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THE EVOLUTION OF HTGHWAY PINANCING

The anmual cost of our highways exclusive of the sirests
in municipalities is $11.92 for emch parson. It averages $88,13
for each registered motor vehiale. 1If, however, M pary cf fhe
total expenditure which comes frem the moter vehicle direot in m
way of registration fees and gas taxes is Ssducted, the pﬁr caplta
cost from other sources becomes about $6.93. Carrying em- Mm‘l
one step further, if the expandibures for 1928 are reduced Wy m
direct income fram the moter user snd by the amoun$ of the W A
from bonde, the intersst mnd principal of which are carried wholly
from motor vehicle revemuss, the per capita cost remaluviag o be
me$ from other sources becowas $5.71. OFf this ssount, the Sate
road systems take $1.39 and the loasl roads about $4.32 per persen.

Thus, of the present per capits cost of $11.92, the mm

vehicls supports directly $6.31 and all obther ssursss $5gﬂ«
are based on 1926 figures, but the sowross and aw&ﬁmu "
1929 will not be sufficlently different to disturd mmm.y m

somparisons.
The two ocutetanding features in thae m&t«u of him
finsnce are: (a) the incresss in sopasl Wﬁm; and (‘h} m

proportion of the whole cost transferred fo the highway user throug
special tazes. Our highways, ruvel and wribms, have W tm ﬁw
public finsncing viewpoint, large inseme-producing prope: ug‘ .
This transition, from the time that the rosds mmma won
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financially as a burden beyond the vossidilities of the iax payer
to meet adequately, has been rapid, so rapld in faot that 4% $s
hardly proper to use the term "evolution® {n dissussing the MM.
aince it 1g more properly a "revelution”. That 43, the Swo mosk
important characteristics noted here are both ths products of the
past decads, These facts are well brought out by the two schedules:
The Sourses of State Income for Highway Purpouee; and, The Sources |
of Local Income for Highway Purposes,

Broadly spealcing, there are twe periods in mmxmmb
have tniren a vital part 4in our schema of transportation needs.

Taring the first pmricd, from colonial Wh
in importsnoe up to the time when they were carrying, say M M

an ever growing commerce inland from the waterways. From this Migh

neak the railrosde gx‘a&ﬂ&lw sopplanted them. They receded as m&m
for State or Tederal consern, uetil by about 1850 they were lsf%

almost wholly to the care of the looalitlies,
The second period began with the advent of the mmla ia |
atout 1890, tut sttainsd only moderate headway until lm *
ing 1914. YVith the passage of the first Fadsral yaww aisistion
$n 1916 the Federsl Oovermment sgaln became WM 12 the 'i,;l,.;_.,.;: .
memt of adequate highways and the vendenay mow is for the m -
Pedaral Goverment to takie an sver increasing imteress in the develop

increase in the use of moter vehinles ;}Mr o w u

mend of owr road systems.

During eolonial days, with the population largely m :
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around the watorways, thers were only msall beginmings in the nee
of overland tramsportabion, sspecially when m te the vigorouns
efforts:following the Declaration of Iadependense sad W MM
ment of the nation to extend comseree inlsad, Peenm 1998 Mﬂm
highways wers at once the means and the limitations of the develep~
mant of the country inland frem the waterwaps. otk the Stabes
and the Yederal Govermmant engaged in the furthersnes of through
roads. During thie pericd the Ststes sast of the Ohic emcowraged
the establishment of toll roads by granting fesnohiess do prlm
corporations and by buylog shures 1n these companies.

In addition to the ensoursgsment of $oll resds, the Siate
at ublic expense engaged in the laying out and Wilding of reads,
and the Tederal Government sonstrusted The Hatlonal Pike fwem
Cumberland westward te the Ohic Valley with funds frow the Fedemsd

trensury.

Following 1880 the rallweys hed sapplanted highwe
overland transport, and ihe highways reverted M fo 1 . r
control and fineneing. During this period there was the Deglmming

of onsh taxes specificslly levied for roed and tridge Wm& m
of the first of suh tazes, iu Saltimore Covsty, Neryland, se ealy
a8 1766, provided for a tax of ten pounds of tobasso for M ‘m.

Tn genersl, however, the mmwuwunmmﬁ B

tas whioh reashes far bdack imto history, pevheps wven %o % m
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~ when it was an obligation of servitule, was largely relied upen to
~ pa0wide for the rosds watil lomg after 1680, As late as 1904 it ts
estimated that perhaps as wach a8 50 per scent of the tawes MW
for road purposes was permitied to be pald inm labor; thab za. 4 1904
the best avallable records show that of the total mm~w-
ture for the year of $80,000,000 for road and bridge purpesss, ]

from property tax,
per cent was pald in labor, %mrmmwfimramsmw
celved from the proceeds of looal bond issuss, and 3 per sent fyem
the States as State ald, S

During this whole period from 1880 to 1890, the only

progress in highway finanoe was the levying of preperty mt n
cash and the growth of sentiment to seoure the payment of the t@ﬂw '
lant of labor tawss required in oadh, " ‘

rerdod of State Ald amd farly Pedsral legislation - 1990-1916,

A really important milestone was set up in the progress ef E
modern highway finsnoing when the State of New Jarsey in 1692 yma
for alding the counties through funds appropriated Yy the M e

The finaneial repert for 1904 shows that thess mma w um &

the counties during thwe year in scoe degrest mmm;. mm,
Conmecticut, MM. Msins, Massachmsetts, New Jersey, Wew ‘ 10
Yew York, Pennsylvemia, Whods Island, Ubsh snd Yemmont. m e
for these 13 States of such ald was £2,807,000, of whigh ﬁmiﬂ}j
¥ew York, Comnectiout and New Jersey supplisd abous %,m,m, o |
leaving the remaining $600,000 %o be divided between the ofber i

States.
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In 1902 the State of TWhode Ialand provided for laping out
and tuilding at tate expense a system of 3take rosds. Other States
followed soon after, insluding Comnectisut, Maryland and Oalifersis.
In addition to these, others which did not assums full responsiBAlity
for bullding a system of roads, 414 provide funds Mﬁ&m
%o be expended upon s definite system covering the mein W |
Toutes of the State. T _

In 1916 the present Federal ald highway lagiulﬂﬁm wap mﬂ‘.
the original appropriation being $78,000,000 to M sxpended aver s
period of five yeares on the basis of equal participation Wy tlw M&.

The sources of inooms of the State hlm spartments 1nol Ni- '
ing the Fedsral funds, 1933 to 1528 inclusive, is indlcated by the
following echeduls - Income of State Highway Departments by Hajor
Sources. |
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AT MICHUAY DEpARTY QS 8Y RAJOR 30UNCES

o

: 1823 : Pay : 1938 : Fer : 1928 :@W:
i L genks { cent, ’ 1%3
: eris, “olas, ato. 13 88,186,744 18.91%141,402,0221 El.%z@lﬁl.m*m&’li.a
$L"taz€s% REET 1 24,348,479y 5.33 41,489,0047 3.2t 11,955,782 1.4 v
ppro vintions t 37,461,579 8,01 39,390,642y 6,01 42,468,3867 5.0
iccaﬁtrmmm ' 18,498,49%2: J.3: 15,081,866t 3. 3.3,611.95&; l.ﬁ
ptor Vahicls “ess 1 147,076,968: Sl.4r 198,845,161 30.11 md%.%és 30,8
_pseline Taxes r 15,872,884 4.4 89,328,301 13.41 m,l%gmz m,g
mz unde Uasd 1 06,758,2651 14.51 T1,757,0281 10.8: 86,708,904t 10.3
g,‘fi&m‘f«-.‘l 48 v 72,844,400 16,81 93,180,4062 135.8: 80,798,365: 9.8
i :
L' : i

TR T
Tatais

1 5467,540,648 ¢

100 15664,424,5701 100 14849, 336,598: 100
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From this schedule it will be noted that bond isewss have been

. sn {mportant sourca of State highway income. Prior $o 1913 all ismums
_of State highway bonds wers finanded from procssds of gemerel pr
 taxes, faes or other taxes levied by the State. In 1913 Malne

 established the procedars of issulng boads at the rate of $500,000
 par year for highway purpcses, the igsuss to be finsnced fyem 4l
proceeds of the motor vehicle tax. This plan quiakly spread to other
States,and at the close of 1938 the total State highwey bonds Lasued
since 1894 amounted to $996,000,000, of which $670,000,000 are bedng
retired from ths motor vehicls income and 514,800,000 frem Wridge
tolls. The only States that have State bond issuss of amy oonsider
size to be finmmosd from gemeral proverty taxes ave (aliformis,
Haryland, Massashnasstts, Michigan, New Jerssy, New York, Pennsylvasis,
fhods Tsland end Vermont. The use of this plan of Pinameing extve-
priinary expenditures above current ineoms is the methed throwh

whioh we are securing mov the larger vproportion of the WMXW
of paved roads.

The gasolins or moter fusl tax for rosd purposes was first
applied in Oregon early in 1218. The idsa waa Mﬁm ; |
in Horth Dakota, ¥ew Mexico and Colerado, It is recopded thet thls
source of revenus waz propoesd as early as lﬂiﬁrWWﬁM Wilees
ton wss 2ot followed snd the
Foderal Govermmnt has left thls field opem %o the States. Tn Ovegen

as s national tax, tat the recoumends

the first tax was ome sent per gallon om gasciine and MW 5 -



por gallan on &istillate. At the pressnt time all of the States have
lovied n gasoline tax Wut there is mo umiformity in the rate Whlsh

varies from two to eix cents, New York being the last State M

mh 8 tax which Decms effoctive on Nay 1, 1939, There has been
~eomstant tendenoy to incresss the rate of this tax, The average 3

for all States in 1923 was 3 cents and the sstimsted average rele for
3820 18 3} cents. |

‘ Since 1933, whish is the first yesr for which reasons Qo
M: financisl date ie avallable, Stabe highway funds have MM
u the rate of $64,000,000 per year. Ty far the greater part ﬁfm
mmu has been pald direst by the moter vehicls user. m» o

tm other sowrces, smong whish bond salss sodow
‘Since these bond iawws in prasticslly all of the States. which mow
use this method, are finsmoed and retived from the dirsct prodesds of
ths motor vehidle, slmost the whole of thw inovesse in State O "f,’;‘j s in
mwmmmwaummm Wy the WMM m.{;
The direst tams on property for State higwsy purposes dov
sversge reduotion for this periocd of sbout $3,000,000. S e
Hot only has the diress income from the us of the higways
sarried the barden of the inovesss in %ate sxpenditures, mmm
slso comtrituted largely to the losal imecme. In 1928 m M
$100,000,000 went $o the local waits from this soures. mw
sarly in the yesr 1926 inwreased the tax rate on gasolise im sbowd B
States, snd of these the inoreass in 17 went to local roats. f" m i




‘loeal road insoms derived frem this sowrce.
, In brief, therefors, the outstanding development im modsrn
 blghway finance is the ability of improved rosds to eurn & large

| insome with which to maintain thoss alrealy imoroved aad extend the

~ mileage of mev construction. ,

: There 1s one other important method of higlwsy finanee which
18 applicable to specific projests, based on the swss prineiple of the

| earning oapacity of the highway factlisy provided dus to the large

enl ever inareasing highway traffic. This s the reveme tond ;
 which may be i1lustratad ty the financing of the bridge ssross e

Ohio River at Ioulsville which has Besn vecsutly thrown open to traffis.
In this instance a manicipal bridge committes was mmm mm
was glven suthority under the tate laws $o lasus Bun&a wm M v
 earnings of the propossd bridge, but without mithority to impese sy
1iability for the debt wpon the property of the si.tﬁ* or wmm«
the debt as a part of the munioipel mmmmu ﬁmﬁ %y W

tution, ’ -

Yortunately, comnittes of outstanding ability was
e fur the eliy, sl ta suphTeien with & splendid buscdng r house
and o Pirst ramk fim of bridge engimesrs, s finmciel M m -
fully developed vhich sussessfully met the scrubiny m e
apprevsl of the eourts of the State. Thie plam mgmw e
 6f pledging the revemues derived from tolls lmpossd for
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tho bridge to Tebire the prinaipal aud intarest of the humds, sl
when this indebtedness ehall have beoen met the W is %o m
free to the public or the tolls reduced to the point of MM
for maintenanse only. e ‘. _
The bridge has been cosplated well within the Qﬁm ﬁ@ﬁg
and dus to the gare with which both the financing amd .
onerations were adainistered, it is an outstaniing leq" #m |
ngse of this method for ﬁW&w such expensies ﬂmm mm
interosts of the public. Somevhat similar methods ave mm m
Yy a mumber of the States, bub the sucosssful use of thie prined
requires such a high degres of spealalised knmowledae ssd #xp
particularly in handling the finanolsl eet-up, that the waws degre
of guccess as that attendant upon the Loulsville projest m m m

gecured in s number of amr &smma.

There have been a consideradls mumber of franchisse ntod
in recent years for Yuilding toll bridges by private ua
by individuals. These included some projects which m
cial vropositions, and many others whers ‘E’M probable # } ;
not possibly support the cost of supplyisg the fwilitr. X% e
e to the fallure of some projeate alresdy built te ;xmrm& - % "
qante income to carry the outlay, sod in part &uws %o the changed sem-
a44Lome of the bomd market, boads for privaely owned tsll Bridges w
not now in the favor of the imvesting pubiic, md 1t dess mob appeer
srobable that this method of providisg sush bridges will de mm f
to any oconsiderahle extent in the future.
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As a gonersl commentary, it may be sald tha$ m .
‘become conversant not only with the sarning campacity arm N P— o
inoluding bridges on prineipally traveled roads, dub M m Wﬁ
ctent instances of public finsnelng throuch bends %o be rerired f
such revenuas that 1t is probable in the Lmwediate MWM ,
will undertake the finamcing of all major projests, either of gwmare)
road bullding or of speaific large individual undertakings. |




Source of Stats Income for Highway Purposes

: 190k : 1921 ,: jigésf.;;;ﬁizi "'-;gggg, S
1. xoiar venicle fees : : 4101, 28k, 479: 25.1:3199.835,153: 30;1:$259,13h{&20:.36.5
2. Oesoline tax : : 3,273,988 .8  89,328,3W0: 13.L; ‘231#,16'3,3425& 27,6
3. Sale of bonds snd notes : : : 111,396,637: 27.6: 11&.#02,5%;: a.xn 121.&8}.%3%: 1.3
%, Transfers from local suthorities : : s 3B, 3WhL175: &.7: TY,737.028: 10.8: 35,?(}9,96‘%: lﬁ,‘é |
5. Tederal aid : . : 77.%56,687: 19.2: 92,180,406: 13.9: 20,798, 365: 9.5
6. Approvpriation from general funds 2,60?,g§%: : 3,471,897: 8.5:  33,390,6k2: 5,0: ha,hés,}s&: 5.0
7. ¥iscellanecus H : : 8,079,391: 2.0: 15,051,966: 2.3: 12,611,916: 1.5
8. Tax levy ; o : __12,800,901: _8.1: 21,489,004: 3.2: 11,955,782: 1.4

Total ;§2,607, 323: hok,068,155:100.0: $664, 424, 571:100,0: $849, 326,598:100,0
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Sources of Local Income for Kighwqrg?urpégéigﬁf f }gfa”w;

v 9 1 1928

Souree A A
1. Road tax levy :$§3.639.§§%: 67.4:3348,513,837: 45,9:8412,825,227: 60.4:3416,812,566: k9.9
2. Road labor : 19,818,236: 24.9: : : . . .
3. Sale of bonds :3,530,471: L, H: 323,176,097: W3.5: 1Mb4 L13,116: 21.2: 1%0,222,357: 18.0
4, franefers from general tax levy : : 81,948,993 9.8
5. Gasoline taxes : : : 219,472: : 24,833,979: 3.6: 53,778,852: 6.5
6. ¥iscellanesus income : : : 54,125,593 7.3: 23,966,034: 3.5: 51,133,653 6.1
7. Motor venicle fees : : : 15,115,937:  2.0: L5,5u5,4U%: 6.8: 50,43%,055: 6.0
8. Transfers from State fund :_2,507,323:  3.3: 2,321,266: _ .3: %0, U33.841: L.5: 30,997,475: 3.1

Total :$79,595,418:100,0: $743, 493, 202:100.0: $583,017,642:100.0: $8135, 326,951:100.0

s e ol e < e e s ———

(1) Amounts for 1304 are expenditures which were approximately the same as income.

(2) 4 considerable portion - one Ralf or more - of the rosd tax levy for 1904 was. sot:




