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Special Reference to Local Roads and Streets 

Scope 

Consideration of present and past methods of highway financial 

administration reveals slow progress toward a rational spending pro~ 

gram. Demands for increased highway appropriations have in many 

cases diverted attention from the need for wiser spending of what we 

have and more efficient managing of what we spend. Design, construc

tion and maintenance standards have kept reasonable pace with modern 

transport tempo, but policies of administration and finance remain 

essentially horse-drawn. 

Highway tax distribution and the administrative difficult ies 

involved have been examined with particular reference to local 

application of Stat© funds for highway purposes. Last year more 

than a quarter of a b i l l ion dollars in State gasoline taxes and 

registration fees vrer® set aside for roads and streets not on the 

State highway systems. This money was 2 3 percent of total motor 

vehicle tax collections for 1936. Tha largo pert of highway user 

taxes so distributed is an index of the need for studying methods 

of allocating such funds to local governments, for establishing an 

economic basis for shared taxes and State aid, and for inquiring 

into tho uses to vrhich these funds arc nor." applied, the degree of 

financial control retained by the States, and the fiscal and mana

gerial pi tfal ls into which both State and local governments spond 

their -way. 
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Vehicle Taxes for Local Roads 

That highway users should be charged in accordance with their 

uti l ization of highway fac i l i t i e s is the generally accepted theory 

upon which the gasoline tax and registration fee are established. 

It appears to follow therefore that the distribution of such taxes 

to various parts of the highway system should reflect the relative 

t raff ic volumes which they carry. 

In the period of rapid highway expansion which parallelod tho 

growth of motor vehicle travel, tho theory that those who used the 

roads should pay for them was generally conceded, but financial pres

sure created by tho nood for a now system of main roads made i t 

neither possible nor desirable to adopt the corollary that funds 

should be spont with exact regard to Unir origin. With the progress 

of a primary system of highways which such concentrated finance made 

possible, however, there originated in both counties and municipali

t ies a demand that some port of Stato tax collections be returned 

for loce l road3 and streets. Todsy tho wide range in relative pro

portions of funds iaade available to local governments suggests no 

more scientif ic consideration than tho loudness of these demands. 

In 1936, 3 States returned moro than half of total highway user 

imposts to local units of government, 11 over one-third of such 

col lec t ions , and 5 States made no allotments whatever. Local 

roads in one State received 24 million dollars in State taxes, 

while in each of 10 other States loss than million dollars wero 

distributed for highways in local jurisdictions. 



Tax Distribution Laws* 

* Appendix Table A 

State lavs governing tho amount and basis of gasoline tax and 

registration fee distribution jdronpriso a legal labyrinth vihich varios 

in complexity from State to State. Tiro considerations arc involved: 

determination of tho total which shall be distributed by tho State, 

and tho division of this sum among the various local units. Tho 

total share going to local roads is generally oxpressod as a per

centage of col lect ions, a specific part of each tax loviod, or a 

predetermined flat sum. Tho allocation to each local unit may then 

bo made according to the population, aroa, asscssod valuation, road 

mileage, or on tho basis of vehicle registrations or tax collections. 

In tho caso of the registration foo, however, shares are often 

retained by each separate local unit at the time of collect ion, 

either as a fixed amount per registration or a percentage of total 

receipts. 

Although the total amount of motor vehicle taxes grontod for 

local road purposes may have no relation to traffic noods originating 

on those systoms, in a largo number of States registration fees arc 

allocated among the separate units with a regard for relative traffic 

potent ial i t ies . Thus Arizona counties retain 50 cents for each 

original registration, while in Alabama 20 percent of total receipts 

from this source are used in the counties xvhorc the taxpayers reside. 

In tho case of the gasoline tax, however, not only does tho original 

sum granted by the State have l i t t l e bearing upon traff ic volume and 

intensity, but also tho allocations among individual local units are 

gcnorally based upon formulas which arc untenable. Alabama., for 



example, distributes 3 cents of a 6*cent tax equally among i ts 67 

counties, tdiile New York counties receive 20 percent of collections 

according to the road mileage of each county. In Tennessee one cent 

of the gas tax i s distributed to the counties equally, i cent on 

county areas, and i cent according to county populations. 

When money is distributed equally among local road units 

•which vary in size and stage of development, or on the basis of land 

areas and road mileage which bear no relation to traffic conditions, 

there i s l i t t l e chance that distribution wil l be economically justi

f iab le . Only by chance wi l l highway income be in reasonable balance 

with the demand for funds. 3vcn population and assessed valuation 

may be poor indices of the proper share of taxes required by local 

governments for transport f a c i l i t i e s . Questionable practices of tax 

allocation accordingly help to make possible such variations in road 

expenditures & 3 found in North Carolina before the State assumed con

t ro l of a l l rural roads. Tha annual road expenditure in ono county 

was $1X4. per mile, while in another i t was $688. Similar conditions 

were found in loam in 1933 by a study of tho Brookings Institution, 

which revealed that i f State funds wcro distributed on tho basis of 

some defensible index such as traffic or vehicle registrations 

(instead of aroa) allotments would havo boon reduced considerably 

in 75 percent of tho counties. 

In general tho conclusion may be drawn that prosont mothods 

of State fund allocations to local roads and stroots arc no loss 

heterogeneous and unscientific than arc tho rates and bases of tho 

taxes through which these funds are raised. 
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Economies of User Tax Distribution 

The question of what share of State motor vehicle taxes should 

rightly be allocated to roads and streets other than on the primary 

system involves fundamental concepts of highway economics. The pur

pose of roadbuilding is to provide for adequate traff ic fac i l i t ies 

at the lowest possible cost , including both road costs and vchiclo 

operating costs. In spending for the highway program thoroforo funds 

must be allocated to those parts of tho transportation system whore 

improvements will bring about the groatost reduction in total cost 

and tho greatest u t i l i ty in adequate service. 

Since limited funds do not permit simultaneous betterment of 

all roads, the clement of time is of great moment in an oconomic dis

tribution of vehicle taxes. If funds wore returned to local roads and 

streets in the amounts generated thereon, prior to adequate develop

ment of a system of main highways, the higher cost of transportation 

for the rany vehicles on congested primary routes would far outbalance 

tho reduction in operating costs on the local roads. Also, whereas two 

road systems may carry oqual amounts of t ra f f ic , expressed in vehicle 

miles or gasoline tax receipts, yet the needs of either depend largely 

on the type and distribution of this travel: whether highway ut i l iza

tion has been intensive, as on heavily trafficked main roads, or 

extensive, as the dispersed use of a largo network of local rural 

roads. It must also be known in what ratio heavy trucks and buses or 

pleasure vehicles have accounted for traffic volumes. Furthermore i t 

is important to recognize the integration of motor travel on the 



various road systemsi and the fact that i t is,the entire tr ip which 

must he made at lowest cos t , as ve i l as the entire motoring popula

tion T.rhich must bo considered in tho computation of total costs for 

the entiro highway system. 

Tho aspect of the principal routes as revenue producers is 

sound in principle. So largo a percentage of tho actual use of 

those is recreational in character that tho -potential increase bv 

roason of wholly adequate fac i l i t ios should bo solf-cvidont—not 

only this , but tho competitive nature of rocrcational offerings. 

Tho highways must compete with othor classes of rocrcational 

inducements. In tho business of tourist t raff ic one route becomes 

competitive with other routos, region with region, and oven State 

with State. The impact of tho dogroo of adequacy of major highways 

has largo effects upon both private and public income. The finan

c ia l support for local road improvomonts depends to great oxtcnt 

upon the excoss earning capacity of tho main roads, which in turn 

is dependent upon tho attraction of potential t raff ic resulting 

from the offering of satisfactory f a c i l i t i o s . 

Broader understanding of tho purpose of a highway transpor

tation system, viewed as an entity, wil l demonstrate tho importance 

of such concepts as priori ty and intensity of uso, rathor than 

intogratod vehicle milcago alono, as standards by which tape alloca

tions must bo measured and financial policies adopted,. 
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DISTRI3UTI0II OF IIOTOR VEHICLE 
1927-1936* 

TAXES FOR HIGHWAYS 

Year Total VuhicTo 
Taxos Collected 

Anbuht" forHSTa/to 
Jlighways 

Percent Amount for Local 
Roads <?- Streets 

Fere ont 

1927 $ 560,027,983 ^409 , 596,88 5 73.1 1123,176,360 22.0 

1936 1,057,995,000 533,616,000 55.2 265,1+96,000' 25.1 

Percent Change 
1927-1936 +90 +lt2 -17.9 +115 +3.1 

It v i l l bo noted that whereas in 1927 vohiclo funds available for 

highway purposes wore 95»1 percent of tho total , last year only 80.3 

percent of tax collections were used for highways. This increasing uso 

of road funds for other purposes appoars to have hit hardest tho Stato 

highway systems, though hidden and unreported diversions by local units 

of government make impossible any definite statement on this subject, 

* Detailed tabulation appears in Appendix, Tabic 3. 

Trend in State _Tax_ Distribution. 

Of the total collections of Stato rioter vehicle ta::os in 1927, 

73.1 percent wcro used for State"highv.-ay purposes and 22.0 percent for 

local roads and streets. By 19?6 the percentage of usor taxos spont on 

State roads had decreased to 53.2 percent, vhilo local road allocations 

incroasod slightly to 25.1 porce-.it. During this 10-yoar period, however, 

total vehicle taxes increased 90 percent, so that tho roducod State high

way share s t i l l represented a i}2 percent dollar increase, and tho 3.1 

percent rise in the local road allotment "..as on actual 115 pcroont 

dollar increase. Those figures art; shown in Tablo 1. 

TABLE 1 

http://porce-.it
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There- has boon more widespread recognition in the past doco.de 

of tho right o f subordinate units of government to sharo in State 

taxes. For whereas 20 States distributed gasoline taxes to local 

roads and streets in 1927» in 1936 there wore 36 States making such 

allotments. Registration foos were used for local roads by 27 

States in 1927 and by 32 States in 1936, 

City Stroots 

Because funds allotted to counties in many States may bo usod 

within municipalities, and bocauso such expenditures arc not always 

reported separately, i t has not boon possible to determine accuratoly 

tho amount of State money spont on c i ty stroots. Accordingly thoso 

sums have boon included with local road apportionments, and oxpondi-

turos on urban oxtonsions of Stato systems havo boon included in 

State highway disbursomonts whore i t has boon possible to sogrogato 

them from other local road and stroot funds. Tho best figure 

obtainablo for Stato money spont on c i ty streets is $31,1)63,000, 

compiled by the U. S. Bureau of Public Roads for 1936. Eloven 

States report such oxpondituros. 

Administrative Sot-Ups 

Highway administrative agencios in the Unitod Statos include 

the States, counties, towns and townships, incorporated ci t ies and 

v i l lages , and miscellaneous local divisions of government. In each 

State tho s i zo , typo and number of such agencios in operation and 

tho relation or lack of relation among thorn differ widely. 

http://doco.de


Ir. U States al l rural roads arc administored by tho Stato 

highway dopnrtnonts, while 26 Statos*havo Stato and County organisa

t ions, 6 have Stato and township systoms, and 12 havo throo systemss 

Stato, County, and Township. In addition to thoso rural systons, 

a l l Statos contain municipal organizations rfoich havo chnrgo of 

urban stroots, and half tho Statos havo furthor indopondont or 

soni-indopendont divisions within tho county, such as commissioners' 

districts and spocial assossnont distr icts , both rural and urban. 

In most Statos thoro is noithor control by tho Stato over tho 

sponding of funds allocated to lossor govommontal units, nor is 

thoro cooperation botweon tho Stato and local highway organizations. 

IThoro lows designato that tho Stato shall approve county construc

tion programs financed with tho assistance of Stato funds such 

approval is not uniformly follovrod by adequate suporvision of tho 

actual work. I'/horo counties aro invitod to sook tho aid and advico 

of tho Stato, in practice tho results aro far from reassuring. 

Trond toward Contralizod Administration 

At tho closo of 1930 thoro were 32l;,l)96 riilos of highways 

undor State.control. By tho ond of 1936 Stato controllod niloago 

had increased to 533»lWl- ni los , a 6h»3 percent addition in 6 

yoars. Such lias been tho progress of a movement toward contralizod 

highway administration vMch began in North Carolina in 1931* By 

assuming control ovor tho State's U6,800 r i les of county roads, 

North Carolina was the f irs t to consolidate- i ts entire rural high

way system under tho Stato highway dopartnant. 

* Including the State of Tfashington, although 2 of its counties s t i l l 
contain township units. 
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Year Number of Statos Miloagc Involvod 

1931 3 73,651 

1932 l 37,028 

1933 3 37,7W+ 

193^ 5 7,190 

1935 - h 5,623 

1936 10 10,696 

TOTAL 21*** 171,932 

* Except 3 counties which have elected to retain control of local 
roads. 

** A detailed tabulation appears in tho Appendix, Tablo C 

*** Several Statos offooted more than one consolidation. 

It ims not long, howovcr, before complete centralization was 

adoptod in ¥ost Virginia, Virginia* and Dolawaro. In I&ryiand 20 

out o f 23 counties have turnod over thoir roads, f o r maintenance by 

tho State, while a program, o f consolidation undor way in 

Pennsylvania has rosultod in State participation in the maintenance 

of 146,000 E i i l o s o f township socondary roads. On January 1, 1938, a 

total of 2,57U miles o f Pennsylvania r G a d s in townships, boroughs 

and c i t i e s w i l l he absorbed by tho State. Popularity of the road 

consolidation progran since 1931 nay bo judgod by figuros in 

Tablo 2..which show highway transfers to the State highway depart

ments. 

TABLE 2** 

TRANSFERS OF LOCAL ROAD MILEAGE TO THE STATE HIGHWAY DEPARTMENTS 
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Twoirty-six soparato transfors havo boon made in tho six-year 

period 1931-1936, involving 21 States and nearly 172,000 n i los . It 

is of interost that last year 10 Stntos wore involved in such trans

fors, or twice tho nunbor in any previous yoar. 

Furthor consolidations have boon offoctod among tho lossor 

units of government in the assumption of township road responsi

b i l i t i e s by county highway organizations. It is gonorally 

concodod that the township, which in most casos contains an aroa 

of 36 square miles or loss , has no placo in officiont highway 

administration, and in the past sovon yoars k Statos havo dono at/ay 

with theso ineffective highway administrativo agonoi'bs and adoptod 

a so-called county-unit form of highway organization, With this 

typo of administration a l l roads within the county and not a part 

of tho State system, arc operated as a unit, with local ly collected 

taxos in townships and districts boing spent by tho central county 

administration ydthout rogard to township or distr ict l inos . This 

county unit plan makos possiblo moro economical uso of road 

machinery, a broador tax basis, cooperation and planning, oconoqy 

in rsaintonancc operations, quantity purchasing, and nocossitatos 

tho budgeting of funds and tho keeping of cost rocords. Ihcn 

Michigan rocontly completed tho transfer of 60,000 milos of town

ship roads to county-unit control, there wore eliminated 1,376 

snail administrativo units. 

Causes of Consolidations • 

Tho imriodiato cause loading to centralization of road 

administration in North Carolina appears to have been the public 

dosire, accentuated by economic depression, to oscapo from county 
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proporty tax l ev ie s . It was proposed that the Stato assume al l 

future highway financial requirements, with the aid of a one-cent 

incroaso in tho State gasoline tax, except that tho counties should 

continue payment for tho servicing of highway obligations previ

ously incurred. Tho shift ef financial responsibil i ty, then, was 

from property to motor vehicles and from local governments to tho 

Stato. 

This centralization plan, howovor, suggests something more 

than a temporary r e l i e f measure. For i t i s doubtful that tho 

counties would have acceded to such surrender of autonomy had tho 

past record of county highway administration proved efficient and 

economical• That such terns could not. be applied to a majority of 

North Carolina counties was ovident from tho conditions n/hieh tho 

Stato found in oxistonco upon taking over local road affairs . 

Instead of 67,000 miles of roads l i s ted by tho counties only 

1*5,000 miles could bo found, dospito the fact that 2,590 milos 

had not been accounted for in tho original f i gu re Maintenance 

varied from satisfactory standards to hopeless inadequacy, and 

maintenance records in many counties did not oxis t . Some 

counties wore found oversuppliod with machinory, others prac

t i c a l l y desti tute, and in nearly a l l cases nachinos wero oithor 

cbsoleto or badly in need of repair. Such causes as thoso, 

rather than temporary tax re l i e f , . a ro thought to have boon 

fundamental in tho trend toward Stato assumption of local 

roads. That tho trend has not slackened with return to more 

normal economic conditions may have a bearing upon this point. 
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Property Taxes for Roads 

Whatever is to be said for or against State centralization 

of highways, the concomitant policy of relieving property of i ts 

share In supporting the highway does not conform with the generally 

accepted theory of hijjhwav economics: that costs should be paid in 

accordance with service rendered. The shifting of road administration 

from local to State control involves no alteration in the principle 

that highways sorve other functions than thoso directly relating to 

motor vehicles. In an equitable allocation of highway costs, rational 

payments for land service are rightly chargeable to the land which 

is served. Property levies are an essential part of highway income, 

and their elimination may not only deter a proper development of 

highway fac i l i t i es , but may also constituto an unfair burden upon 

the motorist. 

A second criticism of policy in connection with highway 

centralization concerns the tendency of the State to neglect i ts 

f i rs t responsibility of ^reserving the integrity of the'primary road 

investment and of providing necessary extensions. A shift in adminis

tration does not relieve the State of obligations previously assumed, 

and the requirements of the main road system must be recognized prior 

to further tax allocations. 

A large element of overriding the recommendations and warnings 

of the State highway departments has characterized the adoption of 

State policies throwing the cost burden of additional large mileages 

upon the incomes from user taxes available to the Department and 

usually inadequate for the requirements c f the existing major highway 

svstems. 



Criticism of Snal^AAmMstratiy^jfaUa 

. • It i s self-apparent that many small roadbuilding entities 

now in operation are outworn re l i c s of the dependence ef transportation 

upon the horse: that both the time and distance of travel upon which 

their l imi t s were fashioned have been reduced to negligible importance. 

Administrative scope has expanded, and this fact must be recognized 

by eliminating the mult ipl ici ty of highway organizations of minor 

units cf government which make impossible the operation of highways 

as a coordinated system. A small unit is generally unable to afford 

proper engineering personnel, i t s staff may he subject to frequent 

changes because of e lect ions, and in general undue emphasis is likely 

tc be placed upon p o l i t i c a l rather than technical considerations. 

Short radi i of operation make the use of modern road machinery 

uneconomical through excessive overhead and numerous duplications, 

while small purchases of supplies and materials impose penalties of 

higher unit p r ices . Variations among the jurisdictions in area, 

population, taxable valuation, road mileage, topography, climate, 

vehic les registered and t ra f f ic volumes may make possible the extension 

of road f a c i l i t i e s beyond t raff ic requirements in one county, while 

a neighboring unit may be financially unable to provide the taxpayer 

with a las t ing return for the money he pays for satisfactory highway 

services . Budgeting, accounting, debt control and planning are generally 

beyond the pale of local road administration, while lack of continuous 

maintenance, the use of force account methods, and incompetently con

t ro l l ed spending of funds collected outside the local jurisdiction are 

weaknesses generally in evidence. 
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Variations among Counties and Statos 

In nest discussion relating to tho merits or domorits of 

centralized government i t is claimed on tho one hand that tho county 

is "too small" to offoct a proper highway administration, and on tho 

othor that tho Stato is "too large." Either statomont inplios that 

countios and Statos aro essentially homogonoous, and that thoro 

oxists a standard-size govornnont unit most applicable to propor 

highway nanagenont. Yot neither countios nor Statos aro homogono

ous units. Countios nay diffor in aroa from tho 25 square milos of 

Arlington County, Virginia, to San Bernardino's 20,175 square niloe 

in California. This latter county is larger than tho throo Statos 

of Now Jersey, Delaware and Maryland conbinod. In population varia-

tions arc ovon more pronounced, Loving County, GaH-for:ria, for 

oxamplo, having but 195 rcsidonts comparod v;ith h million porsons 

living in Cook County, I l l inois . As regards tho Statos, tho largest 

area is 250 timoo that of tho smallest, whilo populations vary in 

tho ratio of 138 to 1. Nino Statos havo noro than 100,000 milos of 

highways (Texas has ovor 200,000) whilo six have loss than 15,000. 

The fact that a county my bo larger than tho State of Dolawaro, in 

which Stato centralization of highways is in effect, presents tho 

possibil i ty that tho Stato may actually bo "too small" and tho 

county "too largo." 

Consideration of the county as a highway administrative unit 

must toko into account the two different general typos of county, tho 

rural, and the urban. It is the rural county which is oo often 

tmadaptod to the performance of highway functions because of tho 

limitations of its resources and tho lack of sufficient highway 
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ac t iv i ty to permit large-scale operations/ either intensive or extensive. 

The urban county w h i c h contains a large city and considerable traffic 

and population, however, is by reason of i ts wealth, responsibilities, 

and intensive road needs, a log ica l highway administrative unit. Such 

urban counties nevertheless are handicapped in their function of 

improving highways by reason of the fact that they are usually part of 

a larger metropolitan area embracing more than one county, as well as 

lesser jur isdict ions such as towns and v i l l a g e s . ' Definite legislation 

i s accordingly needed for effectuating correlated action throughout 

the metropolitan d i s t r i c t , both in planning the transportation system 

as a whole and in deta i l , and in fixing pr ior i t ies for the improvement 

program. It i s necessary, therefore, to distinguish between such 

counties, and to recognize that to speak merely of the size of an 

administrative unit may be inconsequential, i f not misleading. 

Since such special considerations must be taken into account, 

i t seoms obvious that no definite standard-size unit can be pre

scribed which w i l l be a universal absolute for highway administration. 

The intensity of highway needs varies, as "e l l as the degree to "hich 

a region has been developed and the type of i t s development. Large 

agricultural regions might prove nearer the optimum unit for highway 

administration than large areas of concentrated industrial development. 

Physical characteristics such as topography and climate are important 

factors for consideration as well as possible sources of highway 

funds and probable necessary amounts of expenditures. 

The Optimum Size.of Highway units 

Certain characteristics cf local government mentioned are 

susceptible to correction, such as lack of planning, budgeting, and 
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other administrative matters. It is claimed by the opponents of central

isation that county government may be revived by effecting reform 

along these l ines. But many criticisms against the local highway unit 

as an administrative body are functions of physical characteristics 

which are not susceptible to "reform." No matter how efficient i t s - ' i ; 

system of accounting nor how expert i ts highway commission, local 

government may s t i l l be limited to uneconomical operations unless i t is 

able to raise sufficient funds to pay the highway b i l l and unless the 

scope of construction and maintenance requirements will allow fullest 

util ization of equipment, a proper distribution of overhead and the 

economical operation of a competent engineering organization. 

Tho economist recognizees that a profitable industrial plant is 

limited in i ts physical equipment to an optimum unit of operation: 

that unwieldy production units cause economies of large-scale produc

tion to give v,ay to dis-cconomies, and that particular circumstances; •. 

may alter the optimum plant even in the case of similar products. On 

the other hand, horizontal combination of a number of optimum produc

tion units under centralized administration is entirely in keeping-

with economical operation. Tho so-called American trust is an example 

of such horizontal contines. In other words an industry may require 

technical decentralization and managerial centralization. 

This principle of economics appears to be applicable to the 

provision of highway fac i l i t i e s , in which optimum highway operating 

units night he determined upon, and their management directed centrally. 

Such is the general plan adhered tc in the division of State highway 
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systems into engineering dis t r ic ts j and suggested in the relation 

existing "between the Federal and State governments. 

It does not appear unworkable that a l l rural roads in a State 

might be operated on a similar basis . Bach State might contain several 

highway operating units varying as to optimum sizes in accordance with 

particular considerations. These d is t r ic ts might be a grouping of | 

counties or other local jurisdictions into regional areas. In snail 

States or States essentially agricultural the entire area night be 

determined the optimum, in which case consolidation of a l l roads in the 

State would be economically in order.. Whatever the size and number of , 

operating units, however, financial and planning administration night 

s t i l l be centered in the State. 

The establishment of the State highway departments was recogni-

tion of the need of centralized administration In creating a primary 

system of roads, and in the spending of State vehicle taxes with 

wisdom and coordination for the best interests of the whole State. 

Local units o f government on the other hand were l e f t to administer 

their individual highway affairs, which were truly local affairs 

financed by local money. With the State-wide extension of motor trans

port , however, a l l roads within a State developed into a network which 

it was necessary to view as a whole. Recognition of the wider influence 

of secondary roads was granted in the form of allocations of State 

money to loca l units of government which were not established to be 

expending agencies for such funds. Accordingly, the principle cane to 

be tolerated that there should be centralization of certain highways 

in the State, financed by State funds, and decentralization of certain 
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other roada, also financed with State taxes, in a multiplicity of lease? 

governmental units. There ia basic conflict between those two pol ic ies . 

On tho one hand i t is accepted that the highways constitute a closely-

knit system; on tho other hand uncorrolated pol ic ies of finance develop 

then as a patchwork. 

The chief objections to State control of al l highways are for 

the most part poli t ical rather than economic. That is , there is 

general recognition of tho possibi l i t ies of economy and a coordination 

with control centered in the State highway department, but there is 

fear concerning the effect on local government which might result 

from eliminating local highway administration. Such action, i t is 

assorted, would tend to discourage interest in other local governmental 

functions and eventually to bring about complete State centralization. 

This would bo the f irs t stop, according to stock arguments, toward 

the destruction of self-government, Individual initiative, and 

democracy. 

The "fine-woven rhetorical expressions* advanced in behalf of 

local government, i t is pointed out. must be tempered with the conmon-

senao observation that highway transportation i s not a function 

properly confined to imaginary and outmoded pol i t ical boundaries. To 

claim that the preservation of democracy depends upon the maintenance 

of such a system has been construed by son© as an argument for govern

mental waste and inefficioncyi and to extol tho snail local unit as a 

"school for democracy* has been challenged on the grounds that account

ing and engineering are so often omitted from i ts course of study. 
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The statement has been made that i f democracy can coexist with such 

philosophies of government there i s l i t t l e fear that it would perish 

from State financial administration of highways. 

Factors Supporting Centralization Trend 

A consideration of importance with regard to the future possi

b i l i t i e s , of. centralized highway administration is the recently inaugurated 

Federal assistance for secondary road development. During the depression 

years secondary roads and urban streets were granted various emergency 

appropriations by the Federal Government for the prime purpose of further

ing employment. In the present f i sca l year, however, regular Federal aid 

grants of $25,000,000 are available for secondary road improvement, to 

be matched by equal amounts of State funds. It is of significance that 

the. State highway departments may enploy the services of competent 

.county highway organizations, acting under direction of the State, in 

the preparation of plans, surveys and specifications, and in the super

vision of construction. Where laws limit the State highway department 

in the extent of mileage i t can maintain, the State may draw up agree

ments with lesser governmental units which will attend to the 

maintenance of these secondary roads. Ho sxich agreement will be 

approved, however, i f any road previously built with Federal funds and 

currently maintained by a county or lesser po l i t i ca l unit is not being 

kept in satisfactory condition. 

Centralization and Planning 

A further development toward closer cooperation between State 

and county, and greater control by the State over local roads i s the 

promising poss ib i l i ty of State-wide highway planning. Surveys now 
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under way to provide the facts necessary for plans nay be made the . 

instrument for publicizing tho inadequacies of snail highway units, 

and for revealing to the taxpayer how nuch of his noney supports obso

lete governmental machinery instead of better roads. It is also hoped 

that State lo.;;i slat ion nay follow the findings of such surveys when 

questions of hi.:hway administrative roform arise. 

Some of the immediate purposes of tho State-wido planning surveys 

are includod in tho following: 

1. To define the mileage of roads within each Stato to be 
supportod by public funds. 

2 . To determine the uso made of the parts of this system, 
hence the sources of necessary taxes and their 
proper distribution. 

3. To determine future construction requirements for 

extensions, improvements and replacements. 

k. To determine tho priority of such construction projects. 

5. To estimate nocossary maintenance operations, 

6. To estimate future highway income and to budget this sum 

according to estimated future financial, requirements. 

These several purposes emphasize the need for control by a central 

agency to supersede uncoordinated plans which result from th© operation, 

of a large number of highway jurisdictions acting independently. In 

order that planning nay be effective throughout the State there must 

bo an administrative control with greater power than any of the 

separate minor units. Planning which is "State wide" cannot be 

attained by a number of individual plans within the State, but only by 

a central plan which applies to an integrated Bystem. 
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.. I n r o v i e w o f t h : - foregoing status and trends in State vehicle 

tax distribution for highways and in highway administrative procedure, 

a summary of the data i s presented, followed by a l i s t of conclusions 

and recommendations sures ted by than. ; 

A SUMMARY Of FACTS 

1, Approximately one-fourth of a l l State motor vehicle taxes 

were distributed for local road and street purposes in 1936. 

2. Tho share of Stato funds allocated to local roads and 

streets has increased only 3.-I percent in the last ten years, while the 

actual noney so distributed shows a 115 percent dollar increase during 

the samo period. 

3* ''She State - highway share-of motor vehicle taxes has decreased 

more than 17 percent in 10 ''ears, while the dollar allotment has 

increased %2 percent. 

k. State funds are distributed to local units of government in 

widely varying amounts and without regard to t raff ic generated, five 

States naking no allocations and ^ne distributing more than 2k million 

dol lars . 

5. Methods of distribution anon-?: each separate local unit are 

generally untenable, being made in equal amounts or on the basis of 

area, population, road mileage, assessed valuation, vehicle registra

t ions, tax col lec t ions , ' or a combination of two or three of these. 

6. In most Cases the States retain no control, or merely nominal 

control , over the spending of vehicle taxes used' on local roads and 

streets . 
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J. lour Statos have consolidated a l l rural roads in the State 

highway departments, whilo 2b Statos have State and county organizations, 

6 have Stato and township units, and 12 have three systems: State, 

county and township. 

5. In tho past 6 years 21 States have shifted 171,932 .miles of 

local roads to Stato control, constituting a 64.3 percent increase in 

State mileage during that period. 

9. More States were involved in local road consolidations in 

1936 than in any previous year. 

10. In the past J years k States have eliminated a l l township 

road units. 

11. The highway consolidation movement has shifted the highway 

tax from local to State government and from property to motor vehicles. 

R3GQMM3SJDATICNS AID CONCLUSIONS 

1. Allocation of State vehicle taxes to local roads and streets 

should "be made with roforonco to both volume and intensity of traffic 

generated, but with consideration for the priority of primary road..;//;., 

requirements so that transportation fac i l i t i es for the integrated system 

nay be adequate and at lowest total cost. 

2. The State should maintain adequate control over a l l projects 

on which State money is used. 

3. Arbitrary poli t ical boundaries have no relation to functions 

of highway transport. 

h . A highway operating unit may be limited in its abi l i ty to 

function economically by reason of certain characteristics inherent in 

small-scale operations. 



5* A highway administrative area is not necessarily limited to 

the optimum unit determined upon for construction and maintenance 

operations, and should embrace sufficient area to permit quantity 

purchasing, specialized personnel, and a coordinated highway program. 

6, With the transfer of local roads in State control, benefits 

to land remain a l ig i t ina te highway service which should be recognized 

by property contributions to the highway fund. 

7. It i s important that the State should provide f irs t for all 

primary road obligations before assuming added burdens in connection 

with l o c a l roads, 

S. Federal aid for secondary roads is recognition of the fact 

that such parts of the highway system are of more than local service. 

This hew Federal' po l i cy promises to create closer cooperation between 

States and loca l units. 

9. State-wide planning surveys constitute the f i rs t wholesale 

attempt to bring before the public and legis la t ive bodies facts con

cerning the need for sane financial and administrative po l i c i e s . 

10. State-wide plans,cannot be-successful without a centrol 

planning authority. 

11. The failure of any State to provide a major system of high

ways not only adequate but attractive to the rapidly growing tourist 

and recreational t raff ic . resul ts in large losses of potential income 

to the public from the user taxes and to private business relying upon 

the highway travel. . • • •• • 



The failure to establish and to follow sound principles of 

financial administration is a serious cause of lack of progress 

toward adequate major highways 'whore this condition exists. 

12. Tho wasto of highway funds "by duplicate local units 

and the \inecononical operations they necessitate "brands financial 

administration tho least progressive field of highway transportation. 

file:///inecononical
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SUMMAKY 

REPORT OF THE DEPARTMENT OF FINANCE 

"Last year approximately a quarter of a b i l l i o n dollars, or one-

fourth of total State motor vehicle col lect ions, were distributed for 

local road, and street purposes. 

Study of the past 10-year trend in thlo allocation of State 

funds reveals that t h e 1936 allotment was more than double t h e amount 

distributed to local jurisdictions in 1927. The percentage o f total 

collections so distributed, however, has increased during t h a t period 

by only 3 percent. 

The amount of Stato funds spent on Stato roads has also increased 

in this 10-year period, but the increase has been only ^2 percent as 

compared with th© 115 percent increase in local road apportionments. 

Moreover, thoro has been an actual decrease of 17 percent in tho share 

Of total Stato taxes GO usod. This discrepancy appears to bo a result 

of a wholesale use of funds for otho:. than highway purposes. 

Tho amounts of user taxes going to local units of government 

vary widely from Stato to State, as do the methods upon which such 

distribution is based. In 1936 five States made no allocations to 

local r o a d B , while ono Stato distributed two-thirds of a l l motor vehicle 

receipts. Distribution among tho loca l units was found to bo based on a 

variety of cr i ter ia , including population, a r e a , vehicle registrations, 

valuation, tax col lect ions , road mileage, and combinations of these 

factors. In some States these funds are distributed equally among t h o 

loca l governments. 



It has boon found that theso methods of local road allocations 

often fa i l to reflect properly tho needs of tho highway system as a 

whole. For an oconomic dlotribution of fundc requires that money be 

spent according to tho noode of t raff ic , expressed in terms of tho 

lowest possible total cost of transportation, which includes not only 

road costo but vehicle operating costs. In other words i t is not 

merely total traffic which must be considered, but the concentration 

of thia t raff ic: tho intensive as well as the extensive uso mado of 

the highway system. Moreover, since a l l noodod improvements cannot 

bo made simultaneously, funds must bo opont according to a priority 

which wil l permit the largest reduction of total transportation costs 

to be made f i rs t . In determining this priority i t should bo remembered 

that because of tho integration of traffic on several road systems, i t 

is advisable to improve tho primary ayetorn f i rs t , since i t carries the 

largoet amount of concentrated traffic and i t s improvement bringo about 

increased travel and increased receipts for tho support of local roads. 

It hao boon found that the spending of Stato funds by local 

governmentB is not alvnyo to boot advantage because i t io not properly 

controlled by the State. In addition, a complexity of lesocr units of 

government discourages broad improvement programs, coordination, and 

long-range planning. Many local units do not compriso sufficient taxable 

wealth and highway activities to qualify them as logical highway adminis

trative agencies. 
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<Er. tho' search' for tho proper scope' for ..highway activi t ies it is 

concluded-that there any be a distinction, botvreen the highway adminis

trative unit and the .©co.ioMc operating units- .that the former may 

comprise 'several ef tho lat ter . - This principle vis recognized to some 

extent'iu..the-relation botueq:. .the Bureau of Public Roads and the Stato 

highway • departments,, as -woll.es in the division of ia State into - State 

•highway dis t r ic ts . • . 

Operating w.its which 4 c not havo sufficient taxable wealth and 

traffic may-require consolidation before thoy aro able to perform thoir 

functions ocoi.omicolly.- Among other thi;-.,;s tharo must bo sufficient 

;road work to allow efficient -utilization of equipment, and sufficient 

appropriations to permit a competent engineori'.;?; force. 

J;.':;vv;.f Two types -of counties are reeo.-SKizod: ..rurel and urban. Rural 

•county-highway unite may comprise.largo ereas for .economic highway 

operations, whilo the urbf.n .county, .because of i ts -.voclth., p o p u l H t i o n , 

Vand, t raf f ic , nay, properly bs confined to.a sk ip 11 croc. Boceuso the 

urban-county i s usually part of -e lar^r.-uetropolitca e r 3 c containing 

other countios, cs. v/all as . tens and vi.lloges, iranodiate legislation is 

needed for effeetucting .correlated action, both in planning-the _trans

portation .system of, tho region as u whole ane in de ta i l , and in fixing 

priprltios .for., improvement programs. _ 

_ ,.Correction<-of .the weaknesses of h i f j h r s a y administrative .finance 

when left to the discretion of c, lcrgo number o f local governments, hr.s 

been attempted by consolidation of rosd units , particularly by tho 

http://-woll.es
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transfer of local roads to State control. In tho post 6 years 21 States 

have taken ovsr 172,000 miles of local roads, constituting a 64 percent 

increase in Stato mileage during that period. lour States have eliminated 

all local ly administered rural highways. As regards the other adminis

trative set-ups, 2o States have State and county organizations, 6 havo 

Stato and township units, and 12 havo three systems: State, county 

and to.vnsh.ip. 

Transfers of local roads to State control havo brought about a 

shift of the road burden from land to motor vehicles and from local 

government to the Stato. 

Although the road consolidation movement was precipitated by 

the recent economic depression, as a moans of relieving property cf 

the road tax burden, it appears that tho inherent failings of incom

petent local governments have been underlying causes of tho movement. 

For in 1936 10 States effected local road transfers to their Stato 

highway departments, a larger number than in any previous yoar. 

It is fe l t that the policy of Federal-aid appropriations for 

secondary roads, as well as th© trend toward highway planning, wi l l 

in many cases accentuate the movement for State administration of rural 

roads. 

http://to.vnsh.ip


APPENDIX TABLE A* 

LEGAL PROVISIONS REGULATING THE USE OF STATE MOTOR VEHICLE 
FUNDS FOR LOCAL ROADS AND STREETS 

State 

Alabama 
Arizona 

Arkansas 

California 

Colorado 

Connecticut 
Delaware 
Florida 

Georgia 

Idaho 
I l l ino is 

Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 

Tax Rate 
_(CentsJ_ 

6 • 
5 

6,5 

3 

4 

3 
4 

•7 

.6 

5 
5 

4 

3 3 
5 
5 
4 

•L_~ .Gasoline. Taxes 

Distribution to Local Roads and City Streots 

Maryland 

Massachusetts 

3 cents to counties, distributed equally, 
3/10 to counties, according to gasoline 
sales in each, 

7.7 percent to counties, cn basis of 
population, registration and area. 

1/2 to counties; v5,000 for each county 
and county-city, four times par year. 
Balance distributed according to regis
trations . 

27 percent to counties, 3 percent for 
extensions of Stato system in c i t i e s , 
towns and. counties; on basis of Stato 
mileage in counties. 

3 cents to counties, distributed among 
thorn by particular statutes, 

1 cent to counties on basis of State-aid 
mileage in each. 

1/3 to counties, 1/3 to municipalities, 
on basis of vehicles registered, 

40 percent to counties, 10 percent to 
c i t ies ; according tc population. 

4/9 to counties, by area. 

To general highway fund, with registration 
fees, from which #150,000 goes to town 
reeds, $700,000 to 3d class roads, on 
mileage basis, end #1,000,000 tc State-
aid roads according to town valuation. 

I.05 cents to counties, by milsago of 
county roads; 1,15 cents to Baltimore 
c i ty . 

* Data incomplete 
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APPENDIX TABLE A (Continued) 

I - Gasoline Taxes 

Tax Rate Distribution to Local Roads end City Streots 
(Cents) ; 

3 To Stato highway fund, with registration 
fees, from which $6,000,000 goes to 
counties, 7/8 in proportion to fees c o l 
lected, 1/8 equally. 

3 1/3 tc counties, based on mileage and 
traffic needs. 

6 2?§ cents to counties, on basis of population, 
registrations and area. 

2 

4 3/8 to counties. 
4 - ' 
4 Small amount to some local roads (less than 

9 percent of total in I936). 
3 -|'3,000,000 tc city streots. 
5 . 
3 5 percent to Wow York City; 20 percent to 

counties, by mileage. 

3 1/3 to counties on basis of registration 
fees collected. 

4 3 cents, minus about ¥285,000, to counties, 
villages mid townships on basis of vehicles 
registered. 

4 1/4 to counties, according to population 
end area. 

4 1/2 cent to counties, based on gas tax returns 
during preceding 3 years* 

2 . 
6 1 cent to counties, based on registrations. 

7 To counties: 1 cent equally, 1/2 cent by 
population, and 1/2 cent by area. 

4 — 

4 $500,000 to local roads, by mileage. 
5 #239,000 in I936 for the 3 counties not under 

State control. 
5 3 c , 3 n t s to counties and c i t i e s , according 

to gas sales. 
4 . 
4 
4 25 percent tc comities; based 30 percent on 

area, J>0 percent on rural population, and 
40 percent on assessed valuation. 
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State 

Alabama 

Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho 
I l l i no i s 
Indiana 

Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 

Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 

Nevada 
New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 

APP2NDIX TABLE A (continued) 

II - Registration Fees 

Distribution to Local Roads and City Streets 

20 percent to incorporated municipality cr county whore 
owner resides, 

50 cents of original fee retained by county. 

Approximately 30 percent to counties in proportion to 
registrations. 

50 percent to counties- in proportion to col lect ions. 

90 percent retained by countios. 

1/4 to counties end c i t i e s ; counties, f / 8 on mileage, 
1/8 on population; c i t i o s , on basis of population. 

10 cents of each registration to county. 

After debt service and operating expenses of motor 
vohiclo department, t raff ic court, o t c , 3 0 percent 
to Baltimore. 

Sea gas tax data. 

Al l to countios whore col lected. 

A l l to counties where col lected, 
5 cents retained by counties for each original 
registrat ion. 

Small sum for Stato-aid 0)272,000 in 1936). 
Carrior taxes to municipalities. 
15 percent to countios in proportion to registrations. 
25 percent to counties. 

4.7 percent to countios where car registered. 
9 percent to c i t i o s , 51 percent to counties. 

: yg-g- percent to counties where col lected. 
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Stato 

Tennessee 
Texas 

Utah 
Vermont 
Virginia 
"Washington 
West Virginia 
Wisconsin 

Wyoming 

APPENDIX TABLE A (Continued) 

II - Registration roes 

Distribution to Local Roads and City Streets 

100 percent tc county where collected, up to 
^50,000; 50 percent up to $175,000. 

20 percent rotained by town, village and ci ty; 
also ^3,000,000 to counties for State-aid roads, 
40 percent on basis of rogistrations and 60 per
cent by mileage. 

County registration fees retained. 
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APPENDIX TABLE C 

ROAD CONSOLIDATIONS 

Stc.to 

1931 North Carolina 
Pennsylvania 
Louisiana 
TOTAL 

1932 Virginia 
TOTAL 

1933 Wost Virginia 
Oregon 
California 
TOTAL 

I934. Minnesota 
Missouri 
Georgia 
Indiana 
Kentucky 
TOTAL 

1935 Delaware 
Nebraska 
Missouri 
Novt:da 
TOTAL 

1936 Arizona 
Georgia 
Kentucky 
New Mexico 
Ohio 
Oklahoma 
South Carolina 
Texas 
Missouri 
Pennsylvania 
TOTAL 

Local Road Mileage Transferred to State 

46,826 
20,l67 

37.Q2B 

29,098 
2,046 
6,600 

937 

2,602 
1,391 

834 
7^ 

428 
648 
340 

2,021 
2,391 

606 
419 
579 

2 t ^ 0 

73.651 

37,028 

37,744 

7,190 

5,623 

10,696 

Total Transfers, 1927-36 171,932 


