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Two Views of the Purpose of Allocation
Formulas

e Optimistic: allocation formulas are the
embodiment of a clear set of underlying
principles about how funds should be allocated
to resolve a valid requirement

Pessimistic: allocation formulas are purely the
result of political negotiations with political
trade-offs and only exist to provide
“pseudorationality” to the process
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Trade-offs in Formula Design

Design process should include evaluation of the
trade-offs In

or (that may be more
current, reliable and available)

or
Use of for only some series

Effect of In data series or
statistical estimation techniques
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Winners and Losers

State Int’| Share Share of 2002 Funds
Texas 11.1 7.5
California 10.7 9.0
Pennsylvania 4.8 4.9
Ohio 4.4 3.3

Alaska 0.1 1.2
Hawall 0.0 0.5
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GAO Conclusions

Formulas used to apportion federal highway
funds need to be closely related to goals of
preserving and expanding the system

Factors should be weighted by the shares of
road deterioration that are use- and nonuse-
related

Changing factors (and weights given to the
factors) creates winners and losers

“*Hold harmless” and other tools reduce gains
and losses
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Bottom Line

“The funding decisions that
emerge from Congress
generally represent
compromises between
divergent interests within a
general agreement to act in a
particular problem area.”

Source: NRC, Statistical Issues In
Allocating Funds by Formula
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