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The Economy Of Issuing Bonds To Build Surfaced Roads. =

A Radic Address from Station WDAF, Kansas City, Mo.

By Thos. H. MacDonald,
Chief, U. S. Bureazm of Publie Roads.

I have been asked to address you this evening on the )
econony of issuing honds to build surfaced roads espééially ’
from the point of view of the motor owner. I am glad to -
testify to the advantéges of the bond-issue mgthod of
financing when applied with proper safeguards, and to the "
special appropriateness of the method as a means of financing

road improvement under the conditions existing in the States

of the Mississippi Valley.

But at the outset I want %o say very positively tha_t.
ths issuance of bonds alone is not to be coﬁsidéﬁ*é’d as a
cormplete solution of the highway problem. -it is only m.ze--'
step in the solution of the m‘ohlem, and not even the first
stop, At least two very important prehm'lary steps shfmid
be taken before thinking of issuing bornds for State raad
improvement. | | e

The first step is to deszgnate a defim.ta systam of
main roads of suf ncmn‘; extent to meet the Meés af traffic.
betweer the important centers of the State yet so lmted 1:1___'
mileage as to be capable of improvement as a w‘hcle system'in.‘._"t'i‘
a Trsasonably short paried. If the system is tm small 1;0 |
connect the reslly important centers, or if it is toe mrge

to de completely cowneci;ed ir a rnlatlvely short period,
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there is danger, in either case, that the result wi:l_{l be__é.
disappointment to the pudblic. The public wants a connécted- s
system of improved main highways, and it has been the
experience of all Statesthat have successfully answerec_l-thé’;__
demand, that the public is willing to pay the cost of suéh.-a;'
system - in one way or another — if it sees that it is _get'_;ing"'_f
what it wants. There is only one opinion about road igsprqfr’a_.-.-_r-:::
ment when the gaps bezin to close, and that is a fayara‘nie’-:.:_'
opinion; ut failure to meet within a reasonable time the.
demand for contimous travel over improved roads produces -
public disappointment. | |

The second step which shouid be takén ‘oefére bnnds._gifé_;

issued for the building of State roads is to put the Sfast'e' o

highway depariment in co'ﬁpla‘ce charge of the adm:.nlstrat ion, N
financing, construction, and maintenance m’:‘ tha rcads and tc
equip the department with adequata anthorlty, skilled dzrec‘bm:a
and ample force and organization to d.mcharga its resgonsibil'
Unless these two steps are taken it would -be-be'tt.e_;' no
to think of issuing bonds. The satisfying-ezpe:rieﬁaes ofIiil is
and Missouri and otter States which have megotiated. iargebaaﬁ
issues for State rosd improvement have ‘been.fm,éeﬁ"ﬂﬁ{ﬁfha#é;
basic provisions. If either had bee_a_léc&_;iﬁg'iét is}*ighly
pro_babl_e ‘that a less 'saiisfac-tnry' out come would haﬁeheen’i:

result.



In considering the financing of main highway Wfovam‘eﬁf

there is one central thought that we must keep constantly i.n

mind. It is that the prinecipal purpose of blghﬂay mprovarnent

is to reduce the cost of highway transportation. _ﬁe cosﬁ .of_,"_:_

highway transportation is made up of two elamén’e.s' which 'az‘é: :ﬁ-j"

First, the cost of operating the venicles - antomebiles, motor

trucks, and others - whmh use the roads; and, secon& the cest
of the road improvement and maintenance. ’I‘he sum. of the tw_
elements, both of which may be reduced to an ammal hasis, : ; S
represents the total cost of transportation. This bexng true

the economic basis of all road improvement.is thgt it dec;r_easgs,__.‘_‘

trhe cost of vehicular operation by a greatef amount than the..

cost of the improvement and so reduces the total cost of high
way traunsportation, -

It is a mistake, therefgre,-to mnsiﬁer im;:mve&mads
as luxuries to be engoyed if they can ba affcrésd; lmt zlotr
agsential to the sconomic health of the comnity. Thaz fa{:’t“
is that we lose more by failing to improve the -main_r'h_ighwa;fs
than it costs to improve them. For whét-her' we-‘bui’ld snd mai :

tain adequate hlgnways or mt, such highways ss we ha?e aa'e

used daily by large numbers of vchicles Far the movemnt of
avery vehicle there is a2 cartain cost, a cast mhia:h is in&s
if the road bde improved than if it he 1&.’(‘*; }.n a state Qf

if, theremre, we multiply the rcsﬁ:zctian in the «ccsst "n
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operating one vehicle by the number of vehicles which u.se a.
road in & year the regult will fe the greatest annual sum
it is proper to pay to improve the road and maintain it in
its improved state. Because of the great multiplicatioﬁ_
of motor vehicles it has come about that the acoumlated
operating savings of wvechicles using our main roaﬁs win:
more than pay the cost of the mosd expensive type’s.of road ":
improvement. It must be clear, theraforé, as I have o
frequently sald that we pay for improved roads whether we
have them or nct and we pay less if we have them than if we
have not. |
Tt follows from this that the main roads, at least,
should be improved as rapidly as the avallable supnly of Iaboz'
and maierials will permit, entirely without regar& to where |
the money comes from or how it is paid. iny by _accgp_tzin‘g-.:-
this principle can the ultimate cost of *ﬁhe h_ighwéys andthair
service be reduced to a minimum. o '. o
There is this fact, bowever, that must be torne i_ﬁ
mind - that the expenditure for bighways is imi:;'a par*!; of o
the necessary public exj:endimre. We tan not 3eva'te all tiﬁs '
income from public rovenues to the highways. ’i‘he_:‘e___are:f,
- oducational insi:itutisns to be mainﬁained'- and. theré are .otﬁmf .
public functions that rcqm.re mney, 80 that: the aﬁmml hlg&-«
vay budget mst be ac!;;ustad o the rala’c ive nﬂeds for other

Imblic purposes. The revemies &erived ﬁ‘ram va:-im__ gm_mg ey
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mst be sufficient to_coverféll}ﬁhcs; néeds. and the vortion -
allotted to highway improvementiﬁust not be out of proportion -
to the relative necd for highﬂaysi But in this connection it: 
should be added that all re#eﬁue secﬁred from motor vehicic
taxation should be sect aside”forthighway DUrposes,

We come now to tho reason and the justification for all .
bond issues. If thc highway progrem, plamned and administered
as 1 described in the boginning, cntails an cxpenditure ga:eatc_;x{_f
than can be met with current funds if carricd out as rapidly -
as available gupplics of 1a,b§r and materials wili pormit, fhon -_
the only rccourse is to issﬁe.bonds and so defer g portiom of
the costs; ¥or I mast r'e.minﬁ.. yéﬁ again that foilure %o
prosecute the work of h1ghway 1mprovbmont as rapldlf as
physical 11m1tations w1ll permlt 1s merely to shoulder thc.
1ncscapablo expcuse in the fbrm of g;eater oporating costs _ .;1'
for venlcles, a form in waiéﬁ_:_it-_é&ni be greater then if it
is aséuﬁed.as a road céhétruéfié#"Costf The issuaris one; 
‘therefore, which should _bé of particular 'inte_rcé;t to a1l _motd'r;_"”"
owners., | RN | |

Exactly vhwt part of the cost of the nrogrqm can
nronerly be doforred is nerhaps a debatablo qestion - that 13'"'
to say, there is3a debatable_middle gTGUﬂd thre 1t iz dlf;l— ”
cult to define the pollcy that may'be pursued with proprie s¥. f“.°

There is no. qunstlon that certaln parts of the constructlon
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cost mny be deferred without reasonable objection - fb?:éxaﬁple'
the costs of the grade and drainage structures, which are
practically permanent imorovements. Payment for these garts"_
of the roads, which account for 40 per cent of the'cost.of

~

the average nighway Trogram, right be spread ovar a Eumberlaf}
generations without Iinvelving cur successors in an indebted-

ness from which they would receive no benafits. On the ot§¢§-
hand, there is no question that maintenance costs shou;é_ndt'}.*l
be met with borrowed money. But in between these twq.fized ”
voints of volicy there is doubtiunl greund, wﬁeréin thére is 
conflict of ouinior as te the sounduess of daferrlng naJment

The principal doudbt arises over ihe financing of the cost 0f 
the road surfzce, and here it would ssem that the solution B
rests entirely upen tho character of the maintenance. Iﬁ'is;ﬁ

the merest platitode to say that unless the roads sre main-
D ,

tained vear by year - it matters not how well they are buili.#;f?

the investment in them will gradually be dissipsted and the . =~ 7

Y

roads themselves will never give the service they Should.be '
expected to give. Perfect maintenance, on the other haﬁd,
guarantees the integrity of the orizinal investment, as%.nreg_r"
contimions service, and converts what would otherwiée bé,é
liability into an asscth.

There are those who say that to issue bopds for foé&i\f”zﬁﬁ

construction is merely to increase the cost of the roads by 7

the amount of the interest. The answer to that is that by
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issuing bonds you get the improved roé.ds_ @ick}_y ifﬁtil-}*éﬁ
get them you are losing more than the cost of. iinprovement
and the bond interest charges combined. That is not -'_merei};
an assertion. It is a fact which we have proved by 'scier-ﬁ;i'f.it::
investigation. |
There is also the fear that the roads will wear out
before the debt is paid off. That fear, also, is préctiggiiy
groundless, especially in the States of the Mississippl Yalley
where almost the full benefits of road i@z‘ovemegt are yet ;-E',.o.i.
be reaped. About 40 per cent of the cost of the roads, as I
have already remarked, goss into the grade and -;:._erma;n_ent '
drainage structures. These should last i:;définitel;f. Thé
investment in the surface will be conserved for a doﬁﬁs"i&afa‘_ﬁlei
period by adequate maintenance, and in verj 1afge pari 1t is, :
salvageable 2s base or integral part of the new sprfa;c__é ":hs:-m
tke time comes to fesarface. But those #h_q_are b:.eéet- with Vj:.-"'
this fear can find complete reassuranéé in the satisfaCtory
experience of States like ¥ew York and }!aryland, wh’it;h, ha?iﬂg
reached and passed through tho period of rec'anstmctign ef thai
early boend-built reads, find public senti;nen_t strongei‘ut}.négi;_?
ever for more and more road improvoment . . e
Porsonally, I have not the least ééﬁﬁt Of thewigﬁ.omaf
issuing bonds for road construction in Statgswg?aig:h--faé;ﬁg xatb.e

carly stages of road dcvelopment =zs the Statos of Xansas, -
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¥ebraska, and Wissouri aro, if the program is safegnarded in

three ways: First, by the desi.gnation of & definite systeﬁi of :
State roads to which the expenditure of the bvorrowed fundé w.i.ll
bz strictly limited; second by placing entire responsibility :f_’oi‘
and aumthority over the expenditure in the hands of an adcquate'ly'“
cquipped Statc highwoy department; and third by constant and .

complete maintenance of the bond-built roads.




