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Crossroads

Highway-Finance Subsidies
in New Jersey

Summary of Findings
A. Government Subsidizes New Jersey Motorists

Highway spending exceeds highway revenues by more than $700 million
in New Jersey. New Jersey motorists pay $733 million a year less in user-
fees (charges like gas taxes and highway tolls) than government spends
building and maintaining roads in the state. This $733 million taxpayer
subsidy to New Jersey motorists is paid by the public through taxes not tied
to motor vehicle use, largely property taxes.

Equivalently, of each dollar that government and public authorities
expend on roads in New Jersey, motorists pay 77¢ directly in user fees;
the remaining 23¢ is paid as a taxpayer subsidy. The $733 million subsi-
dy, distributed over New Jersey’s 2.8 million households, implies an average
annual subsidy to drivers of $262 from each household.

Government spends $3.2 billion on roads in New Jersey. Local, state and
federal government and public authorities expend $3.212 billion annually in
New Jersey for construction, operation and maintenance of streets, highways,
and bridges; vehicle and motor vehicle-user safety and enforcement; regu-
lation; and associated administrative costs.

Drivers pay $2.5 billion for roads in New Jersey. New Jersey drivers pay
$2.479 billion annually in user fees to local, state, and federal governments
and public authorities in tolls; highway use taxes; motor fuel taxes; registra-
tion and licensing fees; and fines, penalties and surcharges for motor vehicle-
related violations. This figure covers all direct user-derived revenues from
passenger and commercial vehicles.



» New Jersey municipalities and counties spend a billion dollars a year
more each year providing roads and motorist services than they collect
directly from drivers; this subsidy is paid through property taxes. Equiva-
lently, New Jersey localities account for 39% of statewide spending on high-
ways, but they take in only 9% of statewide driver user fees.

* In contrast to the billion-dollar highway deficit of municipalities and coun-
ties, New Jersey state-level government collects $173 million a year more
from drivers (in fuel taxes and license and registration fees) than it spends
on highways and motorist services (see table below). Similarly, the Port
Authority of New York and New Jersey collects $124 million more from
New Jersey motorists than it spends on New Jersey highways, helping to
subsidize the Authority’s PATH transit service.

New Jersey Motor Vehicle Revenues and Expenditures

Annual basis, 1993, in millions

(right column denotes extent of subsidization of drivers by taxpayers; parentheses denote
“revenue generation,” i.e., income from motorists exceeds expenditures on highways)

Revenue Expenditures Net Subsidy

State $964 $791 ($173)
Municipalities and Counties $218 $1,245 $1,028
Public Authorities $826 $719 (3107)
Port Authority of NY & NJ $244 $120 (3124)
NJ Turnpike Authority $341 - 3349 $9
NJ Highway Auth. (Grdn State) 8194 3200 37
South Jersey Transp. Authority $23 $22 ($1)
Del. River Joint Toll Br. Comm. $26 $28 $2
Federal $471 $456 (315)
Total $2,479 $3,212 $733

Note: Totals may not equal sums due to rounding.




» Taxpayer subsidies to motorists are smaller in New Jersey than in New York
State. The Tri-State Transportation Campaign’s study of highway revenues
and expenditures in New York found that 65¢ of each dollar spent by gov-
ernment on highways is derived from user fees, with the remaining 35¢
coming from taxpayers as a subsidy to motorists.! For New Jersey, the
motorist/taxpayer split is 77/23. Both studies found that the taxpayer subsi-
dy to motorists occurs at the local level, in taxes raised by municipalities and
counties.

» The cost and subsidy figures in this report do not reflect the enormous costs
to New Jersey’s people, communities and natural environment created by
motor vehicles through air and noise pollution, accidents and traffic conges-
tion. According to one detailed estimate, these costs exceed $20 billion
annually (see box). They exclude
as well the cost (both direct cost
and “opportunity cost”) of legisla-

tive and other governmental atten-
tion to motor vehicle issues such as
insurance rates and air pollution.
The revenue figures include excise
taxes on gasoline but exclude in-
come from general sales taxes on
purchases of autos, gasoline, parts
and services.?

Extrapolating from this report, one
could calculate that for the entire
United States, taxpayers subsidize

New Jersey Motor Vehicle
“Externality Costs”
(annual costs paid by society but
not included in the price to drive;
circa 1990, in billions)

Traffic Accidents $12.1 billion
Congestion Delays 7.3 billion
Air Pollution 2.8 billion
Traffic Noise 1.0 billion
Vibration Damage 0.3 billion
Total Damages $23.5 billion

Source: Brian Ketcham Engineering, P.C.,
Brooklyn, NY, spreadsheet analysis dated
Nov. 6, 1994. Figures exclude land and
other costs associated with enabling of
sprawl, and “oil fuel cycle” including ground-
water pollution, refinery emissions, foreign
oil dependencs, climate change, etc.

Cora Roelofs and Charles Komanoff, Subsidies for Traffic: How Taxpayer Dollars
Underwrite Driving in New York State, Tri-State Transportation Campaign, March
1994, New York, NY.

See Appendix 1 for our rationale for excluding sales taxes on cars and automotive
products.



motorists at an annual rate of approximately $25 billion.?

B. Government Highway Expenditures — Where the Dollars Go

(Note: The following allocation of highway expenditures into categories may not be completely
precise, due to classification differences between different branches of government. See Table 1
directly following text for complete breakout.)

* Road-building absorbs 44 cents of every dollar spent on highways in New
Jersey. $1.181 billion (37%) of total highway spending in 1993 went for
construction, $218 million (7%) went for debt service on prior construction,
and $13 million was spent on other planning and engineering.

* Road maintenance, administration and operation account for 27 cents of the
New Jersey highway dollar. $608 million (19% of total highway spending in
1993) went for maintenance, of which $461 million was spent by localities
(counties and municipalities). Another $189 million (6%) was spent for
administration and $57 million (2%) for operations.

» Police and Traffic Control absorbs 17 cents of each dollar of highway spend-
ing in New Jersey, or $543 million. This single item is equivalent to almost
three-fourths of the net statewide deficit between governmental highway
revenues and expenditures. A large majority of spending for Police and
Traffic Control is by municipalities — an estimated $414 million a year.

» Courts and Toll Collection each consume approximately $100 million a year,
or 3% of New Jersey highway spending.

This rough estimate was obtained by calculating the annual subsidy to motorists in
New Jersey on a per capita basis (spreading $733 million over the 1992 population of
7.76 million, yielding $94 per person per year), to the entire 1992 U.S. population of
252 million. While data in the Federal Highway Administration’s annual Highway
Statistics reports appear to support this figure, that is largely coincidental, in that the
data therein omit key categories of both highway revenues and highway expenditures.
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