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Summary

his report, which was summarized in CRC Memorandum 1046, addresses the question of the extent to which
highway revenues in Michigan, whether increased or not, could be more efficiently spent.

The Introduction  shows that Michigan ranks high in relative measures of general expenditures, but near the bot-
tom in relative measures of spending on highways.  The state has a growing percentage of roads rated poor and
bridges rated fair or worse. Federal Highway Administration statistics show Michigan to be among the worst of
the states.  Over 40 percent of the interstates are considered congested.

The Michigan highway system is dominated by the counties in terms of jurisdictional control, with 75 percent of
the highway miles and 53 percent of the bridges.  Roads under state control account for only 8 percent of the
highway miles, but carry over 53 percent of the vehicle miles traveled.  Cities and villages have jurisdiction over
the remaining 17 percent of the highway miles.

State-collected motor-fuel and motor vehicle registration taxes are the primary sources of revenue not only for the
state, but also for the counties and municipalities.  Property taxes are the primary source of locally-collected tax
revenues.  Additionally, federal funding plays a major role in funding new construction and reconstruction of old
roads and bridges.  This section describes the organization of the Michigan highway system and gives a brief de-
scription and history of each of the participants in providing highways

Revenue Issues notes that both highway-user and non-highway-user taxes may play a legitimate role in funding
roads.  Motor-fuel tax rates in Michigan are relatively low by themselves, but they are about equal to the national
average when the cost of paying the sales tax is included.  Included in this discussion are the evaporation allow-
ance, the tax credits and exemptions provided, the levy of the sales tax on motor-vehicle related sales, and the mo-
tor carrier fuel tax.  Motor vehicle registration fees, license fees, and certificate of title fees are explored and the
rates are compared to several other states.  Finally, several alternate methods of taxing motor-fuels are discussed,
such as introducing the price of fuel as a determinant of the tax rate on motor fuel tax revenues.

Non-highway-user taxes also play a role in highway funding for both the state and local levels of government.
The Michigan Constitution precludes the use of highway-user taxes for purposes not related to transportation, it
does not specify that only these taxes can be used for transportation.  Property taxes are the primary tax source
for road funding by local levels of government.  The only revenue source that could raise sufficient revenues to
displace property taxes as the primary funding source is local motor-fuel taxation.  There are some problems with
this option, mostly tax collection problems, but because they have the greatest connection to highway use and the
benefits derived from a strong highway system, these taxes might provide a means for local governments to raise
revenues for highway funding.

It is clear that increased revenues could be put to productive use.  The remainder of the report concentrates on
five recommeded reforms that must be addressed if increased revenues are to be more efficiently spent and if there
is to be adequate local responsibility for funding road construction and maintenance.

Jurisdictional Control shows how population growth, urban sprawl, and highway use have changed the charac-
ter of Michigan.  Many roads no longer serving the purposes they once did.  These factors should be used to de-
termine jurisdictional control of roads and bridges.  However, the division of responsibility for most roads and
bridges remains close to what the state, counties and municipalities had assumed by the end of the 1930s.  The re-
sult is a mismatch of roads to jurisdiction, which creates accountability and funding problems.

Because jurisdictional control is perhaps the most critical link in establishing a strong, efficiently-funded highway
system, an assessment of the proper assignment of jurisdictional control is a key element in addressing the overall
efficiency of the highway finance and governance system.

T
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Any consideration of jurisdictional control should be based on an understanding that having one unit of govern-
ment administer the entire stretch of a road is no longer as important as it was when highway construction was
paramont.  Maintaining the roads currently in place and making them operate efficiently, the new focus in high-
way administration, can be accomplished at a more local level than was necessary for their construction.

Prioritizing Highway Needs discusses the lack of a statewide needs assessment since 1983.  There are several fac-
tors that have make a needs assessment difficult under the current statute.  First, there is no uniform methodology
among the many units of government for assessing road and bridge conditions.  Second, there is the perception
that parochial bias of each unit of government can lead to the creation of a �wish list� of funding needs.  Finally,
there is no statutory provision for prioritizing roads according to their functional classification. Until a needs as-
sessment is completed, it is not possible to accurately estimate the level of highway funding needs or to prioritize
those needs in a systematic manner.

Physical Structure discusses the standards used in highway construction and the level of resources devoted to
highway maintenance.  Michigan must give greater attention to factors that affect highway condition.  These in-
clude the age of the highway system, Michigan�s terrain and weather, the use of road salt, and the use of the
highway system by trucks.  For years, the standards used for constructing roads and bridges have been based on
assumptions adopted by the American Association of State Highway Transportation Officials (AASHTO) some
40 years ago.  In light of the demands on the Michigan roads and bridges, a debate on these standards is overdue.

It may be more expensive to build roads to higher standards.  But any additional cost might be low enough to
warrant such a move, and the additional costs may be offset by reduced maintenance costs in the long run.  Irre-
spective of construction standards, if roads are not maintained, their lifespans will be shorter than they should be.
Fixing poor roads is three to five times more expensive than keeping them in good, or at least fair condition.  If
done properly, a greater initial investment could result in reduced taxpayer cost over the life of the road or bridge.

Administrative Issues discusses the benefits of privatization and intergovernmental cooperation.  One state gov-
ernment, 83 counties, and 534 municipalities are involved in administration of the Michigan highway system.
Since both privatization and intergovernmental cooperation lend themselves to efficiency gains, reduced duplica-
tion, and taxpayer savings, future utilization of these tools should be encouraged.  This section concludes with a
discussion of county road commissions that lays out the current status of road commissions, the options available
under the three forms of county government, and a brief interstate comparison of county road governance.

Finally, State Highway-User Tax Allocations  discusses the formulas used to disburse funding through the
Michigan Transportation Fund.  State highway-user tax revenues, deposited into this fund, are used to pay for
administrative and collection costs and to fund recreational transportation projects, bridge repairs, rail grade
crossing repairs, projects related to economic development, comprehensive transportation projects.  The remain-
der (almost three quarters of the revenues) is divided among the state, the county road commissions, and the mu-
nicipalities for snow removal and care for the highway systems under their jurisdiction.

Because current formulas for funding county and municipal roads do not take highway usage into account, if the
needs of heavily traveled highways are to be addressed, excessive amounts of funding will be directed to the
lightly used roads.  Conversely, appropriate funding in rural areas will mean a shortfall in urban areas.  For ex-
ample, Oakland County has 2.7 percent of the county road mileage in Michigan, but these roads carry 13.6 per-
cent of the traffic.  Other urban counties are in similar circumstances.  By contrast, rural Newago County has 1.7
percent of the road miles, but carries only 0.4 percent of the traffic.

Unless the Michigan highway system is restructured both financially and administratively, it is very likely that
any additional dollars and will purchase a lower level of transportation services than they should.


