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Why fund infrastructure? 

Traffic Congestion 
1 August 2007 1-35W Bridge 
Collapse - Minneapolis 



U.S. Transportation History 

• United States, 1895 
– 900 electric street railways 
– 11,000 miles of track 

• United States, 1956 
– Only six cities retain 

streetcars 
– More than 300 cities 

converted to motorbuses 
– General Motors conviction 

of conspiracy to 
monopolize the sale of 
buses upheld on appeal 
(1951) 





Fuel Tax Revenue Declining 
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Figure 10

Gas Tax Revenue Has Fallen Over the Past Decade 
Federal and state fuel tax revenue, adjusted for inflation, 2002-12

Note: Inflation-adjust ed using Bureau of 

Economic Analysis’ price index for state and 

local government investment in structures 

(Table 3.9.4, Line 36). Federal revenue is in 

federal fiscal years; state revenue is in state 

fiscal years or calendar years, depending on 

how states report their data to the Federal 

Highway Administration. 

Source: Pew’s analysis of Federal Highway 

Administration data, Tables FE-210 and SDF.
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States Respond to Funding Challenges

The challenges that states are facing in maintaining their transportation investments have spurred many 

into action. In the 3½ years before February 2013, no state had increased its gas tax.* But since then, several 

states—among them, Maryland, Massachusetts, Pennsylvania, Vermont, Virginia, and Wyoming—have 

employed a variety of approaches to raise additional revenue to fund transportation.†

For example, Virginia passed a major overhaul of its transportation funding system by replacing the state’s 

17.5-cent-per-gallon gas tax with a 3.5 percent tax on the wholesale price of gasoline and an increase in 

the state’s retail sales tax.‡ Together these policies are intended to help revenue keep up with inflation 

and economic growth. Just across the Potomac River, Maryland chose to index its gas tax to both general 

inflation and gas prices.§ Many other states are considering similar measures.** 

*  Institute on Taxation and Economic Policy, “Gas Tax Gains Favor in the States” (Feb. 21, 2013), http:/ / www.ctj.org/ taxjusticedigest/

archive/ 2013/ 02/gas_tax_gains_favor_in_the_sta.php#.U1G_2vldXOE.

†  Fredrick Kunkle and Laura Vozzella, “Virginia Lawmakers Approve Sweeping Transportation Plan,” The Washington Post, Feb. 23, 

2013,http:// www.washingtonpost.com/ local/ va-politics/ va-lawmakers-approve-landmark-transportation-plan/ 2013/ 02/ 23/ 712969d8-

7de4-11e2-82e8-61a46c2cde3d_story.html; “Mass. Passes Historic Gas Tax Increase,” Examiner.com, July 29, 2013, http:// www.

examiner.com/article/ massachusetts-passes-historic-gas-tax-increase; “Governor Signs Wyoming Fuel Tax Increase Into Law,” Billings 

Gazette, Feb. 15, 2013, http:// billingsgazette.com/ news/ state-and-regional/ wyoming/governor-signs-wyoming-fuel-tax-increase-

into-law/article_3d2ad331-61cf-5f0a-bd30-4e74de99764d.html; John Wagner, “Maryland Gas Tax to Rise Monday, but Not Quite as 

Much as Forecast,” The Washington Post, June 27, 2013, http:// www.washingtonpost.com/ local/ md-politics/ maryland-gas-tax-to-rise-

mondaybut-not-quite-as-much-as- forecast / 2013/ 06/ 27/ 2db948ec-df6b-11e2-b94a-452948b95ca8_story.html; “New Pa. Gas Tax 

Will Raise Prices at Pump,” The Pocono Record, Nov. 30, 2013, http:// www.poconorecord.com/apps/ pbcs.dll/ article?AID=/ 20131130/

NEWS90/ 311300324/ -1/ NEWS01; Ryan Holeywell, “How Vermont Raised Its Gas Tax,” Governing Magazine, May 17, 2013, http:// www.

governing.com/ blogs/ view/gov-how-vermont-raised-its-gas-tax.html. 

‡ Kunkle and Vozzella, “Virginia lawmakers approve sweeping transportation plan.”

§  Citizens for Tax Justice, “Chart: New Gas Tax Plan in Maryland House of Delegates” (March 19, 2013), http:/ / www.ctj.org/

taxjusticedigest/archive/ 2013/ 03/chart_new_gas_tax_plan_in_mary.php#.U1HC0_ldXOE.

** “Tracking State Transportation Funding Plans,” Transportation for America, accessed on July 14, 2014. http:// t4america.org/ maps-tools/

state-plans-tracker.
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kerosene, liquefied natural gas and other alternative fuels) produced $0.2 billion in taxes.  For 

fiscal year 2013, the total tax revenue for the Highway Trust Fund was $37.9 billion.
6
 

 

The taxes dedicated to the Highway Trust Fund are summarized below. 

Highway motor fuels taxes 

The Highway Trust Fund motor fuels tax rates are as follows:
7
 

                                                 
6  Motorboat fuel taxes and small engine fuel taxes, to the extent deposited in the Highway Trust Fund, are 

transferred to the Sport Fish and Boating Restoration Trust fund.  Taxes attributable to kerosene used in aviation and 

aviation gasoline are dedicated to the Airport and Airway Trust Fund.  The FY 2013 numbers reflect transfers to the 

Highway Trust Fund after transfers of motorboat fuel and small engine fuel taxes have been taken into account. 

7  These fuels are subject to an additional 0.1-cent-per-gallon excise tax to fund the Leaking Underground 

Storage Tank (“LUST”) Trust Fund (secs. 4041(d) and 4081(a)(2)(B)).  That tax is imposed as an “add-on” to other 

existing taxes. 

$24.1
$8.9

$0.4

$1.0

$3.3
$0.2

Figure 1.− Highway Trust Fund, Fiscal Year 2013 By Source
($ Billions)

Gasoline Diesel Tires and Tread Rubber Use Tax on Certain Vehicles Trucks and Trailers Other Fuels



The 6 Excise Taxes 
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Under the March 2015 CBO baseline projections, revenues from gasoline taxes dedicated 

to the Highway Trust Fund are estimated to fall from $24.3 billion in FY 2015 to $20.3 bil lion in 

FY 2025. This is a decrease of about 16 percent over a decade.  The decline in revenue is due to 

a number of factors, including a decline in total miles driven, improved overall fleet fuel 

economy, and modest growth in vehicles that are powered by fuels not subject to the Highway 

Trust Fund taxes (e.g. natural gas) or by electricity; currently, less than 0.5% of U.S. vehicles run 

on alternative fuels or electricity.  Additionally, the motor fuel taxes are not indexed.  Had the 

gasoline and diesel fuel taxes been indexed since 1993, in 2015 the gasoline tax rate would have 

been 31.0 cents per gallon and the diesel fuel rate would have been 41.2 cents per gallon.   

As Table 1, below, shows, CBO projects the Highway Trust Fund will have a cumulative 

shortfall of roughly $168 billion from FY 2015 through FY 2025.  Through FY 2020, the 

cumulative shortfall is $69 billion and through FY 2021 the cumulative shortfall is $87 billion.

Gasoline and gasoline  
blendstocks 

61.8% 

Diesel fuel and  
kerosene 
24.6% 

Other motor fuels 
0.2% 

Highway tractors,  
heavy trucks, and  

trailers 
9.7% 

Tires for heavy  
vehicles 

1.2% Heavy vehicle use  
2.6% 

Figure 1.−Projected Highway Trust Fund Taxes, FY2015 

Source: CBO March 2015 Updated Budget Projections 2015 to 2025 





Fuel Use Declining 



Vehicle Miles Traveled in the U.S. 



How Americans Travel 



Vehicles per capita 2009 
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Figure 3-3: Private and Commercial Vehicles Per Capita  
by State: 2009 

 

The number of registered privately and commercially owned 

motor vehicles (which includes cars, commercial and non-

commercial trucks, SUVs, and motorcycles) per person in each 

state vary significantly. States’ rates of vehicle ownership range 

from 0.54 vehicles per person in Nevada to 1.21 vehicles per 

person in Wyoming.  

South Dakota, Iowa, North Dakota, Montana, Alaska, and 

Nebraska also have relatively high rates of vehicle ownership, 

with at least than one vehicle registered for each resident. Along 

with Nevada’s relatively low vehicle ownership rate are New 

York, North Carolina, and the District of Columbia, with each 

having less than one vehicle for every three residents.  

                                                           

Data Source: FHWA OHPI, Highway Statistics 

Note: Insufficient data available for Colorado. 



Trip Statistics 



Comparative Data 



MOTOR FUEL TAX RATES FOR SELECTED COUNTRIES  (1)

AS OF DECEMBER 2013

AUGUST 2014 (Cost per Gallon) IN-1

COUNTRY GASOLINE DIESEL

Belgium $4.56 $3.46

France $4.47 $3.42

Germany $4.69 $3.62

Italy $5.42 $4.77

Japan $2.47 $1.59

Netherlands $5.45 $3.60

United Kingdom $4.92 $5.01

United States  (2) $0.40 $0.46

 (1)  Source for foreign rates is data collected by the U.S. Department

      of Energy from various sources.  Rates were converted to U.S.

      currency using current exchange rates.  Data shown as of 

      December 2013.

 (2)  Includes the weighted average of State taxes as shown on

      table MF-121T, plus the Federal tax.









Why tax transport? 

User fee 

• Are vehicle miles traveled 
more appropriate than fuel 
taxes? 

• Should the relative damage 
caused by the vehicle be 
considered? (e.g. weight, 
studded tires) 

• Tolling? 

Environmental 

• Polluter pays principle 

• Encourage modal shifts 

• Is a fuel tax the best way to 
accomplish this goal? 

• What is the consequence of 
dedicating fuel tax revenues 
to highways? 

 

 



Conflicting incentives 

• $7,500 federal electric 
vehicle tax credit  

• $2,500 California zero-
emission vehicle rebate 

• Up to $750 for EV 
charging infrastructure 

• $15 M California job 
creation credit for Tesla 
Motors 

• Fuel tax paid = $0 



Changing Make-up of Energy 
 

xi 

 

The following table illustrates the changing make-up of the energy industry over the past 

decade. 

 

Generating using data from the Energy Information Administration, Monthly Energy Review, April 2015. 

 

Given the number of energy tax provisions, their general complexity and the ever-

changing make-up of the energy industry, efforts at consolidation and reform may make sense in 

this area.  To the extent any tax reform initiative addresses energy-related tax provisions, several 

guiding principles could be considered: 

1. Provide stability to developing industries, by providing certainty to select temporary 

tax provisions; 

2. Consolidate and simplify the energy-related tax expenditures; 

3. Make such tax expenditures fairer and more efficient; 

4. Encourage energy independence through a comprehensive approach; 

5. Carefully consider whether and how to address any positive or negative externalities. 

Coal 
23%

Natural Gas 
24%

Petroleum 
(Excluding 
Biofuels)

40%

Nuclear 
8%

Renewable 
5%

2001

Coal 
18%

Natural Gas 
28%Petroleum 

(Excluding 
Biofuels)

35%

Nuclear 
9%

Renewable 
10%

2014



Ranking of Selected Energy Tax Expenditures 
 

xii 

 

The following table provides a ranking of select energy tax expenditures, from highest to 

lowest cost: 

2014-18

Credits for electricity production from renewable resources

(section 45): 15.7

   Wind.......................................................................................................................... 13.8

Open-loop biomass..................................................................................................... 1.9

Excess of percentage over cost depletion, fuels: 8.7

Oil and gas.................................................................................................................. 7.4

Expensing of exploration and development costs, fuels: 6.5

Oil and gas.................................................................................................................. 6.0

Section 199................................................................................................................ 5.9

Exceptions for publicly traded partnership with qualified

income derived from certain energy-related activities........................................... 5.8

Residential energy-efficient property credit............................................................. 4.3

Energy investment tax credit (section 48)................................................................. 2.9

   Solar.......................................................................................................................... 2.3

Depreciation recovery periods for electric distribution/transmission property....... 2.0

10-year MACRS for smart electric distribution property............................................... 1.0

15-year MACRS for certain electric transmission property........................................... 1.0

Amortization of air pollution control facilities............................................................ 1.8

Five-year MACRS for certain energy property (solar, wind, etc.).......................... 1.4

Credit for plug-in electric vehicles............................................................................. 1.1

Special rule to implement electric transmission restructuring.................................. 1.0

Last In First Out Accounting...................................................................................... N/A

Joint Committee on Taxation 

-------------------------------------------- 

NOTE:  Details shown for selected components only.
[1]

Reflects legislation enacted through June 30, 2014.

Energy Provision

Note: The Joint Committee on Taxation has estimated the FY2015 Administration proposal to 

repeal the domestic production deduction for oil and natural gas activities would raise 

approximately $5.9 billion over the 2014-2018 period. 

 

 

 

 



Failure to Coordinate 

Why? 

• Stakeholders pursue 
incentives without regard 
for larger picture 

• Policymakers are subject to 
pressure 

• National and subnational 
governments have different 
goals 

The Consequence 

• Conflicting incentives and 
wasting revenue 

• Inadequate funding for 
critical infrastructure 

 




