o f  
13.5 c e n t s  a n d  a  1 c e n t  p e r  y e a r  i n c r e a s e  l i m i t  a r e  s e t .  

V e r m o n t  E f f e c t i v e  J u l y  1, 1982 ,  a  t a x  o f  1 4  c e n t s  a g a l l o n  
was imposed  o n  d i e s e l  f u e l .  F o r m e r l y ,  n o  t a x  was 
imposed  o n  d i e s e l  f u e l  i n  V e r m o n t .  The  m e a s u r e  



r e p e a l s  t h e  7 5  p e r c e n t  r e g i s t r a t i o n  s u r c h a r g e  o n  
d i e s e l - p o w e r e d  v e h i c l e s .  

V i r g i n i a  E f f e c t i v e  J u l y  1 ,  1982 ,  a  3 p e r c e n t  o i l  company 
e x c i s e  t a x  was imposed  o n  p e t r o l e u m  p r o d u c t  s a l e s  
f o r  i n t e r n a l  c o m b u s t i o n  e n g i n e s  o p e r a t e d  o n  h i g h w a y s .  
The t a x  i s  i n  a d d i t i o n  t o  a l l  o t h e r  t a x e s  ( t h e  
S t a t e  m o t o r - f u e l  t a x  i s  1 1  c e n t s  a  g q l l a n ) .  I n  
a d d i t i o n ,  a n  e x t r a  2 c e n t s  a g a l l o n  t a x  o n  i n t e r s t a t e  
m o t o r  c a r r i e r s  ( v e h i c l e s  w i t h  3 o r  more  a x l e s )  was 
imposed  e f f e c t i v e  A p r i l  21 ,  1982 .  

E f f e c t i v e  J a n u a r y  1, 1963,  t h e  m o t o r - f u e l  t a x  r a t e  
i n c r e a s e s  f r o m  7  t o  1 1  c e n t s  p e r  g a l l o n .  Howeve r ,  
t h e  m e a s u r e  m u s t  b e  a p p r o v e d  b y  t h e  v o t e r s  a t  t h e  
November  1 9 8 2  g e n e r a l  e l e c t i o n  o r  a t  a s p e c i a l  
e l e c t i o n  c a l l e d  b y  t h e  g o v e r n o r .  The m e a s u r e  a l s o  
i n c r e a s e s  v a r i o u s  m o t o r - v e h i c l e  f e e s .  N o t e :  M e a s u r e  d e f e a t e d .  

The m e a s u r e ,  e n a c t e d  i n  19819 i s  p a r t i a l l y  r e p o r t e d  i n  
t h i s  r e p o r t .  The l a w  i n c r e a s e d  m o t o r - f u e l  t a x  
r a t e s ,  m o t o r - v e h i c l e  r e g i s t r a t i o n s  f e e s ,  a n d  a d j u s t e d  
o t h e r  r e l a t e d  c h a n g e s ,  A d d i t i o n a l l y ,  i t  i n c r e a s e d  
f u n d i n g  f o r  h i g h w a y s  a n d  mass t r a n s p o r t a t i o n  b y  
a l l o c a t i n g  t h e  p r o c e e d s  o f  t h e  m o t o r - v e h i c l e  e x c i s e  
t a x  among t h e  S t a t e  G e n e r a l  F u n d  (GF),  t h e  H i g h w a y -  
U s e r s  Tax D i s t r i b u t i o n  F u n d  (HUTFIX a n d  t h e  T r a n s i t  
A s s i s t a n c e  F u n d  CTAF). S p e c i f i c a l l y i ,  a l l  moneys 
c o l l e c t e d  f r o m  t h e  s a l e s  t a x  o n  m o t o f  v e h i c l e s  w i l l  
h e n c e f o r t h  b e  d i s t r i b u t e d  a s . f a l l o w s j :  

I 

1. P r i o r  t o  J u n e  30, 1982 ,  
1 0 0  p e r c e n t  t o  GF. 

2 .  F rom J u l y  1 9 8 3  t o  J u n e  30, 1985 ,  
7 5  p e r c e n t  t o  GF 4 

1 8 . 7 5  p e r c e n t  t o  HUTF 
6 .25  p e r c e n t  t o  TAF.  

3. F rom J u l y  1,  1985 ,  t o  J u n e  30, 1 9 8 7 ,  .i 

50 p e r c e n t  t o  GF 
37 .5  p e r c e n t  t o  HUTF 
12 .5  p e r c e n t  TAF 

4. F rom J u l y  I, 1987,  t o  J u n  
25  p e r c e n t  t o  GF 
56 .25  p e r c e n t  t o  HUTF 
18 .75  p e r c e n t  t o  TAF 

5. A f t e r  J u l y  1 ,  1989 ,  
None t o  GF 
7 5  p e r c e n t  t o  HUTF 
25  p e r c e n t  t o  TAF 

w The  H i g h w a y - U s e r s  Tax D i s t r i b u t i o n  F u n d  r e v e n u e s  a r e  
r e s t r i c t e d  t o  h i g h w a y  p u r p o s e s .  





APPENDIX A 

VARIABLE GAS TAX EXCERPTS 

The f o l l o w i n g  q u o t e d  r e m a r k s  w e r e  made a t  t h e  "H ighway  F i n a n c e  
a n d  M a ~ i n t e n a n c e  S e m i n a r w  a t  S t .  L o u i s ,  M i s s o u r i ,  A u g u s t  25-27,  1980 ,  
s p o n s o r e d  b y  t h e  N a t i o n a l  C o n f e r e n c e  o f  S t a t e  L e g i s l a t o r s .  

K e n t u c k v  r M r .  J i m  R o b e r t s ,  S t a f f  A d m i n i s t y a t o r  f o r  K e n t u c k y  
I n t e r i m  J o i n t  C o m m i s s i o n  o n  T r a n s p o r t a t i o n : ;  

I YI 

The 1 9 7 9  l e g i s l a t i o n  c o n v e r t e d  t h e  9 c e n t s  ;q g a l l o n  t a x  o n  m o t o r  
f u e l  t o  9 p e r c e n t  o f  t h e  a v e r a g e  w h o l e s a l e  ~ p Q ~ i c e ,  s e t  q u a r t e r l y .  
The b i l l  s e t  g a s o l i n e  p r i c e s ,  m in imum 61.0d,  %:ximum $ 1 . 5 0  a  
g a l l o n .  T h i s  a s s u r e d  t h a t  t h e  S t a t e  w o u l d  g e t *  t l e a s t  9 c e n t s  * 

p e r  g a l l o n  s h o u l d  t h e  p r i c e  f a l l  b e l o w  $1 .  I t  l s o  p r o v i d e s  t h e  
L e g i s l a t u r e  w i t h  c o n t r o l  b y  p l a c i n g  a  c e i l i n g  o n  t h e  p r i c e  o f  
g a s o l  i n e .  

The b i l l  r e t u r n e d  l o c a l  r o a d s  t o  l o c a l  g o v e ' r n m e n t s  b u t  p r o v i d e d  
t h a t  t h e  g a s  t a x  r e v e n u e  b e  s h a r e d  w i t h  l o c a l  g o v e r n m e n t s .  The 
c o u n t y  r o a d  p r o g r a m  s h a r e  was i n c r e a s e d  ( 1 0  p e r c e n t  t o  
15 .6  p e r c e n t  o f  g a s  t a x  r e v e n u e ) ;  t h e  m u n i c i p a l  s h a r e  w o u l d  b e  
6 .7  p e r c e n t  o f  r e v e n u e .  

M r .  R o b e r t s  s a i d  t h a t  t h e  9 - p e r c e n t  l e v y  p r o d u c e d  $ 1 1 6  m i l l i o n  
c o m p a r e d  t o  $ 1 1 7  m i l l i o n  u n d e r  t h e  9 c e n t s  r a t e .  The  s h o r t f a l l  
i s  due  t o  t h e  l a c k  o f  p r i c e  i n c r e a s e  a n d  t h e  d e c l i n e  i n  
c o n s u m p t i o n .  He u r g e d  l e g i s l a t o r s  t o  b e  c o n s e r v a t i v e  i n  
p r o j e c t i n g  r e v e n u e .  

New M e x i c o  - Ms. K a r e n  K r a k o w s k i ,  R e s e a r c h  A n a l y s t ,  New M e x i c o  If 

L e g i s l a t i v e  F i n a n c e  C o m m i t t e e :  

The 1 9 7 9  l e g i s l a t i o n  b a s e d  t h e  m o t o r - f u e l  t a x  o n  t h e  a v e r a g e  
a n n u a l  p r i c e  o f  g a s o l i n e  ( p l u s  F e d e r a l  4 c e n t s  t a x 1  f o r  t h e  ?r 

p r e c e d i n g  y e a r .  The r a t e  was i n i t i a l l y  s e t  a t  7 c e n t s  p e r  g a l l o n  
o n  a n  a v e r a g e  w h o l e s a l e  p r i c e  o f  u p  t o  45  q e n t s  p e r  g a l l o n .  E a c h  
y e a r  t h e  t a x  i s  c h a n g e d  (up  o r  down)  b y  1  c e n t  f o r  e a c h  I 0 - c e n t  
i n c r e a s e  i n  t h e  w h o l e s a l e  p r i c e  w i t h  a l i m i t  o f  no more  t h a n  
1  c e n t  p e r  y e a r .  Thus ,  e v e n  t h o u g h  t h e  w h o l e s a l e  p r i c e  o f  g a s o l i n e  
r o s e  s u b s t a n t i a l l y  f r o m  J u l y  1979  t o  J u l y  1980 ,  t h e  t a x  i n c r e a s e d  
b y  o n l y  1  c e n t *  f r o m  7 t o  8 c e n t s .  

The 1 9 7 9  l a w  a l l o c a t e d  o n e - s e v e n t h  o f  t h e  p r o c e e d s  t o  l o c a l  r o a d  
p r o g r a m s  t o  b e  i n  l i e u  o f  g a s o l i n e  t a x e s  f o r m e r l y  c o l l e c t e d  b y  
l o c a l  g o v e r n m e n t s .  Ms. K r a k o w s k i  a l l o w e d  C h a t  w h i l e  t h e  v a r i a b l e  
t a x  was somewhat  i n f l a t i o n  s e n s i t i v e *  t h e  l i m i t  o f  1  c e n t  a  y e a r  
does  n o t  p e r m i t  t h e  t a x  t o  r e s p o n d  t o  t h e  t r u e  w h o l e s a l e  p r i c e  o f  
g a s o l i n e .  The  n a t u r e  o f  New M e x i c o ' s  l a w  a l l o w s :  

a.  f o r  c h a n g e  i n  t h e  F e d e r a l  t a x  r a t e r  
b .  l i m i t e d  i n c r e m e n t a l  t a x  t o  l e s s e n  t h e  t a x  b u r d e n ,  
c .  l e g i s l a t i v e  r e v i e w ,  



d. continuity of funding within limits, and 
e, retains accountability. 

A major disadvantage is that it does not provide revenue 
commensurate with rapidly escalating highway costs and makes 
annual requests for added revenue necessary. 

Indiana - Representative Nelson Becker o f  Indiana noted that 
Indiana converted from an 8 cents per gallon tax to an 8-percent 
tax on the average retail price o f  gasoline before taxes. 'A 
4 percent sales tax was also levied. Mr. Becker stated that 
Indiana relies heavily on gasoline tax revenue for highways since 

i 
it cannot borrow for highways, and local rural governments cannot 
use property tax revenue for highways, The tax went into effect 
July 1 ,  1980, and was set at 8.5 cents for 6 months. 

w Representative Becker stated that while t h e  1 1 2  cent increase did 
not generate a great deal of additional revenue, it did allow the 
State t o  "hold its ownn against rising costs and declining 
consumption, 

The State uses the retail price instead o f  the wholesale price of 
gasoline as the base for taxation because the State auditing 
procedures already monitor the retail price (and consumption) o f  
gasoline for sales tax purposes, and the use o f  the wholesale 
price would have required a new set of auditing procedures, 

Limits were prescribed in the legislation t o  prevent windfall 
revenue if the retail price o f  gasoline should go up rapidly, 
i.e., a maximum o f  $2 per gallon by 1982 and thereafter, or 
16 cents per gallon tax. Another legislative limitation on total 
revenue is the maximum o f  110 percent o f  the previous year's 
revenue going t o  t h e  highway fund. The excess revenue goes into 
a special general transportation fund t o  be appropriated by the 

d legislature. The department (highways) can tap t h i s  fund if its 
revenues fall below the 110-percent amount. 

One drawback in the Indiana law was that it did not contain a 
r "fLoorn figure in t h e  event o f  a drop in the price o f  gasoline. 

Note: This deficiency was remedied in 1981 when a floor 
o f  10.5 cents per gallon enacted. 



APPENDIX B 

AN OPINION ON VARIABLE TAXATION 

A c c o r d i n g  t o  R .  M.  Z e t t e l ,  t r a n s p o r t a t i o n  i n t e r e s t s  g e n e r a l l y  
p l a c e  c o n t i n u i t y  a b o v e  a l l  o t h e r  v i r t u e s  i n  d e s c r i b i n g  a t t r a c t i v e  
r e v e n u e  s o u r c e s .  The  m u c h - r e v e r e d  c o n t i n u i t y  c a l l s  f o r  s p e c i f i c  
t a x  s o u r c e s  a n d  d e d i c a t i o n  t o  t r u s t  f u n d s  t o  a l l o w  s y s t e m a t i c  
p l a n n i n g  a n d  d e v e l o p m e n t  o f  t r a n s p o r t a t i o n  n e t w o r k s - - p a r t i c u l a r l y  
i n  l i g h t  o f  t h e  l o n g - l e a d  t i m e s  i n v o l v e d  i n  a f f e c t i n g  p r o g r a m s  
a n d  p r o j e c t s .  T h i s  p r a c t i c e  h a s  t e n d e d  t o  i n s u l a t e  h i g h w a y  
f i n a n c i n g  f r o m  t h e  o r d i n a r y  b u d g e t  p r o c e s h  a n d  f a i l e d  t o  f l a g  
p o t e n t i a l  p r o b l e m s .  C o n s e q u e n t l y r  l e g i s l a t o r s  h a v e  n o t  f a c e d  u p  
t o  t h e s e  p r o b l e m s .  

? 

S y m p t o m a t i c  o f  t h e  m a l a i s e  i s  t h e  f a i l u r e  o f  t h e  r e v e n u e  
s t r u c t u r e  t o  r e s p o n d  t o  i n f l a t i o n ,  and ,  m o r e  r e c e n t l y ,  t o  t h e  
d e c l i n e  i n  m o t o r - f u e l  c o n s u m p t i o n .  These  e v e n t s ,  r e s u l t i n g  i n  
s t e a d i l y  d e c l i n i n g  p u r c h a s i n g  p o w e r ,  c a n  h a r d l y  b e  c h a r a c t e r i z e d  
a s  c o n t i n u i t y  i n  f i n a n c i n g .  R e l i a n c e  o n  s p e c i f i c  a n d  u n i t  t a x  
s t r u c t u r e s  r a t h e r  t h a n  a d  v a l o r e m  t a x e s  i s  t h e  h e a r t  o f  t h e  
p r o b l e m .  The  a b s e n c e  o r  t a r d i n e s s  o f  l e g i s l a t e d  r a t e  a d j u s t m e n t s  
t o  c o m p e n s a t e  f o r  h i g h e r  c o s t s  a n d  r e d u c e d  r e v e n u e  may r e s u l t  
f r o m  e a r l y  s u c c e s s  o f  t h e s e  s y s t e m s .  A l s o ,  t h e  i s o l a t i o n  o f  
h i g h u a y  f i n a n c i n g  f r o m  t h e  m a i n s t r e a m  o f  g o l i c y m a k i n g  may h a v e  
b e e n  r e s p o n s i b l e  f o r  c o m p l a c e n c y ,  b e n i g n  h e g l e c t ,  o r  s i m p l e  
o v e r s i g h t  by  l e g i s l a t i v e  b o d i e s .  W h a t e v e r  t h e  r e a s o n s ,  
c o n s i d e r a b l e  e f f o r t  i s  now u n d e r w a y  t o  b u i l d  s e l f - e x e c u t i n g  
mechan i sms  i n t o  h i g h w a y  r e v e n u e  s y s t e m s .  

A u t o m a t i c  t u n i n g  o f  s p e c i f i c  t a x e s  t o  i n f i a t i o n  seems a p p r o p r i a t e  
i n  l i g h t  o f  t h e  p e r f o r m a n c e  o f  s u c h  a d  v a  o rem t a x e s  a s  i n c a m e  d ?i 

a n d  g e n e r a l  s a l e s  t a x e s ,  The s i m p l e  c o n v , r s i o n  o f  u n i t  t a x e s  t o  
a v a l u e  b a s e  w o u l d  s e e m i n g l y  m e e t  t h e  p r o  lent.  One a s p e c t  o f  
t h i s  m u s t  b e  k e p t  i n  m i n d .  Road -use r  t a x  ! s  a r e  d i s t r i b u t e d  among 
u s e r s  i n  d i f f e r e n t  p r o p o r t i o n s  b y  d e s i g n  4 n d  i n  a c c o r d  w i t h  c o s t  b 
a l l o c a t i o n  m e t h o d o l o g i e s .  Thus ,  a n  i n c r e a s e  i n  o n e  a n d  n o t  i n  
t h e  o t h e r s  w i l l  u p s e t  w h a t e v e r  b a l a n c e  t h e  o v e r a l l  s t r u c t u r e  h a s  
a c h i e v e d .  F o r  e x a m p l e ,  i f  m o t o r - f u e l  t a x  s  p r o v i d e  6 0  p e r c e n t  o f  
t h e  t a x  b u r d e n r  b u t  a r e  i n c r e a s e d  b y  2 0  p  r c e n t  b y  means o f  a 
s e l f - a d j u s t i n g  mechan ism,  t h e  b u r d e n  o n  f e l  i s  a u t o m a t i c a l l y  

t a x a t  i o n .  

i n c r e a s e d .  T h i s  c a v e a t  o n l y  s u g g e s t s  t h a  t h e  t o t a l  t a x  b u r d e n  
s h o u l d  b e  p r o p o r t i o n a l l y  a d j u s t e d  t o  m a i n  a i n  e q u i l i b r i u m  i n  

N o t e :  E v i d e n c e  p r e s e n t e d  e a r l i e r  i n  t h i s : r e p o r t  s t a t e s  t h a t  t h e  
r e l a t i o n s h i p  b e t w e e n  m o t o r - f u e l  a n d  m o t o r - v e h i c l e  t a x a t i o n  h a s  
b e e n  a l t e r e d  d u r i n g  t h e  s e v e n t i e s .  I n  1 9 7 0 r  m o t o r - f u e l  t a x  
r e c e i p t s  a c c o u n t e d  f o r  6 3  p e r c e n t  o f  t o t a l  S t a t e  r o a d - u s e r  t a x e s .  
I n  1 9 8 0 ,  t h e  m o t o r - f u e l  s h a r e  d r o p p e d  t o  55  p e r c e n t .  T h e r e f o r e ,  
i f  1 9 7 0  p r o p o r t i o n s  a r e  deemed e q u i t a b l e ,  t h e  e s t a b l i s h e d  
e q u i l i b r i u m  i s  a l r e a d y  d i s r u p t e d .  



A l l  f a c t o r s  c o n s i d e r e d ,  t h e  i n i t i a l  wisdom o f  t h e  g a l l o n a g e  t a x  
a s  a  h i g h w a y  usage  c h a r g e  becomes r a t h e r  o b v i o u s ;  i t s  f l a w  i n  t h e  
p r e s e n t  s i t u a t i o n  i s  i t s  f a i l u r e  t o  r e s p o n d  t o  t h e  e x i g e n c i e s  o f  
i n f l a t i o n  and e n e r g y  c o n s e r v a t i o n .  An a l t e r n a t i v e  i s  i n d e x i n g .  
M o t o r - f u e l  a d  v a l o r e m  t a x a t i o n ,  w h i l e  a t t r a c t i v e  o n  t h e  s u r f a c e ,  
has  s e v e r a l  d i s a d v a n t a g e s *  i n c l u d i n g  a d m i n i s t r a t i v e  d i f f i c u l t i e s ,  
t a x  e q u i t y ,  t a x  p l a c e m e n t  ( r e t a i l ,  w h o l e s a l e I r  s e p a r a t i o n  f r o m  
g e n e r a l  s a l e s  t a x e s ,  p u b l i c  p e r c e p t i o n ,  d i f f e r e n t  g r a d e r  means 
d i f f e r i n g  p r i c e s ,  a n d  o t h e r s .  

I n d e x i n g  m o t o r - f u e l  t a x  r a t e s  c a n  be  a c c o m p l i s h e d  i n  s e v e r a l  
ways. O f  t h e s e ,  b a s i n g  t h e  t a x  o n  t h e  a v e r a g e  p r i c e  o f  g a s o l i n e  
t h r o u g h o u t  t h e  S t a t e  i s  u s e d  i n  W a s h i n g t o n  S t a t e .  These 

a a d j u s t m e n t s  c a n  b e  made a s  f r e q u e n t l y  a s  m o n t h l y  ( N e b r a s k a ) ,  o r  
q u a r t e r l y  ( K e n t u c k y ) ,  o r  s e m i a n n u a l l y  a s  i n  W a s h i n g t o n .  New 
M e x i c o  a d j u s t s  r a t e s  a n n u a l l y .  A l l  u s e  some f o r m  o f  m o t o r - f u e l  
p r i c i n g  a s  t h e  b a s e .  

R 

I f  i n d e x i n g  i s  t h e  a n s w e r *  a r e  m o t o r - f u e l  p r i c e s  t h e  a p p r o p r i a t e  
v e h i c l e  t o  f o l l o w ?  I s  t h e  c o r r e l a t i o n  b e t w e e n  f u e l  p r i c e s  and  
h i g h w a y  c o s t s  c l o s e  enough?  Some f e e l  i t  i s  s i n c e  p e t r o l e u m  i s  
e x t e n s i v e l y  u s e d  i n  h i g h w a y  c o n s t r u c t i o n  and  o p e r a t i o n  and a s  a n  
e n e r g y  s o u r c e  f o r  v e h i c l e s .  Ye t ,  t h e  t r e n d s  a r e  f a r  f r o m  
p a r a l l e l .  Hence, g r e a t  c a r e  s h o u l d  b e  t a k e n  i n  s e l e c t i n g  t h e  
i n d e x  t o  u s e  and  i n t e r p r e t i n g  t h e  numbers .  

N o t e :  An examp le  o f  a n  i n d e x i n g  scheme w i t h  p r o m i s e  i s  u s e d  i n  
Texas.  The s y s t e m  a d j u s t s  p r o g r a m  f u n d i n g  t o  o f f s e t  i n f l a t i o n  
b u t  a l s o  t a k e s  i n t o  c o n s i d e r a t i o n  l o s t  r e v e n u e  b e f o r e  t h e  a c t  
t o o k  e f f e c t .  I t  compensa tes  f o r  l o s s  o f  r e v e n u e  due t o  i n c r e a s e d  
a u t o  e f f i c i e n c y  and  i s  i n d e x e d  t o  a p p r o p r i a t e  h i g h w a y  c o s t s .  
However, t h e  p l a n  does n o t  a d j u s t  u s e r  r a t e s  t o  g e n e r a t e  r e v e n u e .  
I n s t e a d  o f  c h a r g i n g  u s e r s  t h e  added c o s t s ,  f u n d s  a r e  t r a n s f e r r e d  
f r o m  t h e  S t a t e  G e n e r a l  Fund t o  c o v e r  a n y  gap b e t w e e n  p r o g r a m  
l e v e l s  and  ( n e t )  u s e r  r e v e n u e .  I t  i s  n o t e w o r t h y  t h a t  net u s e r  

.( r e v e n u e  i s  c i t e d  because  25  p e r c e n t  o f  a l l  S t a t e  t a x e s  a r e  
skimmed o f f  f o r  e d u c a t i o n  i n  T e x a s - - i n c l u d i n g  r o a d - u s e r  t a x e s .  
Some o b s e r v e r s  w o u l d  c o n s i d e r  a n y  g e n e r a l  r e v e n u e  a l l o c a t e d  t o  
t h e  h i g h w a y  f u n d  u n d e r  t h i s - s c h e m e  t o  m e r e l y  b e  t h e  r e c a p t u r i n g  

6 a f  r o a d - u s e r  t a x e s .  More  r e c e n t l y ,  O h i o  has  l i n k e d  m o t o r - f u e l  

t a x  r a t e s  w i t h  t h e  FHWA m a i n t e n a n c e  c o s t  i n d e x .  

I n  sum, i n d e x i n g  o f  m o t o r - f u e l  t a x  r a t e s  has  p r o m i s e  a s  w e l l  a s  
p i t f a l l s .  I t  i s  n o t  a  panacea.  I t  may b e  s e e n  a s  an  e a s y  way 
f o r  p o l i c y  makers,  S t a t e  o f f i c i a l s ,  and l e g i s l a t o r s  t o  s h i r k  
t h e i r  r e s p o n s i b i l i t i e s  and a v o i d  p o l i t i c a l  a c c o u n t a b i l i t y .  
P e r h a p s  s e l e c t i v e  u s e  o f  i n d e x i n g  c o u l d  b e  a  u s e f u l  t o o l  t a  
f a c i l i t a t e  t i m e l y  a d j u s t m e n t s  i n  t a x  r a t e s ,  However,  t h e  b e s t  
a p p r o a c h  i s  f o r  t h e  r e s p o n s i b l e  S t a t e  b o d i e s  t o  f r e q u e n t l y  r e v i e w  
h i g h w a y  f i n a n c i n g  i n  t h e  c o n t e x t  o f  o v e r a l l  economic  c o n d i t i o n s  
( n a t i o n a l  and  i n t e r n a t i o n a l ) ,  t h e  c h a n g i n g  n a t u r e  o f  h i g h w a y  a n d  

, t r a n s p o r t a t i o n  needs  w i t h i n  t h e  s o c i a l  and  e n v i r o n m e n t a l  
I f ramework ,  and t h e  o v e r a l l  f i n a n c i a l  c o n d i t i o n  o f  t h e  S t a t e .  

Even w i t h i n  t h e  a r e a  o f  r o a d - u s e r  t a x a t i o n ,  a u t h o r i t y  t o  a d j u s t  a 
s i n g l e  t a x ,  s u c h  a s  m o t o r  f u e l ,  s h o u l d  n o t  b e  delegated w i t h o u t  
c o n s i d e r a t i o n  o f  t h e  b a l a n c e  i n  t h e  t a x  b u r d e n ,  



The b a s i c  f i n a n c i n g  p r o b l e m  s t e m s  f r o m  t h e  i n a b i l i t y  t o  c o n v i n c e  
t h e  p u b l i c  a n d  i t s  l e g i s l a t i v e  r e p r e s e n t a t i v e s  t h a t  a n  e n l a r g e d  
e x p e n d i t u r e  p r o g r a m  i s  w a r r a n t e d .  V a r i a b l e  t a x a t i o n  i s  b u t  o n e  
way o f  i n s t i t u t i o n a l i z i n g  a means o f -  a t t a i n i n g  t h a t  f u n d i n g  
p r o g r a m - - i t  i s  a  means, n o t  a n  end ,  t o  a c h i e v i n g  t h a t  goal. 

1 /  I n  p a r t ,  E x c e r p t e d  f r o m :  - 

NCWRP 62, S t a t e  R e s o u r c e s  f o r  F i n a n c i n q  T r a n s D o r t a t i o n  P r o s r a m s ,  - 
TRB, W a s h i n g t o n ,  D . C . ,  A u g u s t  1 9 7 9 .  
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