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Key Findings

+ The Highway Trust Fund, created in 1956 to finance the Interstate Highway System and other roads
through fuel excise taxes, has depended on general revenue transfers for nearly 20 years.

+ The funding shortfall stems from several trends: the gas tax has not been adjusted for inflation, vehi-
cles have become more fuel-efficient, and electric vehicle adoption has grown. Commercial traffic has
also underpaid relative to the wear and tear it imposes on highways.

« Without reform, highway spending will exceed highway revenue by $17 billion in 2026. The next five-
year reauthorization of highway funding, due in September 2026, offers an opportunity to correct the
funding imbalance.

+ Restoring the user-pays principle would make highway funding fiscally responsible and economically
efficient.

+ We present four reform options that could close the 2026 funding gap and move toward a user-based
structure. The ideal reform would be replacing existing transportation taxes with a vehicle miles trav-
eled (VMT) tax that adjusts by vehicle weight per axle, but short of that, several transitional options
could strengthen funding and move closer toward the user-pays principle.

Examples from other countries and US states show that well-designed user fees can fund transporta-
tion infrastructure effectively.
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Introduction

Current highway authorization is scheduled to expire on September 30, 2026." The legislative process for
reauthorization is an opportunity to address structural problems with transportation funding and revenue
collection.

For almost 20 years, highway expenditures have exceeded Highway Trust Fund (HTF) revenue, which con-
sists mainly of federal excise taxes on motor fuels—18.4 cents per gallon of gasoline and 24.4 cents per
gallon of diesel.? Initially, the discrepancy between revenue and expenditures could be blamed on a quirk
of the HTF. A small portion of revenue generated from taxes on highway users is reallocated to support
mass transit projects under the auspices of the HTF’'s Mass Transit Account. But in recent years, total
revenue collections to the HTF, including the revenue diverted to mass transit, have not even matched the
spending dedicated to highways. The Congressional Budget Office (CBO) projects the HTF will collect
$44.2 billion in highway revenue in 2026, while it will spend $61.4 billion—leaving a $17.2 billion gap.3

The most recent highway funding authorization, enacted in 2021 through the Infrastructure Investment
and Jobs Act (IIJA, or the Bipartisan Infrastructure Law), made no effort to raise additional highway reve-
nue.* Instead, IIJA relied on general fund transfers for its new highway spending. The next reauthorization
should take a more fiscally responsible approach.

Why User Fees?

User fees are a form of benefits taxes that link payment to use: the people who benefit from transporta-
tion infrastructure are the ones who pay for it.> Charging users is a more economically efficient way to
finance transportation infrastructure than financing transportation through unrelated taxes, such as the
income tax.

If one transportation mode is supported by general revenues while a second is entirely reliant on user
fees, then people and cargo will shift to the first mode to avoid directly paying. Under user fees, no such
distortion would occur, resulting in neutral treatment across different modes of transportation.

Even accepting the user-pays principle, transportation funding faces two major design challenges: ade-
quate revenue and cost-fee alignment. Taxes and fees on highway users should cover highway spending,
and rates should reflect the wear and tear caused by different types of vehicles. People who drive more
miles or heavier vehicles impose higher costs and should therefore pay more.

Highway funding in the United States fails on both counts.

1 U.S. Department of Transportation, “Advancing a Surface Transportation Proposal That Focuses on America’s Most Fundamental Infrastructure Needs,” Federal
Register, Jul. 21, 2025, https:/www.federalregister.gov/documents/2025/07/21/2025-13663/advancing-a-surface-transportation-proposal-that-focuses-on-ameri-
cas-most-fundamental-infrastructure.

0.1 cents per gallon of each fuel tax is allocated to the Leaking Underground Storage Tank (LUST) Trust Fund.

Congressional Budget Office, “Baseline Projections: Highway Trust Fund Accounts,” January 2025, https://www.cbo.gov/system/
files/2025-01/51300-2025-01-highwaytrustfund.pdf.

H.R.3684 - Infrastructure Investment and Jobs Act, https://www.congress.gov/bill/117th-congress/house-bill/3684.

Alex Muresianu, Adam Hoffer, Jacob Macumber-Rosin, and Alex Durante, “Expanding User Fees for Transportation: Roads and Beyond,” Tax Foundation, Aug. 7,
2024, https://taxfoundation.org/research/all/federal/vehicle-miles-traveled-vmt-tax-transportation/.

W N

[S 10N



https://www.federalregister.gov/documents/2025/07/21/2025-13663/advancing-a-surface-transportation-proposal-that-focuses-on-americas-most-fundamental-infrastructure
https://www.federalregister.gov/documents/2025/07/21/2025-13663/advancing-a-surface-transportation-proposal-that-focuses-on-americas-most-fundamental-infrastructure
https://www.cbo.gov/system/files/2025-01/51300-2025-01-highwaytrustfund.pdf
https://www.cbo.gov/system/files/2025-01/51300-2025-01-highwaytrustfund.pdf
https://www.congress.gov/bill/117th-congress/house-bill/3684
https://taxfoundation.org/research/all/federal/vehicle-miles-traveled-vmt-tax-transportation/

Tax Foundation | 3

First, revenues do not cover costs. The primary fuel taxes have not been adjusted for inflation since 1993,
while vehicles have become more fuel-efficient, reducing tax collections per mile driven. Growing adoption
of electric vehicles (EVs) has also shrunk the tax base. Although EVs currently make up a small fraction of
total vehicle mileage, their dramatic adoption will accelerate future revenue declines.®

Second, taxes are misaligned with costs. Heavy trucks are undercharged relative to the damage they
cause, meaning freight travel is underpriced.” The implicit subsidy for shipping cargo over roads (sup-
ported by transfers from the general fund) instead of freight rail (which is privately owned and operated)
contributes to greater congestion and road wear.®

Fitting into the Bigger Picture

While the HTF's shortfall is serious, the nation’s overall fiscal challenges are far greater. The HTF is pro-
jected to run a $17 billion shortfall in 2026, compared to the overall government budget deficit of $1.7
trillion.?

Addressing the federal government’s fiscal imbalance will require reforms to major entitlement programs
and, likely, broad tax increases.' Fixing the HTF will not solve the bigger problem, but it is an opportunity
for lawmakers to adopt policies that improve efficiency and sustainability in one corner of the budget.

The Solution

The solution to both inadequate user charges and the underpricing of freight traffic is a per-mile fee that
scales with the amount of damage a vehicle imposes on roads. Such policies are known as road user
charges (RUCs), road user fees (RUFs), highway user fees (HUFs), or vehicle miles traveled (VMT) taxes or
fees. This paper refers to them collectively as VMT taxes or VMT fees.

Engineering studies consistently show that larger vehicles impose more damage disproportionate to their
weight (or more specifically, weight per axle). The precise differences between large trucks and standard
vehicles are less clear. One widely cited study suggested an 80,000-pound truck with five axles imposes
roughly 9,600 times more damage per vehicle-mile than a 4,000-pound passenger car with two axles. Oth-
er studies find the ratio may be closer to 300-to-1." Even under the more conservative estimates, heavy
vehicles should pay a significantly higher tax rate per vehicle-mile.

Oregon offers one of the best domestic examples of a VMT tax for commercial traffic, featuring a detailed
schedule of rates that vary by vehicle weight and axle count, including for vehicles above 80,000 pounds

6 Ibid. See also Alex Muresianu and Adam Hoffer, “EVs and the Highway Trust Fund: Five Things to Know,” Tax Foundation, Mar. 4, 2025, https://taxfoundation.org/
blog/ev-highway-trust-fund/.

7  Michael Gorman, “A Vehicle Mileage Tax for Heavy Trucks?” Regulation (Winter 2024-2025), https://www.cato.org/sites/cato.org/files/2024-12/regulation-v47n4-3.
pdf.

8 Michael Gorman, “The Economic Costs of Public Subsidies for Freight Transportation,” Information Technology and Innovation Foundation, Sep. 8, 2025, https://
itif.org/publications/2025/09/08/the-economic-costs-of-public-subsidies-for-freight-transportation/.
Congressional Budget Office, “10-Year Budget Projections,” January 2025, https://www.cbo.gov/data/budget-economic-data.

10 William McBride, Erica York, Alex Durante, and Garrett Watson, “The Unsustainable US Debt Course and Impacts of Potential Tax Changes,” Tax Foundation, Jan.
14, 2025, https://taxfoundation.org/research/all/federal/us-debt-budget-taxes-spending-social-security-medicare/.

11 Allan Bradley and Papa-Masseck Thiam, “Analysis of Car and Truck Pavement Impacts,” FP Innovations, October 2018, https://www.trucking.org/sites/default/
files/2022-01/Analysis%200f%20car%20and%20truck%20pavement%20impacts-FINAL.pdf.
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of gross vehicle weight.'? In September 2025, Oregon’s legislature passed a transportation bill that would
reform Oregon’s VMT structure, though as of this paper’s writing, it awaits the governor’s signature.™

A Note on Revenue Scoring

When modeling the revenue effects of excise taxes, we account for income and payroll tax offsets. An
indirect tax on sales or miles driven reduces the tax base for income and payroll taxes, thus reducing how
much revenue they raise.’™ We estimate the income and payroll tax offset averages around 24 percent
across the budget window.

In the context of the HTF, a tax increase that closes the gap between highway spending and revenues
flowing into the trust fund will have a smaller effect on the overall budget deficit because of the income
and payroll tax offset. For example, a tax increase that resulted in $1 flowing into the trust fund would
reduce income and payroll taxes by 24 cents, resulting in 76 cents of overall budget deficit reduction.

For each option, we have presented the gross HTF revenue increase (before applying the offset) and the
conventional revenue estimate (after applying the offset). We calibrated the rate schedules for each op-
tion to roughly close the HTF's projected $17 billion gap in 2026. For Options 1 and 4, we also present the
total (not just the increase) in HTF revenue raised by category of vehicle traffic in 2026.

Option 1: The Full VMT tax

Our proposed VMT tax fully replaces existing HTF taxes. It charges higher rates to heavier vehicles, better
representing the damage they impose, resulting in minimal tax increases on passenger travel while also
closing the EV hole.

Over the next decade, the VMT tax would raise $270 billion for the HTF and reduce overall deficits by $206
billion. It would raise enough revenue to fully fund highway outlays in 2026, and due to inflation indexing,
modestly exceed projected highway outlays later in the budget window.

Table 1. 10-Year Conventional Revenue Estimates of Fully Replacing Existing HTF
Taxes with a VMT Tax

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2026-2035

Revenue for the
Highway Trust Fund $17.15 $19.03 $21.06 $23.24 $25.68 $28.32 $30.80 $32.93 $34.99 $36.86 $270.06

Conventional Revenue $13.16 $14.45 $16.00 $17.66 $19.53 $21.56 $23.47 $25.12 $26.68 $28.10  $205.73

Source: Authors’ calculations; EIA Annual Energy Outlook 2025, “Table 41. Light-Duty Vehicle Miles Traveled by Technology Type” and “Table 49. Freight Transpor-
tation Energy Use”; Bureau of Transportation Statistics, “Annual Vehicle Distance Traveled in Miles and Related Data by Highway Category and Vehicle Type: 2023";
Oregon Department of Transportation, “Mileage Tax Rates Effective Jan. 1, 2022"; Environmental Protection Agency, “Average Annual Vehicle Miles Traveled by Major
Vehicle Category”; Congressional Budget Office, “The Budget and Economic Outlook: 2025 to 2035”"; Tax Foundation General Equilibrium Model.

12 Oregon Department of Transportation, “Mileage Tax Rates,” https://www.oregon.gov/odot/Forms/Motcarr/9928-2022.pdf.

13 Vasili Varlamos, “Two Oregon Senate Democrats Urge Kotek to Sign Transportation Bill ‘Without Further Delay,” KATU 2 ABC, Oct. 27, 2025, https://katu.com/
news/politics/two-oregon-senate-democrats-urge-kotek-to-sign-transportation-bill-without-further-delay-salem-portland-politics-taxes-voters-referendum-repub-
licans.

14 Huaqun Li, Garrett Watson, and Erica York, “Overview of the Tax Foundation’s General Equilibrium Model,” Tax Foundation, Mar. 5, 2025, https://taxfoundation.org/
research/all/federal/general-equilibrium-model/.
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A detailed explanation of the rate schedule appears in the appendix. For vehicles under 26,000 pounds,
the tax rate is determined by a formula based on gross vehicle weight rating (GVWR). For vehicles above
26,000 pounds, the rates are based on Oregon’s freight VMT tax system. We also adjust the rates for infla-
tion over the next decade.

To illustrate, Table 2 shows average tax rates for different categories of vehicles in 2026 under our pro-
posed full VMT tax. Vehicles with a GVWR of 5,000 pounds, like a small crossover SUV, would face an
average rate of 0.89 cents per mile. The commercial truck rate of 10.4 cents would apply to a truck with a
GVWR of between 44,000 and 46,000 pounds. Smaller vehicles within each category would face lower per-
mile rates, and larger vehicles would face higher rates.

Table 2. Revenue Collected from Full VMT Tax by Vehicle Category, 2026

Miles (Taxable), 2026, Billions Average Rate (Cents per Mile) Revenue, Billions ($)
Passenger Cars 2825.52 0.89 $25.18
Motorcycles 20.18 0.16 $0.03
Buses 17.70 6.44 $1.14
Commercial Trucks 336.35 10.40 $34.96

Source: Authors’ calculations; EIA Annual Energy Outlook 2025, “Table 41. Light-Duty Vehicle Miles Traveled by Technology Type” and “Table 49. Freight Transpor-
tation Energy Use”; Bureau of Transportation Statistics, “Annual Vehicle Distance Traveled in Miles and Related Data by Highway Category and Vehicle Type: 2023";
Oregon Department of Transportation, “Mileage Tax Rates Effective Jan. 1, 2022”"; Environmental Protection Agency, “Average Annual Vehicle Miles Traveled by
Major Vehicle Category”; Congressional Budget Office, “The Budget and Economic Outlook: 2025 to 2035"; Tax Foundation General Equilibrium Model.

Currently, commercial trucks pay roughly 4 cents per mile in fuel taxes, plus small additional per-mile
costs from the excise tax on truck tires.' They also pay sales tax on heavy trucks and trailers and a flat
highway use fee.

Under the proposed VMT tax, trucks would pay an average tax of 10.4 cents per mile. That’s a substantial
increase compared to the status quo, but it's conservative relative to the estimated cost of truck travel
between 4 and 40 cents per mile depending on vehicle weight rating.'® Importantly, trucks would no longer
face the truck sales tax, the flat highway use fee, the tire excise tax, or the diesel fuel tax under this option.

Passenger cars would see only modest changes. Take the owner of a compact sedan with a GVWR of
3,800 pounds and fuel economy of 35 miles per gallon. If they drive 14,000 miles in a year, they consume
400 gallons of gas and pay about $74 in federal gas tax annually. Under the proposed VMT tax formula,
they would pay a rate of0.66 cents per mile, and their annual tax liability would be around $92.

This option would impose minimal burdens on passenger car drivers, particularly those with conventional-
ly powered vehicles. A rate schedule that assumed greater relative damage from heavy trucks could hold
passenger cars harmless or even result in a net tax cut.

15 Michael Gorman, “A Vehicle Mileage Tax for Heavy Trucks?” Regulation (Winter 2024-2025), https://www.cato.org/sites/cato.org/files/2024-12/regulation-v47n4-3.

pdf.
16 Ibid.
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Option 2: Truck VMT Fee, Flat EV Fee, Higher Gas Tax

The full VMT tax accomplishes several key goals: it properly prices freight traffic, eliminates the EV hole in
the tax base, and raises enough revenue to match highway outlays.

Immediately introducing a VMT tax for all vehicles may be administratively or politically difficult. The next
best option to a full VMT tax is a VMT tax for commercial truck traffic paired with incremental changes to
passenger car taxation.

Option 2 proposes the same VMT tax for commercial trucks as Option 1, fully replacing existing truck
taxes, including the tax on diesel fuel. It would also introduce a $100 annual fee for passenger electric
vehicles and raise the gas tax from 18.4 cents to 20.4 cents per gallon. The commercial VMT tax, the EV
fee, and the gas tax would be inflation-indexed.

This hybrid approach achieves nearly all the objectives of the full VMT tax. Its main limitation is that a
flat EV fee does not vary with miles driven, so low-mileage EV drivers would overpay and high-mileage EV
drivers would underpay.

Option 2 has similar revenue effects as the full VMT tax. It would raise more than $250 billion for the HTF
over the next decade and reduce overall deficits by $190 billion. Revenue would grow slightly more slowly
than the full VMT tax, but the revenue raised would still be sufficient to eliminate the HTF shortfall in 2035.

Table 3. 10-Year Conventional Revenue from Replacing Truck Excise and Diesel
Tax with VMT-Based Tax, Raising Gas Tax to 20.4 Cents, Introducing $100
Registration Fee for EVs, All Indexed for Inflation

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2026-2035

Revenue for the

Highway Trust Fund $19.09 $20.43 $21.74 $23.07 $24.43 $25.72 $27.11 $28.48 $30.05 $31.70 $251.81

Conventional Revenue $14.65 $15.51 $16.52 $17.53 $18.58 $19.58 $20.65 $21.73 $22.91 $24.16  $191.83

Source: Authors’ calculations; EIA Annual Energy Outlook 2025, “Table 41. Light-Duty Vehicle Miles Traveled by Technology Type” and “Table 49. Freight Transpor-
tation Energy Use”; Bureau of Transportation Statistics, “Annual Vehicle Distance Traveled in Miles and Related Data by Highway Category and Vehicle Type: 2023,
Oregon Department of Transportation, “Mileage Tax Rates Effective Jan. 1, 2022"; Environmental Protection Agency, “Average Annual Vehicle Miles Traveled by
Major Vehicle Category”; Congressional Budget Office, “The Budget and Economic Outlook: 2025 to 2035”; Tax Foundation General Equilibrium Model.
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Option 3: Raise the Fuel Taxes

Option 3 would raise the existing gas and diesel tax rates to close the HTF funding gap. Raising the gas
tax from 18.4 cents to 28 cents per gallon and raising the diesel tax from 24.4 cents to 40 cents per gallon
would generate enough revenue to cover highway outlays in 2026. Both rates would be inflation-indexed.

Raising existing taxes would require no new administrative or compliance initiatives. However, continued
reliance on the gas tax leaves freight underpriced and the EV gap in the tax base unresolved. That under-
mines the goal of neutral treatment across vehicle types and means the policy is not future-proof. As EV
adoption continues, the gap will widen and the deficit will reemerge.

Option 3 would generate $188 billion for the HTF over the next decade and reduce overall deficits by $143
billion. The amount of additional revenue collected actually declines later in the 10-year budget window,
despite inflation adjustments, because the tax base is projected to shrink. While revenue would exceed
highway outlays in 2026 under this option, the deficit would end up returning in 2028 and would rise to
over $15 billion by 2035, almost the same deficit the HTF faces today.

Table 4. 10-Year Conventional Revenue Estimate for Raising Gas and Diesel
Taxes

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2026-2035

Revenue for the
Highway Trust Fund $19.55 $19.67 $19.65 $19.56 $19.20 $18.73 $18.29 $17.93 $17.66 $17.48 $187.67

Net Tax Increase $15.01 $14.94 $14.93 $14.82 $14.61 $14.26 $13.94 $13.68 $13.46 $13.33  $142.97

Source: Authors’ calculations; Congressional Budget Office, “The Budget and Economic Outlook: 2025 to 2035,” Jan. 17, 2025, https://www.cbo.gov/publica-
tion/60870; Tax Foundation General Equilibrium Model.

Option 4: Flat Registration Fees

Option 4 would replace all existing HTF taxes with annual registration fees that vary by gross vehicle
weight rating.

This is a radical reform option with several advantages. Flat annual registration fees would be simpler
than the current mix of HTF taxes and be insulated from the shift toward EVs, providing a stable source of
revenue.

However, it has some obvious problems too. While all drivers would contribute to road maintenance, the
fee would not vary by mileage—someone who drives 5,000 miles a year would pay the same fee as some-
one who drives 25,000 miles. Without accounting for miles driven, a flat registration fee would be a weak-
er user fee model than the gas tax, at least for non-EVs.

Option 4 would generate $237 billion for the HTF over the next decade and reduce overall deficits by $181
billion. Revenue nearly matches highway outlays even in year 10, and it continues to grow as the vehicle
stock expands, particularly among commercial vehicles.
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Table 5. 10-Year Conventional Revenue Estimate for Flat Registration Fees
Replacing All Highway Trust Fund Revenue

2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2026-2035

Revenue for the
Highway Trust Fund $18.17 $19.36 $20.65 $21.94 $23.31 $24.79 $26.85 $26.99 $27.67 $28.13 $237.05

Net Tax Increase $13.95 $14.70 $15.69 $16.67 $17.73 $18.88 $19.85 $20.59 $21.09 $21.44 $180.58

Source: Authors’ calculations; EIA Annual Energy Outlook 2025, “Table 39. Light-Duty Vehicle Stock by Technology Type” and “Table 49. Freight Transportation Ener-

gy Use”; Bureau of Transportation Statistics, “Annual Vehicle Distance Traveled in Miles and Related Data by Highway Category and Vehicle Type: 2023"; Environmen-
tal Protection Agency, “Average Annual Vehicle Miles Traveled by Major Vehicle Category”; Congressional Budget Office, “The Budget and Economic Outlook: 2025 to
2035"; Tax Foundation General Equilibrium Model.

A full schedule of registration fees appears in the appendix. To generate revenue estimates, we used
average weights for different classes of vehicles. The average passenger car rate of $118.84 applies to
vehicles with GVWRs between 4,000 and 6,000 pounds. The average commercial truck rate of $2,079.73
applies to trucks with GVWRs between 44,000 pounds and 46,000 pounds. We assume 1 percent of the
vehicle stock for both trucks and passenger vehicles is part of public sector fleets.

Table 6. Revenue Collected by Registration Fees per

Category, 2026

Vehicle Stock (Millions) Average Rate Revenue, Billions ($)
Passenger Cars 256.14 $118.84 $30.44
Motorcycles 9.66 $21.66 $0.21
Buses 0.97 $765.34 $0.75
Commercial Trucks 15.18 $2,079.73 $31.58

Source: Authors’ calculations; EIA Annual Energy Outlook 2025, “Table 39. Light-Duty Vehicle Stock by Technology Type”
and “Table 49. Freight Transportation Energy Use”; Bureau of Transportation Statistics, “Annual Vehicle Distance Traveled
in Miles and Related Data by Highway Category and Vehicle Type: 2023"; Environmental Protection Agency, “Average Annual
Vehicle Miles Traveled by Major Vehicle Category”; Congressional Budget Office, “The Budget and Economic Outlook: 2025
to 2035"; Tax Foundation General Equilibrium Model.

How Do These Options Change the Highway Trust Fund’s
Fiscal Picture?

Taken together, the four options illustrate how different approaches to highway funding would—or would
not—provide a long-term fiscal solution to the HTF's shortfall.

Examining total HTF revenue per year under each option, rather than focusing on the change in revenues
flowing into the trust fund or the conventional revenue estimate, provides a clearer picture of each option’s
relative effectiveness.

The chart below compares projected highway outlays, projected highway revenues, and total highway
revenues under the four options. Options 1, 2, and 4 all outperform the fuel tax increase (Option 3). All
four options raise enough revenue to match highway outlays in 2026, but the deficit reappears very quickly
under Option 3, whereas the other options continue to roughly match spending throughout the 10-year
budget window.
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That said, raising the gas and diesel taxes would still leave the HTF in a stronger position than another
reauthorization that relies on general fund transfers.

Figure 1.

Raising Gas Tax Underperforms Other Three
Options as a Stable Source of Revenue

Baseline Outlays and Highway Trust Fund Revenues by Scenario, Billions
of Dollars, 2026-2035

Full Vehicle Miles Traveled

$75B Tax
Truck VMT Fee, Flat EV

Fee, Higher Gas Tax
70B Projected Highway Outlays

* Flat Registration Fees
65B

60B

55B Raise the Fuel Taxes

50B

458 ____
P T oo Revenue (Baseline)
2026 2028 2030 2032 2034

Source: Authors’ calculations; Congressional Budget Office, “The Budget and Economic Outlook: 2025 to
2035"; Tax Foundation General Equilibrium Model.
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Partial Options

Each option we modeled offers a way to match highway spending to highway revenue, at least in 2026.
The strongest option is the full VMT tax, but Option 2 (the combination of the truck-based VMT tax, a high-
er gas tax, and EV registration fees) comes close. The other options are less structurally sound but still
provide short-term fiscal solutions.

Short of closing the gap entirely, other reforms could improve the trust fund’s fiscal situation and shift
more costs toward users.

For example, in May 2025, the initial House version of the One Big Beautiful Bill Act included new registra-
tion fees for all passenger vehicles: $20 per year for internal combustion engine (ICE) vehicles, $100 for
hybrids, and $200 for EVs. The Transportation and Infrastructure Committee’s markup draft eliminated the
ICE vehicle fee but increased the EV registration fee to $250.
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We estimated the final House version would raise $78 billion from 2026 through 2035 for the HTF, and
reduce the overall budget deficit by $58 billion.” The policy was later removed in the Senate.®

Another proposal from 2025, the Fair SHARE Act, would impose a one-time $1,000 fee on EVs and a $550
fee on battery modules over 1,000 pounds. We estimated it would raise $49 billion in revenue for the HTF
over 10 years, and reduce the overall budget deficit by $36 billion.™

Both proposals would help the HTF, but they would not solve its long-term imbalance.

Implementation Issues: Feasibility, Privacy, and Equity

Three major considerations shape the design of any VMT tax:

1. Administrative feasibility: How well could the government track vehicle miles traveled and assess
liability?

2. Privacy: Would mileage tracking infringe on civil liberties?

3. Equity: Would a VMT tax fall unevenly on certain populations?

Feasibility and Privacy

Administrative feasibility and privacy often conflict. Several approaches could support mileage reporting,
ranging from high-tech devices to low-tech manual submissions.

The most precise option would use GPS tracking, which can record miles traveled and allocate them
among jurisdictions while exempting private roads. But GPS tracking raises serious privacy concerns.

To mitigate privacy concerns, several state-level VMT tax programs have used third-party private-sector
commercial account managers (CAMs). CAMs strip out nonessential data before transmitting aggregate
miles traveled to tax authorities. Though it protects privacy, concerns about data storage, security, and
accessibility remain.

Newer vehicles with advanced telematics could use software or hardware to record mileage by jurisdic-
tion while keeping location data private. Similar devices are already popular in insurance markets, moni-
toring vehicle usage and discounting insurance for people who drive less or more safely.?’ This reporting
method would not be able to automatically exempt private roads or differentiate between states, but it
would protect drivers’ location data.

17 Alex Muresianu, “Fixing Highway Funding in the Reconciliation Package,” Tax Foundation, May 27, 2025, https://taxfoundation.org/blog/ev-tax-credit-reconcilia-
tion-bill-highway-funding/.

18 Andres Picon, “The EV and Hybrid Fee is Dead—For Now,” E&E News, Jun. 17, 2025, https://www.eenews.net/articles/the-ev-and-hybrid-fee-is-dead-for-now/.

19 Alex Muresianu and Adam Hoffer, “EVs and the Highway Trust Fund: Five Things to Know.”

20 See Daniel Robinson, “Progressive Snapshot,” Marketwatch Guides, Dec. 26, 2023, https://www.marketwatch.com/guides/insurance-services/progressive-snap-
shot/; Daniel Robinson, “State Farm Drive Safe and Save,” Marketwatch Guides, Jun. 22, 2024, https://www.marketwatch.com/guides/insurance-services/state-
farm-drive-safe-and-save/.



https://taxfoundation.org/blog/ev-tax-credit-reconciliation-bill-highway-funding/
https://taxfoundation.org/blog/ev-tax-credit-reconciliation-bill-highway-funding/
https://www.eenews.net/articles/the-ev-and-hybrid-fee-is-dead-for-now/
https://www.marketwatch.com/guides/insurance-services/progressive-snapshot/
https://www.marketwatch.com/guides/insurance-services/progressive-snapshot/
https://www.marketwatch.com/guides/insurance-services/state-farm-drive-safe-and-save/
https://www.marketwatch.com/guides/insurance-services/state-farm-drive-safe-and-save/

Tax Foundation | 11

The lowest-tech solution would involve manually submitting odometer readings or photographs to report
miles traveled. This minimizes intrusion but increases administrative and compliance costs.

At the federal level, tracking and privacy risks can be minimized. Unlike states, a federal VMT tax only re-
quires knowing the total number of miles driven, not the location. Miles driven on private or foreign roads
would need exemptions, which could be handled through manual submissions or a standard deduction
for exempt miles driven. Drivers with higher miles on private roads could submit specific claims to pre-
vent overcharging, but most of the compliance and administrative costs could be avoided with a standard
deduction for private roads and out-of-country driving.?!

If the federal VMT infrastructure is used for state-level programs, more detailed tracking may be required.
In that case, a third-party reporting system could allocate miles driven across jurisdictions without record-
ing specific locations or timestamps.

Administrative Costs

Another feasibility question is how affordably such a tax could be administered. One advantage of the
existing gas tax is its relatively low administrative and compliance costs because it is collected upstream
from a small number of taxpayers.?2 A system where each driver becomes a taxpayer would potentially
increase costs.

For a freight VMT fee, Oregon demonstrates that efficient administration is possible, relying on a combi-
nation of self-reported odometer readings and automated device data collections. The CBO estimates
Oregon’s administrative costs are around $20 per truck per year.2?

Given that a typical heavy commercial truck traveling more than 50,000 miles per year would owe more
than $5,000 under our proposed VMT-based taxes in Options 1 and 2, Oregon’s experience suggests the
administrative costs would be low relative to the revenue raised for freight taxpayers. Federal implemen-
tation could be even more efficient, especially because many fleets already use electronic logging devices.

Administrative costs of $10 to $20 per year per taxpayer are insignificant for freight taxpayers, but may
be more meaningful for passenger-vehicle owners, whose annual tax would likely fall between $100 and
$200. Automatic payment systems or smartphone apps could further reduce administrative and compli-
ance costs, but the difference reinforces the case for a freight-first rollout.

21 Washington State Transportation Commission, “Forward Drive: Sustaining Washington State’s Transportation System Into the Future,” January 2024, https:/
waroadusagecharge.org/media/final-report/DIGITAL_WA%20RUC%20Final%20Report%20January%202024_v2.pdf.

22 See, for instance, Shuting Pomerleau, “Administrative Costs of a Carbon Tax,” Niskanen Center, February 2021, https://www.niskanencenter.org/wp-content/up-
loads/2021/02/Jan28-Administrative-Costs-of-Carbon-Tax.pdf.

23 Perry Beider and David Austin, “Issues and Options for a Tax on Vehicle Miles Traveled by Commercial Trucks,” Congressional Budget Office, October 2019, https:/
www.cbo.gov/system/files/2019-10/55688-CBO-VMT-Tax.pdf.
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Equity Considerations

Equity is another major concern for transportation taxes, especially regarding income and urban-rural
differences.

The existing gas tax functions as a proxy user fee but introduces disparities because of differences in fuel
efficiencies. Higher-income drivers tend to own newer, more fuel-efficient vehicles, paying less per mile of
road use. Lower-income drivers, who are more likely to own older, less efficient vehicles, pay more relative
to the road wear they cause. The rapid rise of electric vehicles exacerbates the imbalance, as EVs avoid
the gas tax entirely.

Similarly, rural drivers often face higher tax burdens because they tend to drive longer distances and less
efficient vehicles. Although heavier rural vehicles cause somewhat more road wear, this only partially
offsets the disparity.

A VMT tax, particularly one that accounts for vehicle weight, would better align charges with road use and
infrastructure costs. By tying tax liability to miles driven and damage caused, a VMT tax would reduce
regressivity and the urban-rural disparity, restoring the user-pays principle to roads. Empirical analysis
from the Eastern Transportation Coalition’s Phase 5 Report supports these findings with studies across
six states.?*

While a VMT tax would still affect groups differently—rural drivers generally drive further than urban driv-
ers and thus would pay more—it would be fairer overall than the gas tax. Differentiating rates by road type
(for example, discounting miles traveled on less costly rural roads) could further enhance fairness, though
it would require more sophisticated data collection and raise additional privacy concerns.

A VMT tax would still be regressive, but it represents a more neutral, equitable, and efficient user fee than
the current gas tax, which disproportionately benefits wealthier, urban, and EV drivers.

24 The Eastern Transportation Coalition, “Phase 5 STSFA Grant Report,” Fall 2025, https://tetcoalitionmbuf.org/wp-content/uploads/2025/09/TETC-P5-Final-Re-
port_9-17-2025_508.pdf.
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Conclusion

A VMT tax is the most efficient and sustainable option for US highway funding amid rapidly changing mar-
kets and technologies. It best achieves the user-pays principle, aligning taxes paid with actual road use,
vehicle weight, and infrastructure costs.

That said, a full VMT system would be complex to establish and administer. A hybrid approach, replacing
truck-related excise taxes with a VMT tax on freight, retaining the gas tax, and adding flat registration fees
on passenger traffic, delivers most of the same benefits with fewer administrative challenges.

Fixing the HTF will require legislative and administrative effort. But an efficient, privacy-conscious, and
equitable solution is achievable now.

With the next highway bill, lawmakers have the opportunity to embrace economic efficiency and fiscal
responsibility by returning to the user-pays principle that has long underpinned America’s transportation
infrastructure.
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Appendix A: Rate Schedules

Option 1: The Full VMT Fee

The rate structure for trucks above 26,000 pounds in gross vehicle weight rating is based on the rate
schedule implemented in the Oregon truck VMT tax.2® For vehicles with gross vehicle weight ratings under
26,000 pounds, we used a quadratic function to calculate the tax rate that converges with the Oregon rate
schedule. We also slightly reduced the rates to meet our approximate revenue target.

To reach a revenue estimate, we assumed the average light-duty vehicle-mile is driven by a car with a
gross vehicle weight rating of 5,000 pounds. We assume motorcycles pay a minimum rate of 0.16 cents
per mile. We assumed the average vehicle-mile for buses is driven by a vehicle with a gross vehicle weight
rating of 25,000 pounds. Lastly, we assumed the average vehicle-mile driven for commercial vehicles, de-
fined as commercial trucks classified as above Class Il with gross vehicle weight ratings of above 10,000
pounds, was driven by a vehicle with a GVWR of 45,000 pounds. This number reflects the fact that heavier
commercial vehicles generally drive more miles.2¢

We assumed the increase in road pricing would reduce freight miles by 2 percent, based on past CBO
analysis suggesting flat VMT taxes of 1 cent and 5 cents per mile on trucks would reduce freight-miles
traveled by 0.4 and 1.6 percent, respectively, and introducing an average tax of over 10 cents per mile
would amount to an average tax increase of 6 cents per mile.?” We assumed no change in miles driven
for passenger vehicles, buses, and motorcycles. For trucks, we assumed a 2 percent noncompliance rate.
CBO's report on commercial vehicle VMTs found higher noncompliance rates in the state-level programs,
with the lowest being 3 percent in Oregon. However, there should be fewer administrative challenges re-
lated to delineating how many miles were driven in which jurisdiction at the federal level, justifying a lower
assumption. Meanwhile, we estimate a 7 percent nonpayment rate on the individual side. That is mostly
an assumption about compliance issues, but also considers miles driven by government entities.?®

25 Oregon Department of Transportation, “Mileage Tax Rates,” https://www.oregon.gov/odot/Forms/Motcarr/9928-2022.pdf.

26 Alternative Fuels Data Center, “Average Annual Vehicle Miles Traveled by Major Vehicle Category,” Sep. 2, 2024, https://afdc.energy.gov/data/10309.

27 Perry Beider and David Austin, “Issues and Options for a Tax on Vehicle Miles Traveled by Commercial Trucks,” Congressional Budget Office, October 2019, https:/
www.cbo.gov/system/files/2019-10/55688-CBO-VMT-Tax.pdf.

28 U.S. General Services Administration, “Federal Fleet Report Dashboard,” accessed Oct. 7, 2025, https://d2d.gsa.gov/report/federal-fleet-report-dashboard.
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Appendix Table 1. Rate Schedule for Full VMT Tax

Vehicles by Gross Rate per Mile
Vehicle Weight Rating (Dollars)

Motorcycles 0.00162
Vehicles .0000396*EGross Vehicle Weight Rating in Thousands of Pounds;"z
Under 26,000 +.001584*(Gross Vehicle Weight Rating in Thousands of Pounds
26,000 0.07029
28,000 0.075636
30,000 0.079002
32,000 0.082566
34,000 0.085734
36,000 0.090189
38,000 0.093555
40,000 0.09702
42,000 0.100584
44,000 0.10395
46,000 0.107316
48,000 0.11088
50, 000 0.114939
52,000 0.119295
54,000 0.12375
56,000 0.128898
58,000 0.134739
60, 000 0.141768
62,000 0.149589
64,000 0.158103
66,000 0.169389
68,000 0.181269
70,000 0.193248
72,000 0.204336
74,000 0.21483
76,000 0.225126
78,000 0.23463
Differentiates by Rate per Mile Rate per Mile Rate per Mile Rate per Mile Rate per Mile
Number of Axles (5 axles) (6 axles) (7 axles) (8 axles) (9 axles)
80,000 0.242253 0.221562 0.207108 0.196812 0.185625
82,000 0.250074 0.225126 0.210573 0.199287 0.1881
84,000 0.257598 0.230373 0.213939 0.201762 0.190773
86,000 0.26631 0.235323 0.217305 0.205326 0.193248
88,000 0.276705 0.241362 0.220869 0.208791 0.196812
90, 000 0.288585 0.248292 0.224136 0.212157 0.200178
92,000 0.301653 0.255123 0.2277 0.215523 0.202851
94,000 0.315414 0.262944 0.231957 0.219087 0.206118
96, 000 0.329967 0.272448 0.237105 0.222651 0.209682
98, 000 0.282546 0.242253 0.226809 0.213048
100, 000 0.247401 0.231957 0.216612
102,000 0.252648 0.237105 0.220869
104,000 0.25938 0.242253 0.225126
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Option 2: The Freight Truck VMT Tax, Higher Gas Tax, and Flat EV Fees

For the freight truck VMT tax, we use the same tax schedule as the full VMT option for vehicles over
10,000 pounds. For the higher gas tax, we assumed no behavioral change. The same goes for the EV fee.
The logic for that decision is that, on average, passenger EVs and passenger ICE vehicles are approximate-
ly at parity at this point. Even if a few marginal people would no longer purchase an EV under this policy,
they would end up paying roughly the same amount of tax either way—it would have revenue implications
for the gas tax or the EV fee on their own, but they should end up in the same place.

Option 3: Just Raise the Gas and Diesel Taxes

We reverse-engineered the tax base of the gas and diesel taxes from CBQ'’s estimates of revenue collec-
tions for the gas and diesel taxes. For passenger vehicles, we assumed no behavioral change. However, it
would be reasonable to expect raising the gas tax to slightly shift consumers toward EVs, slightly reducing
the gas tax’s base. For freight vehicles, we assumed a slight reduction in miles driven. Assuming a diesel
vehicle gets an average of 8 miles per gallon, a diesel tax increase of 15.6 cents per gallon translates to a
roughly 2 cents per mile increase in costs.

Option 4: Introduce Annual Registration Fees for All Vehicles
The fees for this option are based on the formulas that go into the per-mile fees in Option 1, with an adjust-
ment for heavier vehicles that, on average, drive more. The vehicle stock numbers are based on the EIA’s

Annual Energy Outlook. We assume the fees do not change the stock.

Appendix Table 2. Rate Schedule for Annual Registration Fee Option

Gross Vehicle Weight Gross Vehicle Weight
Rating Up To (LBs) Annual Registration Fee Rating Up To (LBs) Annual Registration Fee

2,000 $21.66 42,000 $1,811.67
4,000 $68.14 44,000 $1,945.30
6,000 $118.84 46,000 $2,079.73
8,000 $173.77 48,000 $2,218.64
10,000 $232.93 50,000 $2,366.27
12,000 $296.31 52,000 $2,529.54
14,000 $363.92 54,000 $2,704.97
16,000 $435.75 56,000 $2,888.51
18,000 $511.81 58,000 $3,094.63
20,000 $592.10 60,000 $3,324.73
22,000 $676.60 62,000 $3,592.71
24,000 $765.34 64,000 $3,890.68
26,000 $858.30 66,000 $4,217.56
28,000 $984.40 68,000 $4,631.59
30,000 $1,109.72 70,000 $5,077.31
32,000 $1,211.79 72,000 $5,541.71
34,000 $1,321.52 74,000 $5,995.95
36,000 $1,429.40 76,000 $6,447.16
38,000 $1,563.82 78,000 $6,906.28

40,000 $1,684.58 80,000 $7,354.31
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Appendix B: Table for Taxes Paid Under Different
Scenarios

To illustrate how different policy options would hit different types of drivers, we found example cars and
trucks in different categories. Given that some transportation fees (both current and proposed) are flat
fees and some vary by mile, we consider how much total taxes paid would change according to driving
distance. We looked at a conventionally powered vehicle and a fully electric vehicle in each category as
well.

Many of the relevant facts for calculating tax liability under the different options, like gross vehicle weight
rating and gas mileage, vary by vehicle trim and model year.

Appendix Table 3. Example Cars Under Different Highway Tax Funding Options

Miles Taxes Paid Under Taxes Under Taxes Under Taxes Under Taxes Under

Driven Baseline Option 1 Option 2 Option 3 Option 4
Toyota Corolla 7,000 $36.80 $46.14 $40.80 $56.00 $68.14
Toyota Corolla 14,000 $73.60 $92.27 $81.60 $112.00 $68.14
Toyota Corolla 21,000 $110.40 $138.41 $122.40 $168.00 $68.14
Chevy Bolt 7,000 $0.00 $56.07 $100.00 $0.00 $118.84
Chevy Bolt 14,000 $0.00 $112.14 $100.00 $0.00 $118.84
Chevy Bolt 21,000 $0.00 $168.21 $100.00 $0.00 $118.84
Dodge Charger 7,000 $56 .00 $68.64 $62.09 $85.22 $118.84
Dodge Charger 14,000 $112.00 $137.29 $124.17 $170.43 $118.84
Dodge Charger 21,000 $168.00 $205.93 $186.26 $255.65 $118.84
Tesla Model 3 7,000 $0.00 $64 .40 $100.00 $0.00 $118.84
Tesla Model 3 14,000 $0.00 $128.81 $100.00 $0.00 $118.84
Tesla Model 3 21,000 $0.00 $193.21 $100.00 $0.00 $118.84
Honda CR-V 7,000 $46.00 $58.83 $51.00 $70.00 $118.84
Honda CR-V 14,000 $92.00 $117.65 $102.00 $140.00 $118.84
Honda CR-V 21,000 $138.00 $176.48 $153.00 $210.00 $118.84
Hyundai Ionig5 7,000 $0.00 $71.50 $100.00 $0.00 $118.84
Hyundai Ionig5 14,000 $0.00 $143.00 $100.00 $0.00 $118.84
Hyundai Ionig5 21,000 $0.00 $214.50 $100.00 $0.00 $118.84
Ford F-150 (ICE) 7,000 $64.40 $95.16 $71.40 $98.00 $173.77
Ford F-150 (ICE) 14,000 $128.80 $190.31 $142.80 $196.00 $173.77
Ford F-150 (ICE) 21,000 $193.20 $285.47 $214.20 $294 .00 $173.77
Ford F-150 Lightning 7,000 $0.00 $110.67 $100.00 $0.00 $232.93
Ford F-150 Lightning 14,000 $0.00 $221.33 $100.00 $0.00 $232.93
Ford F-150 Lightning 21,000 $0.00 $332.00 $100.00 $0.00 $232.93
Peterbilt Model 220 (ICE) 10,000 $335.00 $790.02 $790.02 $530.00 $1,109.72
Peterbilt Model 220 (ICE) 20,000 $670.00 $1,580.04 $1,580.04 $1,060.00 $1,109.72
Peterbilt Model 220 (ICE) 30,000 $1,005.00 $2,370.06 $2,370.06 $1,590.00 $1,109.72
Peterbilt Model 220 EV 10,000 $30.00 $790.02 $790.02 $30.00 $1,109.72
Peterbilt Model 220 EV 20,000 $60.00 $1,580.04 $1,580.04 $60.00 $1,109.72
Peterbilt Model 220 EV 30,000 $90.00 $2,370.06 $2,370.06 $90.00 $1,109.72
Freightliner Cascadia 40,000 $3,946.67 $7,729.92 $7,729.92 $4,986.67 $5,077.31
Freightliner Cascadia 60,000 $4,805.00 $11,594.88 $11,594.88 $6,365.00 $5,077.31
Freightliner Cascadia 80,000 $5,663.33 $15,459.84 $15,459.84 $7,743.33 $5,077.31
Freightliner eCascadia 40,000 $2,320.00 $7,729.92 $7,729.92 $2,320.00 $5,077.31
Freightliner eCascadia 60,000 $2,365.00 $11,594.88 $11,594.88 $2,365.00 $5,077.31

Freightliner eCascadia 80,000 $2,410.00 $15,459.84 $15,459.84 $2,410.00 $5,077.31
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