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LITTLE ROCK – The Blue Ribbon Committee on Highway Finance last week finalized a report on how to pay for improvements and maintenance to state highways and bridges.

The legislature will consider the proposals during the regular session that begins January 10. Members of the Blue Ribbon Committee have suggested that tax increases may need to be referred to voters for approval, rather than enacted by the legislature, because the political climate at the Capitol is strongly against tax increases.

One item in the set of recommendations, known as indexing, would automatically increase the motor fuels tax according to increases in highway construction costs. Now, the state levies 21.5 cents a gallon on gasoline and 22.5 cents a gallon on diesel. Revenue from motor fuels taxes does not increase with inflation, as sales taxes do. In fact, revenue from per gallon taxes has flattened because motorists are buying more cars with higher fuel efficiency.

Indexing motor fuels taxes to rising costs of asphalt, concrete and steel would increase funding as inflation makes highway maintenance more expensive. The committee's plan would limit any yearly increase caused by indexing to 2 cents a gallon.

One idea in the set of recommendations would transfer revenue from sales taxes on cars and car parts to the Highway Department. Those tax collections now go into the state's general revenue fund, where they are distributed to public schools, prisons, higher education and health care services. 

The people who receive and provide those services have extensive constituencies throughout Arkansas, therefore a transfer of revenue to highways would face political obstacles because of the loss of revenue for the affected programs.

Another proposal would levy a new 6 percent excise tax on the wholesale price of motor fuels.

Another major component of the funding report recommends that the legislature refer to Arkansas voters a constitutional amendment to levy a half cent sales tax on all items, to be collected for 10 years. Revenue would pay off bonds to finance a five-year construction program that would connect all the major cities in the state with four-lane highways.

The 18-member committee has seven legislators and 11 representatives of local government and the finance, engineering and transportation businesses.
Retirement Committee Has Major Duties

Senator Johnny Key of Mountain Home will be the Senate chairman of the Joint Committee on Public Retirement and Social Security Systems during the 88th General Assembly.


In every session the committee considers dozens of bills affecting state retirement systems, such as changes in eligibility and benefits. There are almost 26,000 former state employees and 32,000 retired teachers now drawing benefits. The public employee system has investments valued at more than 5.3 billion. The teacher system is even larger, with assets valued at more $ 10 billion. However, those valuations can change dramatically because of fluctuations in the stock market.


The state also has separate retirement systems for the State Police and for judges.
