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In the United States, the National Highway System (NHS) receives high priority for highway
maintenance toward improving productivity and stimulating the economy. Federal highways are
managed by state and local governments; they are eligible for federal grants allocated from the
federal Highway Trust Fund, which matches state and local expenditures.

Improving road conditions enhances social welfare through reduced travel time and fewer
accidents. US Highways are the infrastructure as a line, and so they need to be properly
maintained as a network. However, owing to diverse state highway policies, there are often
differences among states in the condition of their highways—even along the same route. The NHS
aims to allow the federal government to concentrate the resources of individual states on
designated routes.

This year, | attempted to determine whether the US highways are in fact properly maintained as a
network. Nationwide, urban highways are in particularly poor condition, however, discrepancies in
the condition of urban highways have decreased since 1995.

Since roads are primarily a basic service for local residents, previous studies have demonstrated
that state highway policies are influenced by those of neighboring states; except for Interstate
Highway System. | conducted an analysis using 25 years of panel data; it was evident that the
road conditions in neighboring states affected the condition of highways in the home state. This
suggests that the NHS functions as a broader-based highway maintenance policy, and therefore,
these federal highway policies should be continued and used as guidelines for state highway
investments.
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The Neighbor Effect on US Highway Condition
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In the United States, the National Highway System (NHS) receives high priority for highway maintenance toward improving
productivity and stimulating the economy. Federal highways are managed by state and local governments; they are eligible for federal
grants allocated from the federal Highway Trust Fund, which matches state and local expenditures.

Improving road conditions enhances social welfare through reduced travel time and fewer accidents. US Highways are the
infrastructure as a line, and so they need to be properly maintained as a network. However, owing to diverse state highway policies,
there are often differences among states in the condition of their highways—even along the same route. The NHS aims to allow the
federal government to concentrate the resources of individual states on designated routes.

This year, I attempted to determine whether the US highways are in fact properly maintained as a network. Nationwide, urban
highways are in particularly poor condition, however, discrepancies in the condition of urban highways have decreased since 1995.
Since roads are primarily a basic service for local residents, previous studies have demonstrated that state highway policies are
influenced by those of neighboring states; except for Interstate Highway System. I conducted an analysis using 25 years of panel data;
it was evident that the road conditions in neighboring states affected the condition of highways in the home state. This suggests that
the NHS functions as a broader—based highway maintenance policy, and therefore, these federal highway policies should be continued
and used as guidelines for state highway investments.
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