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COST AND CAPITAL ISSUES,

CHAPTER

POLICIES, AND FINDINGS

SUMMARY

The Federal Government provides about $7
billion of the $28 billion spent each year on the
highway system, most of this through the High-
way Trust Fund. Federal assistance for mass
transit, which amounts to about $2 billion per
year, is funded from general revenues.

If present trends continue, highway construc-
tion will decrease through the year 2000, and
the new miles added to the system will fall far
short of the demand created by growing auto-
mobile travel. In addition, meeting increased
highway maintenance needs and providing
moderate improvements in transit service will
place a growing burden on State and local gov-
ernments. A major increase i n Federal assistance
for transit operation and highway maintenance
will be needed to retain the current level of
mobility and protect the investment in the exist-
ing highway system.

The automobile industry faces a major chal-
lenge in meeting Federal Government mandates
for improved fuel economy, lower emissions,
and greater safety. As a more competitive and
less differentiated market for automobiles is
likely to evolve, the smaller domestic manufac-
turers will face severe financial difficulties, and
their survival will be threatened.

The cost of automobile ownership and opera-
tion (in constant dollars) decreased steadily
from 1960 t o 1973. However, the trend has re-
versed since 1973 —due primarily to increased
fuel prices, higher insurance costs, and in-
creased cost of repairs and maintenance. The
trends to 1985 and 2000 are uncertain, but Fed-
eral Government policies and regulations could
be major determinants in future cost changes.

INTRODUCTION

The public and private costs of the auto-
mobile transportation system include the direct,
private costs that individuals pay” to own,
operate, and maintain a n automobile and the in-
direct costs that individuals pay in the form of
taxes to support the system of streets and high-
ways on which automoblies are operated. There
are also social ccsts —borne by automobile users
and nonusers alike —which include air pollu-
tio)n, noise, highway death and injury disrup-
tion of communities, negative impacts on the
quality of life, and many more.

As these costs rise, or are perceived to rise,
and as i t becomes necessary to budget limited

financial and material resources to attain an in-
creasing number of social goals, three major
issues could emerge:

1. The distribution of public funds for the
automobile transportation system,

2. The appropriate role of the Federal Gov-
ernment with respect to the automobile
and highway industry, and

3. The private costs of owning and operating
an automobile.

Underlying these issues are fundamental ques-
tions about whether the Federal Government
should intervene to affect future automobile
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system characteristics and use and, if so, for
what purposes, to what extent, and by what
means.

Historically, the Federal Government’s role in
the automobile transportation system has been
limited to providing financial support for devel-
oping and maintaining the highway system.
Since 1956, Federal support has totaled approx-
imately $109 billion. Recently, however, the
economic and social costs of developing and
maintaining the highway system have risen and
the awareness of the social costs of the auto-
mobile transportation system has grown. Ques-
tions have been raised as to whether and how
the Federal Government should extend its in-
volvement and financial support to achieve
other goals related to the personal transporta-
tion system. In this assessment, a general exami-
nation was made of the process and mechanisms
used to finance the highway system and of the
distribution of the Federal Government’s finan-
cial support for highways and other personal
transportation modes.

The automobile has a pervasive impact on the
national economy. It accounts for about one-
fourth of our petroleum use. Investment in the
federally aided road system has added approx-
imately $26 billion to the gross national prod-
uct. About one out of every six to eight workers
is employed in an industry related to the auto-
mobile. For every 250,000 new car sales lost, it
is claimed that automobile manufacturers lay
off an estimated 21,000 workers and that the
automobile-related industries lay off another
41,000. Thus, policies affecting the automobile
industry have profound consequences for the
economy.

To change the characteristics of the auto-
mobile transportation system, the Federal Gov-
ernment has customarily relied on regulations
and performance standards and has left to the
auto industry the tasks of acquiring capital and
developing the technology to comply with Gov-
ernment standards. Recently mandated fuel-
economy standards will force manufacturers to

produce a greater proportion of smaller, light-
weight automobiles. This will curtail the wide
variety of product sizes characteristic of the
American automobile market and increase the
competition between domestic and foreign
manufacturers.

The smaller domestic manufacturers will have
problems competing in this market and raising
the capital necessary to finance the requirements
for fuel-economy, emissions, and safety stand-
ards. Consequently, their economic viability
and the present structure of the industry are
seriously threatened. The interrelationship be-
tween the automobile industry and the national
economy raises the issue of whether the Federal
Government should seek to preserve or change
the structure of the automobile industry,

Over 80 percent of all households own one or
more vehicles, each of which is driven an aver-
age of 25 miles per day. The direct and indirect
personal costs of owning and operating these
vehicles include the costs of gasoline and oil,
maintenance and repair, motor vehicle taxes,
credit, property damage, lost wages and medi-
cal expenses due to accidents, and insurance
premiums. The total cost of private transporta-
tion over the last 9 years has increased about 66
percent—5 percent less than the cumulative ef-
fect of inflation. However, some components of
automobile cost—repairs, maintenance, and in-
surance—have increased almost 90 percent,
which is greater than the rate of inflation,

Total automobile-related costs account for an
increasing share of the household budget, since
the number of households owning more than
one car has increased and the number without
cars has declined. In all but the lowest-income
families, automobile-related expenditures rank
as the second or third largest expenditure. Be-
cause of the public’s dependence on the auto-
mobile transportation system for mobility and
because of the size of the personal financial in-
vestment in the automobile, the question arises
as to whether the Federal Government should
intervene to influence the individual cost of
ownership and use.
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PUBLIC FUNDING OF HIGHWAYS

None of the many advances in transportation
made during this century has transformed our
lives as much as automobiles and highways.
The United States is, in fact, a highway-depend-
ent nation. Virtually everyone, drivers and non-
drivers alike, is affected. Almost all intercity
and intracity passenger travel is by automobile,
and a major portion of our freight is delivered
on highways, Highways are now a part of our
physical landscape, There are in the United
States today some 3.8 million miles of roads,
approximately 1 mile of roadway for every
square mile of land. The total area covered by
roads and their rights-of-way is estimated to be
about 24,000 square miles, an area equal to the
size of West Virginia. *

The extent of the highway system is due, in
part, to the emphasis placed on highways by
public transportation funding policy. In 1977,
for example, the Federal Government contrib-
uted about $7 billion of the total $28 billion
spent on highways. The cost of the entire Fed-
eral-Aid Highway Program for the period be-

'A Q. Mowbray, Road to Ruin (New York: |.B. Lippincott Co.,
19691, p. 12.

ginning with the establishment of the Highway

Trust Fund in 1956 until 1976 amounted to
$109.2 billion. ’
The Federal Government’s investment in

highways is reflected by the size and extent of
the Federal-aid highway system, which con-
stitutes 22 percent of the Nation’s total highway
mileage. The most heavily funded program, the
Interstate System, comprises 42,500 miles of in-
terconnected roads and receives almost half of
all Federal-aid highway funds, approximately
$3.5 billion annually.” The Federal-Aid Primary
System totals 260,000 miles and receives 18 per-
cent of the Federal highway authorization. ‘The
secondary system of rural collector routes totals
405,000 miles and receives about 5 percent of
the total Federal highway aid. In 1970, a sepa-
rate urban system—formerly a part of the sec-
ondary system—was established. It consists of
about 130,000 miles of arterials and collectors

Library ot Congress, Congressional Research Service The
High wpav Trust Fund Time tor a Change? by WAL Liptord Issue
Briet #77044, May 12, 1977 p. 4

S [)(, partment ot Transportation, Federal Highway Admin-
istration, AmericaontheMove  The Storvof the Feder al Highway
Program and the Federal-State Relationshiy | 1 977 p11.

“U .5 CodeVol.23, sec.1031 1Q701

Photo Credit. U.S Department ot Iransportation
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and receives approximately 10 percent of Feder-
al funding—$800 million in FY 1978.*

The influence of the Federal Government on
the Nation’s transportation and highway system
is greater than its financial contribution to the
Federal-aid system alone might suggest. Under
the Federal Highway Act of 1966, the Secretary
of Transportation was authorized to develop

standards and criteria for Fedinvestment in

‘The remaining 17 percent of the Federal highway budget is
devoted to programs designed to address national needs that are
not specitic to any one portion ot the system. These include pro-
grams tor highway satety, emergency relief, public lands, rural
highway public transportation demonstrations, and planning and
research.

“LLS. Department ot Transportation, Federal Highway Admin-
istration, America on the Move, p. 1l

hoto Credit: U.S. Department of Transportation

transportation facilities. By making Federal-aid
contingent on State compliance with specified
conditions and regulations, the Federal Govern-
ment can influence the extent, design, quality,
and use of the road system. Through the financ-
ing process and the fundin,mechanisms used to
channel investments into highways, the Federal
Government can also influence the distribution
of the costs of developing and maintaining the
system. The Federal Government’s influence
over the highwa, system has grown, and can be
expected to continue to grow in the future, as
the number of specific-purpose programs in-
creases. ’

"U.S. Congress, Congressional Budget Office, Highway Assist-

ince Programs: A Historical Perspective, Background Paper, by
Yorter Wheeler, February 1978, p. xiv.



In view of the extent of the highway system
and the Federal Government’s role in its devel-
opment, it is easy to understand how Federal in-
vestment in highways has become a major poli-
cy issue. This was not always the case, how-
ever. In the earliest days of highway building,
the major policy question was how to get the
Federal Government involved in the develop-
ment of highways. Although the Constitution
provided the authority to establish national
highways, the Federal Government used this au-
thority only reluctantly in response to ad hoc
needs and pressures, some of which were only
tangentially related to transportation.

In the early years of the automobile, the Gov-
ernment was pressed to increase its financial
commitment to roadbuilding to improve per-
sonal mobility, to overcome the economic and
social isolation of rural areas, to alleviate the
congested conditions of urban life, and to stimu-
late the economic development of major parts of
the country. The benefits of highway construc-
tion appeared to outweigh the costs. Popular
support for Federal aid to highway development
culminated in 1956 with the passage of the
Highway Act and the Highway Revenue Act.

The highway legislation of 1956 significantly
increased the Federal Government’s Financial
contribution to the highway program, but the
funding soon fell far short of requirements. The
costs of constructing the Interstate System were
severely underestimated, and the projected re-
ceipts from the highway user taxes were over-
estimated. Within 2 years after passage of the
law, it was clear that additional measures were
required to meet rising costs.

During the next two decades, the gap between
tax receipts and highway expenditures was
closed by increasing the rate of taxation and by
extending the life of the program. Thus, in
economic terms alone, the Interstate System
developed into a very different program from
the one Congress originally anticipated. What
had been projected to be a highway system con-
structed over a period of 15 years at a cost of
$27 billion became a $184 billion highway pro-
gram spanning a period of 35 years. °

There was also a growing disillusionment

“Gary T. Schwartz, “Urban Freewavs and the Interstate Sys-
tem. " Southery California Lawe Review 49 {March 1970): p. 442,
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with some of the purported benefits of highway
construction. Highway building did not, for ex-
ample, reduce congestion on city streets, as the
sponsors had predicted. By the late 1960’s, there
was mounting evidence that the expansion of
highway facilities had increased highway use
without solving the problem of congestion.

New social and environmental concerns
added to the dissatisfaction with the highway
program. The automobile’s contribution to air
pollution was not fully understood in 1956. °
Ten years later, however, as the connection be-
tween air quality and automobile use was estab-
lished, environmentalists joined the growing
ranks of those disenchanted with highways.

While recent economic, social, and environ-
mental developments have contributed to a
reconsideration of our national highway policy,
nothing has dramatized the issues as much as
the battle over the segments of the Interstate
System in urban areas. Highway opponents,
concerned about social and environmental im-
pacts of highway building on urban life, began
to protest new highway construction in the late
1960’s. In their eyes, the extension of highways
into urban areas has caused a series of social ills
that threaten the viability of city life.

More and more people began to question the
Federal Government’s policy of what appeared
to them to be unlimited support for highway
construction. By 1970, i t was almost impossible
to get a major highway program approved in
most large American cities. *Highway oppo-
nents gained the ears of policy makers during the
1973-74 oil embargo, when it suddenly became
apparent that the world could be shifting from
an era of relative abundance of energy to one of
relative scarcity.

As the Interstate System nears completion, a
reevaluation of the Federal-Aid Highway Pro-
gram may be in order. While the legislators of
1956 were concerned with how to provide funds
to stimulate highway construction, those of to-
day are concerned with how to use the Federal
Government’s resources to devise a balanced
transportation program reflecting all of society’s
needs. Several policies to make more efficient
and equitable use of the Federal Government’s

‘Ibid. p. 482
Fibid. p. 444
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resources have been proposed. Three of these
are examined in this assessment: highway fi-
nancing, highway maintenance, and road pric-

ing.
Highway Financing Policies

For the purpose of this analysis, the question
of highway financing can be divided into four
major policy options:

1. A policy to continue the Highway Trust
Fund in its present form to serve as the
primary mechanism by which highways
are financed,

2. A policy to finance all Federal transporta-
tion expenditures from one general trust
fund,

3. A policy to establish separate trust funds
for each transportation mode, and

4. A policy to finance highways, as well as
all transportation expenditures, from gen-
eral revenues.

Legislative History

The debate over highway financing has been
somewhat confused because, in the eyes of
many people, the Highway Trust Fund is the
symbol, if not the equivalent, of the Federal-Aid
Highway Program. Highway supporters and
opponents alike tend to view the Highway Trust
Fund as the key factor determining the nature
and the extent of the highway system. There-
fore, it is not surprising that the highway debate
is often focused on the Highway Trust Fund.
The trends and developments that have given
rise to a reconsideration of our highway con-
struction program have also provoked criticism
of the mechanism used to finance it.

Approximately 90 percent of all Federal high-
way-related expenditures are financed from the
Highway Trust Fund which was established by
the Highway Revenue Act of 1956, a companion
to the Highway Act of 1956.11 The Highway
Revenue Act was designed to encourage the con-

*1 Although the Federal-Aid Highway Program and the Highway
Trust Fund have cometo beidentified over the years, their separa-
tionwas de] iberately maintained in the legislation, The Act was
dividedintotwo distinct titles the tirst dealing with the Highway
Program and the secondwiththetinancing mechanism. Thisdivi-
sionot the legislationmeans that, even itthe Highway Trust Fund
wereto be eli m ina ted, the’ Federal-Aid Highway Program would
not hd\,’(’t (8] be restructured.

struction of the highway system and, in par-
ticular, the Interstate System. The Highway
Revenue Act increased the Federal Govern-
ment’s contribution to highway construction
and established a funding mechanism for the
Federal-Aid Highway Program. In addition to
fixing the Federal share for interstate construc-
tion at 90 percent, the Revenue Act raised the
number of Federal user taxes and created a
Highway Trust Fund into which all these reve-
nues were channeled to be made available for
highway expenditures without additional au-
thorization. *

The Highway Revenue Act of 1956 was less
revolutionary than has often been assumed. The
Federal Government had granted contract au-
thority to the States since 1922. What the 1956
Act changed, however, was the source of the
funds to meet these contract obligations. Before
the establishment of the Fund, highway expendi-
tures were appropriated from general treasury
funds. With the exception of the Highway Trust
Fund, the system of highway financing estab-
lished in 1922 remains in effect today. '3

Although the Federal disbursements for high-
way construction increased substantially after
1956, there remained a large gap between the
projected cost of the highway system and the
funds available. In fact, the history of the Feder-
al-Aid Highway Program in the years after 1956
has been characterized by a search for ways to
close the gap between increasing costs and insuf-
ficient revenues. **

2U. S Congress, Congressional Budget Ottice, Highway
Assistance Programs pp. 14-18.

' “The Highway Trust Fund 1stinanced tromuser taxes, two-
thirds ot which are derivedtrom the 4 cents per gallon tax on gaso-
line.(The original 3 cents per gallon tax was increased inOctober
1969.1 There are also taxes ot 6 cents per gallon on motor oil, 10
cents per pound on highway vehicle tires and inner tubes,and 5
cents perpoundon ret read rubber. There is an annual use tax on
heavytrucks andbuses (over 26,000 poundsiot 3 cents per 1,000
pounds ot gross vehicle w’eight, The 10-percent tax onthe manu-
tacturer ssale price otnew trucks, buses,and trailers, and the 8-
percent taxon truck and bus parts and accessories also gointo the
Highway Trust Fund.

“Only 2yearsatter the passage ot the Highway Act, the Bureal
ot Public Roads reestimated the total cost ot the Interstate High-
way System ot %44 bi lli on, anincrease ot $14 billion over the
original projection. Tomeet this detic1 t, Congress tempera ri Iv sus-
pended the “pay as yougo” provision in 1958 and increased the
gasoline tax from 3 cents to 4 cents a gallon. Costs tortheln -
terstate System continued to grow, torcing Congress to increase its
authorizations in 1965, 1966, 1 968, 1970, and 1973. In1975, the
ot ticialcostest ma te wasincreasedagain, this ti me to $89 bi 11 ion.
The Comptroller General made an estimate in the same year and
predicted that the totalsystemmightcost between $111 and $184
billion.



The extent to which the Highway Revenuei
Act generated funds for highway construction
can be seen by looking at how Federal aid for
transportation has been distributed among
modes for the years 1955 to 1975. As can be seen
from table 114, almost two-thirds of all Federal
outlays for transportation were for highways.
Highway programs accounted for 98 percent of
all Federal aid for ground transportation. *°

Before 1956, only 50 percent of all Federal aid
for transportation went to highways. By 1960,
the figure was almost 100 percent. Ten years
after the passage of the 1956 highway legisla-
tion, Federal highway assistance had increased
more than 5 times. ¥ The readily available fund-
ing undoubtedly stimulated the construction of
highways, which was the intent of the law.

Despite the skyrocketing costs of building the
Federal-aid highway system, the Government

" Schwartz, p. 430,

tlames Vo Cornehls and Delbert A0 Taebel, The Politieal
Feonomu of Urban Transportation (Port Washington, N.W . Ken-
nikate National University Publications, 19771, pp. 30-40

< Ibid

Ch 9—Cost and Capital Issues, Policies, and Findings .257

Richmond

Photo Credit. U.S. Department of Transportation

did not begin to reevaluate its highway policy
until the late 1960’s. And, even then, this policy
reevaluation was undertaken not so much in
response to the increasing financial cost of the
system as to the growing appreciation of some
of the social costs involved in highway con-
struction.

Ironically, while attributing many of our
social problems to highway construction, some
people have begun to view the Highway Trust
Fund in an entirely new light. Once considered
to be the inexhaustible source of funding respon-
sible for an unbalanced national transportation
policy, the Highway Trust Fund is now viewed
by some as a potential resource for meeting the
Nation’s total transportation needs. Mass tran-
sit advocates, urban officials, and transporta-
tion planners are calling for increased flexibility
in highway financing and are asking for a share
of the Trust Fund to finance mass transportation
programs.

The move towards greater flexibility in high-
way financing began in 1968 when Congress



258 . Changes in the Future Use and Characteristics of the Automobile Transportation System

first provided Federal assistance for public
transportation as a part of highway legislation.
Greater flexibility in highway financing was
also achieved by increasing the number of pro-
grams eligible for financial assistance from the
Highway Trust Fund. *This trend is apparent in
the summary of major highway legislation
shown in table 115.

Despite the trend towards greater flexibility,
Congress has been unable to agree on a method

"*In the late 1960's, Congress authorized a major set of highway
beautitication and satety programs to be tinanced from the Trust
Fund. By1974, these programs had proliferated to the point that
Congress had to make 55 separate authorizations for highway-
related programs. These new aut horizations included programs ftor
economic developmen t growth centers, bridge safety, rail grade-
crossings seen ic highways, hazardous locations, and removal of
roadside obstacles. More recently, Congress instituted a program
to resurface older segments ot the Interstate System. In addition,
severa | established programs (e, g, torest highways} have been
transferred tothe Highway Trust Fund.

of highway financing. Although the 1976 High-
way Act extended construction of the Interstate
System to 1990, the Highway Trust Fund was
extended only until 1979. By extending the
Highway Trust Fund temporarily, Congress de-
ferred the decision on its long-term future. In
taking such an action, Congress had no inten-
tion of postponing a discussion of the issues in-
volved in highway financing. The conferees ex-
plicitly stated that:

The extension of the interstate program through
1990 does not address the question of the source
of funds for construction during that program.
The conferees expect that during the next Con-
gress methods of financing highway construc-
tion will be considered.”

' ‘U.S. Congress, House, Federal Aid Highway Act, House
Report 94-1017 to Accompany H.R. 8235, 94th Congress, 2d sess.,
Apr. 7, 1976, cited in U.S. Congress, Congressional Budget Office,
Highway Assistance Programs, p. 62,

Table 114.—Size and Distribution of Federal Appropriations for Transportation, 1955-75
(millions of dollars)

Agency or program 1955 1960 1965 1970 1972 1975°
Department of
Transportation
Highway. . ............ $636 $2,978 $4,069 $4,507 $4,923 $5,020
Aviation .. ............ 122 508 756 1,223 1,834 2,120
Railroad . ............. 2 3 3 17 57 267
Coast Guard. .......... 190 238 367 588 661 903
Urban mass transit . . . . . 0 0 11 106 327 1,351
Other................. 0 0 23 -8 22 6
Offsetting receipts . . . . . 0 0 -20 -16 -19 -
Subtotal . ........... 950 3,727 5,209 6,417 7,805 9,667
Other agencies . . ... ... .. 342 539 818 715 986 1,153
Total ............... $1,292 $4,266 $6,027 $7,168 $8,791 $10,820

aA)ready made or planned

SOURCE: James V. Cornehls and Delbert A. Taebel. The Palitical Economy of Urban Transportation 1977, p.38

Table 115.— Legislation Relating to Highway Financing

Federal Aid Highway Act of 1968 . . . ..

Provided Federal assistance to local governments to help finance

parking lots serving carpools and bus patrons.

Highway Actof 1970 . . ... ..........

Extended Federal aid for highway transit by permitting the use of

urban highway funds for the development of exclusive bus lanes and
other nonrail public transportation facilities.

Highway Actof 1973 . . ... ..........

Permitted local governments to substitute mass transportation

projects for unwanted, withdrawn segments of urban interstates.
(Such projects were, however, to be financed from general funds.)

Highway Actof 1976 . . ... ..........

Refined and liberalized the provisions of the 1973 Act, making $800

million of Trust Fund monies available for urban systems, to be used
either in highway construction or for mass transit projects.

SOURCE: Library of Congress, Congressicnal Research Service, The Highway Trust Fund.: Time for a Change?. by W.A. Lipford, May 121977, p. 4



Policy Options

Continuation of the Highway Trust Fund.—
Supporters of the Highway Trust Fund argue
that it provides an effective, equitable, and effi-
cient mechanism for securing funds and
allocating the costs of highway construction.
Trust fund financing provides a continual
source of funding for, and assurance of, a long-
term Federal commitment to the national system
of highways. “* State and local governments
require assurance of a long-term Federal com-
mitment if they are to be induced to invest their
own resources. Trust funds are one way to give
this guarantee, both as to the magnitude of
funding and the length of commitment.

Most supporters of the Highway Trust Fund
resist proposals that would diminish the funds
available for highways. They also oppose the
growing practice of including new programs, re-
gardless of their nature, among those financed
by the Fund. Typical of this position is that of
the Automobile Association of America:

Since 1956 the Highway Trust Fund has been
burdened with the expense of many transporta-
tion activities far beyond those envisioned when
the Trust Fund was established. AAA believes
that the Trust Fund should be used only for the
construction and improvement of the Interstate
System and the urban and rural primary arterial
networks. *

The traditional defense of the Highway Trust
Fund is that the dedication of the user taxes to
highway expenditures makes them legitimate in
the eyes of the public. It is argued that dedicated
user taxes are the most equitable and efficient
method for distributing the costs of highway
construction and highway use. Many econo-
mists agree. For example, in testimony before
the Senate Committee on Environment and Pub-

It has been noted, however, that the ability ot the present sys-
tem to provide a continual source of tunding may be due as much
to the plenitude ot dedicate tunds - about Se billion are devoted to
the Highway Trust Fund annually —as to the Trust Fund device
itselt.

21U.S. Congress, House, Committee on the Budget, Impact of
Highway and Muss Transit Programs on the Federal Budget and
Associated Federal Urban [nvestment. hearings before the Task
Force on Community and Physical Resources, 95th Cong., Ist
sess., 1977, p. 55.

2U.S. Congress, Senate, Committee on Public Works, Future of
the Higliway Program. hearings betore the Subcommittee on
Transportation, 94th Cong., 1976, p. 1290.
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lic Works, Alice Rivlin, Director of the Con-
gressional Budget Office, noted:

User charges represent a way of recapturing
from the actual beneficiaries some of the costs to
the general public. Levying user charges pro-
motes economic efficiency because users pay,
directly or indirectly, for the services they
receive. Proper incentives are provided, since
heavier use imposes greater costs on the users,
and at the same time, generates revenues to ex-
pand facilities.”

Opponents of the Highway Trust Fund and
the present system of highway financing have
proposed alternative methods and mechanisms.
Their criticisms of the Highway Trust Fund can
best be seen by examining the alternatives they
have advanced.

Financing Highway-Related Expenditures
From General Funds.—Basic to all of the argu-
ments calling for an elimination of the Highway
Trust Fund, is the belief that all Federal pro-
grams should compete in the marketplace of
political, economic, and social ideas. It is
argued that, by providing earmarked funding,
the Highway Trust Fund encourages the build-
ing of highways at the expense of other trans-
portation modes. ” If transportation facilities
are to be made available to everyone at the
lowest cost to society, the costs and benefits of
using alternative modes in different situations
must be weighed. This would require replacing
the Highway Trust Fund with a more flexible
funding mechanism. ”

Trust fund financing also makes it difficult for
Congress to make transportation decisions in
the light of other societal values. Highway pro-
grams, for example, affect energy, environmen-
tal, and land development policies. Some
groups feel that as long as highway financing
decisions are made outside the normal budget-
ary process, they will not reflect total national
needs. *

The Highway Trust Fund circumvents the
normal congressional budgetary process. Since

2Statement of Alice M. Rivlin, Director, Congressional Budget
Oftice, betore U.S. Congress. Committee on [ublic
Works, Feb. 7, 1978, p. 8.

HULS. Congress. House, Committee on the Budget, Impact of
Highwav and Muass Transit Programs, p. 55,

*1bid.

sRivlin, pp. 1-2.

Senate,
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the Highway Trust Fund obtains its revenues
from earmarked taxes, the budgetary authority
for any year depends on the receipts deposited
in the Fund and not on a congressional authori-
zation. Congress, therefore, has almost no way
to assert budgetary control over highway
financing. One way of achieving such control
would be to eliminate the Highway Trust Fund.
The highway programs then would compete
with other transportation programs—as well as
with all other federally aided programs—for the
revenues of the general treasury.

A Transportation Trust Fund.—The im-
balance in the present transportation system is
attributed by some, not to the existence of the
Highway Trust Fund, but to the lack of similar
trust funds for other modes.” They advocate
conversion of the Highway Trust Fund into a
user-financed, general transportation fund, in
part because gasoline taxes are well-established
and because their justification is greater than
ever in view of the Nation’s long-term energy
needs. With the establishment of such a fund,
transportation decisions would no longer be
distorted in favor of highways. Modal decisions
could be based on a comparative, cost-benefit
analysis.

The concept of a transportation trust fund has
some drawbacks, While it might facilitate devel-
opment of a coordinated, multimodal transpor-
tation policy, it could not guarantee a specific
Federal commitment to any particular mode. As
a system of financing, a transportation trust
fund is subject to the same criticism as the
Highway Trust Fund—that is, a trust fund
would be inflexible in the face of changing
societal needs and would be exempt from the
normal congressional process of budgetary con-
trol.” There is also a question of whether it
would be politically feasible. Various institu-
tions have been erected around every transpor-
tation mode at all levels of government—each
with its own distinct organizational needs and
priorities. Because of these institutional bar-
riers, a policy providing for a common trans-
portation fund might ‘be difficult to imple-
ment. *

“U.S. Congress, House, Committee on the Budget, Impuct of
Highway und Muss Transit Programs, pp. 55-56.

“Rivlin, p. 7.

#Ibid., p. 10.

A Trust Fund for Each Mode.—An alter-
native popular among mass transit advocates is
establishment of individual trust funds for each
transportation mode. The advocates of multiple
trust funds point to the success of the Highway
Trust Fund as the rationale for extending this
approach to other modes. The argument used to
support this proposal is the same as that used to
support the Highway Trust Fund: State and
local governments need assurance of a long-
term Federal commitment. Since all modes of
transportation have long-term development and
construction requirements, all should be fi-
nanced through trust fund mechanisms.

Representative James Howard, Chairman of
the House Public Works Committee and spon-
sor of legislation designed to bring highway and
mass transit under one authorization but two
separate funds, has argued thus:

Mass transit has been a mess for years, not only
because there has not been a sufficient amount
of money available, but the money was avail-
able on a general revenue basis. We will never
get a sensible, forward-looking mass transit pro-
gram until we get a trust fund for mass transit.”

The advocates of a mass transit trust fund
believe that the need for assured funding is
greater than the need to make intermodal trans-
portation decisions.

Opponents of individual trust funds believe
that this approach could lead to an inflexible
system of financing. Since each fund would be
financed from earmarked revenues, investment
decisions for one mode would be made without
having compared the costs and benefits of in-
vesting in other transportation modes. Estab-
lishment of individual trust funds might also
promote creation of new organizations and bu-
reaucracies. In time, these organizations would
develop their own institutional interests in
maintaining the system and could resist change.

One major difference between the proposed
mass transit fund and the Highway Trust Fund
is the source of funding. Since most mass transit
systems are presently operating at a deficit, it is
unlikely that a mass transit fund could be sus-
tained by user taxes.

“Rochelle L. Stanfield, "A Truce May be on the Way in the
Highway-Mass Transit Contlicts,” National Journal, Nov. 19,
1977, p. 1815.



The arguments for and against each of the
four policy options are summarized in table 116.

In evaluating these policy options, it is impor-
tant to remember that the Highway Trust Fund
is not the equivalent of either the highway pro-
gram or the highway financing process. Even if
the Highway Trust Fund were dissolved, high-
way user taxes might be maintained, for exam-
ple, and deposited in the general treasury fund.
As the early history of the highway program
demonstrates, it is not necessary to have a trust
fund in order to link user taxes to highway ex-
penditures. Similarly, long-term authorizations
could be, and have been, made within the con-
text of the congressional budgetary process.
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Highway Maintenance

Another issue that could have a significant ef-
fect on the future of the highway transportation
system is highway maintenance. Each year, Fed-
eral, State, and local governments spend ap-
proximately one-fourth of all highway funds to
maintain the 3.3 million miles of national high-
ways. Highway maintenance has traditionally
been the responsibility of State and local gov-
ernments—a quid pro quo for receiving Federal
aid. As long as the federally aided highway sys-
tems were relatively small, the States were able
to fulfill their obligations without undue hard-
ship. In fact, the State governments consistently

Table 11 6.—Advantages and Disadvantages of Transportation Financing Options

Opt ions
Continuation of present pol

Unified Transportation
Trust Fund

Separate Trust Funds
for each mode

Financing for general funds

icy . ..

‘-Advantages

Continual source of funds.

Long-term commitment.

System already in place.

Relatively equitable distribution
of costs.

Continual source of funds.

Long-term commitment to
transportation.

Elimi