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The 1956 Rhode I s l and highway f inance study was d i r e c t e d p r i m a r i l y t o w a r d 
p r o v i d i n g answers to two b r o a d quest ions i m p o r t a n t f o r state f i s c a l p lann ing , 
as f o l l o w s : 

1 . What method of f i n a n c i n g the proposed long- range state highway p r o 
g r a m w o u l d r e q u i r e the lowes t add i t i ona l revenue r e q u i r e m e n t s consis tent 
w i t h sound f i n a n c i a l p r a c t i c e , and what w o u l d the add i t iona l revenue r e 
q u i r e m e n t s be ? 

2 . Should the state p r o v i d e add i t iona l assis tance to l o c a l c o m m u n i t i e s 
f o r h ighway purposes , and i f so, on what bas i s could i t best be a l l o t t e d to 
assure adequate l o c a l h ighways? 

The study was a p r a g m a t i c approach i n a "gene ra l f u n d " s ta te , f o r de
t e r m i n a t i o n of the add i t i ona l revenue r e q u i r e m e n t s and se lec t ion of the 
f i n a n c i n g method, th ree basic e lements were needed — engineer ing data, 
revenue p r o j e c t i o n s , and assumpt ions as to the p a t t e r n of f e d e r a l a i d . 
Eng inee r ing data c o m p i l e d by the Rhode I s l and Depar tment of Pub l i c W o r k s 
under the guidance of the A u t o m o t i v e Safety Foundat ion p r o v i d e d t o t a l costs 
of the proposed highway p r o g r a m ove r a 34-year p e r i o d under a l t e rna t ive 
assumpt ions of a 1 0 - and a 15-year ca tch-up p r o g r a m . I t was assumed 
that f e d e r a l a i d w o u l d r ep resen t 90 pe rcen t o f cons t ruc t i on costs on the 
in t e r s t a t e s y s t e m , and wou ld r e m a i n unchanged on o the r f e d e r a l a i d s y s 
t e m s . Revenue p r o j e c t i o n s w e r e based on highway use r taxes o n l y . 

I t was i m m e d i a t e l y obvious that the on ly way revenue r e q u i r e m e n t s 
cou ld be kept down d u r i n g the c r i t i c a l ca tch-up p e r i o d w o u l d be to cover 
peak cons t ruc t i on costs by b o r r o w i n g , to be r e p a i d l a t e r when p r o g r a m 
costs were l o w e r and p r o j e c t e d revenues h i g h e r . 

I n Rhode I s l and , c i t y a r t e r i a l s t ree t s , as def ined i n the engineer ing study, 
have c u s t o m a r i l y been a c i t y r a t h e r than a state r e s p o n s i b i l i t y . Because of 
t h e i r obvious impor t ance to the state highway sys t em, however , i t was f e l t 
that add i t i ona l a i d to c i t i e s should be r e l a t e d to p r o g r a m r e q u i r e m e n t s f o r 
c i t y a r t e r i a l s t r e e t s . Never the les s , i n gene ra l i t appeared tha t a b i l i t y to 
pay should be the measure o f h ighway a i d to l o c a l c o m m u n i t i e s . 

A f o r m u l a was tes ted based on a i d to the c i t i e s , as a g roup , at 50 p e r 
cent of average annual p r o g r a m costs f o r c i t y a r t e r i a l s t ree t s ; and a i d to 
the towns , as a group , i n an amount w h i c h equal ized the net r e m a i n i n g a v 
erage annual p r o g r a m costs to the c i t i e s and to the towns i n t e r m s of m i l l s 
p e r d o l l a r of equal ized va lua t ions . The e f f e c t of t h i s was to reduce c i t y 
r e q u i r e m e n t s f o r h ighways d u r i n g the ca tch-up p e r i o d 7.5 pe rcen t below 
recen t expendi ture l eve l s , and to r e q u i r e a 6.5 pe rcen t average increase 
f o r the t owns . T h i s was cons idered a s a t i s f a c t o r y r e s u l t , since the c i t i e s 
had been spending r e l a t i v e l y heav i l y on h ighways i n recent y e a r s , w h i l e 
the towns had spent r e l a t i v e l y l i t t l e . Bo th c i t i e s and towns i n Rhode I s l and 
a r e h a r d p re s sed f o r add i t iona l f u n d s . Wi thou t such state a i d , the c i t i e s 
w o u l d have had to increase highway expendi tures by 7 .4 pe rcen t , and the 
towns by 24 .8 pe r cen t . Equa l i za t ion of the cost burden seemed f a i r i n 
v i e w of the impor t ance to the state as a whole of a m o d e r n in tegra ted h i g h 
way sys tem throughout the s ta te . 

I f add i t i ona l state a i d to c i t i e s and towns were made on such a bas i s , 
add i t i ona l state revenue r e q u i r e m e n t s f o r a 15-year ca tch-up w o u l d be i n -
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c reased to 2 6 . 4 pe rcen t above the base c u r v e , acco rd ing to the "20-year 
bond a m o r t i z a t i o n " p l a n , as compared w i t h the 16.5 percen t increase r e 
q u i r e d f o r highways of d i r e c t state r e s p o n s i b i l i t y a lone. 

# I N RHODE I S L A N D , f o r mos t p r a c t i c a l purposes , there a re on ly two l eve l s of g o v e r n 
men t—sta te on the one hand, and the c i t i e s and towns , on the o t h e r . Except f o r county 
c o u r t s , county government does not e x i s t . M o t o r veh ic le use r revenues a re a l l p a i d 
in to the State Genera l Fund, where t h e i r i d e n t i t y i s l o s t . State highway expendi tures 
a r e made f r o m the gene ra l f u n d . I n add i t i on , f r o m about 27 to 28 pe rcen t of net tax 
revenues of the gene ra l f u n d a re f u r n i s h e d to c i t i e s and towns as state a i d , m an amount 
w h i c h i s rough ly double combined c i t y and town highway expendi tures . F r o m 1945 
th rough 1954, Rhode I s l and expendi tures f r o m c u r r e n t state and l o c a l tax revenues f o r 
state and l o c a l h ighways combined exceeded t o t a l h ighway use r taxes by 7 p e r c e n t . 

Since there i s no necessary and d i r e c t r e l a t i onsh ip between highway use r taxes and 
highway expendi tures i n Rhode I s l and , d e t e r m i n a t i o n of any de f in i t e r e l a t i onsh ip mus t 
be based on w o r k i n g hypotheses o r assumpt ions . The assumpt ion that d i r e c t state e x 
pendi tures f o r h ighways f r o m c u r r e n t tax revenues r ep resen t an expendi ture of h ighway 
use r taxes appears a reasonable s t a r t i n g p o i n t . The f u r t h e r assumpt ion tha t a t least 
some p o r t i o n of l o c a l h ighway expendi tures i s d e r i v e d f r o m highway use r taxes also 
appears reasonable , i n v i e w of the subs tan t ia l g r an t s f r o m gene ra l f i m d s to l o c a l c o m 
m u n i t i e s , even where such g ran t s a r e not e a r m a r k e d f o r h ighways . However , any 
assumpt ion w h i c h a t t empts to set a d e f i n i t e value on l o c a l highway eicpenditures f r o m 
highway use r revenues th rough the m e d i u m of the gene ra l f u n d appears debatable. 

Because the e x i s t i n g r e l a t i onsh ip between highway user t ax revenues and highway 
expendi tures i s so d i f f i c u l t to def ine s a t i s f a c t o r i l y , d e t e r m m a t i o n of what tha t r e l a t i o n 
ship ought to be seemed of less i m m e d i a t e p r a c t i c a l impor t ance tha t i t w o u l d i n a state 
where a p r e c i s e l y def ined presen t r e l a t i onsh ip cou ld be compared w i t h study f i n d i i ^ s 
on tha t p o i n t . M o r e o v e r , i t was f e l t that an adequate va lue judgment on what the r e l a 
t ionsh ip should be wou ld r e q u i r e a f a r m o r e extensive study of t h i s complex quest ion 
than the t i m e and pe r sonne l ava i lab le f o r t h i s study w o u l d p e r m i t . Consequently, i t was 
recommended that f u r t h e r study be made of the ques t ion , i n c l u d i n g , though not neces
s a r i l y l i m i t e d t o , such techniques as earn ings c r e d i t and i n c r e m e n t a l analyses . 

Thus the 1956 Rhode I s l and Highway Finance Study was d i r e c t e d p r i m a r i l y t owards 
p r o v i d i n g answers to two b road quest ions—those r a i s e d by state f i s c a l o f f i c e r s as 
mos t i m p o r t a n t f o r state f i s c a l p lann ing : ( a ) What method of f i n a n c i n g the proposed 
long range state h ighway p r o g r a m would c a l l f o r the lowest add i t i ona l revenue r e q u i r e 
ments consis tent w i t h sound f i n a n c i a l p r a c t i c e , and what wou ld those add i t iona l r e q u i r e 
ments be; and ( b ) Should the state p r o v i d e add i t iona l assis tance to l o c a l c o m m u n i t i e s 
f o r highway purposes , and i f so, i n what amounts and on what bas is could i t best be 
a l l o t t ed to assure adequate l o c a l h ighways? 

To de t e rmine add i t iona l revenue r e q u i r e m e n t s , t h ree basic e lements were needed— 
engineermg data, revenue p r o j e c t i o n s , and assumpt ions as to the p a t t e r n of f e d e r a l 
a i d (see F i g . 1 ) . 

Eng inee rmg data were compi l ed by s taf f of the Rhode I s land Depar tment o f Pub l ic 
W o r k s , w i t h the advice and guidance of the A u t o m o t i v e Safety Fo imda t ion . These p r o 
v ided annual costs of the proposed highway p r o g r a m ove r a 3 4 - y r p e r i o d , under a l t e r 
nat ive assumpt ions o f a 1 0 - and 1 5 - y r catch-up p r o g r a m . A t the t i m e t h i s was done, 
the p r o v i s i o n s of the 1956 F e d e r a l A i d Highway A c t had not been f i n a l l y d r a f t e d . 

A s to F e d e r a l a i d , i t was assumed that t h i s w o u l d cover 90 percen t of the costs of 
new cons t ruc t i on on the i n t e r s t a t e s y s t e m , and w o u l d r e m a i n unchanged on o ther F e d e r a l 
a i d sys t ems . 

The f i r s t r e a l p r o b l e m of the highway f inance study i t s e l f was the bas i s to be used 
f o r revenue p r o j e c t i o n s . In a gene ra l f u n d state, the mos t l o g i c a l approach w o u l d ap 
pear to be p r o j e c t i o n of t o t a l net tax revenues of the genera l f u n d . T h i s was r e j e c t e d 
f o r two m a i n reasons: ( a ) the re appeared to be a g r ea t e r p r o b a b i l i t y of e r r o r i n p r o 
j e c t i o n of net t o t a l tax revenues—a t r e n d ex is ted , but i t was less consis tent and less 
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c l e a r l y de f ined than the t r e n d i n h ighway use r tax revenues; and (b ) to be e n t i r e l y c o n - ' 
s i s ten t , a p r o j e c t i o n o f t o t a l state revenue r e q u i r e m e n t s w o u l d a lso be needed to d e t e r 
mine what w o u l d be ava i lab le f o r h ighways . I n b r i e f , a p r o j e c t i o n of the t o t a l state j 
f i s c a l p i c t u r e ove r a 3 4 - y r p e r i o d appeared i m p r a c t i c a l f o r p resen t purposes . 

Because of the w e l l def ined t r e n d i n h ighway use r revenues , and because there i s a 
genera l r e l a t i onsh ip between the need f o r highway expendi tures and highway user r e v e 
nues, even i f that r e l a t i onsh ip i s not p r e c i s e l y def ined , i t was decided to p r o j e c t h i g h 
way u se r revenues o n l y . I 

To de t e rmine add i t i ona l state revenue r e q u i r e m e n t s f o r the proposed p r o g r a m , i t 
was f i r s t necessary to a sce r t a in the l e v e l of recen t highway expendi tures f r o m c u r r e n t 
state tax revenues . 

The yea r 1954 represen ted the mos t recen t yea r i n w h i c h the Genera l State Budget 
was balanced wi thou t use o f su rp lu s funds , and i t was used f o r the d e t e r m i n a t i o n s . Thus , 
i t could be sa fe ly assumed that a l l state highway expendi tures , except f e d e r a l a i d and 
bond f u n d s , w e r e d e r i v e d f r o m c u r r e n t state t ax revenues . F o r 1955, on the o the r 
hand, i t cou ld not be s ta ted d e f i n i t e l y how much of inc reased expendi tures f o r h ighways 
were d e r i v e d f r o m c u r r e n t tax revenues and how much d i r e c t l y o r i n d i r e c t l y f r o m s u r p l u i 

Revenues w h i c h wou ld be ava i lab le f o r f u t u r e highway purposes f r o m p resen t state 
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Figure 1. Total 15-year catch-up program on state trunklines and secondaries. 

tax sources w e r e taken as the same p r o p o r t i o n of the amount of t o t a l m o t o r veh ic le 
taxes as was e x p l i c i t l y expended by the state f o r highway purposes f r o m c u r r e n t tax 
revenues i n 1954, that i s , 60 pe r cen t . The f u n c t i o n of t h i s percentage was to es tab l i sh 
a p r o j e c t e d base l ine f o r c o m p a r i s o n w i t h the p r o j e c t e d l e v e l of revenues r e q u i r e d to 
meet a p a r t i c u l a r p r o g r a m of f i n a n c i n g . 

The i n t e r v a l between t h i s base c u r v e — r e p r e s e n t i n g "ava i lab le revenue" i n t e r m s o f 
recen t l eve l s of e x p e n d i t u r e — and the " r e q u i r e d revenue" cu rve represen ted the a d d i 
t i o n a l revenue r e q u i r e m e n t . F u r t h e r m o r e , since each cu rve was es tabl i shed as a u n i 
f o r m percentage of p r o j e c t e d m o t o r veh ic le taxes throughout , the i n t e r v a l between 
cu rves i n the f i r s t yea r r epresen ted the d o l l a r amount by w h i c h tax revenues w o u l d have 
to be inc reased at the p resen t t i m e to p r o v i d e r e q u i r e d revenues f o r the f u l l 3 4 - y r 
p e r i o d , w i thou t need f o r l a t e r increases i n tax r a t e s . The f i r s t yea r t h e r e f o r e p r o v i d e d 
the key to revenue r e q u i r e m e n t s f o r the en t i r e p r o g r a m . i 

The next m a j o r ques t ion was the type of f i n a n c m g to be employed . H i e on ly way I 
revenue r e q u i r e m e n t s cou ld be kep t down d u r i n g the c r i t i c a l ca tch-up p e r i o d w o u l d be 
to cover peak cons t ruc t i on cos ts by b o r r o w i n g , to be r e p a i d l a t e r when p r o g r a m cos ts 
w e r e l o w e r and p r o j e c t e d revenues h i g h e r . T h i s c u t - a n d - f i U approach appeared sche- , 
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m a t i c a l l y sound, but as d i r e c t l y appl ied wou ld r e q u i r e bonds w i t h no p r i n c i p a l payments 
i n the e a r l y yea r s ; and tes ts showed that , as appl ied to the Rhode I s l and p r o g r a m , the 
bu lk of p r i n c i p a l repayments wou ld f a l l 25 y e a r s o r m o r e i n the f u t u r e . M o r e o v e r , 
revenue r e q u i r e m e n t s , a l though m a t h e m a t i c a l l y s u f f i c i e n t , i n p r a c t i c e w o u l d be ' t i g h t ' 
- t h a t i s , t he r e was no leeway a l lowed f o r e r r o r s of es t imate , o r f o r unant ic ipa ted 
cost inc reases , f o r example , the recent r i s e s i n costs of s t r u c t u r a l s tee l and i n t e r e s t 
r a t e s . 

I t was decided, t h e r e f o r e , to t e s t a m o d i f i c a t i o n of the c u t - a n d - f i l l approach . Bonds 
w e r e assumed to be issued i n accordance w i t h the establ ished conserva t ive p r a c t i c e i n 
Phode I s l and , tha t i s , the bonds wou ld be s e r i a l bonds to be a m o r t i z e d i n equal i n s t a l l 
ments ove r 20 y e a r s . T h i s , of course , meant that p r i n c i p a l payments wou ld be r e 
q u i r e d each yea r a f t e r the f i r s t , and w o u l d somewhat r a i s e the l e v e l of the c u r v e of 
r e q u i r e d revenue. The r e q u i r e d revenue cu rve was set at the l e v e l w h i c h w o u l d j u s t 
cover a l l c u r r e n t expenses f o r the peak yea r , m c l u d i n g in t e r e s t and p r i n c i p a l paymen t s . 
Thus , a p o r t i o n of the costs of new cons t ruc t ion i n the e a r l y yea r s wou ld be me t f r o m 
c u r r e n t state revenues, and i n no yea r w o u l d b o r r o w i n g s exceed the state share of new 
c o n s t r u c t i o n . 

A f t e r the m i t i a l ca tch-up p e r i o d , t o t a l highway cos ts , i nc lud ing i n t e r e s t and p r i n c i -
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Figure 2. Twenty-year bond amortization method, 1^-year catch-up program, state trunk-
line and state secondary with state aid to c i t i e s and towns. 

p a l payments , w o u l d p r o g r e s s i v e l y dec l ine . T h i s p r o v i d e d a s teadi ly widen ing m a r g i n 
between costs and the r e q u i r e d revenue c u r v e — a m a r g i n w h i c h w o u l d y i e l d a subs tan
t i a l su rp lus by the end of the 3 4 - y r p e r i o d . T h i s su rp lus p r o v i d e d the leeway c o n s i d 
e r ed necessary f o r sound l o n g - t e r m f i n a n c i n g . I t cou ld be used to absorb u n a n t i c i 
pated cost inc reases , o r to r e t i r e the outs tanding debt i n a sho r t e r p e r i o d , o r to r e 
duce taxes a f t e r the catch-up p e r i o d , i f c i r cums tances w a r r a n t e d . F i g u r e 2 and Tab le 
1 i l l u s t r a t e t h i s approach , and inc lude a l lowances f o r add i t i ona l state a id to c i t i e s 
and towns . 

T h i s f o r m of f i n a n c i n g wou ld reduce to t a l i n t e r e s t costs by about 40 pe rcen t , and 
reduce the peak debt i n c u r r e d by ove r 20 percen t , as compared w i t h the s t r a igh t c u t -
a n d - f i l l approach . I f the su rp lus w h i c h accumulates a f t e r the ca tch-up p e r i o d w e r e 
e n t i r e l y appl ied to bond r e t i r e m e n t , i t w o u l d p e r m i t comple te r e t i r e m a i t of new h i g h 
way debt w i t h i n 25 to 28 y e a r s , depending on the p a r t i c u l a r p r o g r a m adopted. 

The increase i n revenue r e q u i r e m e n t s r e s u l t i n g f r o m the use of t h i s approach wou ld 
be r e l a t i v e l y modera te , i n v i e w of the s ize of the p r o g r a m to be under taken . F o r the 
s tate t r u n k l i n e s and secondary sys t em alone, revenue r e q u i r e m e n t s f o r the proposed 
1 5 - y r ca tch-up p r o g r a m w o u l d be 4 .8 percen t above the base c u r v e acco rd ing to the 
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TABLE 1 

15-YEAR CATCH-HP ON STATE TRONKUNES AND RURAL SECONDARY SYSTEMS WITH STATE AID TO CITIES AND TOWNS, 

20-YEAR BOND AMORTIZATION PLAN 

(Amounts in thousands) 

Year Construction State Share of Net 
Minus Total Program Available Required Actual Program 

Cost"" 
Cumulative Annual Cumulative Principal Outstanding Interest 

Federal Aid Costs"^ Revenuee Revenue 
Actual Program 

Cost"" "Surplus" Surplus Borrowmg Debie Payment^ Debt Payments 

1996 10,049 16,325 9,456 11,956 4,369 4,369 4,369 
57 10,281 18,683 9,760 12,342 4,690 9,059 218 8,841 131 
58 10,500 17,007 10,008 12,654 5,071 14,130 453 13,459 265 
sg 10,693 17,290 10,229 12,934 5,467 19,597 707 18,219 404 

1960 10,850 17,533 10,427 13,185 5,875 25,472 980 23,114 547 
61 11,073 17,868 10,606 13,411 6,424 31,896 1,274 28,264 603 
62 11,240 18,104 10,768 13,616 6,931 38,827 1,595 33,600 848 
63 11,384 18,321 10,922 13,810 7,460 46,287 1,941 39,119 1,008 
64 11,514 18,516 11,077 14,006 7,998 54,285 2,314 44,803 1,174 

1965 11,669 18,738 11,232 14,202 8,594 62,879 2,714 SO,683 1,344 
66 12,004 19,322 11,388 14,399 9,587 72,466 3,144 57,126 1,520 
67 12,139 19,529 11,544 14,597 10,269 82,735 3,623 63,772 1,714 
68 12,276 19,723 11,701 14,795 10,078 93,713 4,137 70,613 1,913 
69 12,411 19,927 11,859 14,995 11,736 105,449 4,686 77,663 2,118 

1970 12,583 20,172 12,018 15,195 12,579 118,028 5,272 84,970 2,330 
71 1,689 7,857 12,168 15,385 922 118,950 5,901 79,991 2,549 
72 1,697 7,881 12,318 15,575 654 119,604 5,948 74,697 2,400 
73 1,707 7,657 12,469 15,766 112 119,716 5,980 66,829 2,241 
74 1,740 7,678 12,621 15,959 15,729 230 119,716 5,986 62,843 2,065 

1975 1,748 7,359 12,773 16,150 15,230 920 1,150 119,716 5,986 56,857 1,885 
76 2,478 8,085 12,925 16,343 15,777 566 1,716 115,347 5,986 50,871 1,706 
77 2,486 8,122 13,078 16,536 15,415 1,121 2,837 110,657 5,767 45,104 1,526 
78 2,516 7,951 13,231 16,730 14,837 1,893 4,730 105,586 5,533 39,571 1,353 
79 2,547 8,007 13,385 16,925 14,473 2,452 7,182 100,119 5,279 34,292 1,187 

1980 2,578 8,062 13,539 17,120 14,097 3,023 10,205 94,244 5,006 29,286 1,029 
81 1,227 6,568 13,694 17,316 12,159 5,157 15,362 87,820 4,712 24,574 879 
82 1,227 8,592 13,849 17,511 11,720 5,791 21,153 80,889 4,391 20,183 737 
83 1,253 6,641 14,005 17,708 11,290 8,418 27,571 73,429 4,044 16,139 805 
84 1,256 6,668 14,161 17,906 10,823 7,083 34,654 65,431 3,671 12,468 484 

1985 1,283 6,720 14,318 18,104 10,366 7,738 42,392 56,837 3,272 9,196 374 
86 1,401 6,887 14,473 18,301 10,005 8,298 50,688 47,250 2,842 6,354 276 
87 1,408 6,919 14,628 18,497 9,473 9,024 59,712 36,981 2,363 3,991 191 
88 1,413 6,950 14,783 18,693 8,919 9,774 69,486 26,003 1,849 2,142 120 
89 1,442 7,001 

414,663 
14,938 

420,346 
18,888 8,365 10,523 80,009 14,867 1,300 842 64 

ToUls 203,762 
7,001 

414,663 
14,938 

420,346 53l|510 451,501 37,880 

Includes state trunklines and secondary system plus 50 percent of city arterial streets ! 
^bidudes state aid to cities and towns, but not costs of new financit^ 
'^Revenue considered available f r o m present tax sources 
'^For years not shown, actual costs equal required revenue 

^Total of original amounts of annual bond issues not ful ly amortized at end of year i 
'computed at 5 percent of previous Ime in "Cumulative Debt" column 
^Computed at 3 percent of previous Ime in "Net Outstanding Debt" column 

s i m p l e c u t - a n d - f i l l approach, and 16.5 pe rcen t above acco rd ing to the m o d i f i e d " 2 0 - y r 
bond a m o r t i z a t i o n " p l a n . I n o ther w o r d s , the 20-year bond a m o r t i z a t i o n p l a n w o u l d 
r a i s e the r e q u i r e d revenue c u r v e an add i t iona l 11 .7 pe rcen t above ava i l ab le revenue . 
On a pay -as -you-go bas i s , the average inc rease i n state revenue r e q u i r e m e n t s f o r the 
catch-up p e r i o d w o u l d be 55 pe rcen t . 

I f the ca tch-up p e r i o d i s reduced f r o m 15 yea r s to 10 y e a r s , the add i t iona l revenue 
r e q u i r e m e n t s a r e sha rp ly h i g h e r . F o r a 1 0 - y r ca tch-up on a pay -as -you-go bas is r e v e m 
r e q u i r e m e n t s w o u l d be 103 pe rcen t above the base cu rve ; under the m o d i f i e d 20 -yea r bon( 
a m o r t i z a t i o n p lan revenue r e q u i r e m e n t s w o u l d be up 2 7 . 9 pe rcen t ; and acco rd ing to the 
s i m p l e c u t - a n d - f i l l approach , 8 .7 pe rcen t ( T a b l e 2 ) . 

fii v i e w of the r ecen t sharp r i s e i n i n t e r e s t r a t e s on state and m u n i c i p a l bonds, i t 
should be noted tha t the i n t e r e s t r a t e assumed f o r f i n a n c i n g p r o j e c t i o n s was 3 pe rcen t 
on gene ra l ob l iga t ion state bonds. A t the t i m e t h i s assumpt ion was made, comparab le 
bonds w e r e y i e l d i n g about 2 .75 pe rcen t , so that some a l lowance was made f o r i n c r e a s 
ing r a t e s . W i t h m u n i c i p a l bond y i e l d s now g e n e r a l l y averag ing above 3 pe rcen t , i t i s 
evident tha t cont inuat ion of recen t t r ends i n i n t e r e s t r a t e s w i l l c a l l f o r a r e d e t e r m i n a 
t i on of t h i s e lement of cos t . 

The highway p r o b l e m s of Rhode I s land c i t i e s and towns a r e i n s eve ra l respects 
qui te d i f f e r e n t f r o m those of the s ta te . The g rea t bu lk o f l o c a l l y d e r i v e d revenues comes 
f r o m assessments on r e a l estate and tangible p e r s o n a l p r o p e r t y . T h e r e a r e no l o c a l 
m o t o r - v e h i c l e u se r taxes , as such, though ad v a l o r e m p r o p e r t y taxes a r e l ev i ed on motoi 
v e h i c l e s . F u r t h e r m o r e , l o c a l p r o p e r t y tax l ev ies a r e l i m i t e d by state law to no t m o r e 
than $25 p e r $1 ,000 of assessed va lua t ion , p lu s debt s e r v i c e cha rges—a f a c t o r w h i c h 
has con t r ibu ted to the need f o r state g ran t s to help meet the mount ing costs of l o c a l se rv ices . 

Towns , i n genera l , a r e respons ib le f o r maintenance of on ly p u r e l y l o c a l town roads ; 
and the r u r a l secondary sys t em, w h i c h rough ly co r responds to county road sys tems i n 
o ther s tates , i s a state r e s p o n s i b i l i t y . 
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C i t i e s , on the o ther hand, a r e respons ib le not on ly f o r p u r e l y l o c a l access s t r ee t s , 
but a l so f o r those a r t e r i a l s t ree t s w h i c h a r e not p a r t of the state t r u n k l i n e s y s t e m . 
These c i t y a r t e r i a l s t r ee t s a r e comparab le i n f u n c t i o n to the state r u r a l secondary 
sys tem; that i s , they p r o v i d e the m a j o r l i n k s between the basic l o c a l sys tems and the 
state t r u n k l i n e s . 

I t m i g h t appear that the towns a r e i n a f a v o r e d p o s i t i o n . A c t u a l l y , however , when 
long range highway p r o g r a m r e q u i r e m e n t s w e r e compared w i t h l o c a l f i n a n c i a l r e s o u r c e s , 
i n t e r m s of t h e i r p r i m a r y tax base, i t was found that the r e l a t i v e f i n a n c i a l burdens of 
the proposed highway p r o g r a m s f o r the c i t i e s and the towns w e r e subs tan t ia l ly equal . 

Jn d e t e r m i n i n g the p r i m a r y tax base f o r Rhode I s l and c i t i e s and towns , assessed 
va lua t ions of r e a l and tangib le p e r s o n a l p r o p e r t y w e r e not i n themse lves adequate. T h i s 
was because assessment p r a c t i c e s v a r y cons ide rab ly f r o m one c o m m u n i t y to another . 
Ava i l ab l e i n f o r m a t i o n ind ica ted that the r a t i o of assessed to m a r k e t va lues of p r o p e r t y 
i n d i f f e r e n t c i t i e s and towns ranges f r o m about 30 pe rcen t up to 85 pe rcen t . I t was 
c l e a r that no v a l i d c o m p a r i s o n of tax bases could be made wi thou t ad jus tment to c o m 
pensate f o r such d i f f e r e n c e s . 

In 1956 the Rhode I s l and Genera l A s s e m b l y es tabl ished a tax equal iza t ion boa rd to 
d e t e r m i n e a sound bas i s f o r ad jus t i ng l o c a l assessed va lua t ions to r e f l e c t m o r e accu ra t e 
l y ac tua l l o c a l p r o p e r t y va lues . The spec i f i c purpose of such t ax equal iza t ion was to 
develop a f a c t o r f o r use i n a f o r m u l a to a l loca te state a id to l o c a l educat ional sys t ems . 
However , once such equal ized va lua t ions a r e p r o p e r l y es tabl ished, they can be app l i ed 
to o ther p r o b l e m s of state and l o c a l f i s c a l r e l a t i o n s h i p s . 

A t the t i m e of the s tudy, no o f f i c i a l equal ized va lua t ions had been es tab l i shed . C o n 
sequently, ad jus tments based on i n f o r m e d l o c a l judgments of the average assessment 
r a t i o s m each c o m m u n i t y w e r e made. 

A weighted average of these es t imates mdica ted tha t i n 1955 Rhode I s land ' s seven 

T A B L E 2 

A D D E D I N I T I A L R E V E N U E R E Q U I R E M E N T S ^ 

F o r 5 A l t e r n a t i v e 3 4 - Y r State P r o g r a m s , by Length of Ca tch-Up P r o g r a m 
and Type of F inanc ing 

P r o g r a m 

( D o l l a r s ) 

Type of F inanc ing 

Cut and F i l l 2 0 - Y r Bond A m o r t i z a t i o n 

(Pe r cen t ) ( D o l l a r s ) ( P e r c e n t ) 
State T r u n k l i n e s and 
R u r a l Secondary on ly 

1 0 - y r ca tch-up 
o v e r - a l l 

1 0 - y r s tate t r u n k s 
1 5 - y r secondary 

1 5 - y r ca tch-up 
o v e r - a l l 

State T r u n k l i n e s and 
R u r a l Secondary P lus 
State A i d to C i t i e s and 
Towns 

1 0 - y r state t r i m k s 
1 5 - y r o ther 

1 5 - y r ca tch-up 
o v e r - a l l 

819,000 

726,000 

450,000 

1,528,000 

1 ,255,000 

8 .7 

7 .7 

4 .8 

16 .2 

13 .3 

2 ,637 ,000 

2 ,288 ,000 

1,559,000 

3 ,110 ,000 

2 ,500 ,000 

2 7 . 9 

24 .2 

16 .5 

32 .9 

2 6 . 4 

Requ i rement s above revenues cons idered ava i lab le f r o m presen t tax base. 
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c i t i e s , as a g roup , assessed at about 70 .9 percen t of c u r r e n t m a r k e t values ; and the 
s tate 's t h i r t y - t w o towns , at about 59 .2 pe rcen t . The two group averages a r e p robab ly 
f a i r l y r epresen ta t ive of the genera l d i f f e r e n c e s i n assessment p r a c t i c e s . 

A d j u s t i n g assessed va lua t ions f o r these assessment r a t i o s , and c o m p a r i n g the r e 
su l t s w i t h the 3 4 - y r average l o c a l p r o g r a m costs f o r the c i t i e s and towns , r e spec t i ve ly , 
i t was found that f o r both c i t i e s and towns the average annual cost wou ld be app rox ima te 
l y 2 .3 m i l l s p e r d o l l a r of c u r r e n t r e a l and tangible p r o p e r t y va lues . Ja o ther w o r d s , 
the h igher p r o g r a m costs f o r the c i t i e s r e s u l t m g f r o m c i t y r e s p o n s i b i l i t y f o r a r t e r i a l 
s t ree t s w e r e o f f s e t by a co r r e spond ing ly h igher tax base. 

If a b i l i t y to pay i s taken as a c r i t e r i o n , these f ac t s ind ica te that add i t i ona l state a id 
to c i t i e s should be matched by p ropo r t i ona t e s tate a i d to towns to p r e s e r v e a f a i r b a l 
ance. I f a b i l i t y to pay i s not recognized , the p r a c t i c a l e f f e c t w o u l d be to d i scourage 
adequate l o c a l highway development i n those c o m m u n i t i e s w i t h the grea tes t needs r e l a 
t i v e to t h e i r f i n a n c i a l r e s o u r c e s . T h i s wou ld tend to defeat the purpose of the proposed 
highway p r o g r a m , w h i c h was designed to assure a comple te and adequate highway n e t 
w o r k throughout the s ta te . The va lue of adequate state t r u n k l i n e s w o u l d be m a t e r i a l l y 
reduced by subordinate and l o c a l h ighways w h i c h w e r e not up to s tandard . ' 

However , r ega rd l e s s of quest ions of f i n a n c i a l equity and p r i m a r y r e s p o n s i b i l i t y , the 
state has a p a r t i c u l a r i n t e r e s t i n adequate development of c i t y a r t e r i a l s t r ee t s . C i t y 
a r t e r i a l s t r ee t s , as def ined i n the engmeer ing study, p e r f o r m the same m a j o r f i m c t i o n ^ 
as state r u r a l secondary h ighways—both se rve as c o l l e c t o r s and d i s t r i b u t o r s of t r a f f i c 
to and f r o m the state t r u n k l i n e s . Because they cons t i tu te i m p o r t a n t l i n k s m the o v e r 
a l l s tate sy s t em, i t appeared des i r ab le that the state should have a vo ice i n t h e i r des ign 
standards and the t i m i n g of i m p r o v e m e n t s . 

Consequently, i t was decided tha t add i t i ona l s tate h ighway a i d t o c i t i e s should be 
geared to p r o g r a m r e q u i r e m e n t s f o r c i t y a r t e r i a l s t r ee t s , and that a f o r m u l a based on 
state a i d to c i t i e s i n the amount of 50 pe rcen t of p r o g r a m m e d cons t ruc t ion costs f o r c i t y 
a r t e r i a l s t r ee t s should be t e s ted . T h i s was found to r ep resen t 12 .2 pe rcen t of the 34 -
y r cost of the c i t i e s ' h ighway p r o g r a m s , exc lus ive of f i n a n c i n g . 

To p r e s e r v e the balance between c i t i e s and towns , i n t e r m s of a b i l i t y to pay, the 
f o r m u l a a l lowed the same 12 .2 pe rcen t of the 3 4 - y r p r o g r a m costs to the towns . Thus , 
a s suming tha t o r i g i n a l p r o g r a m cos t s f o r the c i t i e s , i n r e l a t i o n to t h e i r t a x base, w e r e 
equal to those f o r the towns , the net p r o g r a m costs a f t e r a l l o w i n g f o r t h i s state a id 
wou ld a lso be equal . The guid ing p r i n c i p l e was that net p r o g r a m costs to l o c a l c o m m u n 
i t i e s should be subs tan t ia l ly equal i n t e r m s of t h e i r p r i n c i p a l tax base, o r a b i l i t y to pay . 

The engineer ing study grouped c i t i e s and towns f o r purposes of ana lys i s , so tha t de 
t a i l e d highway p r o g r a m s f o r each i n d i v i d u a l c i t y and town w e r e no t ava i l ab le f o r the 
f inance s tudy . M o r e o v e r , p r o p e r evaluat ion of the r e l a t i onsh ip between i n d i v i d u a l c o m 
m u n i t y highway p r o g r a m s and the r e spec t ive tax bases cou ld no t be made u n t i l the r e 
cent ly es tabl ished tax equal iza t ion boa rd p r o v i d e s a m o r e s a t i s f a c t o r y bas is f o r a d j u s t 
ment of assessed va lua t ions . However , the study exp lo red the p r o b l e m of how state a i d 
to i n d i v i d u a l c o m m u n i t i e s m i g h t be a l loca ted s u f f i c i e n t l y to demons t ra te that a s a t i s 
f a c t o r y f o r m u l a cou ld be developed to d i s t r i b u t e any d e s i r e d t o t a l amount of state h i g h 
way a i d among i n d i v i d u a l c o m m u n i t i e s on the p r i n c i p l e of equa l iz ing , o r subs tan t ia l ly 
equa l iz ing , net p r o g r a m costs as r e l a t ed to the tax base. 

A n a l y s i s of c i t y and town highway p r o g r a m costs f o r a 1 5 - y r ca tch-up p e r i o d , as 
compared w i t h p r o j e c t e d ava i l ab le revenues , ind ica ted tha t wi thou t state a i d l o c a l p r o 
g r a m costs wou ld exceed ava i l ab le revenue by 24 .8 pe rcen t i n the towns , and by 7 . 4 
percen t i n the c i t i e s . T h i s wide d i sc repancy i s because i n recent yea r s c i t y h ighway 
expendi tures have been cons iderab ly h ighe r , p r o p o r t i o n a l l y , than the towns . These 
r e l a t i v e l y h igh c i t y expendi tures had the e f f ec t of both r a i s i n g the l e v e l of revenues c o n 
s ide red ava i l ab le and decreas ing somewhat f u t u r e p r o g r a m cos t s . 

Wi thou t state a i d the towns w o u l d exper ience cons iderab le d i f f i c u l t y i n i n c r e a s i n g 
l o c a l revenues f o r h ighways by a l m o s t 25 pe rcen t f o r the next 15 y e a r s . F o r the c i t i e s , 
w h i c h as a group have been spending subs tant ia l sums f o r highway w o r k , and wh ich a r e 
a l r eady c lose to t h e i r l ega l tax c e i l i n g , an average inc rease of even 7 . 4 pe rcen t f o r 15 
yea r s wou ld a lso be v e r y d i f f i c u l t . W i t h r e l a t i v e l y l i m i t e d tax r e s o u r c e s , and the i n 
c r e a s i n g need f o r m a j o r c a p i t a l out lays f o r schools , p a r t i c u l a r l y , add i t i ona l l o c a l b o r -
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T A B L E 3 

COMPARISON OF 1 5 - Y R N E T P R O G R A M COSTS 
W I T H P R O J E C T E D A V A I L A B L E R E V E N U E S 

1 5 - Y r To ta l s 

C i t i e s and Towns 

Percentage Above 
A v a i l a b l e Revenues Net P r o g r a m Costs o r Below 

(thousands of d o l l a r s ) ( thousands o f d o l l a r s ) A v a i l a b l e Revenues 

32 Towns 
Wi thou t state a i d 42 ,884 53 ,521 +24.8 
W i t h state a i d 42,884 45,692 + 6.5 

7 C i t i e s 
Wi thou t s tate a id 94,227 101,184 + 7 .4 
W i t h state a i d 94,227 87,147 - 7 .5 

r o w i n g f o r h ighway purposes w o u l d seem, i n genera l , unwise . 
However , w i t h state a i d on the bas is p r e v i o u s l y o u t l m e d , r ep re sen t ing 50 pe rcen t of 

cons t ruc t i on costs of a r t e r i a l s t ree t s i n c i t i e s and a p ropo r t i ona t e amount of t o t a l p r o 
g r a m costs i n the towns , Rhode I s land c i t i e s cou ld meet t h e i r h ighway needs f o r a 15 -
y r ca tch-up p r o g r a m w i t h a 7.5 pe rcen t r educ t ion i n ava i l ab le revenue, w h i l e the towns 
wou ld r e q u i r e an inc rease o f on ly 6.5 pe rcen t ( T a b l e 3 ) . In v i e w of the r e l a t i v e l y low 
r a t e of town highway expendi tures i n recen t yea r s , such an mcrease f o r the towns should 
p r o v e f ea s ib l e f r o m c u r r e n t tax sources . The state a i d f o r m u l a i s designed to p r o v i d e 
r e s i d u a l , o r net h ighway costs f o r both c i t i e s and towns wh ich a r e equal m t e r m s of 
t h e i r r e spec t ive tax bases. 

F r o m the standpoint of p r o v i d i n g adequate and e f f ec t i ve h ighway a i d to l o c a l c o m m u n 
i t i e s , the proposed f o r m u l a thus appeared to be s a t i s f a c t o r y . I t w o u l d p r o v i d e f i n a n c i a l 
a i d to l o c a l c o m m u n i t i e s i n a manner w h i c h wou ld make poss ib le adequate l o c a l highway 
p r o g r a m s wi thou t add i t i ona l l o c a l b o r r o w i n g , and w i thou t p l a c i n g an u n f a i r o r u n r e a l 
i s t i c burden on any s ing le c o m m u n i t y . 

F r o m the standpoint of the state, such a id to l o c a l c o m m u n i t i e s w o u l d , of course , 
inc rease revenue r e q u i r e m e n t s f o r highway purposes . F o r a 1 5 - y r ca tch-up , t o t a l 
state revenue r e q u i r e m e n t s wou ld be inc reased to 2 6 . 4 pe rcen t above the base c u r v e , 
acco rd ing to the 2 0 - y r bond a m o r t i z a t i o n p l a n , as compared w i t h the 16.5 pe rcen t i n 
c rease r e q u i r e d f o r highways of d i r e c t state r e s p o n s i b i l i t y a lone. Thus the cost of a i d 
to c i t i e s and towns on the proposed bas i s wou ld amount to 9 .9 percen t of revenues 
p r e s e n t l y cons idered a v a i l a b l e . 

A g a i n , i n t e r m s of a 1 5 - y r ca tch-up , acco rd ing to the 2 0 - y r bond a m o r t i z a t i o n p l a n , 
and i nc lud ing state a i d to c i t i e s and towns on the basis p roposed , the add i t iona l state 
revenue r e q u i r e m e n t s i n the key f i r s t yea r w e r e es t ima ted at $ 2 , 5 0 0 , 0 0 0 (See F i g . 2 
and Tables 1 and 2 ) . A n a l y s i s of Rhode I s land ' s m o t o r veh ic le tax s t r u c t u r e ind ica ted 
that t h i s amount cou ld be r a i s e d by an inc rease i n the gasol ine tax of 1 cent p e r ga l lon 
( f r o m 4 cents to 5 cents) p lu s increases i n r e g i s t r a t i o n fees f o r the heav ie r c o m m e r c i a l 
veh i c l e s , and that both these increases could be made wi thou t p l ac ing Rhode I s l and lev ies 
out of l i n e w i t h o ther s tates , p a r t i c u l a r l y Massachuset ts and Connect icu t . 

However , because Rhode I s l and i s a genera l f u n d state , w i t h no necessary t i e - i n b e 
tween p a r t i c u l a r tax revenues and p a r t i c u l a r expendi tures , i t was not p o s i t i v e l y r e c o m 
mended that add i t i ona l revenues be r a i s e d i n t h i s manne r . The p o s s i b i l i t y was m e r e l y 
po in ted out . I t m i g h t w e l l be that a r e v i e w of t o t a l s tate budgetary r e q u i r e m e n t s and 
the ex i s t i ng tax s t r u c t u r e w o u l d ind ica te that another tax o r combina t ion of taxes wou ld 
be t te r se rve t o t a l needs. 

One spec ia l p r o b l e m w h i c h developed f r o m a r e v i e w of the engineer ing p r o g r a m was 
the acqu i s i t i on of r i g h t s - o f - w a y . The annual p r o g r a m m i n g of cons t ruc t ion costs showed 
a r e l a t i v e l y h igh percentage of e a r l y cons t ruc t ion costs r ep resen t ing r i g h t - o f - w a y p u r 
chases. The p r a c t i c a l e f f ec t of t h i s wou ld be to ho ld back ac tua l p h y s i c a l c o n s t r u c t i o n , 
p a r t i c u l a r l y i n the f i r s t f i v e y e a r s . To p e r m i t m a j o r cons t ruc t ion to s t a r t as soon as 
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poss ib le and to assure a m o r e even l e v e l of cons t ruc t ion throughout the ca tch-up p e r i o d , 
i t was r ecommended tha t a spec ia l r e v o l v i n g f u n d of f r o m $ 5 , 0 0 0 , 0 0 0 to $10 ,000 ,000 
be es tabl i shed f o r advance a c q u i s i t i o n of r i g h t s - o f - w a y on F e d e r a l a i d sys t ems . Such 
a f u n d w o u l d be, i n e f f e c t , r ep len i shed as Fede ra l a i d i s r e ce ived at the t i m e of ac tua l 
c o n s t r u c t i o n , and wou ld u l t i m a t e l y be absorbed in to r e g u l a r l y p r o g r a m m e d c o n s t r u c 
t i on cos t s . I t cou ld p robab ly be f inanced by r e l a t i v e l y sho r t t e r m bonds, o r notes , 
w i thou t the necess i ty f o r annual a m o r t i z a t i o n , so that the add i t iona l annual costs i n 
vo lved wou ld r ep resen t p r i m a r i l y i n t e r e s t charges . I t appeared probab le that long 
range savings r e s u l t i n g f r o m e a r l y acqu i s i t i on of r i g h t s - o f - w a y wou ld m o r e than o f f s e t 
the r e l a t i v e l y s m a l l add i t i ona l cost r e s u l t i n g f r o m the use of such a f u n d . 

T A B L E 4 

S T A T E FUNDS R E Q U I R E D T O M A T C H F E D E R A L A I D ^ 

Funds 1 st yea r 2nd year 3 r d yea r 

State funds r e q u i r e d 
to ma tch 
new f e d e r a l p r o g r a m 

5,943 5,878 6,289 18,110 

State funds r e q u i r e d to 
ma tch assumed f e d e r a l a i d under 
p roposed state p r o g r a m s 

1 0 - y r ca tch-up 
on state t r u n k s and secondary 7,164 7,345 7,496 22,005 

1 0 - y r on state t r u n k s 
1 5 - y r on state secondary 7,003 7,185 7,338 21 ,526 

1 5 - y r ca tch-up on s tate 
t r u n k s and secondary 5,137 5,260 5,373 15,770 

F o r cons t ruc t i on on state 
t r u n k s and secondary under 
p roposed 1 5 - y r ca tch-up 

9,228 9 ,441 9,642 28 ,311 

Under r e v i s e d F e d e r a l a i d a l loca t ions and proposed state p r o g r a m s , amounts i n 
thousands of d o l l a r s . 

The f i nance study was l a r g e l y comple ted b e f o r e the passage of the 1956 F e d e r a l A i d 
Highway A c t . When the p r o v i s i o n s of that ac t became ava i l ab le , however , i t was o b 
v i o u s l y i m p o r t a n t to de t e rmine how w e l l the proposed 1 0 - and 1 5 - y r ca tch-up p r o g r a m s 
wou ld f i t i n w i t h those p r o v i s i o n s . The key quest ion here was whether s u f f i c i e n t state 
match ing funds w o u l d be ava i lab le to take f u l l advantage of F e d e r a l a i d . 

A n a l y s i s showed that f o r the f i r s t three y e a r s under the 1 0 - y r ca tch-up , state funds 
ava i lab le to match F e d e r a l a i d w o u l d be m o r e than s u f f i c i e n t , but tha t the amount of 
Fede ra l a i d i t s e l f w o u l d f a l l s h o r t of r e q u i r e m e n t s . F o r the 1 5 - y r ca tch-up , the amount: 
scheduled f o r state funds to ma tch F e d e r a l a i d w o u l d f a l l s h o r t of the r e q u i r e m e n t by 
about 13 p e r c e n t . However , the t o t a l a l lowance f o r new state cons t ruc t ion exceeded 
r e q u i r e m e n t s f o r state ma tch ing funds by 56 pe rcen t , so that the 1 5 - y r ca tch-up cou ld 
be adapted to the new Fede ra l p r o g r a m by a cu t -back i n p u r e l y state cons t ruc t ion of 
s l i g h t l y less than 19 pe rcen t (see Table 4 ) . 

I t was c l e a r tha t a 1 3 - y r ca tch-up p r o g r a m w o u l d come c loses t to f i t t i n g ex i s t i ng 
Fede ra l p r o v i s i o n s , but s ince such an ana lys i s wou ld have r e q u i r e d comple te r e - w o r k 
i n g of the engineer ing data , p r o b a b l y i n v o l v i n g s e v e r a l months de lay; and s ince the r e 
sul ts of the f inance study w e r e needed as soon as poss ib l e , i t was recommended tha t 
the 1 5 - y r ca tch-up p r o g r a m be used as the bas i s f o r p r o v i s i o n a l p lann ing , u n t i l such 
t i m e as data f o r a 1 3 - y r ca tch-up could be p r o p e r l y w o r k e d ou t . 
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