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“…the g ap between road-build ing  needs and
projected tax revenue is estim ated in the
hundreds of b illions of dollars,  and g row ing .”

- Governor Mitch Daniels,  NY Tim es,   May 2 7 ,  2 0 0 6
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Fuel Taxes for Roads – A Brief History

State Governments

• States (Oreg on,  New Mexico,  Colorado)  in
1 9 1 9

• Main source of hig hway revenue by 1 9 2 9 .

• States dedicated revenue to roads

• Pub lic support for these taxes and fees was
strong .
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Fuel Taxes for Roads – A Brief History

Federal Government

• 1 9 3 2  - President Hoover proposed f irst
federal fuel tax

• For Budg et Def icit ,  not road build ing

• Much d isliked ,  m uch m alig ned

• Eisenhower Interstate System  -- 1 9 5 6

 1 st Federal ded ication of fuel tax to roads

 Interstate system  chang ed America
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• Ind iana:  “The Crossroads of
America”

Transportat ion

Distribut ion

Log ist ics

 TDL’s Relat ionship to our
Econom ic Vitality

Not just a contributor,

 but fundamental

- m ap of Ind iana Railroads,  1 8 9 8

The Importance of Roads in Indiana
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Ind iana’s Economy and Fiscal Cond it ion

 Falling  Behind ‒ 1 9 6 5  to now

 Recovery from  2 0 0 1  Recession

 Fiscal Constraints ever-tig htening

 $ 3 .8  b illion is One-Tim e

 Does Not Solve the Prob lem s That Caused the
Backlog .

 Potentially Destructive Pressures on
Transportat ion AND General Fund Budg et

The Importance of Roads in Indiana
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Streets, Roads, and Highways 
in Indiana - 2003
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Indiana Motor Fuel Tax Rates 
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Sources:  Bureau of Transportation Statist ics, U.S. Statist ical Abstract, INDOT, BMV, Purdue University

* Latest data avaiable - 2003
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Purdue Study Comm issioned by INDOT ‒ 2 0 0 5

• Estim ated 1 5  year ( 2 0 0 6 -2 0 2 0 )  fund ing  g ap of
$ 3 0  b il.

• Gap is comb ined state and local need

Hudson Institute ‒ A Vision of America’s
Transportation Future - 2 0 0 4

• A National Fund ing  Shortfall ‒ Breakdown of exist ing
fund ing  m echanism s

• Need to Fully Integ rate Nation’s Transportat ion
System s

• User ‒ Fee Supported Road and Hig hway System
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1 . The Optim al Road System : W hat w ill it
cost?
 The relat ionship between cost and benef it

 The chang ing  environment

• Increasing  Commerce

• Ag riculture,  Biofuels,  Other Alternatives

• Safety and Cong estion

2 . How to pay for it?
 User fee proxies ( continued use of fuel taxes)

 General Taxes ( sales and income)

 Road use fees ‒ the power of new  technolog y

• Privacy ‒ a Real and Leg it im ate Concern

Two Primary Strategic Questions
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• Major Research Project ‒ 1 8  to 3 0  months
 Full-Tim e Research Assistant added to IFPI staff

• Research Partners ‒ Purdue,  Private Sector

• Mult ip le Documents ‒ 3  or 4 ,  stag ed

 Historical ‒ where we’ve been,  where we are

 Identify Trends ‒ where we’re g oing

 Alternatives,  Analysis,  Recommendations

 Federal Grant-Funded Pilot Project

• Fund ing
 Private Support ( restricted)

 Federal,  State Grants

 W orking  Budg et Rang e Estim ate:  $ 1 .1  to $ 2 .5  m il.

Project Specifics
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www . ind ianaf iscal.org

Steve.Johnson@ ind ianaf iscal.org

Mark.Brown@ ind ianaf iscal.org

One N. Pennsylvania Street,  Suite 1 0 0 0

Ind ianapolis,  Ind iana 4 6 2 0 4

3 1 7 -2 3 7 -2 8 9 0


