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Maryland Transportation Revenue  
Programs Case Study 
“…the asset management approach was key to achieving this allocation. Equally important, MSHA 
had established credibility with the legislature that it had the ability to deliver the program of 
projects as promised.” 

Background 
2004 
In 2004 the Maryland General Assembly approved substantial increases in motor vehicle 
registration fees to support the activities of the Maryland Department of Transportation 
and local governments in Maryland. During the early planning for this transportation 
revenue program, the conventional wisdom was that system preservation activities could 
not be used to generate support for a revenue program; high-profile capacity projects were 
needed for that purpose. However, Neil Pedersen, the Maryland State Highway 
Administrator, felt a professional obligation to make the asset management case that timely 
system preservation interventions would serve to reduce long-term costs and should be of 
the highest priority. As a result, of the $1.9 billion of the revenue program allocated to 
MSHA over the five-year program period, over $1.0 billion was in the category of “minor 
projects”, principally system preservation, safety and traffic operations.  

The 2004 legislation (HB 1467) almost doubled the level of biennial motor vehicle 
registration fees in Maryland: 

Table 1 

Vehicle Classification Previous HB 1467 

Automobiles under 3,700 lbs. $54.00 $101.00 

Automobiles over 3,700 lbs. $81.00 $153.00 

Small Trucks $67.50 $127.50 

Large Trucks $16.00/1,000 lbs. $22.50/1,000 lbs. 

 
This increase in registration fees plus associated bonding supported the $1.9 billion increase 
in funding over the five-year program period. 

2007 
In 2007, Maryland faced severe revenue shortfalls in both the General Fund and the 
Transportation Trust Fund (TTF). In response, Governor Martin O’Malley (D), in his first 
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year in office, called the General Assembly into special session in November, 2007 for the 
single purpose of addressing the revenue crisis. The legislature adopted a series of 
measures to address the General Fund shortfall, the most significant of which was an 
increase in the state sales tax from 5% to 6%. The vehicle titling tax, which is credited to the 
TTF, is traditionally set in Maryland at the same level as the sales tax so this was also 
increased to 6%. This increase, in combination with a transfer of a portion of General Fund 
sales tax revenues and other miscellaneous measures, increased TTF revenues by an 
estimated $1.7 billion over the five-year program period.1

As in 2004, a key question for the Maryland State Highway Administration (MSHA) was 
the allocation of increased revenues between capacity and preservation and, again, MSHA 
presented an analytically-based case for the importance of preservation that proved to be 
convincing to decision-makers in the executive and legislative branches. Well over ½ of the 
new funding allocated to MSHA was dedicated to preservation of existing assets rather 
than capacity expansion, notwithstanding the fact that state legislators had to cast a highly-
visible vote to increase taxes in support of the funding increase.  

 (The General Fund sales tax 
transfer was reversed in the next legislative session, thus reducing the TTF revenue 
increase by approximately 20%.) 

Maryland’s Transportation Background 
Created in 1971, the Maryland Department of Transportation (MDOT) enjoys a unique 
transportation financing structure. Alone among the 50 states, it has a multi-modal 
Transportation Trust Fund in which all transportation-related revenues (fuel taxes, vehicle 
titling and registration fees, transit fares, landing fees, marine terminal fees, etc) are 
deposited and then disbursed without restrictions associated with modal origin. MDOT is 
comprised of a secretary’s office, five modal administrations (aviation, highways, motor 
vehicles, ports and transit) and a transportation authority. 

MSHA’s key interaction with the General Assembly is through the legislative budget 
subcommittees that review and recommend approval of MSHA’s annual budget. Since the 
1980s, MSHA has worked with the subcommittees to establish the principle of 
‘preservation first’, that preserving the existing system should take precedence over the 
creation of new capacity.  

MSHA’s efforts were aided by the legislators’ memories of the previous decade when 
Maryland had drifted away from this principle with serious consequences for the condition 
of the highway network. But it was also crucial to apply the principles of asset management 
(although it wasn’t called that back then) to present data-based life cycle cost analysis that 
clearly demonstrated the economic benefits of system preservation. It was also important to 
consistently build this case year after year in a strategic context, using clear and compelling 
graphics that showed trend lines within Maryland as well as comparisons with other states 
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using federally compiled data. Emphasis was on the condition of bridges and pavements. 
At annual budget hearings, presentations were focused on long-term asset condition with a 
particular year’s budget request cast against a strategic backdrop. Along with graphics, 
verbal presentations were given in non-technical terms. Each year legislators would hear 
the analogies of “fixing a leaky roof before adding a front porch” and “pay me now or pay 
me later” comparing the need to maintain roads and bridges to the needs of maintenance 
for the family car. The term “deferred maintenance” was characterized as “neglect.” And 
legislators would be reminded each year of road and bridge conditions in years gone by 
when preservation was severely under-funded. 

An acid test for the preservation policy arrived in 1991 when a downturn in the economy 
and resulting curtailment of state revenues required the Administration to stop advertising 
new projects at the peak of a major capital program. Many of these projects had been 
promised to the legislature and the general public as part of a transportation revenue 
program and deferral was thus particularly sensitive. However, the General Assembly had 
become advocates of the preservation philosophy and the FY1992/93 budget reflected a 1/3 
cut in capital programs and only a 5% reduction in maintenance. 

Development 
2004 
In order to assess the need for (i.e., help build the case for) a transportation revenue 
program, Governor Robert Ehrlich (R) appointed a Transportation Task Force chaired by 
former Transportation Secretary William Hellmann and composed of 30 members, 
including five State Senators and five State Delegates. The initial thinking by the Governor, 
his Secretary of Budget and Management, Chip DePaula, and the Task Force chair was that 
the revenue program would be largely justified by major high-profile capacity expansion 
projects.  

However, MSHA Administrator Pedersen challenged this premise, citing system 
preservation needs, as described above, and Maryland’s long tradition of ‘preservation 
first’. This case was made initially to the Secretary of Transportation Robert Flanagan (a 
member of the Governor’s cabinet), then to Budget Secretary DePaula (another cabinet 
member) in a three hour meeting that thoroughly explored the rationale for an emphasis on 
system preservation.2

An important component of MSHA’s approach to system preservation was an aggressive 
maintenance program. In discussing this program with decision-makers, the two examples 
most often cited by MSHA were: 

 These discussions proved successful and this approach was 
subsequently endorsed by the Task Force. 
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• Pavements – a thin overlay program with interventions prior to the steep segment 
of the deterioration curve reduces long term preservation costs. 

• Bridge decks – a 2” overlay five years prior to the customary intervention point 
extends deck life by 15 years. 

Both treatments are challenging to justify to the public and their elected representatives 
since interventions occur before asset deterioration is noticeable to the casual observer. One 
of MSHA’s key strategies in support of early intervention was to point to examples, 
including other jurisdictions, in which deterioration to pavements and bridges in particular 
has been very pronounced, with the argument that early intervention is necessary to 
prevent this situation from developing in Maryland. 

Another key set of decision-makers were the House and Senate budget subcommittees with 
jurisdiction over the Department of Transportation. All were persuaded of the 
‘preservation first’ logic and of the $1.9 billion of the revenue program allocated to MSHA 
over the five-year program period, over $1.0 billion was in the category of “minor projects”, 
principally system preservation, safety and traffic operations.3

Most legislators were content to reach a conclusion based upon the pavement and bridge 
examples noted above. However, the vice-chair of a key legislative subcommittee carefully 
reviewed every MSHA program in order to be assured that all resource allocation decisions 
were based on similar objective criteria and were not politically driven. The fact that the 
Governor was from one political party while the majority of the General Assembly was 
from the other heightened the need for reassurance on this point. 

 Pedersen believes that the 
asset management approach was key to achieving this allocation. Equally important, 
MSHA had established credibility with the legislature that it had the ability to deliver the 
program of projects as promised. 

2007 
In a departure from Maryland tradition, a “blue ribbon” task force was not appointed in 
connection with the 2007 transportation revenue program. This was the decision of the 
Secretary of Transportation, John Porcari, and was largely due to the fact that 
transportation revenue was incidental to the larger question of General Fund revenues, as 
discussed above. 

Another difference from 2004 was that transit funding played a much more prominent role, 
reflecting the priorities of the new administration of Governor O’Malley. Since transit 
projects tend to be “lumpy”, with a small number of high cost projects in a few 
jurisdictions, geographic equity became a key consideration for the highway component in 
order to balance the overall transportation program. This consideration aligned nicely with 
MSHA’s emphasis on system preservation since such projects tend to be distributed 
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relatively uniformly across the highway network. MSHA was proceeding with one major 
new capacity project at the time, the Intercounty Connector in suburban Washington, but 
this toll project was excluded from the revenue program in order to maintain geographic 
balance.4

The November, 2007 deliberations on a transportation revenue program was strongly 
influenced by the collapse of the I-35W bridge in Minneapolis

 

5, which had occurred only 
three months previously, on August 1st. There was strong legislative interest in providing 
sufficient funding to avoid a similar calamity in Maryland. This legislative interest 
manifested itself whenever MSHA considered posting weight restrictions on a bridge. Such 
a consideration would draw the immediate attention of legislators in the area who were 
concerned about what this might imply about the safety of the structure. Administrator 
Pedersen often used the ‘baby boom’ analogy in discussing this with legislators: the 
generation of bridges constructed in the 1950s was now approaching retirement age with 
attendant reduced functionality and increased expenditures required to keep it in good 
health.6

Sponsors and Stakeholders 

 For example, the percentage of state system bridges that were aged 50 years or 
older had increased from 18% to 31% since 1993 (the last time the state motor fuel tax had 
been increased). 

Gubernatorial Leadership 
An aspect of particular note regarding the 2004 and 2007 initiatives is that they were 
championed by different governors of different political parties – Robert Ehrlich (R) in 2004 
and Martin O’Malley (D) in 2007. It seemed that the principle of ‘preservation first’ in 
Maryland, grounded in compelling analysis consistently presented over many years in 
countless budget presentations, had taken root to the point that it transcended partisan 
boundaries. 

Media and the Public  
The leading media outlets in Maryland have traditionally been The Baltimore Sun and The 
Washington Post and both have been consistent supporters of increased transportation 
funding. However, it is fair to say that editorial attention is typically more focused on major 
capacity projects than on system preservation. 

Similarly, polling by the American Automobile Association prior to the 2004 initiative 
indicated that 65% of respondents supported increased transportation funding, but the poll 
did not address the system preservation issue. 
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Stakeholders 
The Maryland business community, led by the Greater Baltimore Committee and the 
Washington Board of Trade, are strong supporters of both increased transportation funding 
in general and MSHA’s ‘preservation first’ philosophy in particular. 

Within the Maryland highway construction industry, the attitude toward ‘preservation 
first’ was more ambivalent. As would be expected, the asphalt and bridge contractors were 
strongly supportive. At the same time, opinion among general contractors was divided.7

Communications/Marketing 

 
However, these disparate views were generally expressed only within the industry and did 
not become divisive in discussions with the General Assembly. 

In making the case for system preservation, MSHA prepared a series of materials for 
presentation to blue ribbon commissions, decision-makers in the executive and legislative 
branches, the media and the general public. 

2004 
In 2004, a projected shortfall of $1.1 billion was identified: 

Figure 1 
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The system preservation program was divided into four major categories for presentation 
purposes8

• Safety and spot 
: 

 Identify and address high hazard locations to reduce number and severity of 
accidents. 

 Reduce conflict points, coordinate traffic controls, improve turning geometrics, 
and improve traffic channelization. 

 Over the past ten years, State VMT has increased by more than six billion. 
 Safety improvement costs have increased due to the following: 

o 30% increase in materials and construction costs. 
o Escalating property values with corresponding increase in right-of-way 

costs. 
o Significant utility relocation in heavy populated urban areas. 
o American Disabilities Act (ADA) costs. 
o More stringent environmental regulations for drainage and storm water 

management. 
 Additional $105 million needed for FY 2005 – 2010. 

• Resurfacing 
 Maintain acceptable ride quality/pavement condition and increase service life 
 Pavement network is aging. 77% of Interstate network constructed between 1950 

and 1975; 80% of all state roads contain pavement layers at least 30 years old. 
 Aging roadways often require full depth pavement repair, substantial overlay 

and, in some cases, total reconstruction. 
 Attempting to reduce delay impact on the traveling public has increased 

maintenance of traffic costs. 
  Cost of liquid asphalt has increased 76% since 1999. 
 Traffic volumes have increased by 137% since 1970; truck volumes by 264%. This 

requires thicker pavements, thus increased costs. 
 Additional $266 million required for FY 2005 - 2010. 

• Bridge replacement and rehabilitation 
 Upgrade/maintain bridge inventory so that there are no weight-posted or 

functionally obsolete bridges on the state system. 
 Combination of aging bridges, increased traffic, and increased truck traffic 

requires improvements to bridge system. 
 Work hour restrictions and maintaining maximum number of lanes has 

increased maintenance of traffic costs. 
 Environmental approvals have frequently lengthened structures and limited 

months worked. 
 Aggressive bridge overlay program needed to extend deck life to at least 40 

years, compared with current 25. 
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 Some major bridge projects require significant expenditures. 
 Additional $117 million required for FY 2005 – 2010. 

• Intersection capacity improvement program 
 Reduce recurring traffic congestion at intersections. 
 Recognizing that roadway expansion needs greatly exceed available funding, 

program is needed to address congestion. 
 Over past ten years State VMT has increased by more than 6 billion. 
 Approximately 200 congested intersections operating at unacceptable levels of 

service. 
 Recognizing that Safety & Spot program had become totally focused on safety 

needs, this program was implemented at $5 million/year to address congestion. 
 This level of funding can only address a few intersections and is impacted by 

increased materials and construction costs, utility relocations in congested urban 
areas, right-of-way costs, and maintenance of traffic costs. 

 Additional $126 million is needed for FY 2005 – 2010. 

2007 
In identifying funding needs, MSHA9 relied upon its asset management system to identify 
needed funding as compared with current, financially constrained targets in the five year 
capital program for various program categories (Table 2):  
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Table 2 

Category 
Five Year Target 
Level ($ million) 

Five Year Need Level 
($ million) 

Legally Mandated Program Needs   

ADA compliance $14.5 $28.2 
Environmental compliance $22.1 $22.1 
Subtotal $36.6 $50.3 

Increased Operating Needs   
FY 2009-2013 need $50.0 $113.3 
Subtotal $50.0 $113.3 

Safety and Security Needs   
Crash prevention $10.0 $11.0 
Guardrail program $8.0 $17.1 
Safety and spot improvements $10.0 $20.0 
Traffic management $61.0 $99.6 
Coordinated Highways Action Response Team $21.8 $24.3 
Communications $40.0 $50.0 
“511” $3.9 $3.9 
Subtotal $154.7 $225.9 

System Preservation Needs   
Pavement surfacing and rehabilitation $115.0 $240 
Bridge replacement and rehabilitation $120.0 $140.2 
Buildings and facilities $30.0 $65.5 
Emergency needs $9.0 $30.0 
Equipment $2.3 $4.6 
Subtotal $276.3 $481.3 

System Enhancement Needs   
Community and safety enhancement $0.0 $43.5 
Sound barriers $0.0 $12.9 
Rest areas $0.4 $9.8 
Intersection capacity improvements $0.0 $40.0 
Environmental preservation $0.0 $2.0 
Subtotal $0.4 $108.2 

Large Bridge Project Needs   
Bridge project $0.0 $126.0 
Subtotal $0.0 $126.0 

Base Realignment and Closing (BRAC) Needs 
BRAC intersection improvements $0.0 $125.0 
Subtotal $0.0 $125.0 

Total $518.0 $1,230.0 
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Another important element in MSHA’s case for increased funding was the rapid increase in 
highway construction costs as compared with general inflation. 1993 was selected as the 
base year for this comparison since, as noted above, that was the last time the Maryland 
motor fuel tax had been increased: 

Figure 2 

 

Lessons Learned 
Agency Credibility 
The State Highway Administration has credibility with Maryland’s elected leadership. 
MSHA is generally viewed as competent, responsive, and able to deliver. This credibility is 
by no means sufficient in making the case for funding system preservation as a priority, but 
it is absolutely essential. 
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Making the Case from within the Agency 
Priority for system preservation has become ingrained within MSHA’s core beliefs under a 
succession of Administrators dating back to the late 1970’s. The working tools and level of 
effort required to substantiate preservation needs across asset categories is therefore a high 
priority on an ongoing basis. And a cadre of MSHA managers across the state, 
communicating with peers in industry, with the press and the public and with political 
leadership in their locale are able to convey a consistent and well established message 
about the importance of “preservation first.”  

Making the Case with Changing Political Leadership 
Notwithstanding the fact that the ‘preservation first’ principle was well-established in 
MSHA, it was nonetheless necessary for MSHA and MDOT leadership to educate and 
persuade six Governors (and their senior budget staffs) during that same time period on 
the existence of this tradition and the economic reasons for it, and do the same for a 
succession of legislative leaders. State Highway Administrator Neil Pedersen, supported by 
successive Secretaries of Transportation, was able to make this case to initially skeptical 
leaders in both political parties for both the 2004 and 2007 revenue programs.  

Making the Case Repeatedly, Strategically and in Clear Terms 
Just as the need for system preservation is continuous and never-ending, Maryland’s SHA 
makes the case for preservation funding in the same way. It is not the subject of 
intermittent studies, it does not ebb and flow. In Maryland, the case is made over and over 
again. A strategic asset management approach has proven essential, but it also needs to be 
continually updated and improved to meet evolving conditions. And the case needs to be 
made to each new generation of political leadership in a way that instills confidence in the 
technical rigor and validity, yet is conveyed in terms that are readily understood. 

Project Specificity 
A traditional component of the marketing for transportation revenue programs in 
Maryland has been that they will fund specified major capacity expansion projects. This 
was certainly the case in both 2004 and 2007, with highway projects emphasized in the 
former initiative and transit projects in the latter. However, for the funds allocated to 
system preservation (a majority of MSHA funding in both cases), specificity was at the 
program level rather than the project level. This is entirely appropriate and provides 
agency leadership with the necessary flexibility to adjust project selection in response to 
changing conditions and priorities. 

Election Year Timing 
Transportation revenue programs in Maryland are typically enacted near the beginning of 
the four-year election cycle, on the theory that this provides the maximum amount of time 
for taxpayer wrath to subside.10 The 2004 and 2007 initiatives followed this practice with 
the 2004 program enacted in the second year of the four-year term of Governor Ehrlich and 
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the 188 members of the General Assembly, while the 2007 program was enacted in the first 
year of the term for Governor O’Malley and the legislators. 

Additional References 
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