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ISTEA and TEA-21 marked a seachange in federal 
transportation policy

As a framework the laws are sound.
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Local roads compose the vast majority of the nation’s 
transportation system.  

Ownership of 
American 
Roads, 2002

Source: 
FHWA, 2002; 
Wachs, 2003
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However, local roads account for a minority of all travel.  

Highway System 
Travel, 2002

Source: FHWA, 
2002; Wachs, 2003
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The majority of highway funds on all levels continues to 
be generated by gasoline and other fuel taxes.

Revenue Sources for 
Highways, 2002 

Source: FHWA, 2003

$

Figure 2: Highway Trust Fund Receipts For Fiscal Year 2003 (in billions of dollars). 

Gasoline , $20.8

Gasohol, $2.7

Diesel and special 
motor fuels, $8.5

Tires, $0.4

Trucks and trailers, $1.7

Heavy vehicle use, $0.9 Total =  35.1 billion



THE BROOKINGS INSTITUTION METROPOLITAN POLICY PROGRAM

However, the share of gas taxes and user fees 
continues to decrease from year to year.

Changes in 
transportation 
revenue

Source: Federal 
Highway Statistics

Federal
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Highway Trust Fund
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Declining reliance on the gas tax

The challenge facing transportation revenues

Increased reliance on local transportation taxes

An explosion in borrowing

The politics of spending highway user fees

Increasing competition for federal funds 
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After years of steady growth, federal gas tax receipts 
have plateaued

Source: IRS, 
2004; Puentes, 
Prince 2003

Federal gas tax rate and revenues
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Average state revenues and gas tax rate

State gas tax revenues are slowing down as the 
average tax rate remains stagnant
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Inflation-adjusted state revenues and gas tax rate

After a precipitous decline in the 1970’s and 1980’s, 
“real” state gas tax receipts are again leveling off
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Of the 32 states that have increased their gas tax since 
1991, only one* raised it as fast or faster than inflation

* Wyoming, 
which started 
out with the 
3rd lowest rate

State gas tax rates.  
Source: Puentes, 
Prince, 2003
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Declining reliance on the gas tax

The challenge facing transportation revenues

Increased reliance on local transportation taxes

An explosion in borrowing

The politics of spending highway user fees

Increasing competition for federal funds 
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Local governments are taking up the slack left by the 
stagnation of fuel tax revenues on the state and federal level

Voters considered 70 ballot measures for transportation 
spending in 2000 and 41 in 2002.

In 2004, 23 of 31 ballot measures to launch or expand 
bus and rail lines were approved in 11 states worth 
more than $40 billion.

In 2004, voters also approved 19 of 24 other tax or bond 
measures for roads and bridges.

Myers and Puentes, 2001 and STPP, 2002

Center for Transportation Excellence, 2004

El Nasser, 2004
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Declining reliance on the gas tax

The challenge facing transportation revenues

Increased reliance on local transportation taxes

An explosion in borrowing

The politics of spending highway user fees

Increasing competition for federal funds 
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State borrowing is the fastest growing source of 
transportation “revenue“

From 1995-2003 revenue from state bond proceeds 
increased by 120%.  Local bond proceeds increased 38%

In 2003, 9 states principal source of highway revenue 
was from bond proceeds.  By contrast, only 3 states 
principal source was the state gas tax

Since they were granted the authority to do so, 15 states 
have issued GARVEE-style bonds worth $7.5 billion.

Federal Highway Statistics

Federal Highway Statistics, 2003

Puentes, forthcoming
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GARVEE-style bond issuances are concentrated in the 
southern half of the country.

States GARVEE 
and Related Bonds 
Issuances

Source: Puentes, 
forthcoming State has issued GARVEEs (plus PR and VI)

State has authority to issue GARVEEs



THE BROOKINGS INSTITUTION METROPOLITAN POLICY PROGRAM

Declining reliance on the gas tax

The challenge facing transportation revenues

Increased reliance on local transportation taxes

An explosion in borrowing

The politics of spending highway user fees

Increasing competition for federal funds 
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Constitutional 
Restrictions Statutory Restrictions 

Thirty states restrict the use of their gas tax revenues to 
highway purposes only.

State gas tax 
restrictions

Source: Puentes, 
Prince, 2003
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Transit Obligations, 1998-2002
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MPOs spent 2.5 times more and a greater share of STP 
funds on transit than states.

STP funds 
spent by 
decision maker

Source: 
Puentes, 
Bailey, 2003
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Declining reliance on the gas tax

The challenge facing transportation revenues

Increased reliance on local transportation taxes

An explosion in borrowing

The politics of spending highway user fees

Increasing competition for federal funds 
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Political debates about “donor” and “donee” states 
dominate the national legislative discussion

Source: 
Federal 
Highway 
Statistics
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Source: Hill et al, 
2003

In the donor / donee debate within states, metro areas 
are often the donors.
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States should assume responsibility for increasing revenues, 
rather than devolving the obligation to local governments.

Conclusions / Recommendations 

Consider raising their gas taxes (or indexing to 
inflation) after applicable reforms

End the “highways-only” exclusion, or make it 
“transportation-only.”

Look at a range of other revenue sources for the 
long term (electronic tolls, VMT user charges)



www.brookings.edu/metro


