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About two decades have massed bince one of our Statesg, predominantly
agricultural in character, btuilt its first mile of rural paved roadway.
The cost was financed in part from nublic funds and in part from private
contribution. Not at that time or for many years following did anyone
foresee that the same State would be able, as it was in the one year 1930,
to finance and to builld more than one thousand amiles of standard paved
roadways, or that by the cnd of 1932 its gystem of »rimary rural highways
would be nearlng completion to modern standards of cons truction., E

at large, much less those of other countrice, “¢hat the cost of this whole
primary road inmprovement wrogram has been predfcated uvon the road user
taxes, i.e., the carnings of the highways themselves, plus a small per-
centage of aild from th: Federal Government. Not only is this a true
statement of fact, dbut also for some years the State has taken annually
from its income from road user taxes a large sum to aid the improvement
of sccondary roads,

Even with statistical wnroof it is difﬁ&iult to convince the vublie

While this is & noteworthy illustration of the earning capacity of
highways as a single instance, it is recited herc as typical of what is
taking nlace in a large number of our States whose cxpericnce has followed
the samc broad outline, varied »rincipally in detail and in rate of pro-
gress,

The gubstance exists in abundance uoon which to turn this dlscus-
sion into an exhortation of faith - faith in imwroved highways as an in-
come producing investment rather than a uetter of Governmental expensc.
Just now this is a note to be accented to combat some of the false econ-
omy measures which ere widely urg od as a mcans to heln end the worldewide
economle depression,

This, or any other time, ie not the oroper time for a hysterical
expansion of road building far beyond the cavacity of the established
organizations to adminigter or to tuild officiently. But there has never
been a period in modern timr s whon a rcasonable expansion of highway im-
orovement has becn supperted by so many good and financially sound _
-reasons. World-wide prosverous conditions would offer more good rcasons
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for curtailing road work than the present situation, although it will
be many years before any country can afford to curtail a reasonable
anmeal program of now work in addition to a progressively more sxacting
maintenance of existing roads. Depression is producing roads at costs
so low in comparison to former prices that tae interest charges can bo
carried for some *imo before the total will reach vwhal hag been con-
sldered a fair price. At the same time employment is provided that
materially aids a bad situation.

During Pebruary of this year, a month of minimum possibilify for
using labor on the roadg, more than 170,000 men were employed on State
and Federal aid road wori, which does noet include sny local reoad employ-
ment. This number is rapidly increasing as weather condiftionsg permit.

When the economic pendulum swinge the other way prosperity will
throw additional trafific to the roads, which must be provided for with
naw construction.

These componts are induced by the tomper of the moment to
criticize governmental expenditures in toto without any atiempt to
sgparate expenses from preoductive investment. The present adverse con-
ditions will paszs, but along with the material causes for a return to
more normal conditions, the eloments ¢f faith and ferseceing judgment
will be potent factors in worldwide economic restoration.

Thus & discussion of highway finance, to be of any immediate
value Lo an orgenization of internationnl complexion snd influence, must
concern itsolf with fundamcntals, which may be atfected but car not be
proven wnecund, by adverse conditions.

As a background tliere are certein essential coneiderations. The
eatablishment of sound methods of finsmeing rmet be predicated upon ths
time element and provide for conbtimmily of operations. The improvement
of modern highweys adequate for any nation is a long time undertaking,
and to be accompiished must be egtzblished on a continuing basis. The
annual rate can be oxpanded or conbrasied, bt only reasonsbly so if the
work is to be carried on economically and efficiently.

. iMuch has Peen written concerning the changes brought about by the
Invention of the internal combustion engine, Tut very little academic
discupsion has centered around the perfociion of the pneumatic tire, and
‘Ate imporbence to the growth of highway iranpport has not been as yet
fully evaluatod. Thie combinatlon has vroduced such wide flexibility in
gizes and capacities of loads, such speods, such riding comfort, and in
general such wide and unfettered utility in trausportation that the growth
in highway transpart is continucus.
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Although in many countrieg thers have been already material
chonges, as time masscs there will be a constant and orofound read-
justment in our econnmic and social structure beceuse of the adantation
and exnansion of highway transmort. :

The nresent wtiligation of highwoy transiort may be awmraximately
weasured by the nurber of vehicles in use in promortion to area and also
nomilation. In Advpendix I is indicated the total number of motor vehicles
by countries and the number of vohicles ner sguare wmile and wer 1000 mown-

ulation.

The United Kingdom of Great Britain lesds in the number of vehicles
per square mile, 16.2, and Belgiuw follows with 13.5.- The United States
of America is first in nuwsber of vchicles per 1000 ponulation, 217.5, and
Canada follows with 123.3. At the other extreme the marber of wotor
vehicles in nrojortion to arca and po-wlation is so suell that the in-
fluence usern the economic lifc of tlhie znation is relatively nothing. This
does not indicate that highwny tranemort is non-cxicting or not reguired;
rather it indicates the long strugzle ahcad of thesc nations to provide
adequate highways.

In the countries where highwey trans-ort has developed materially,
the suns annually required for highway construction and maintenancc are
an imortant iten of the annmiasl governmental tudgets. Taking the United
States of Anerica as an examle of the nations in vhich highway trans-
nort has had & very large Qevelomnent, the annuel budgets for highway
nurnoses and th01r relations ta the total budgets £rec shown in Anven-

dix 2. For the year 1930 the Fedorzl Governzent highvay expenses totaled
2.19 ner cent of the total Federal budget receipts., The State exncndi-
turcs for highways for the yoar 1929 wore 91 3 per cont of the State
budget reccipts.

Thcge percentages do not include the expenditures of mamicipali-
ties or other governmentzl units smeller than the State for local roads.
For many years these cxnonditures far excepded the chzbined State and
Federal exenditures and now avwnroximete thez.

In svee countrics the local badgets for roads, other then sireets
in :mnicinalitiés, are relatively sxall to the wnint of non-existence.
In a few the total still exzceds the combined State and pational budgets.
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These facts arc only indicative of the extreme variations be-
tween countries and the utter futility of attempting comparisons or
establighing 1ike practices in countries. The financing of highways
will always bo a product of the cconcmic structure of the country
itself. ’ ' ' :

On the other hand, the general subject of highwey finance
with all of its ramifications hns engaged the attention of reopresen-
tatives of national and international organizations for many years.
From the periodic conferences and congresses have come a series of
studies and conclusions that are beyond doubt exprossive of inter-
national thought and oxporience. From these sources (Sec Appendix 3)
o worldwide viewpoint is obtained. ' -

1t ~ppoars desircble to summarize briefly the principles
expressed upon which there is apparently an international meeting of
the minds of those who occupy positions of responsibility for and
-euthority over highway affeirs in their respective countries. While
as indicated, wide differences in the economic structure and situations
exist between the countries of the world, the same underlying prin-
ciples are applicable to firancial policies in all countries.

These are grouped with particular reference to their dominant
notive or particular application, but swmarized in brief form which
fails to develop the shades of meaning which may be necessary for
application to any particular country. .Also conditions would vary
go widely that it rmst be emphasized nany exceptions can be found in
individual countries to the application of general financial principles.

Group 1. - Administrative Policies Essential to Sound Financing.

Highways should be classified. Broadly the division is: (a)
general use highways; (o) local use highways. These two zeneral
classes may be subdivided.

The general use hizhways would iznclude the roads which are
necessary to the dovelopment of highway transportation and which are
used by the general public.

The local roads would include those whoso principal use is by
these living upoh or. contiguous to thenm.

The basis of highway classification is a study of the proesont
and potential® usc.

‘A highway budget should be established covering nocessary
expenditurcs over a period of years. The budget should be neasured
"not only by the desirable program of coanstpuction and maintenance but
by other rclative nceds for public expendfturc.
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GROUP 2. - Sources end Disposition of Highway Revenues.

The cost of the highway progranm should be distributed equitably
in relation to the direct and indirect benefits to the various classes
of persons or property bonefited, taking into consideration the capacity
of each class to pay, and the other taxes irmposed. The principal sources
of revenue aro:

General taxes on property, which should be conserved so far as pos-
sible for the developnent of local roads;

Assessnments for special benefits to property not to be used gener—
ally but in specific cases, and in proportion to special benefits ar1sing
through road improvement

Road user taxes including licenge fees and fuel taxes not exceéd-
ing a fair burden upon the highway user or the point of diminishing re-
turns. The income from these taxes to be used first for systematic main-
tenance of general use highweys, and the additional amounts for construc-
tion of the general use highways or for the reliring of principal and o
interest of bonds for this purpose. All reoad user taxes except necessary
- administrative expenses should be set aside and used solely for highway

purposes.  Taese taxes should be levied, collected and expended by a
najor govornmental agency, either stale or natlonal.

Mlscellaneous highway inconc. Thls prlnC1pally includes appro-—
priations made from gencral reveonues; also any other special rovenues made
available fcr road purposes.

-

GROUP 3. - Organization and Control.

. Each major unit of Govermment should maintain an adequate highway
organization of trained teclmical personnel continued in office during
competent service wnder Civil Service or-similar fixed policy.

Each najor organization rmmst have sufficient direct or super-
visory control over the road progran to insure direction of expenditure
to the improvement of roads in the order of thelr importance to the
publiic, and to secure the ObJCCthG of a unificd systen or systems where
different parts are built under control of the component divisions of
‘Gevernment. Financial assistance extended by the state and nation to
thé next order of governmentsl divisions is an effectivo method of
securing important objectives. Tims, national aid extended to the States
provides a continuity of najor higliways between states and secures a
correlated national systom of highwzys) and State aid extended to the
counties secures a desirable neasure o} supervision of the techmical
standards and a selection sf improvenment best calculated to supplement
the State road system. This plan nay be used to secure a more equltable_
distribution of costs betwoon the diwisions of government and sources
of revenue.



GROUP 4. - Anticipation of Revenues.

The anticipation of road revonuoe through bond issucs for oxpedit-
ing improvenent of goneral use highways is sound if properly adninistered
under cobipotont nmanagoment, and if the gmount of the bonds issued bears
a canservative rolation to the assgurod incane, ’

GROUP 5. - Construction and Kaintenanoe Progracs.

adequate nointenance costs should bo regarded as a first obliga-
ticn upon road revenues, and the balsnce of the income available fer
new construction ehould be used for improverent of a class &r type |
Justified by $ho potentisl carning ceopacity of the highway.

P R et . R S

Because of the corpetitive condition which has dovoloped in this
country between different forne of transportatzon. ong phase of highway
finance ray be properly touched upon in an internetional nocting, since
this samc situction oxistes in greater or la_ss dogree _1:_1_ sor.c of the
other couniries. '

There are two goneral classes of rural highways, - State -md local
roads. Fodoral financial assistance is oxtended to a portion of the Stato
roads, whichi comprisc in excoss of 300,000 miles. Fedoral ald is. linited
in its spplication to about two-thirds of this mileage. Wiilo tho local
roads in the aggregate inelude sbout 2, 700,000 niles, the competition
which exists Petwosn rall and highway transport ig conf ined alnest
wholly %o the State systens. These systems taken as a whole covor the
Unitod Statos with a network of highwars reaching every important city
and town, erd furnish the routes for all principal intra-state as well
cs inter-state highway traffic moveueant.

There is a very soall enount, if any, of primte car, notor bus
or totor truck opcrationsg which is cumpetﬂivo in any wey with the stoam
railroads on other than tho Stete systads. Since those compriso the
highweys of general use, the road user %taxces have been largely devoted
to thelr congtruction and maintenance.’

Two policies have bocn followed. In some States the annual total of
road user taxes has been expended, first for reiricnance, and socond '
to carry on as large s program as possible of new construction. In many
other States, after deducting maintenance requireaents, & comsiderablo -
portion of tae balance is boing used to pay the intorest and retire the
'ormc,lpal of bonds issuod in anticipation of these rovermues. Any ropain’
ing balance is used. for neow construction.

There have boon no bond issucs in rccont ycars of any con siderablc
size for State road purposce which were not predicated upon the road
uger taxes. If, thereforc, the toval experndifure for State highways is
considered for thae pest ton years, the porcentage of this total supported .
by the road user taxcs shows a steady and large increase.
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The . tota}. disburseuments by the States for State highways 111 1329
were $854,000,000. The income from the motor vehicle fees and the gaso-
line tazes for tie same year devoted io this purpose was $565,000,000.
The bonds {ssued in snticipation of the road user tazes amounted to
$114,000,000 of the total disbureement, bringing the percentage of
total expenditure sumported by the road user taxes to 78 per aeat-

The -terdency is growing rapidly toward the elimination 95 all
general property taxes ty tha States in supporsing the State road
progran, and any taxes leviad uoon tke railroads aad used for this
Turnose can de dispensed ¥ith without Impairing the ability of the
Stztes as & waolz to carry on an adegaate State highway nrogram,

The lecal roads camnot fdirly be brought into any discussion
of competition between rail and highway traensport, since the rail’
movement is from station to ztation, and hizhway movements between
towng and cities are almost exclusively over the State highweysg

In 1929 approximately $750,000,000 was spent for the improve-
ment of local roads, exclusive of city streets. Road user taxes to
the extent of $122,000,000 were used for these roads, or about 18 ner
cent, plus the bond issucs uqed for this purpose supvorted from the
user tazﬁsa

The only cuestion that would scem to be reasonably germanc
to the matter of expenditures for local roeds is whether the taxes paid
by the railroads which are used in eny measure for this purpose age fair
or unfair. That is, this is not a guestion between the road user taxcs
and railroad taxes. The matter of fairness of any taxes levied wupon
‘the railroads for the develonment of local roads cen never be determined
so long as taxing authority over the railroads is distributed among so
many taxing bodics,

in the highﬂay ficld it has tcen a strong contention that the
user tazes slould dc levied, collected and expended under the direction
of the State, and this would seem to he & reasonable plan to follow
in considering any measurcs of relief for taxation of the railroads.
In this conncction, there has bten a tendency to total highway expendi-
tures for both State and loeal roads, and congider the road user tazes
in relation to the whole., Thereo is a vast milerage of wublic roads and
streets whose only service is to the land, whether it be used for any
character of agriculture and other purnoses, or in cities for residen~
tial areas. On these there is no goneral flow of highway traffic.
Their improvement certainly cammot be made a fair charge against the
road user.
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The adjustment bétwcen 8tate and local roads is ranidly taking
place in two ways. Pirst, by an absorption of the more important local .
roads into the State systems, there to be financed in large purt by
the user taxes; and sccond, by the allocation of a goodly mercentage
of the user tazes for the use of the local roads., This adjustment is
talkking place continuouely, so that each year will show an increasing
percentage of the total cost of all roads of general uge paid from the
user taxcs.

S ‘These observations are not intended to be conclusive, but rather
1ﬁdicative of the desirability of a iuore careful study and a more com~ :
plete understanding of the existing facts, and the trends of highway
finaneing, especially as it relates to the conflicts between transnor—
tation agencies, OCertainly every effort should be made to bring about.
relative fairness in all matters vitally affecting the different types
of esgential transnortation.



APPINDIX 1

RELATION OT MOTOR VIHICLES I VARIOUS COUNTRIES
OF THE WORLD TO THEIR AREA AND POPULATION
AS OF JANUARY 1, 1931.

(Data on foreism census of motor vehicles from U.S. Department of Commerce)

"IN ORDER : : NWBIR OF : RATIOS

MOTOR  :HOTOR VEHICLES :MOTOR VEHICLES

OF HOTOR : - FAME OF : _
VEEICLES : COUNTRY : VEEICLES ¢ PER SQUARE MILE: PER 1,000
: : : : _POPULATION
1 United States 1/ 26,697,398 8.8 217.5
2 United Kingdom 2/ 1,529,272 16.2 33.4
3 France - 1,459,650 6.9 35.8
4 Canada ~ 1,224,098 0.3 123.2
5 Germany 679,300 3.7 - 10.8
6 Mastralia ' 567,020 0.2 - 8.8
7 Argentina ' 366,324 0.3 3346 -
8 Italy: - 283,215 2.4 7.1
9 Brazil . _ 159,570 0.1 4.9
10 Spain 189,650 1.0 8.3
11 Yew Zealand 189,615 1.8 13.5
12 India 174,450 0.1 0.6
13 Union of So. Afriea 159,400 0.3 23.0
14 Belgivm 158,¢86 13.5 1.9
15 Sweden 145,273 0.8 23.7
16 * Holland 118,735 9.0 16.0
17 Denmark 110,324 8.5 32.1
18 Japan 95,719 0.4 1.1
19 Tutch Bast Indies 84,783 0.1 1.7
20 Switzerland 81,045 5.1 20.2
<21 Hexico- : 80,801 0.1 . 4.9
22 " QOzechoslovalkia . 79,006 1.5 5.4
23 Algeria 50,250 0.2 - 8.4
24 Irish Pree State 48,400 1.8 16.3
25 Eawaii 47,846 7.5 13.0
26 Uruguay 47,430 0.7 25.6
27 Norway 46,463 0.4 17.5
28 British ialaya 41,652 1.5 29.7 -
29 Poland 41,280 0.3 1.4
30 Cubs, : 41,222 0.9 11.4
31 Austria 39,208 1.2 5.9



APPENDIX 1 (Continued)

RELATION OF MOTOR VEHICLES IN VARIOUS COUNTRIES
OF THE WORLD TO THEIR AREA AND POPULATION,

AS OF JANUARY 1, 1931.

(Data on foreign cenéua of motor vehicles from U.S. Department of Commerce)

IN URDER : : _ : NUMBER OF : RATIOS
OF MOTOR HAME OF : HOTOR  :MOTOR VEHICIES :MOTOR VEHICLES
VEHICLES : COUNTRY 't VEAICLES : PER SQUARE MILE: FER 1,000
12 $ 2 POPULATION
32 Ph11ipp1na Izlands 37,049 0.3 2.9
33 Rumania : 37,000 0.3 2.1
34 Chilse 36,245 0.1 - B3
35 Finland 36,234 0.2 -10.1
36 China 35,489 0.01 .05
37 Beypt 32,527 0.1 2.3
38 . PRussia {U.S5.5.R.) 30,910 0.004 0.2
39:. Portugal ' 30, 557 0.9 5.4
40~ Ceylen 20,727 0.8 3.8
41 Brit. - East Africa 19,453 0.02 1.7
42 Bungary - 19,333 0.5 2.2
43 Greece 19,250 0.4 3.1
44 French Indo-china . 18,595 0.07 0.9
45 Venezuela ' 18,000 0.1 5.9
1/ Includes 173,619 official cars.
2/ United Kingdom of Great Britain
England 1,306,458 25.7 35.1
- Scotland 124,098 4.1 25.4
Wales 64,177 8.6 28.9
Worth Irelamd 27,035 5.2 21,5
Chanmel Islands 5,690 75.9 63.2
Isla of Yan 1,814 8.0 30.2
Total 1,529,272 16.21 33.4



APPENDIX 2

RELATION OF U. 8. GOVERWMEWT HIGHWAY EXPENDITURES
TO TOTAL RECEIPTS

“t A

Highway Expenditures

Fiscal : Yederal Budget : Federal Ald, ¢+ Per Cent Highway
Year Receipts : Forest Road and : Expenditures
H : Natlonal Park : to Total Receipts
1926 : $3,962,755,690 $101,251,001 : 2.56
1927 @ 4,129,394,441 94,917,218 : 2.29
1928 @ 4,042,348,156 ¢ 94,515,723 : 2.34
: H :
1929 : 4,033,250,225 H 97,433,182 : 242
1930 : 4 91,333,001 : 2.19

4,177,941,702

Receipts: From Statistical Abstract of U. S. -~ 1930 (p. 171 -~ Table
No. 182} also World Almanac - (p. 156) - (U. §. Treasury

Figures).

Hishway Expenditures: (Federal aid Roads - Buream of Public Roads.
‘ (Forest Roads - Bureau of Public Roads and
‘ Forest Service. ,
(Fational Parks - Bureau of Public Roads.
(4t. Vernmon Hemorial Eighway.



SPPZRHDIX 2 (Continued)

RELATICK CF ST_TE HIGIWAY DISBURSEMEHTS TO

TOTAL STATE FUNDS AVAILIR

- o e e -

Fiscal State Badgets Hlchways - Per Cent Highway
Yoar H {Receipts) + State Disbursements To All State
1926 : §3,288,904,527 ¢ $621,744,210 : 18.9

- 1927 ! 3,548,465,739 Q7,179,148 . : ig.9
1928 ¢ 3,880,078,608 : 827,549,983 : 21.3
1929 1 4,27, 318,100 910,485,221 H 03
1930 : : :

Source: Financial Statictics of States (1926-1923) Table 2 (Total

Receipts). (Aesreosate of receipts and cash

on hand).



APPENDIX &

Conclusions upon Highway Financo. .
th International Road Congross, Milan, 1926

6th Intcrnetional Road Congress, Washington, D. €., 1930

lst Pan American Road Congress, Puenos Alres, 1925

2nd Fan American Road Congress, Rio de Janeiro, 1928

Joint Committec of The American Association of State Highway
Officizls and U. 5. Antomobile Chamber of Commerce.

15th Anmial Meeting, American Association of State Highway
Qfficials, 1930

4th Congress of Internaticnal Chamber of Commerce, Stock-
holm, 1927 _

5th Congress of International Chambor of Commerce,
dmsterdam, 1229



