t the end of the
Asessi on, the Q
Legi s-lature appr
Huse BII 2082, a proposal
IR ¢ B o Rt

the gas tax and to change the way
state taxes heavy vehicles by di
neting the weignt-mle tax. AMA
lected enough signatures to refer the
issue to the voters (as Masure 82),
and voters defeated the bal | ot neasure
in My 2000 by about a seven-to-one
ratio. Wile nany Qegonians voted
agai nst Measure 82 because they were
not in favor of paying higher taxes on
gasoline, sone were also concerned
about the change in tax pdicy. Mst
notorists are probably unaware of
Qegon s veigt-nile tax, but a variety
of trucking interests have been | dbbyi ng
heavily for yearsto gt thelegslatueto
redace it. Wt is a weight-mle tax
and why should you care how Qregon
taxes trucks?

The weight-nile tax in Qegon is
levied on al trucks weighing nore than
26,000 pounds. Each heavy truck pays
a tax for each nmile driven in Qegon
based on the vei ght of the vehicle. The

i ght-nil e tax is a nethod for charging
for their share of the cost of con-
uction and nai ntenance of the road
tem which pronotes both equity
ef ficiency in road financing
onomc efficiency is pronoted when
h person faces the cost of his or her
ions. Thus, if a per
hing paying t i
or service
eva uate the berefits fromthis formof
consunption relative to others which
are available. WMen goods and ser -
vices are appropriately priced, Adam
Smth s inviside hand can lead to an
dficiet alocaion of resources.
Moreover, having peope pay for the
costs they inpose is generaly consid-
ered equitable unless specific reasons
exist for redstributing the cost burden
How Oregon Pays for Roads
There are nany ways to generate
funds for building and naintaining
roads. Roads can be treated as part of
the genera obligation of governnent
and funded from general revenue
sources, such as incone, sales and
property taxes. Aternativey, they can
be funded fromtaxes on road users, or
by sone conbination of general taxes
and taxes on users.

FORUM

Qegon has been a pioneer in cost-
based road taxation since it adopted the
gasdine tax as a prinary source of road
funding in 1919. The current system of
road finance is based squarely on the
principle that those who use the roads
should help pay for building and
repairing them This is acconplished
through a three-tier financing system
wich cosists of regstration fees, fud
taxes and weight-mle taxes. H xed
costs are supposed to be covered by
the regstration fees pad fo vaious
vehicles. Aso, road users are expected
to pay for road i nprovenents and nai n-
tenance in proportion to the costs they
inpose. This is acconplished through
gasdine and diesdl fud taxes for nost
vehicles, and the veigt-mle tax for
heavier vehicles. The veight-mle tax is
the key df ference between the Qegon
system and the systens used by nost
aher staes.

Mst states rely on regstration fees
and fuel taxes to generate funding for
roads. (perators of heavy trucks prefer
this system becase it typicdly resuts
inthear paingonly afraction o the cost
they inpose on the roads. Their use of
the roads is subsidized by autonobiles
ad ligter trucks. The latest federd
study, conducted in 1997, concl uded
that heavy trucks on average pay about
hef of ther share of the cost of nain-
taining the road systemand that other
classes of vehicles nake up the dif fe -
ence. In Qegon, heavy trucks pay their
ful shere of the state roed costs.

Econonic ef fidexy is nare likdy to
result wen vehicles pay taxes propor -
tiod tothe cost that they generate by
using the road system This is because
a decisionnaker wll take cost into
account in deternini ng vhet her a partic-
uar tripis vorthvhile and vhether the
appropriate equipnent is  used.
Qherwse, the cost of using roads is
likdy to be igored, ad the resuting
decisions may inpose costs that
exceed their benefits. Hgh fudl taxes
encourage conservation of fuel, which
creates an incentive to use fewer axles
in order to conserve fuel by ninimzing
friction. Bt this increases road danage
by incressing the vei ght per axle. Qher
forns of road financing can creste inef -
ficet incetives wth respect to roed
danage. In addition, failue to accu-
ratey price the use of roads for heavy
vehicles nay divert comodities to
trucks that could be noved nore efif-
cdetly by ral o dahe fons o tras-
portation
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Cars vs. Trucks

G egon operates under a cost respon-
sihility principe, vhereby each class o
vehicleis exected to pay for its share of
the cost of bhuildng and nainta ning
roads. The cost of building new capacity
depends on the nunber and weight of
thevehdesthat wll weit. If arced nost
serve nany heavy trucks, it nust be built
to higher standards than one serving
only autonobiles. Aso road deteriora-
tionissgificatly & fected by the vei ght
of the vehicles using the road, and the
nore it is used by trucks, the noe
quicdy it wll reqire repairs. The exdra
cost of acconmodating |arger and
heavier vehicles is atributed to these
vehicles, viile the besic cost of roads is
associ aed wth al vehicles.

The Qegon system attenpts to dis-
tribute both the cost of new construction
and the cost of naintenance to those
who generate the cost requirenent.
Thus, rdatively nore of the cost of new
capacity is assigned to autonobiles,
vhile trucks pay a larger share of the
cost of road nai ntenance. It is inportant
that the veight-nil e tax rates give appro-
priate price sigd s totruckers. The taxes
are set based on the wei gt of the truck,
and for larger trucks, the nunier of axles
is asotaken into accourt.

I'n response to concern that ending the
vegt-mle tax woud lead to a shift in
tax burden to autonobiles, the legisla-
ture referred Masure 76 to the vaters in
1999. The neasure created a constitu-
tional anendnent that appears to

* W |:"'|'I1. e
Tax

ensure that trucks wil cotinue to pay
their far share of roed costs. Bi there
are a nunber of uncertainties about how
thisvwoddwvork Inparticdar, the nethod
o cdcdaing cost resposihility is nat
specified by the anendrent, and
truckers have proposed a variety of
changes in the nethods of cal cul ation so
thet trucks woul d pay a snal | er portion of
road costs. In addition, the anendnent
does nothing to prevent dranatic shiftsin
tax burden anong trucks.

Viable Alternatives?

Measure 82 woul d have repl aced the
ve ght-nile tax wth large increases in
truck regstraion fees ad a desd fud
tax. Grrently, fud taxes ae levied for
vehi cles weighing up to 26,000 pounds,
i ncl udi ng autonobi | es. Fuel taxes cannot
establish the close correspondence
between cost and taxes that the weight-
mle tax naintains for heavy vehicles.
Qe basic problemis that fuel consunp-
tion does not vary nuch wth weight,
whi | e road danage does. Gnsequently,
a heavier truck pays sligtly higher fud
taxes than a lighter truck but does nuch
nore danmage to roads.

A incresse in regstration fees for
heavy trucks was intended as a way to
dlocate costs nore farly then the fud
tax can acconplish. Registration fees
typicaly are besed on the weight of a
truck, but they do not take nil eage into
accout. Therefore, the fees do not dif -
ferentiate between trucks that travel
nany niles per year and those that
travel fewnles per year. Qe truck thet
travel s twce as nany niles as another,
and does twice as much road danage,
pays the sane registration fee. Wthot
the veigt-nmle tax, there is no road
danage price signa to help deternine
vwhether additiona trips should be nade.
A the sane tine, registration fees nay
df fer for trucks traveling the sane
mleage in @egon, because the fees are
based on the percentage of a truck s
mleage in Qegon rather then its tota
mleage in Gegon. For exanple, if one
truck trads dl o its mles in Qegon,
while another travels the sane nunier
of mles in Oegon but nany nore out -
side of Qegon, the second truck has
lover regstration fees then the first.

In an atenpt to of fset the nany
inequities the new tax system woul d
create, the legislation introduced nany
exenptions and specia tax categories.
The conpl ex structure creates potentia
for unintended consequences, and
trucks vodd still have to report ther
nileage in Gegon and other states.

Benefits Outweigh Costs

Cearly, the weght-nle tax is nmre
costly to admni ster and conply wth than
other road-use taxes. The question is
whether the gains in equity and ef fidexy
aevorththe cost. It shodd aso be rec-
ogni zed that a nunter of changes in the
tax reporting systemalready have been
nade in order to lint these costs.

Icedly, the tax would be levied based
on the weight of each vehicle and the
ablity o the road being used to with-
stand wear, it thsis it curetly fea-
sibe Sne states use adfferent famof
wetax cdled atormletax. Thstaxis
| evied based on the actual weight being
carried for each trip and the nunber of
mles traveled The admnistrative costs
of these taxes appear to be quite high
and sone states that previously used
ton-mle taxes have repealed them
However, Qegon s weight-mle tax rates
are based on the average weight carried
by a veide o each dass, soit is aly
necessary to keep track of nileage
rather than nileage and weight. S nce
truckers typicaly keep track of nil eage
anyway, this nethod greatly reduces the
adnni strative costs. As nore autonat ed
systens of tracking this infornation
becone available, Qegon may have
reason to change its system Bt the pre-
sent conpronise generates an appro-
priate price signal wthout undue adnin-
istrative or conpliance costs.

Sone truckers wil keep trying to get
the tax system changed. Measure 82
woul d have resulted in |arge savings for
heavy, highmleage trucks. Yet, nany
lownmleage and lighter trucks would
have seen their taxes increase substan-
tidly. Qher nethods of taxation are not
abl e to generate a cl ose correspondence
between cost and revenue for nost
trucks. HEther the burden would be
shifted to cars, o sone trucks woud
have to subsi di ze other trucks. Qncerns
about equity contributed to the nea-
sure s overvhel ning defeat. The inability
of other tax systens to address these
concerns is a strong argunent for
retaining the weight-mle tax. Wile
Gegon s current road tax systemis not
perfect, it cones cl oser to perfecti onthen
the dterratives.

Anthony Rufolo is a professor of Urban
Studies and Planning at Portland State
University.
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