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Research

Impacts and Future of the
California Fuel Tax Swap of 2010

Assessing the equity of Local Option Transportation Sales Taxes in
California, one of the state’s principal sources of transportation
finance revenue

WHAT IS THE NEED?

As state and federal fuel tax revenues for transportation continue to decline in
real dollar terms, financial responsibility has increasingly shifted to local
governments. In California, 19 “self-help” counties have Local Option Sales
Taxes (LOSTs) to fund transportation projects. While both fuel and sales taxes
are considered “regressive” because lower income households tend to pay
larger shares of their incomes on such taxes than higher income households,
sales tax finance for transportation also means that light users of
transportation systems tend to pay more per mile travelled than do heavy
users of the system.

Ultimately the regressivity of LOSTs depends not only on who pays them, but
also on how the revenues are spent. When funds go to projects and services
that benefit lower income households, LOSTs effectively become more
progressive. Accordingly, this research will analyze both the collection of
revenues by LOSTs in California and the expenditure of funds to determine
how they affect low-income and minority travelers and communities. We will
also examine the processes by which the LOST expenditure plans were
developed to analyze whether low income and minority groups participated
in the formulation of the measures and low income and minority households
voted for them.
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WHAT ARE WE DOING?

To document and analyze the recent change in California
transportation revenue collection programs that discontinued
the state sales tax on motor fuels and increased the state per
gallon excise taxes on motor fuels.

An academic literature review is not required for this study. It is
already known that the specific topic of the study is nearly
absent from the literature, and as described below under
Qualifications of the Principal Investigator, he has recently
published and is currently preparing several reviews of the
transportation finance and revenue literature more generally

WHAT IS OUR GOAL?

To assess the equity of Local Option Transportation Sales
Taxes in California, one of the state’s principal sources of
transportation finance revenue. Tasks include:

1) Review and synthesize the research literature on
transportation sales taxes, income incidence, and
measures of effective regressivity.

2) Assess the income incidence and measure the
regressivity of California transportation sales tax
revenue collections in counties that have voter
approved transportation sales taxes.
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Analyze voting patterns to assess the extent to which
county transportation sales tax measures were
supported by populations of different income, racial,
and ethnic compositions.
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For a representative sample of at least three, but no
more than six counties (rural, suburban, and urban)
review in detail the expenditure plans to determine the
extent to which projects were expected to benefit low
income and minority populations; and to the extent
possible estimate whether actual beneficiaries of
implemented projects conform to those plans.

5) For that same representative sample of three to six
counties, review documents related to the preparation
of the expenditure plans put before the voters and
conduct interviews with key players involved in putting
each of the measures onto the ballot to determine the
extent to which low income and minority group
members and interests were included in the planning
process; and

6) Develop findings and recommendations based on
Tasks 1 through 5 above and prepare a draft final
report.

WHAT IS THE BENEFIT?

To improve public awareness of the equitability of
California transportation financing and contribute to
improving the mobility of low income and minority
populations of the state.

WHAT IS THE PROGRESS TO DATE?

The task is 80% complete, with tasks 1 through 5 finished.
Marty Wachs, the Principal Investigator and Researcher, is
currently developing findings and recommendations
based on Tasks 1 through 5 above and is preparing a draft
final report.
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