
MICHIGAN HIGHWAY FINANCE AND GOVERNANCE

May 1997

REPORTNO. 321

Citizens Research Council of Michigan
http://www.crcmich.org

38200 West Ten Mile Road � Suite 200 � Farmington Hills, Michigan 48335-2806 � (248) 474-0044 � Fax (248) 474-0090 � E-Mail: crcmich_semich@compuserve.com

1502 Michigan National Tower � Lansing, Michigan 48933-1738 � (517) 485-9444 � Fax (517) 485-0423 � E-Mail: crcmich_lnsg@compuserve.com



C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n  i

MICHIGAN HIGHWAY FINANCE AND GOVERNANCE

Contents
Summary .........................................................................................................................................................................v

I. Introduction.................................................................................................................................................................1

A. Highways as a Government Priority .................................................................................................................................. 1

B. Michigan Road Conditions ................................................................................................................................................. 2

1. Interstate Comparison of Road Conditions .................................................................................................................... 2

2. Michigan Bridge Conditions .......................................................................................................................................... 2

3. Congestion ..................................................................................................................................................................... 3

4. Regional Disparities ....................................................................................................................................................... 3

C. Highway Organization ....................................................................................................................................................... 4

1. Functional Classification................................................................................................................................................ 4

2. Jurisdictional Control .................................................................................................................................................... 5

D. The Michigan Highway System ......................................................................................................................................... 6

1. County Road Systems .................................................................................................................................................... 7

2. Municipal Streets ............................................................................................................................................................ 9

3. The State Highway System .......................................................................................................................................... 10

4. Federal Government .................................................................................................................................................... 11

E. The Relationship of Functional Classification to Jurisdictional Control. ........................................................................ 12

1. Jurisdictional Control  by Functional Classification ................................................................................................... 12

2. Functional Classification  by Jurisdictional Control ................................................................................................... 13

II. Revenue Issues.......................................................................................................................................................... 14

A. Appropriate Funding Among Levels of Government ...................................................................................................... 14

1. Highway-User Taxes .................................................................................................................................................... 14

2. Non-Highway-User Taxes ........................................................................................................................................... 14

3. The Michigan Highway Funding System .................................................................................................................... 14

B. Highway-User Tax Revenue Options ............................................................................................................................... 15

1. Motor-Fuel Taxes ......................................................................................................................................................... 15

2. Motor-Vehicle Weight and Ad Valorem Taxes .................................................................................................................... 20

3. Other Highway-User Revenue Sources ....................................................................................................................... 22

4. Highway-User Taxes as a Revenue Source................................................................................................................... 24

5. Federal Funding............................................................................................................................................................ 27

C. Non-Highway-User Tax Revenue Sources ....................................................................................................................... 29

1. State Government ........................................................................................................................................................ 29

2. Local Government ....................................................................................................................................................... 29

D. Additional Highway Revenue Options ............................................................................................................................ 33

1. Toll Roads .................................................................................................................................................................... 33

2. Local Registration Fees ................................................................................................................................................ 33

3. Local Motor-Fuel Taxes ............................................................................................................................................... 33

E. Conclusions:  Taxes........................................................................................................................................................... 35

1. State Taxes .................................................................................................................................................................... 35

2. Local Taxes................................................................................................................................................................... 35

III. Are Additional Revenues the Entire Answer? ......................................................................................................... 36

IV. Jurisdictional Control.............................................................................................................................................. 37

A. How Michigan Has Changed ........................................................................................................................................... 38

1. Population Growth ...................................................................................................................................................... 38

2. Urban Sprawl ............................................................................................................................................................... 38

3. Highway Use................................................................................................................................................................ 39



CRC REPORT

ii C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n  

B. Jurisdictional Control Has Remained Unchanged............................................................................................................ 39

1. Roads No Longer Serving the Same Purposes ...................................................................................................................... 39

2. Should Townships Control Their Own Roads? .................................................................................................................... 40

C. A New Era in Jurisdictional Control. .............................................................................................................................. 43

D. Conclusions:  Re-Assigning Jurisdictional Control .......................................................................................................... 44

1. Determining Factors ..................................................................................................................................................... 44

2. Re-assignment to the State vs. Reassignment to Local Units ....................................................................................... 45

3. Impediments to Change ............................................................................................................................................... 45

4. Benefits of Addressing Jurisdictional Control ................................................................................................................. 46

V. Prioritizing Highway Needs ..................................................................................................................................... 47

A. Current Needs Assessment Provisions ............................................................................................................................. 47

B. The Problem...................................................................................................................................................................... 47

C. Why a Needs Assessment is Important ............................................................................................................................ 48

D. An Alternative Needs Assessment Methodology -- An Oversight System ...................................................................... 49

VI. Physical Structure ................................................................................................................................................... 50

A. Road Construction Standards ........................................................................................................................................... 50

1. Highway Condition Factors ........................................................................................................................................ 50

2. Re-Addressing Highway Construction Assumptions .................................................................................................. 54

3. Effect on Road Construction Costs ............................................................................................................................. 54

B. Investment in Maintenance ............................................................................................................................................... 55

1. Effect of Federal Funding on Maintenance .................................................................................................................. 55

VII. Administrative Issues ............................................................................................................................................. 57

A. Privatization...................................................................................................................................................................... 57

B. Intergovernmental Cooperation ....................................................................................................................................... 57

C. Experience with Privatization and Intergovernmental Cooperation ............................................................................... 58

1. Michigan Department of Transportation .................................................................................................................... 58

2. County Road Commissions ......................................................................................................................................... 59

3. Municipalities ............................................................................................................................................................... 60

D. Conclusions:  Administrative Issues ................................................................................................................................. 60

VIII. State Highway-User Tax Allocations .................................................................................................................... 64

A. The McNitt and Horton Acts .......................................................................................................................................... 64

B. Michigan Transportation Fund ................................................................................................ ......................................... 65

1. Administrative and Collection Costs and Transfers to Other Departments ............................................................... 65

2. Special Revenue Funds ................................................................................................................................................. 68

3. Comprehensive Transportation Fund ......................................................................................................................... 68

4. Highway Funds ............................................................................................................................................................ 69

5. Implications of the Current Formulas ......................................................................................................................... 70

C. The Role of Needs Assessment in Allocating Revenues ................................................................................................... 70

1. State-Collected Revenues.............................................................................................................................................. 70

2. Federally-Collected Revenues ................................................................................................ ...................................... 71

3. Incorporating Use and Needs into the Allocation Formulas ....................................................................................... 71

IX. Conclusion .............................................................................................................................................................. 74



C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n  iii

MICHIGAN HIGHWAY FINANCE AND GOVERNANCE

Charts and  Figures

Chart 1 -- Pavement Ratings of Michigan Roads: 1985 and 1994 .............................................................................................. 2

Chart 2 -- Federal Pavement Ratings of Major Roads in Michigan and Comparison States -- 1994 ......................................... 3

Chart 3 -- Bridge Condition in Michigan by Jurisdiction -- 1994.............................................................................................. 4

Chart 4 -- Michigan Highway System Characteristics by Functional Classification -- 1994 .................................................... 5

Chart 5 -- Michigan Highway System Characteristics by Jurisdictional Control -- 1994 ......................................................... 6

Chart 6 -- Jurisdictional Control of Michigan Highway Mileage by Functional Classification -- 1994 ................................. 13

Chart 7 -- Major Transportation Revenue Sources in Michigan: FY1996 .............................................................................. 15

Chart 8 -- Effective Gas Tax Rates in Michigan and Comparison States -- 1996 ..................................................................... 16

Chart 9 -- Effective Diesel Fuel Tax Rates in Michigan and Comparison States -- 1996 ......................................................... 17

Chart 10 -- Annual Registration and Weight Taxes on an 80,000 Pound, Five-Axle Tractor-Semi-Trailer ............................. 22

Chart 11 -- Index of Change in Michigan Highway-User Tax Revenues: 1960-95 ................................................................... 24

Chart 12 -- Comparison of State Motor Fuel Tax Rate Experiences With HMOC ................................................................. 25

Chart 13 -- Motor Fuel Tax Revenues: Consumption Based v. Ad Valorem Taxation ............................................................ 26

Chart 14 -- Comparison of Federal Highway Trust Fund Receipts Attributable to the States

and Federal-Aid Apportionments and Allocations to the States from 1957 to 1994 with National Ranking ................... 28

Chart 15 -- Michigan Population Growth: 1890--1990.............................................................................................................. 38

Chart 16 -- Land Area of Incorporated Governmental Units in Michigan by Decade of Incorporation ................................. 38

Chart 17 -- Number and Size of Trucks on Michigan Roads -- 1994 ................................................................. ....................... 53

Chart 18 -- State Highway Assistance to Local Governments in Michigan: 1918-40 .................................................. ............. 64

Chart 19 -- Basic Organization and FY95 Funding of Michigan Highway System ...................................................... ............ 66

Chart 20 -- Michigan Transportation Fund: Summary of Distributions -- FY1995 .................................................... ............. 69

Chart 21 -- Rural/Urban Nature of Michigan Highway System -- 1994 ............................................................... ................... 71

Figure 1 -- Highway Maintenance and Operations Cost (HMOC) Index in Michigan .............................................................. 25

Figure 2 -- Michigan Metropolitan Area Boundaries and Rural ISTEA Task Force Boundaries ............................................... 34

 Tables

Table 1 -- Interstate Comparison of State and Local Spending -- 1993 ..................................................................................... 1

Table 2 -- Sales Tax Levies on Motor Vehicle-Related Purchases ........................................................................................... 19

Table 3 -- Diesel Fuel Tax Rate in Michigan and Surrounding States .................................................................................... 20

Table 4 -- Automobile Taxes and Fees -- 1994 ........................................................................................................................ 23

Table 5 -- Michigan Contributions to, and Returns from Federal Highway Trust Fund

and Contributions to Deficit Reduction ............................................................................................................................ 27

Table 6 -- County Road Commission Revenue Sources for Highway Funding in Michigan -- 1994 ..................................... 30

Table 7 -- City and Village Revenue Sources for Highway Funding in Michigan -- 1994 ...................................................... 31

Table 8 -- Township Contributions to County Road Funds -- 1994 ...................................................................................... 32

Table 9 -- County Road System Miles -- 1994 ......................................................................................................................... 41

Table 10 -- Charter Townships in Michigan by County -- 1996............................................................................................... 42

Table 11 -- Comparison of County Highway Miles to Vehicle Miles Traveled by County .................................................... 72



iv C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n



C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n  v

MICHIGAN HIGHWAY FINANCE AND GOVERNANCE

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.
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MICHIGAN HIGHWAY FINANCE AND GOVERNANCE

I. Introduction

ighway funding has received a great deal of atten-
tion in recent times.  The public debate so far has

concentrated largely on the questions of whether and
by how much to increase motor-fuel taxes to finance
additional road and bridge construction and mainte-
nance.  This paper attempts to ask and answer the
question, �If taxes are increased to raise additional
revenues for highways, will additional revenues, at
any level, address the ills of the highway system, or
are other reforms needed to make this system operate
economically and efficiently?�

A strong highway system is important to the economic
well-being of a state.  Every sector of the economy is
affected by the highway system.  Workers  travel to
their places of employment.  Residents run errands to

schools, stores, doctors� offices, and office buildings.
Sales representatives peddle their wares.  Suppliers
transport parts to manufacturers.  Manufacturers
transport their final products to market places.  Con-
sumers travel to market places to purchase these goods.
Finally, with the role that tourism plays in the Michi-
gan economy, a strong highway system is vital to allow
for efficient access to tourist destinations.

Despite its importance, the Michigan highway system
was allowed to deteriorate.  In parts of the state, many
roads are in need of repair.  In other parts of the state,
new roads need to be built.  This report will consider
whether the current Michigan highway finance and
governance structure will be able to address these
needs systematically and efficiently.

A. Highways as a Government Priority
his report uses several states for comparison pur-
poses (See Table 1).  These states were chosen ei-

ther due to their population or their geographic prox-
imity to Michigan.  They are the same states used in

the 1996 Michigan Tax Climate, a CRC Report which
compares state tax burdens.

Michigan ranks sixth among the comparison states in

H

Table 1
Interstate Comparison of State and Local Spending -- 1993

            Per Capita Expenditures              Expenditures Per $1,000 of Personal Income
Highway

Direct Direct Expenditures
General Nat�l Highway Nat�l General Nat�l Highway Nat�l as Percent of Nat�l

State        Expenditures  Rank  Expenditures  Rank    Expenditures  Rank    Expenditures  Rank    Total Spending    Rank

California $4,301.66 12 $198.97 49 $215.58 18 $9.97 49 4.6% 50

Illinois 3,645.12 28 285.93 22 166.78 46 13.08 34 7.8% 23

Indiana 3,482.13 36 236.21 42 190.91 36 12.95 35 6.8% 36

Iowa 3,869.02 21 430.51 7 208.96 22 23.25 7 11.1% 5

Kentucky          3,270.27       44           275.27           26           195.87           30            16.49             22                8.4%               18      

Michigan 4,027.62 19 210.59 48 205.55 23 10.75 48 5.2% 48

Minnesota 4,783.04 6 403.09 10 236.09 7 19.90 11 8.4% 17

Missouri 2,893.02 50 227.69 44 153.01 50 12.04 40 7.9% 22

New Jersey 4,576.53 9 285.67 23 173.16 45 10.81 47 6.2% 41

New York        5,881.45         2           272.51           29           247.74             5            11.48             43                4.6%               49      

N. Carolina 3,324.45 42 239.89 41 187.60 39 13.54 32 7.2% 29

Ohio 3,588.39 31 231.86 43 191.55 35 12.38 38 6.5% 38

Pennsylvania 3,742.41 25 227.65 45 184.17 41 11.20 46 6.1% 43

Texas 3,408.82 39 245.95 37 189.89 38 13.70 31 7.2% 30

Wisconsin         4,240.10       13           350.28           15           222.67           13            18.39             16                8.3%               19      

U.S. Average $3,975.21 $264.20 $201.45 $13.39 6.6%

Source: U.S. Bureau of the Census, Government Finances in 1992-93, Internet.
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general expenditures on all functions, whether the
states are compared on a per capita basis or per $1,000
of personal income. Table 1 (based on the latest year
for which data is available), notes that for most func-
tions, Michigan ranks high in comparisons of spend-
ing.  However, Michigan ranks low for highway

spending.  Michigan was 14th among the 15 states in
per capita highway spending and in highway spending
per $1,000 of personal income.  Michigan state and lo-
cal governments spent 5.2 percent of all spending for
highways; compared to the U.S. average of 6.6 percent.
This ranks 13th among the 15 comparison states.

B. Michigan Road Conditions

he Federal Highway Administration (FHWA) of

the U.S. Department of Transportation compiles

highway statistics that indicate the condition of major

Michigan roads -- interstates, arterial routes, and col-

lector routes.  Local access roads are not included.

Michigan roads have been deteriorating over time
with more and more miles receiving unsatisfactory
ratings.  In 1985, only 4.9 percent of major paved
roads were rated in poor condition.  As of 1994, 13.3
percent, over 4,077 miles, of the major paved roads
were rated poor (See Chart 1).

Interestingly, the percentage of  major paved roads in
good or very good condition also increased over this
period.  The proportion of roads in fair and mediocre
condition declined over this period by almost 15 per-

centage points, from 57.0 percent to 42.4 percent.

1. Interstate Comparison of Road Conditions

Among the comparison states, only Minnesota has a
greater percentage of roads either unpaved or rated
poor.  At the same time, only Texas, New Jersey,
Ohio, and Indiana had a greater percentage of major
roads rated good or very good.  Michigan has a
smaller percentage of major roads rated in fair condi-
tion than most of these other states (See Chart 2).

2. Michigan Bridge Conditions

The FHWA reports that 42 percent of the nation�s
577,481 highway bridges need repair and are consid-
ered obsolete.  Estimates put the cumulative repair
bill at $50 billion by the year 2010.

T

Chart 1
Pavement Ratings of Michigan Roads: 1985 and 1994
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The Michigan highway system contains 10,511
bridges totaling over 36.4 billion square feet. The
Michigan Department of Transportation (MDOT)
reports that 2,196 (21.0 percent) of these bridges are in
fair condition or worse (See Chart 3).

3. Congestion

While roads and bridges in some parts of the state are

deteriorating in quality, the primary concern in other

parts of the state is expanding and enhancing the

highway system to better serve existing and growing

traffic needs.  The FHWA considers 43.5 percent of

the Michigan urban interstates, freeways, and ex-

pressways to be congested, and more than 28 percent

of the urban arterial routes are considered congested.

There were 26 percent more vehicle miles traveled in

Michigan in 1994 than were traveled a decade ago.

This increase in traffic has occurred on a static high-

way system.  The Michigan highway system gained less

than one percent of new mileage during this period.

4. Regional Disparities

It is noteworthy from Chart 2 that in addition to a
large percentage of roads in poor condition, a large
percentage is in good condition.  This reflects dispari-
ties in road quality among functional classifications
and among regions of the state.  Pavement condition
data is not available at the county or municipal levels,
but it is possible to look at another study to illustrate
the existence of disparities.  In 1994, Citizens for Im-

Chart 2
Federal Pavement Ratings of Major Roads in Michigan and Comparison States -- 1994
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proved Transportation commissioned The Road In-
formation Program (TRIP) to study county highway
needs.  Based on the numbers reported in this study,
MDOT has calculated that the current funding for-
mula would require some county road commissions
only 10 to 20 years to meet their identified highway

needs, while other counties would require in excess of
100 years to meet their needs. While there are many
problems with the data (different definitions of needs
were used and all numbers were self-reported), it does
illustrate disparities in road quality throughout  the
state.

C. Highway Organization

ighway organization involves functional classifi-

cation -- the role each road plays in the overall

highway system -- and jurisdictional control -- the

level of government responsible for construction and

maintenance of each road.

1. Functional Classification

Functional classification of roads is determined ac-

cording to the purpose each road serves in providing

mobility or accessibility in the overall highway sys-

tem. Interstates, freeways and expressways are major,

limited-access, multi-lane roads that provide for long

distance travel and connect major population centers.

These roads account for the smallest portion of

Michigan highway mileage, only 1.3 percent.  When

lane mileage is considered instead of simple mileage,

interstates account for 2.8 percent of the total system.

Additionally, 12.8 percent of the bridges 20 feet in

length or longer are on interstates.  However, due to

the nature of these roads, 30.3 percent of the vehicle

miles traveled in the state are on interstates.

Arterial roads also connect major population centers,

but they have greater access and serve travel of lesser

distances than interstates.  Arterial routes account for

10.5 percent of the highway mileage; 12.7 percent of

the lane mileage; 24.9 percent of the bridges; and 43.2

percent of the vehicle miles traveled.

H

Chart 3
Bridge Condition in Michigan by Jurisdiction -- 1994
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Collector routes are lesser traveled roads that serve

traffic between population and economic centers close

to one another, link interstates and arterial routes

with local access roads and provide some access to

property and business.  Collector routes account for

20.2 percent of the highway mileage; 21.2 percent of

the lane mileage; 25.2 percent of the bridges; and 10.2

percent of the vehicle miles traveled.

Local access roads provide passage to abutting proper-

ties.  These roads account for the largest proportion

of the highway mileage, 68.0 percent, but only 63.3

percent of the lane mileage, 37.6 percent of the

bridges, and 16.3 percent of the vehicle miles traveled

(See Chart 4).

2. Jurisdictional Control

In Michigan, roads under the state�s jurisdiction,
�state trunkline highways,� include all highways des-
ignated with an �I," �US," or �M," and 4,300 miles of
�priority commercial network� highways, routes con-
sidered important to the state�s economy.  Priority
commercial network highways receive special main-
tenance and reconstruction attention to meet the needs

of industry and commerce.  The state trunkline system
accounts for 8.1 percent of the highway miles.  Because
most of the trunkline system is composed of interstates
and arterial routes, which are usually multi-lane roads,
it accounts for 10.9 percent of the lane miles, and 39.7
percent of the bridges.  Finally, 53.2 percent of the ve-
hicle miles traveled are on the state trunkline system.

The county road system consists of the primary and

local access roads that connect smaller municipalities

and provide access to homes, businesses, and indus-

trial sites.  County road commissions are responsible

for township roads and major county roads, including

some roadways that lie within the corporate limits of

municipalities.  County roads account for 74.9 per-

cent of the highway miles; 72.2 percent of the lane

miles; 53.2 percent of the bridges; and 29.8 percent of

the vehicle miles traveled.

City and village streets consist of major and local

streets that provide access to homes, businesses, and

industrial sites within the jurisdictional boundaries of

the 534 incorporated cities and villages of Michigan.

Municipal streets account for 17.0 percent of the

highway miles; 17.0 percent of the lane miles; 7.1 per-

Chart 4
Michigan Highway System Characteristics by Functional Classification -- 1994
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cent of the bridges; and 17.0 percent of the vehicle

miles traveled (See Chart 5).

It should be noted, that just as lane mileage is more

accurate than highway mileage as a measure of total

pavement, the deck area of bridges is a more accurate

measure of the bridge size than the number of

bridges.  While only 40 percent of the bridges are in

the state trunkline system, almost 75 percent of the

bridge deck area is in this system.

D. The Michigan Highway System

he governmental units responsible for the con-
struction and maintenance of the Michigan high-

way system include

• the  Michigan Department of Transportation
(MDOT),

• 82 county road commissions and Wayne County
government,

• 534 cities and villages, and

• one charter township (West Bloomfield Town-
ship in Oakland County).

While funding of the Michigan highway system is cur-
rently dominated by the state, and jurisdictional con-
trol is dominated by the counties, this has not always
been the case.  Before the turn of the century, cities
and villages were responsible for the construction and

maintenance of roads in incorporated areas.  In rural
areas, road care was largely the responsibility of town-
ships.  With the growth of automobile travel and
longer travel patterns, the state and federal govern-
ments began to play a more direct role in highway sys-
tem.  Still, township and municipal roads dominated
the Michigan highway system until �the Great Depres-
sion� forced transfer of the township roads to the
county road commissions. Several characteristics of the
Michigan highway system today reflects the ways it
was molded over 60 years ago. 1

                                                   

1  The following histories of county road commissions,
municipalities, and state government summarize findings in
Michigan Highway System, Robert S. Ford and Marvin A.
Bacon, (University of Michigan Press, Ann Arbor, 1943).

T

Chart 5
Michigan Highway System Characteristics by Jurisdictional Control -- 1994
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1. County Road Systems

County road commissions were originally created to

provide roads between population centers where mu-

nicipalities were not available and townships had

proven unwilling.

a) Background.

Public Act 149 of 1893, the County Road Act, estab-
lished county road commissions and made adoption

of a county road system permissive for all counties.
This act became necessary when it became apparent
that townships, who were the primary providers of
rural roads, were not able to provide necessary inter-
community roads.  Upon adoption of this system,
county road commissioners assumed exclusive juris-
diction over all county roads.  It was the duty of the
commissioners to keep these roads in a proper state of
repair and to make such improvements as were
deemed advisable.  County road commissioners were
first elected to office, but a 1911 amendment to Act

Early History of the Michigan Highway System

The framework for a township-dominated highway system was established during the territorial period before
Michigan statehood.  During the period Michigan was part of the Northwest Territory, travel was very regional
and was done either on foot or by horse.  Cities, as they had from the earliest settlements in Michigan, provided
streets within their boundaries.  Roads outside the cities were built and maintained by road districts, established
by the territorial governor as authorized under an 1805 territorial act.  The territorial government was not re-
sponsible for any part of the road system.  Most of these roads were constructed to provide local �farm-to-
market� routes designed to accommodate the needs of the predominately agrarian society. Road work at this time
was financed by the imposition of a tax, payable in labor, assessed on each male freeholder who was not less than
21 years of age.  The tax was limited to 30 days of work on the roads annually, or it could be satisfied by paying at
the rate of 62.5 cents for each day�s labor.

An 1820 law provided for the division of counties into townships to conform to the Northwest Ordinance.
County commissioners -- comparable to the county board of supervisors created under statehood -- were given
authority and responsibility for the roads in each county.  The actual administration of road repair and develop-
ment was entrusted to a township supervisor of highways.  Thus, roads outside municipalities were built and
maintained by either townships or road districts created within the townships, with administration performed by
a township supervisor or road district overseer appointed by the county commissioners.

In 1827, two laws were enacted creating the administrative organization for township highways that survived until
1931.  The first of these laws provided for the election of certain township officers, including township highway
commissioners and an overseer of highways in each road district.  Each township elected three commissioners of
highways and each road district elected one overseer of highways.  Thus, the highway function was placed definitely
within the township.  The second act passed the responsibilities formerly held by the county commissioners to the
township highway commissioners, and the functions of the township highway commissioners were passed to the
overseers.  This local highway system was written into the Michigan Constitutions of 1835 and 1850.

During the early stages of statehood, the Michigan state government dabbled in financial assistance for roads, but
this practice was short lived.  Article XII, Section 3, of the 1835 Constitution required the state to encourage road
building and other internal improvements.  However, carrying out this mandate resulted in heavy debts and the
near bankruptcy of the state in 1841.  This power to engage in highway construction was circumscribed by Arti-
cle XIV, Section 9, of the 1850 Constitution, which prohibited the state from engaging in any work of internal
improvement, except in the expenditure of funds obtained from federal grants.

In 1881, the various legislative acts affecting highways were consolidated.  Highway repairs and improvements con-
tinued to be financed by a highway tax payable either in labor or money, depending on the choice made by the tax-
payer.  The amount of the tax levy was determined by the electors of the township in a general meeting.  All high-
way taxes levied had to be spent for highway purposes within the township in which they had been levied.
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149 permitted appointment in counties having over
30 surveyed townships, providing this method of se-
lection was approved by the county board of supervi-
sors.  [It should be noted, that at this time the county
road commissioners were the only policy-making
county officers elected in county-wide elections.]  Af-
ter 1917, appointment of county road commissioners
was made optional in all counties with more than 12
surveyed townships.

County roads were selected from existing township,
city, and village streets, with the permission of local
authorities, or county road commissioners could lay
out new roads.  Reflective of the regional nature of
the county road system at this time, these roads were
financed by a county road tax levied on the property
of the county at large.  Bond issues by county road
commissions had to be authorized by a majority vote
of the electors at general county elections.  By 1920,
county road commissions were established in every
county except Benzie and Oceana.

State funding was a revenue source for county road
commissions from very early in their history.  In
1905, counties and townships began receiving state
�reward� grants for rural roads constructed according
to legislated specifications.  Streets within the limits of
cities and incorporated villages were not eligible for
these �reward� grants.  These grants were to provide
an impetus for construction of inter-community roads
where they would not otherwise be built.  The
�reward� grant was a set sum of money, ranging from
$250 to $1,000, paid to a township or county that had
built a mile of road that met state specified standards
of construction. Between 1906 and 1913, these grants
averaged 24 percent of the costs of constructing re-
ward roads, ranging from five to 79 percent of the
costs.  The township or county remained responsible
for future maintenance on the reward road.  The state
rewards grant program lasted until 1929.

In 1915, when the state began collecting motor vehicle
weight taxes, part of the receipts was made available to
county road commissions.  Much of the money allot-
ted to counties and townships at this time was for the
development of the state trunkline system.

Roads receiving state and federal money had to be built

to uniform standards, and often spanned township,
municipal, or county lines.  However, until the 1930s,
the highway system was still very much dominated by
township, city, and village roads and funded primarily
through the property tax (See Chart 18 on page 64).

b) Consolidation Under County Road
Commissions.

Domination of the highway system by local govern-
ment changed with the Great Depression.  The decline
in assessed valuation of taxable property, adoption of
the 15-mill property tax rate limitation in 1932, and
the large volume of property tax delinquencies left
many local governments unable to meet their debt
service requirements from the property tax levy. Local
governments in Michigan were in a position to default
on highway bonds if action was not taken.  The
adopted solutions consolidated governance of the
township highway systems into the county road com-
missions and assisted local governments in meeting
payments of principal and interest on highway debt.
These solutions were achieved through two acts, the
�McNitt Act� and �Horton Act.�

1) McNitt Act of 1931.

Public Act 130 of 1931, the McNitt-Holbeck-Smith
Act, limited highway appropriations by township
boards after June 1, 1932, except for the operation of
the Covert Act (which provided for financing a por-
tion of county road construction costs with special as-
sessments) and existing township obligations, and
eventually eliminated all township highway taxes.
Township roads were consolidated into county road
systems at the rate of 20 percent of their mileage annu-
ally during the years 1932 through 1936.  The McNitt
Act established the composition of county road sys-
tems as they exist today.  To finance this transfer, pro-
ceeds of state gasoline and weight taxes were appor-
tioned on a pro rata basis among the counties
according to their respective township road mileage.
Future financial support for local roads was made pos-
sible through the Horton Act.

2) Horton Act of 1932.

Public Act 41 of 1932 (Extra Session), the Horton
Act, was enacted to deal with existing highway debt.
The entire proceeds of the weight tax and $2.6 million
of gasoline tax revenues were distributed among the
counties.  Seven-eighths of these proceeds were dis-
tributed according to weight tax collections in each
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county and one-eighth was divided equally among the
83 counties, with restrictions on how this money
could be spent.  Fifty percent was to be spent on
county roads, including the McNitt (formerly town-
ship) roads, and the other half was apportioned for
specific purposes in the following order of priority:

(1) Covert road debt relief;

(2) County road debt relief;

(3) Township road debt relief;

(4) Up to 50 percent of the remainder for addi-

tional McNitt road maintenance; and

(5) The balance, if any, was divided among the

county road commission for general road pur-

poses and the cities and incorporated villages on

a pro rata basis according to population.

The McNitt and Horton Acts altered the highway
governance and funding systems in Michigan and fa-
cilitated the creation of the current highway system.
As a result of these solutions, the property tax was
abandoned as the primary means of rural road support
except in a few counties where it remained for high-
way debt service.  The tax levy on property for high-
way purposes was restricted to amounts necessary for
the retirement of previously incurred debt, and for the
improvement of local roads within a three-mill tax
limit.  The chief purposes of these acts were to facili-
tate consolidation of the county and township road
systems and to assist local governments in paying their
highway debt.  However, this system became institu-
tionalized and lasted far beyond the need for such assis-
tance.  The current Michigan highway funding system,
as laid out in Public Act 51 of 1951, was created in re-
action to the shortcomings of the Horton Act, which
included an inefficient allocation of state tax revenues
and provisions which favored highway funding in less
populated areas over heavily populated areas.

c) Current County Road Administration.

Public Act 51 of 1951 continued the practice of giving
county road commissions jurisdiction over all public
roads and major streets within their boundaries, ex-
cept state highways and those roads that have been
released to city or village jurisdiction. County road
commissions are authorized under Act 51 to lay out,
construct, repair, and maintain county roads and
bridges.  They can buy and hold property and con-

tract for services.  County road commissions continue
to be entities that operate separate from actual county
government in all non-charter counties in Michigan.
Wayne County voted to abolish its county road
commission through a change in its charter in 1984.
(For purposes of this paper, references to county road
commissions are meant as reference to all county road
bodies including Wayne County, unless otherwise
noted.)

The boards of the county road commissions are com-
posed of three members serving six-year, staggered
terms.  The method of selection is decided by the
board of county commissioners by resolution.
County road commissioners are elected by the voters
of the county in 30 counties and appointed by the
board of county commissioners in 52 counties.

Money in county road funds comes from the Michigan
Transportation Fund, federal aid, transfers from the
county general fund, county-wide property taxes, and
township contributions.  These funds are used for con-
structing and maintaining county primary and local
road systems.  County road commissions are not per-
mitted to operate solely on money received from the
state.  County road commissions usually require town-
ships to pay the requisite matching funds.

2. Municipal Streets

Cities and villages in Michigan are responsible for

most roads and streets within their jurisdiction.

a) Background.

Cities and incorporated villages were authorized un-
der early provisions of Michigan territorial law to
open, improve, and repair streets.  This authorization
continued when Michigan received statehood.  To
carry out these activities, municipalities were permit-
ted to use property taxes and special assessments as
their primary sources of street funding.

Until fairly current times, funding of municipal
streets come out of local tax sources.  Unlike counties
and townships, there was little perceived need for the
state to aid the funding of municipal streets, either
through grants or through the apportionment of state
weight or gasoline tax receipts.  Initially, county road
commissions were restricted from spending state
�reward� dollars on roads within municipal bounda-
ries.  This policy became more flexible over time.
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Even before the Horton Act, limitations on state dis-
bursements for trunklines within cities and villages
resulted in the allocation of small amounts to munici-
palities from gasoline and weight taxes.

The Great Depression adversely affected the ability of
cities and villages to fund street construction and main-
tenance, just like many other municipal services.  Un-
like township roads however, jurisdictional control for
municipal streets remained with municipalities.  Con-
sistent with municipal streets having a low priority for
state funding, municipalities fell relatively low in the
state funding priorities laid out by the Horton Act.
The debt service requirements of county road commis-
sions and townships, and the funding needs of McNitt
roads all came before city and village needs.

State highway-user tax revenues were directly allotted
to municipalities for the first time under Public Act
51 of 1951.  Prior to 1951, state money for municipal
streets had to be approved by the county road commis-
sion.  This Act changed the funding of municipal
streets from a system predominantly funded with local
funds to a system dependent on the state for a signifi-
cant portion of its revenues.

b) Current Municipal Street Administration.

Three acts give municipalities jurisdiction over mu-
nicipal streets: Public Act 51 of 1951, Public Act 279
of 1909,  the Home Rule Cities Act, and Public Act
278 of 1909, the Home Rule Village Act.  Under these
provisions, municipalities may construct, repair, and
maintain major roads and local access streets within
their boundaries.  These road services are provided by
the municipal government itself, as contrasted with
counties in which county road commissions are sepa-
rate from county government.  Municipal street deci-
sions are made by the council, mayor, or city/village
manager, depending on the process adopted with each
municipal charter.

The 534 cities and villages in Michigan, which to-
gether have a population of over 5.4 million, adminis-
ter funds for the construction and maintenance of
roads and streets within their borders.  The money
used for this purpose comes from the Michigan
Transportation Fund, federal aid, property taxes, and

other city and village revenues.

3. The State Highway System

The state government in Michigan raises most of the
money for highway funding and is responsible for the
state trunkline highway system.  This role has grown
as motor vehicle use has grown.

a) Background.

The 1850 Michigan Constitution included a provision
that prohibited the state from engaging in any work
of internal improvement, except in the expenditure of
funds obtained from federal grants. In 1903, the state
initiated an advisory program for local governments
creating a state highway department.  This depart-
ment was empowered to provide instruction in road
building to local highway officials and to obtain such
reports from them as the state highway commissioner
should deem proper.   

By 1905, only 18 of the 83 counties had established
county road commissions, and of these 18 counties, 10
were in the northern part of the Lower Peninsula and
8 were in the Upper Peninsula.  County road com-
missions were not being established to provide inter-
community roads as the 1893 legislation had antici-
pated.  Therefore, the task of providing improved
road facilities among population centers fell to the
state.  A 1905 constitutional amendment removed the
prohibition on state spending for capital improve-
ments and authorized state financial assistance for lo-
cal highway construction.2 The Legislature formalized
the Michigan Highway Department and state
�rewards� were made available to townships and
counties for road construction carried out in accor-
dance with specifications prescribed by the Legislature
and the state highway commissioner.

During the first quarter century of existence, the role
of the Highway Department grew from oversight and

                                                   

2  �The State shall not be a party to nor interested in any

work or internal improvement, nor engaged in carrying on

any such work except in the improvement of or aiding in the
improvement of the public wagon roads and in the expenditure

of grants to the State of land or other property. . . .� Amend-

ment (in italics) to the 1850 Michigan Constitution, Article

XIV, Section 9.
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engineering to a role of direct involvement, financial
allocation, planning, and research.  In 1913, township
�reward� roads were placed directly under state con-
trol for the first time and designated as the state
trunkline system.  This designation involved addi-
tional grants for the local improvement of selected
trunkline road mileage.  Prior to this transfer, roads
constructed and maintained under the reward system
received state funding, but remained within township
or county jurisdiction.  By 1913, 1,754 road miles
were built under the �reward system.�

From 1919 to 1924, the state assumed direct control over
the construction of trunkline roads, as well as a majority
of the financial burden.  This period was marked by the
addition of 4,000 road miles as the result of a 1919 con-
stitutional amendment by which $50 million in bonds
were issued for construction purposes.3

After 1924, the state assumed full responsibility for
the development of the trunkline system.  Addition-
ally, the state assumed full responsibility for the fi-
nancing of the rural trunkline construction and a
large part of the urban trunkline construction.  By
1930, there were approximately 8,900 miles of road in
the state trunkline system.

b) Current State Highway Governance.

The Michigan Department of Transportation
(MDOT) is the state agency responsible for the con-
struction, maintenance, and improvement of the state
trunkline highway system, and primarily responsible
for administration of all other state transportation
programs.  The Department is under the direction of
a director and commission.  Administration of the
Michigan highway system also involves the Depart-
ments of State, Treasury, Management and Budget,
Civil Service, Environmental Quality, State Police,

                                                   

3  The 1919 amendment to Article X, Section 10, of the

1908 Michigan Constitution, which read �. . .  The State

may borrow not to exceed 50,000,000 dollars for the im-

provement of highways and pledge its credit, and issue

bonds therefore on such terms as shall be provided by law,�

was necessary because a $250,000 debt limit was included in

the 1908 Constitution due to financial difficulties experi-

enced early in Michigan statehood and associated with ex-

cessive state borrowing and bad credit management.

and Auditor General.  These departments perform
tasks external to the central workings of MDOT.

1) Transportation Director.

In 1978, Article V, Section 28, of the 1963 Michigan
Constitution was amended to provide that the Direc-
tor of MDOT shall be appointed by the Governor,
with the advice and consent of the Senate.  The Direc-
tor is the principal executive officer of MDOT, re-
sponsible for executing the policies of the State
Transportation Commission.

2) State Transportation Commission.

As established by Article V, Section 28, of the 1963
Constitution, the policies of MDOT are determined
by the State Transportation Commission.  The
Commission consists of six persons, appointed by the
Governor, with the advice and consent of the Senate,
to serve three-year, staggered terms.  Only three State
Transportation Commissioners may be from the same
political party.

4. Federal Government

The federal government has a long history of provid-
ing funds for highway construction.

a) Background.

In 1916, the U.S. Congress passed the Federal-Aid
Road Act, which authorized grants-in-aid to be used
in public rural road improvement.  The Secretary of
Agriculture of the United States was authorized to
cooperate with the states through their respective
highway departments for that purpose.  This act re-
quired each state designate an adequate and connected
system of highways, interstate in character and not to
exceed seven percent of the total highway mileage of
the state.  This system was then divided into a federal-
aid primary system, which connected the principal
population centers within the borders of the state and
integrated the federal-aid systems of adjoining states,
and a federal-aid secondary system, which connected
or correlated with the primary system.

In 1956, the Federal-Aid Highway Act was enacted,
continuing the federal-aid road program.  This pro-
gram initiated the interstate highway system and sig-
nificantly increased the amount of federal highway
funding available to the states.  Federal aid was pro-
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vided for interstates, primary, secondary, and urban
highway systems.

b) Federal Highway Funding Today.

The Federal Highway Administration (FHWA) is the
principal federal agency responsible for funding high-
ways.  The FHWA receives its revenues from motor-
fuel taxes  and tire, truck and tractor, and federal use
taxes.  In FY1994, these sources yielded $15.6 billion, 60
percent of which was from gasoline taxes.

In 1991, Congress enacted the Intermodal Surface
Transportation Enhancement Act (ISTEA).  Along
with other provisions dealing with mass transporta-
tion, new transportation technologies, the environ-
mental impact of transportation, highway safety pro-
grams, and interstate cooperation in the financing and
administration of highway use, this act established a
�national highway system.�  This system consists pri-
marily of interstate routes, a large percentage of urban
and rural principal arterial routes, the strategic defense
highway network, and strategic highway connectors.
These are the highway miles that are eligible for federal
aid through the federal block grant program.  While
ISTEA continued to fund highway construction and
reconstruction, one of the important considerations
was how to better utilize the infrastructure that was in
place.  ISTEA expires at the end of FY1997.

States receive apportioned amounts and allocated
amounts from the Federal Highway Trust Fund.
Apportioned amounts are determined according to
several formulas prescribed by federal law that take
into account such factors as the population, land area,
road mileage, and needs.  Allocated amounts are dis-
tributed to the states at the discretion of the U.S. De-
partment of Transportation.

Although the receipt of federal dollars means extra
funds for state and local governments, these dollars are
linked to federal standards and guidelines which must
be met.  To receive federal funds, a matching amount is
required from state funds (funds that otherwise could
be used at the state�s discretion).  These funds are tied
to the federal road standards, which are often more re-
strictive than state standards and guidelines.

The allocation of federal funds within the state is de-
cided at the state level.  In addition to state planning,
ISTEA requires that local governments and the public
play a significant role in planning which projects are
to receive federal funding.

Roads remain under state or local control, but receive
a portion of their funding from the federal govern-
ment.  The state or local governments make up-front
payments for completed work on pre-approved activi-
ties and bill the FHWA for its share of the costs.

E. The Relationship of Functional Classification to Jurisdictional Control.

hart 6 brings together Chart 4 -- Michigan
Highway System Characteristics by Func-

tional Classification, and Chart 5 -- Michigan
Highway System Characteristics by Jurisdictional
Control.  In the past, the relationship of functional
classification to jurisdictional control was determined
by the role that the roads served in serving traffic
flow and property access.  Those roads that primarily
served traffic flow -- interstates, freeways, express-
ways, and some arterial routes -- were thought to be
best served under state jurisdiction.  Roads that serve
traffic flow and provide some access to local proper-
ties -- arterial and collector routes -- were thought to
be best served under the jurisdiction of a regional unit
of government.  Streets serving only as access to resi-
dential, industrial, or commercial properties which
are not on major roads, were thought to be best
served under the jurisdiction of the most local unit of
government.  

This relationship between functional classification
and jurisdictional control was important for the con-
struction and maintenance, financing, and priority
setting in highway spending.  It served to meet the
needs of the different highway classifications and the
needs of the highway users.  As the factors that affect
func-tional classification are constantly changing, ju-
risdictional control should be constantly evolving to
reflect these changes.

1. Jurisdictional Control
by Functional Classification

In Michigan, the state trunkline system consists of all
of the interstates, freeways and expressways (15.2 per-
cent), most of the arterial routes (78.1 percent), and a
few collector routes (6.6 percent) and local access
roads (0.2 percent).

C
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The county road system is composed of arterial routes

(3.3 percent), collector routes (26.5 percent), and a ma-

jority of the local access roads (70.2 percent).

Municipalities have jurisdiction over arterial routes

(8.7 percent), collector routes (9.5 percent), and a

great deal of the local streets (81.8 percent).

2. Functional Classification
by Jurisdictional Control

The state trunkline system is completely under the

jurisdiction of the state.

Arterial routes are controlled by the state (61.9 per-

cent); county road commissions (24.0 percent); and

municipalities (14.1 percent).

Collector routes are controlled by county road com-

missions (90.3 percent);  municipalities (7.2 percent);

and the state (2.4 percent).

Because most of Michigan is considered rural and

county road commissions have jurisdiction over local

access roads in townships, 79.4 percent of these roads

are under county road commission jurisdiction.  An-

other 20.6 percent of these roads are within municipal

boundaries.  The 15 miles of state controlled local ac-

cess roads equal 0.02 percent of the entire system.  For

the most part, the organization of the highway system

in this way is based on the highway organization re-

sulting from the McNitt Act, enacted 66 years ago.

Chart 6
Jurisdictional Control of Michigan Highway Mileage by Functional Classification -- 1994
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Source: Federal Highway Administration, 1994 Highway Statistics, (Washington, D.C.: Government Printing Office, 1995).
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II. Revenue Issues

he prospect of increasing revenues for highways
raises at least five questions:

(1) What level of government should be respon-
sible for raising additional highway revenues?

(2) What tax sources should be used to raise
additional highway revenues, and what tax
sources should be available to the different lev-
els of government?

(3) How should any additional tax burden be
spread among different classes of taxpayers?

(4) How will increased tax rates affect Michi-
gan�s competitiveness relative to other states?

(5) If it is decided to raise revenues primarily
from state-levied highway-user taxes, how
should the revenues be allocated for use by lo-
cal governments?

A. Appropriate Funding Among Levels of Government

ecause highway construction and maintenance is a
state, county, and municipal government program,

highway revenues are raised from several different
sources at all levels of government.  There are two
philosophical views on the appropriate means of fund-
ing highways.  The first view holds that the highway
system serves motor-vehicle operators.  Highway users
derive most of the benefits from the highway system.
As such, it is appropriate to expect that the funding
necessary to facilitate highway construction and main-
tenance should come from highway users.

The opposing view is that a strong highway system
provides social and economic benefits to the region
and state.  Given this view, non-highway-user taxes
are as appropriate as highway-user taxes for funding
highways.  A comparison of these approaches illus-
trates their differences and their appropriateness for
state and local governments.

1. Highway-User Taxes

The state trunkline system, serving long-distance travel
between population centers, may be viewed as a public
utility, similar to electricity or natural gas.  Because of
the infrastructure costs involved, there is no competi-
tion in the form of a parallel highway system.  Leaving
the trunkline system to travel on alternative routes is
possible, but tends to be less efficient. Like public util-
ity customers, everyone is expected to pay in some
proportion to the use of the system.  While those other
than direct highway users benefit from the availability
of goods brought to local markets on the highway sys-
tem, the cost of using the highway system is reflected
in the final market price of these goods.  As a result,
highway-user taxes are the appropriate funding mecha-
nism.  Although highway-user taxes do not precisely

reflect highway use, they unobtrusively approximate
usage better than most other taxes.

2. Non-Highway-User Taxes

The opposing point of view sees highways as a local

government service, comparable to police, fire, or

sewage.  While road systems serve road users, every-

one benefits from their provision.  Not only do they

provide access to properties, roads provide a means

for commerce and access to the state highway system.

Public roads also provide public benefits.  They en-

able the provision of government functions, such as

police and fire protection, public schools, and other

general services, which benefit all communities.  Local

roads are often used for non-transportation purposes,

such as leisure walks, playing street hockey, and pro-

viding additional parking to residential property

owners.  Urban streets often include street lighting,

which provides a secondary benefit in the forms of

safety and crime prevention.  All of these social bene-

fits would suggest that non-highway-user taxes are as

appropriate as highway-user taxes.

3. The Michigan Highway Funding System

Funding of the Michigan highway system falls some-
where between these two extremes.  The immediate
highway user experiences primary benefits, and soci-
ety, as a whole, experiences secondary benefits from
highway provision.  Thus, it is appropriate that
Michigan relies on a combination of highway-user
taxes and non-highway-user taxes, such as property
taxes, to fund county and municipal roads.

T

B
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By definition, functional classification reflects the de-
gree to which each road serves traffic flow or provides
access to property.  Thus, it is reasonable to expect the
roads facilitating traffic flow, those most resembling

public utilities, should be funded by highway-user
taxes.  It also is reasonable that roads providing prop-
erty access could be funded by other tax source, be-
cause they provide the greatest degree of social benefits.

B. Highway-User Tax Revenue Options

hile Michigan levies other minor highway-user
taxes, motor-fuel taxes and motor-vehicle

weight and ad valorem taxes are the primary revenue
sources for highways.

1. Motor-Fuel Taxes

Motor-fuel taxes include the gas tax, diesel-fuel tax,
and liquid petroleum fuel tax.  These taxes are payable
by the wholesale fuel distributors.  The cost of the tax
is passed on to retailers, who in turn pass it on to con-
sumers as part of the cost per gallon of fuel.  Tax
revenues are deposited in the Michigan Transporta-
tion Fund, the primary receiving fund for the tax
revenues dedicated to highway funding purposes.

The gas tax is the most significant of the motor-fuel
taxes, and the largest revenue source to the Michigan
Transportation Fund (See Chart 7).  The rates of the
diesel-fuel and liquid petroleum fuel taxes are

based on the gas tax rate.  Every one cent per gallon
of motor-fuel tax produces about $45 million in state
revenues.

a) Interstate Comparison of Motor-Fuel Tax Rates.

There are two ways of comparing the Michigan mo-
tor-fuel tax rate to tax rates in other states.  Motor
fuel consumers are concerned with the total addition
to the price of the fuel that is caused by taxes.  From
the consumer�s perspective, any comparisons must
reflect the fact that motor fuel sales are included in
the base of the sales tax in Michigan.  This tax rate,
which currently adds six to ten cents to fuel prices,
places Michigan eighth among the 15 comparison
states and 23rd in the nation (See Chart 8).

On the other hand, governmental providers of trans-
portation services are concerned with tax revenues

W

Chart 7
Major Transportation Revenue Sources in Michigan: FY1996
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that actually contribute to highways.  The sales tax
revenues yielded from motor-fuel sales are used for
school aid, unrestricted state revenue sharing, and
general fund purposes, with only a minor proportion
used for comprehensive transportation purposes.
This leaves only the motor-fuel tax, levied at 15 cents
per gallon, as a revenue source for highway funding.
On this basis, Michigan is tied for 12th among the 15
comparison states and tied for the 44th among the 50
states (See Chart 8).

Michigan, like many other states,  levies the same tax
rate on diesel fuel as is levied on gasoline.  Another
common practice is to tax diesel fuel at a higher rate
than gasoline: 16 states in the nation levy a higher tax
rate on diesel fuel than gasoline.  Several states levy
add-on taxes on motor carrier diesel fuel, including Il-
linois, Indiana, Kentucky, New York, Ohio, and
Pennsylvania among the 15 comparison states.  While
the Michigan diesel fuel tax rate is 15 cents per gallon,
the �Effective Tax Rate� in Chart 9 is calculated using
the Motor Carrier Fuel Tax explained later in this pa-
per, which gives Michigan a 21 cent per gallon tax rate.
The 15 cent per gallon tax rate levied as the diesel fuel
tax or on in-state fuel purchases taxed under the Motor

Carrier Fuel Tax is 11th among the 15 comparison
states and is tied for 42nd among the 50 states.  The 21
cent per gallon tax rate levied as the effective tax rate,
including the sales tax, or on fuel taxed under the Mo-
tor Carrier Fuel Tax that is purchased in another state
is 10th among the 15 comparison states and is tied for
20th among the 50 states.

b) Motor-Fuel Tax Issues.

Four issues are of concern relative to motor-fuel taxes:

1. The evaporation allowance provided to fuel
wholesalers and retailers,

2. The provision of credits and exemptions to
certain classes of motor-fuel purchasers,

3. The levy of the sales tax on automotive-
related purchases, and

4. The Motor Carrier Fuel Tax.

1) Evaporation Allowance.

Not all fuel inventoried in wholesale distributors�
tanks is ultimately used to propel motor vehicles. Be-
cause of motor fuel�s propensity to expand or contract
with temperature variations and to evaporate, there

Chart 8
Effective Gas Tax Rates in Michigan and Comparison States -- 1996
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was a need to compensate wholesalers and retailers un-
der older methods of storing and transporting motor
fuels.  Therefore, each wholesale distributor, in com-
puting the tax due to the state, can claim a deduction of
two percent of the gasoline received to allow for
evaporation.  Fuel wholesalers receive two-thirds of the
value of this allowance, with retailers receiving the
other third.  MDOT estimates the loss to the treasury
at about $15.9 million due to this allowance.

There is little need for this allowance given its original
purpose.  When this allowance was crafted, motor fuel
was typically loaded and unloaded into and out of tank
trucks.  Today, most fuel moves through pipelines.

Motor-fuel distributors see this provision as necessary
for several different reasons.  The petroleum industry
argues that this allowance provides compensation for
administrative efforts in collecting motor-fuel taxes
on behalf of the state and it provides compensation
for �uncollectible� prepaid taxes.  For example, some
gas stations experience �drive offs,�  which occur
when the consumer does not pay for the fuel.  Be-

cause the tax is paid to the state by distributors before
it is shipped to retailers, the distributors and retailers,
not the state, lose revenues when taxes are not paid.

If the purpose of this allowance has changed, the name
and calculation of the tax should change accordingly.
If the state is to reimburse motor-fuel distributors for
these claimed expenses, the Motor-Fuel Tax Act should
be amended to clearly define these purposes.  There
should be strong correlation between the costs associ-
ated with an activity, administering motor fuel tax col-
lections, and the credits given for that activity.

2) Credits and Exemptions.

The aim of this tax is to tax for the privilege of using
of the public highways.  But some fuel is purchased
for reasons other than consumption on the public
highways.  This issue is complicated by the fact that
motor-fuel taxes are collected from distributors,
rather than at the point of final purchase.  Since it is
not possible to differentiate among the various users
of fuel at the point of tax collection, exceptions per-
mit anyone purchasing motor fuel for purposes other

Chart 9
Effective Diesel Fuel Tax Rates in Michigan and Comparison States -- 1996
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than the operation of motor vehicles on public roads
to receive tax credits.  Through a certification process,
farmers, lumberjacks, and construction companies are
excluded from paying motor-fuel taxes for non high-
way use.

Government vehicles are exempt from paying motor-
fuel taxes.  Requiring government vehicles to pay mo-
tor fuel taxes would simply be a transfer of govern-
ment funds among agencies or levels of government.
However, it should be noted that school buses and
garbage trucks are among the heaviest vehicles that
drive on many local access roads.

3) Sales Tax Collections on Automotive-Related Sales.

Michigan is one of a few states that levies a sales tax
on motor fuels.  In Michigan, state and federal motor-
fuel taxes form part of the sales tax base.

Transportation officials argue that while the sales tax
is levied on automobile-related sales, only a small
proportion of these tax revenues is used for transpor-
tation purposes.  They argue that because sales taxes
are levied on motor fuel sales, the state is precluded
from levying additional motor-fuel taxes if competi-
tiveness with surrounding states is to be maintained.

(a) How Are Sales Tax Revenues Used?

In Michigan, sales tax revenues are the primary fund-
ing source for the state School Aid Fund, the sole
funding source for unrestricted state revenue sharing,
as well as a significant contributor to the General
Fund and the Comprehensive Transportation Fund.
In 1978, Article IX, Section 9, of the Michigan Con-
stitution was amended by the voters to limit the
amount of sales tax revenues that could be used for
comprehensive transportation purposes.  Currently,
the Comprehensive Transportation Fund receives
�not less than� 27.9 percent of the revenues from
automotive-related sales not used for school aid or
state revenue sharing, including the sale of motor fu-
els, automobiles, and automotive parts.  These funds
are used for �the planning and development� of public
transportation systems in the state (Public Act 440 of
1982).  In FY1995, this was equal to $55.0 million.

(b) Interstate Comparisons of Sales Tax Levies.

Sales taxes are levied by 45 state governments in the
nation (and by only local governments in Alaska).

They are levied on the sale of motor fuel in 32 of
these states.  In 21 states, the sales tax is collected only
if the fuel is not subject to motor fuel taxes, including
Iowa, Kentucky, Minnesota, Ohio, Pennsylvania,
Texas, and Wisconsin among the comparison states.
Gasoline is exempt in Arkansas, but other motor fuels
are taxed.  South Carolina and Tennessee levy the tax
only on aviation fuel.  That leaves eight of the 32
states that levy sales taxes on a regular basis on motor
fuel.  California, Georgia, New York, and Virginia,
among the comparison states, all levy the tax, like
Michigan, on the sale price which includes federal and
state motor-fuel taxes.  Hawaii, Illinois, and Indiana,
among the comparison states, levy the tax on the sales
price excluding federal and state motor-fuel taxes.

All 45 states levy a sales tax, or a tax in lieu of the
sales tax, on motor vehicle purchases and motor vehi-
cle-related parts and supplies.  As is the case for the
sales tax rate in general, the six percent sales tax rate
levied on automobile-related sales in Michigan is
about average relative to the several comparison
states.  A few states have local sales taxes that are lev-
ied on automobile-related sales (See Table 2).

(c) Exempting Motor Fuel Sales from the Sales Tax Base.

The levy of a six percent tax on the sale of 5.3 billion

gallons of fuel taxed at the statewide average retail price

of $1.13 in 1995 yielded about $360 million.  Exempt-

ing motor fuel sales from the base of the sales tax

would require an alternate funding source for each of

the functions to which sales tax revenues are dedicated.

Beyond the financial issues relative to exempting mo-

tor fuels from the sales tax base, there are policy issues.

What kind of precedent would be set by exempting the

sale of such a commonly purchased item from the sales

tax base?  Food and drugs were exempted from the

sales tax base in 1974 to deal with issues of equity and

fairness.  Could the same arguments be made in this

case?  Are there societal gains associated with exempt-

ing motor fuel from the tax base?

There is little reason for treating motor fuels differ-
ently than other motor vehicle-related sales for pur-
poses of taxation.  The sales tax is levied on the retail
sale of tangible items in Michigan.  Other fluids neces-
sary for the operation of a motor vehicle -- motor oil,
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brake fluid, anti-freeze, and transmission fluid -- are
all subject to the sales tax.  Motor fuel, because it is
needed in great quantities to operate motor vehicles,
is subject to both motor fuel taxes -- as a proxy for
highway use -- and the sales tax.

An alternative to exempting motor fuels from the
sales tax base is to dedicate resulting revenues to trans-
portation. Either revenues from the taxation of auto-
motive related sales could be completely earmarked
for transportation purposes, or these sales could be
exempted from the general sales tax and a new tax
could be levied on these sales.  This would would in-
troduce a blend of different factors, price and the
number of gallons consumed, to the determination of
tax revenues.  This could protect tax revenues from

reduced consumption caused by increased prices As
can be seen in Chart 13 on page 26, an ad valorem
motor-fuel tax would be more volatile than the cur-
rent consumption based tax.

Georgia has some experience in relying on both con-
sumption-based and ad valorem motor fuel taxes. In
the late 1970s, the Georgia courts ruled that because
the state sales tax was levied on motor fuel, the state�s
constitution required these revenues to be used only
for transportation.  Revenue from the ad valorem,
three percent sales tax on motor fuel is added to the
7.5 cent per gallon consumption-based motor-fuel tax.
Both tax rates have not changed since 1971.

Because large portions of the sales tax revenues are

Table 2
Sales Tax Levies on Motor Vehicle-Related Purchases

State Tax on               Sales Tax on Purchases             
                                               Motor Fuels                                           State                            Local                        
California 6.00% B 7.25%-8.5% 1.25-2.25%
Illinois 6.25% C 6.25% 0.25-1.00%
Indiana 5.00% C 5.00% No Tax
Iowa A 5.00% Tax May Apply
Kentucky                                         A                                                    6.00%                     Tax May Apply                  
Michigan 6.00% B 6.00% No Tax
Minnesota A Excise Tax in Tax May Apply

lieu of sales tax
Missouri --- 4.225% Combined city and

county 0.375-3.00%
New Jersey --- 7.00% No Tax
New York 4.00%B 4.00% Counties and
                                                                                                                                             Cities 0-4.50%                   
North Carolina --- Highway Use Tax

 in lieu of sales tax
Ohio A 5.00% County 0.25-2.00%
Pennsylvania A 6.00% 1.00% Philadelphia
Texas A 6.25% 6.00%
Wisconsin A 5.00% County 0.50%

A -- Applies to fuel uses not taxable under the volume tax laws, such as farmers or construction companies.  Levied at a rate of

5% in Iowa, Ohio, and Wisconsin, 6% in Kentucky, Minnesota, and Pennsylvania, and 6.25% in Texas.
B -- Applies to sales price including federal volume tax.
C -- Applies to sales price excluding federal volume tax.

Source: Federal Highway Administration, 1994 Highway Statistics, (Washington, D.C.: Government Printing Office, 1995), and Advisory Commission on

Intergovernmental Relations, Significant Features of Fiscal Federalism, Volume 1, (Washington, D.C., 1994).
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constitutionally dedicated, a vote of the people is re-
quired to amend the Constitution to allow sales tax
revenue levied on motor fuels to be used solely for
transportation purposes.

4) Motor Carrier Fuel Tax.

In 1980, the Motor Carrier Fuel Tax was enacted to
provide a substitute means of taxing diesel fuel.  At
that time, Michigan had a relatively high diesel-fuel
tax rate and an additional four percent sales tax was
levied on motor-fuel sales.  Michigan truck-stop op-
erators and diesel-fuel distributors felt that they were
uncompetitive with surrounding states.  Motor carri-
ers were able to avoid Michigan or were able to fill
their tanks before entering Michigan and travel into
and out of the state without buying fuel.  A discount
was established to encourage the purchase of motor
fuel in Michigan, thus benefiting truck-stop operators
and diesel-fuel distributors and increasing purchases
taxable under the Michigan sales tax.

Table 3
Diesel Fuel Tax Rate in Michigan and Surrounding

States

Cents per Gallon

State 1980 1997

Illinois 7.5 21.5

Indiana 8.5 16.0

Michigan 11.0 21.0

Ohio 7.0 22.0

Wisconsin 9.0 23.7

Source:  Senate Fiscal Agency.

(a) Motor Carrier Fuel Tax Rate.

In contrast to motor-fuel taxes charged for every gallon
of fuel purchased in Michigan, motor carrier fuel taxes
are paid for every mile a motor carrier operates on
Michigan highways.  This tax provides a credit for
taxes paid on diesel fuel purchased within the state but
used for operation on another state�s highways.  Addi-
tional taxes may be due for miles traveled on Michigan
highways using fuel purchased in another state.

The motor carrier fuel tax rate, as amended by Public
Act 584 of 1996, is 21 cents per gallon. This tax af-
fords motor carriers a 6 cent per gallon credit against
the motor carrier fuel tax for each gallon of fuel pur-
chased in Michigan.  This credit offsets the 6 percent

sales tax paid when purchasing diesel fuel in Michi-
gan.  The net effect is that motor carriers purchasing
diesel fuel in other states, but driving in Michigan,
pay the 21 cent tax for miles traveled in Michigan.
And motor carriers purchasing fuel in Michigan pay
an equal 21 cent tax comprised of a 15-cent per gallon
diesel fuel tax (21 cents minus 6-cent credit) and ap-
proximately 6 cents per gallon in sales tax.  Until it
was amended in 1996, the Motor Carrier Fuel Tax re-
quired motor carriers to purchase a decal that permit-
ted receipt of the diesel discount.  Act 584 eliminated
these decals.

(b) Revenue Issues.

In 1996, Michigan joined the International Fuel Tax
Agreement (IFTA), a prorationing agreement that al-
lows states to benefit from commercial vehicles driv-
ing into their state even though fuel was not pur-
chased in that state.  Reciprocity and prorationing
agreements allow states to apportion fuel tax and reg-
istration fee revenues to participating states in propor-
tion to the total miles traveled in that state.

Membership in IFTA reduces the need for a Motor
Carrier Fuel Tax separate from the diesel-fuel tax.
Because motor carriers pay fuel taxes to each state ac-
cording to the distance traveled in that state, Michigan
receives revenues for operation in the state regardless
of the location that the fuel was purchase.  The Motor
Carrier Fuel Tax was conceived prior to membership
in IFTA, when there were financial incentives for
motor carriers to purchase fuel in some states.  These
incentives no longer exist relative to motor fuel taxes.

However, some feel the Motor Carrier Fuel Tax is
still necessary to protect sales tax revenues. Since most
other states do not levy a sales tax on motor fuel,
levying the sales tax artificially increases the price of
fuel in Michigan in a way not common to most other
states.  The Motor Carrier Fuel Tax, with a credit to
offset the cost of the sales tax when fuel is purchased
in Michigan, negates any extra costs to encourage the
in-state purchase of fuel. As a result, tax revenues re-
sulting from the purchase of diesel fuel are deposited
into the School Aid Fund and General Fund rather
than the Michigan Transportation Fund.

2. Motor-Vehicle Weight and Ad Valorem Taxes

Motor-vehicle weight and ad valorem (price-based)
taxes are the second largest source of state highway-
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user tax revenue in Michigan.  When the first Michi-
gan motor-vehicle weight tax was enacted -- a $2-per-
automobile license plate fee in 1905 -- it was designed
to cover only the costs incidental to registration and
protection of motor vehicle titles.  In the 1920s, the
state increased these tax rates to provide revenues for
highway construction and maintenance.  Weight tax
rates have been increased many times since the 1920s,
always at rates that have provided revenues above the
level needed to cover administrative costs.

a) Automotive Registration Fees.

Until 1983, automobile registration fees were based
on the weight and age of the vehicle.  These fees were
determined using a schedule of fees that required oc-
casional revision to reflect inflation, changing funding
needs, and automobile market changes. Automobile
registration fees were not a high growth item prior to
1983 (See Chart 11 on page 24).

Public Act 439 of 1982 changed the basis for collecting
automobile registration fees from weight-based to
price-based.  Individual owners of motor vehicles built
since 1984 pay an initial registration fee of 0.5 percent
of the list price of the vehicle (the base sticker price)
for the first registration, with a minimum fee of $30.
The fees decrease by 10 percent for each of the next
three years and then remain constant.

Registration fee amounts for owners of used automo-
biles depend on the model year of the vehicle.  Regis-
tration fees on automobiles of model years prior to
1984 continue to be based on weight.  Registration
fees on automobiles of model years 1984 or later are
price- and age-based.

Changing registration fees from a weight-based system
to a price-based system fairly effectively protects the
state from the erosion of revenues experienced as cars
became lighter.  As the price of automobiles increases,
revenues increase to keep pace with inflation.

Because they are based on the vehicle price, motor
vehicle ad valorem tax revenues depend on the num-
ber of vehicle registrations, the age of the autos, and
the price of the vehicles.  In 1995, the state collected
over $337.4 million from the registration of the 6.0
million passenger vehicles.  These revenues are cred-
ited to the Michigan Transportation Fund.

b) Truck Registration Fees.

The level of truck fees is a contentious matter in
Michigan and nationwide.  Critics argue that, in a tax
system designed as a measure of the use and wear
caused by individual users, trucks are not paying their
fair share in transportation taxes relative to the usage
and benefits received.  Motor carriers argue that the
total tax burden should be considered, rather than
considering only highway-user taxes, since motor car-
riers pay business taxes in addition to highway-user
taxes.  However, it is only the highway-user taxes that
affect the ability of the state and local governments to
construct and maintain the highway system.  Com-
mercial motor carriers in Michigan pay a number of
fees to this end: a registration fee; a fee accompanying
the permit to receive a diesel fuel discount; and a fee
accompanying the permit to operate in Michigan.

Critics also argue that trucks are not taxed in propor-
tion to the damage they cause to the road and bridge
surfaces. Cost-allocation studies, which try to ascribe
proportions of costs for road and bridge repair to vari-
ous classes of vehicles, have found that the average
fully loaded truck does as much damage to the road
surface as about 9,600 cars.4  Axle weights, the key de-
terminant of how much stress and deterioration a ve-
hicle imposes upon road pavement, range from 12,000
to 17,000 pounds for the average 80,000 pound truck
and from 13,000 to 18,000 pounds for a 154,000 pound
truck. Since taxes levied in proportion to the damage
caused would not be politically feasible, other highway
users subsidize highway use for trucks.

2) Motor-Carrier Sizes, Taxes, and Fees.

The size limits for trucks are similar among most
states.  Each of the comparison states permits a maxi-
mum truck width of 102 inches.  A maximum height
of 13 feet six inches is permitted in each state except
California and Missouri, which allow a maximum
height of 14 feet.  The common length allowed, with
some exceptions, is 40 feet for straight trucks and 53
feet for semi-trailers.  Finally, the maximum gross ve-

                                                   

4  Statistic based on the AASHTO Road Test at Ottawa,

Illinois.  Cited in Our Highways: Why Do They Wear

Out? Who Pays For Their Upkeep?, American Association

of State Highway and Transportation Officials,

(Washington, D.C., 1984).
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hicle weight allowed without special permits is 80,000
pounds in every state except Michigan, which allows a
maximum gross vehicle weight of 164,000 pounds.

While registration fees for trucks in every state are
based on the weight of the truck, different weight sys-
tems are used.  Michigan is one of 40 states that base
registration fees on the �gross vehicle weight� of the
vehicle.  The other comparison states that use some
form of gross vehicle weight include Indiana, Illinois,
Missouri, New Jersey, New York, North Carolina,
Pennsylvania, Texas, and Wisconsin.  Minnesota is
one of three states that base registration fees on a
combination of the gross vehicle weight and age.
California, Ohio, and four other states base registra-
tion fees on the �empty weight� of the vehicle.

According to the American Trucking Association,
truck registration and weight taxes in Michigan are
low relative to the comparison states (See Chart 10).
Michigan does not collect weight-distance taxes, gross
receipt taxes, certificate of convenience fees, or any
form of property taxes on the trucks.  Additionally,
revenues collected from state diesel fuel taxes, local
motor fuel taxes, or taxes added on as a percent of die-

sel fuel sales are relatively low in Michigan.  Registra-
tion and weight taxes on an 80,000-pound vehicle in
Michigan were the 9th highest among the 15 states
and 23rd highest among all 50 states.

3) Reciprocity and Prorationing.

In 1985, Michigan entered into the International Reg-
istration Plan.  This agreement allows vehicles per-
mitted to operate in one state to operate in another
without purchasing additional permits or licenses.  It
also allows states to share registration fee revenues
based on the miles operated in each state.  This
agreement is designed to promote commerce and in-
terstate trade by lessening the financial and adminis-
trative burdens placed on interstate motor carriers.  In
the absence of this agreement, motor-carrier operators
would be required to obtain a full-year license or, in
the case of states such as Michigan, one-week permits
for each state in which they operate.  Given the cost
of these licenses or permits, many motor-carrier op-
erators might choose not to report their operations in
states outside their residence.  States benefit from re-
duced administrative costs associated with registration
fees and from increased compliance by motor carriers
in reporting operations between states, both resulting
in an increase to net revenues.  Membership in this
agreement has resulted in increased revenues relative
to the period prior to membership.

4) Truck Revenues.

In 1995, $197.7 million was collected from commer-
cial plate, trailer plate, and International Registration
Plan Plate fees on 1.6 million commercial trucks and
almost one million trailers.  These funds were depos-
ited into the Michigan Transportation Fund.

3. Other Highway-User Revenue Sources

State taxes on highway users also include certificate of
title fees, license fees, and taxes levied in lieu of com-
mon highway-user taxes in other states.

a) Certification of Title.

Public Act 300 of 1949, as amended by Public Act 492

of 1978, established a $10.50 certificate of title fee.

The Michigan Transportation Fund is credited with

$10.00 of this fee and $0.50 is credited to the Scrap

Tire Regulatory Fund.  In 1995, over $36.6 million

was received from fees accompanying the issuance of

Chart 10
Annual Registration and Weight Taxes on an
80,000 Pound, Five-Axle Tractor-Semi-Trailer
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1.4 million certificates of title and the processing of

1.7 million title transfers.

b) License Fees.

The fees that accompany a driver�s license application

are set by Public Act 300 of 1949, as amended by Pub-

lic Act 232 of 1987, as follows:

$12 -- for a four-year operator�s license,

$20 -- for a four-year chauffeur�s license, and

  $5 -- for a four-year restricted minor�s license.

In 1995, the issuance or renewal of almost 2.3 million
licenses of various classes produced fee revenues total-
ing over $40.4 million.  Only the proportion of the
driver�s license fee revenues credited to the Transpor-

tation Economic Development Fund are actually used
for highway funding purposes.

c) Interstate Comparison of Other Taxes and Fees.

Table 4 provides an interstate comparison of registra-
tion fees, certificate of title fees, operator�s license
fees, property taxes, and other fees.

The method of levying motor-vehicle registration fees
varies from state to state.  Most states levy a flat fee.
Nine states, including New Jersey and Texas among
the comparison states, base the registration fee on the
weight of the vehicle.  Finally, Michigan, like Louisi-
ana and Minnesota, bases the fee on the value and age
of the vehicle.

Several states levy property taxes on the value of the mo-

Table 4
Automobile Taxes and Fees -- 1994

Registration Other Certificate Operator's Property
  State                              Fees                               Fees                  of Title          License                       Tax         

California $27.00 Annual license fee, $10.00 $12.00 (4 yrs.) License fee in lieu
2% of market value of property tax

Illinois $48.00 --- $13.00 $10.00 (4 yrs.) Exempt
Indiana $13.00 Annual vehicle excise tax $5.00 $6.00 (4 yrs.) Excise tax in lieu

Annual county surtax of property tax
Iowa $20.00 --- $10.00 $8.00 (2 yrs.) Exempt
Kentucky $12.00 $2 clerks fee $6.00 $8.00 (4 yrs.) State and local
                                                                          for registration                                                                                 
Michigan price based --- $11.00 $12.00 (4 yrs.) Exempt
Minnesota $10+1.25% --- $2.00 $22.50 (4 yrs.) Exempt

of base value
Missouri $18.00-$51.00 --- $8.50 $7.50 (3 yrs.) Local
New Jersey $16.50-$53.50 Temporary additional $5.00 $17.50 (4 yrs.) Exempt

by weight and age registration fee
New York 86 cents per 100 lbs. $15 additional $5.00 $10.00 (4 yrs.) Exempt

up to 3,500; for New York
$1.25 per each City Residents

                                additional 100 lbs.                                                                                                                      
North Carolina $20.00 Annual highway $35.00 $15.00 (4 yrs.) No tax

use tax
Ohio $22.75 --- $5.00 $9.75 (4 yrs.) No tax
Pennsylvania $24.00 --- $15.00 $27.00 (4 yrs.) Exempt
Texas $40.50-$58.50 $0.30 reflectorize fee $13.00 $16.00 (4 yrs.) Local

by weight and age
Wisconsin $40.00 --- $12.50 $15.00 (4 yrs.) Exempt

Source: Advisory Commission on Intergovernmental Relations, Significant Features of Fiscal Federalism, Volume 1, (Washington, D.C., 1994).
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tor vehicle.  Motor vehicle owners pay property taxes to
the state government in three states, to the local govern-
ments in 12 states, including Missouri and Texas among
the comparison state, and to both the state and local
governments in four states, including Kentucky.  Eight
states, including California and Indiana, collect a fee or
tax in lieu of the property tax.  Motor vehicles are ex-
empt from property taxes in 20 states, including Illinois,
Iowa, Michigan, Minnesota, New Jersey, New York,
Pennsylvania, and Wisconsin. The levy of these taxes
does not guarantee that the revenues will be used for
highway purposes.

Charging $10.50 for a certificate of title puts Michigan
in line with the comparison states.  These states range
from a low of $2.00 in Minnesota to a high of $35.00
in North Carolina.

Additionally, the $12.00 fee for an operator�s license in

Michigan is about average compared to the other
states.  The fees in these states range from $6.00 in In-
diana to $27.00 in Pennsylvania for a four-year license.

4. Highway-User Taxes as a Revenue Source

Highway-user taxes have proven to be a reliable
source of revenues in Michigan.  As a result of several
tax rate increases and changing the base of automobile
registration taxes, highway-user taxes have grown at or
above the rate of inflation since 1960.  Motor vehicle
weight and ad valorem tax revenues have experienced
greater growth than motor fuel tax revenues since the
registration tax base was changed in 1982.

a) Automotive Registration Tax Revenues.

The last time action was taken to account for the lack
of growth in highway-user tax revenues, efforts were
made to allow the tax revenues to grow with changes

Chart 11
Index of Change in Michigan Highway-User Tax Revenues: 1960-95
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in the economy. Chart 11 is an index of revenue
growth for these taxes since 1960.  This chart shows
that motor-vehicle weight tax revenues, with several
increases to the fee schedules, kept pace with inflation
in the years prior to 1982.  Since the tax base was
changed, these revenues have experienced growth rela-
tive to inflation. At a time when automobiles were be-
coming lighter but more expensive, the change from a
weight to a price-based tax maintained registration fee
revenues without needing to resort to periodic in-
creases in the fee schedule.

b) Motor-Fuel Tax Rate Indexing.

Because motor-fuel taxes are levied as cents per gallon,
the tax yield is determined solely by consumption
levels.  Substantial price increases and improvements to
fuel efficiency have resulted in reduced consumption
levels over the years.  As a result, occasional tax rate
increases have been necessary (See Chart 10).

Instead of changing the tax base, as was done for auto-
motive registration taxes, the motor-fuel tax rate was
indexed in 1982 using the HMOC index. This index is
the product of two indexes that calculate changes in

maintenance prices and fuel consumption since the
base year, 1980.  One index calculates the changes in
taxable fuel consumption (gallonage in Figure 1).
The other index calculates the changes in maintenance
costs using the national highway operations and
maintenance index (OMI in Figure 1), which is based
on the cost information in government highway
maintenance and traffic service contracts.  The prod-
uct of these indexes is multiplied by the 12 cent base
motor fuel tax.  This index was constructed so that
any decreases in the number of taxable gallons con-
sumed or any increases in the cost of highway mainte-
nance would increase the tax rate and avoid the erosion
of motor fuel tax revenues.

However, the index was only permitted to affect the
tax rate one time.  Public Act 437 of 1982, the act that
indexed the tax rate, also capped the tax at the rate ef-
fective December 31, 1984.  The tax has remained at
15 cents per gallon since that time.  If the cap had not
been placed on the gas tax, the gas tax rate in 1996
would likely be about 19 cents per gallon, increasing
state motor-fuel tax revenue by at least $180 million
per year.  Act 437 limited any tax rate increases to a

Figure 1
Highway Maintenance and Operations Cost (HMOC) Index in Michigan
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rate no more than �2 cents greater than the tax rate
imposed for the previous 12-month period.�  Thus,
simply removing the cap today would only increase
the gas tax rate to 17 cents per gallon in the first year,
increasing revenues by approximately $90 million.

The danger with an index automatically determining
the gas tax rate, is the potential creation of a continu-
ous upward cycle.  The gas tax rate increases to affect
the tax yield.  The additional tax revenues are invested
in increased construction, improvement, or mainte-
nance.  This increased investment creates a greater
demand for the units of production, including labor,
equipment, and supplies.  Increased demand may in-
crease the cost of obtaining them.  If it does increase
the cost, this would cause an increase in the index,
which would cause the motor-fuel tax rates to in-
crease. And the cycle continues indefinitely.

While it is possible to retrospectively estimate what
the motor-fuel tax rate would have been had it not
been capped, such an estimation is based on years of
under investment in Michigan roads.  Increased in-

vestment would affect the operations and mainte-
nance index component, which measures the cost of
the units of production.  Because the HMOC index is
not based on highway needs, an index such as this has
great potential to end up costing the taxpayers more
in the long run than would ultimately be necessary
under ideal revenue raising conditions.

Ohio was the first state to use the federal highway
maintenance and operations cost (HMOC) index to
determine their motor-fuel tax rate.  Michigan mod-
eled its index after that used in Ohio.  Wisconsin also
adopted this formula.  The motor-fuel tax rate in
Ohio is currently 22 cents per gallon.  The motor-fuel
tax rate in Wisconsin is 23.4 cents per gallon. Chart
12 illustrates the experience of motor-fuel tax rates in
these two neighboring states.  Other states have
adopted different methods of indexing their tax rates.

c) Changing the Motor-Fuel Tax Base.

An often mentioned alternative to motor-fuel tax in-
dexing is an ad valorem motor-fuel tax.  The hope
with such an alternative would be to emulate what

Chart 13
Motor Fuel Tax Revenues: Consumption Based v. Ad Valorem Taxation
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was successfully accomplished with the automotive
registration taxes.  An ad valorem tax would change
the tax base so that increasing fuel prices would result
in greater tax revenues.

As can be seen in Chart 13, the problem with ad va-
lorem motor-fuel taxes is that the tax base also de-
creases with reduced fuel prices.  Motor fuel prices
have proven to be fairly volatile in recent years.  This
chart compares a hypothetical, 15 percent ad valorem
tax to actual motor-fuel tax revenues from 1984 to
1995.  While the total revenue yield of the ad valorem
taxes would have been $85 million less than was actu-
ally collected, the real problems arise in year to year
collections and the planning necessary in highway
construction and maintenance.

5. Federal Funding

Funding through the Federal Highway Trust Fund is
available to every state for construction, improvement,
or enhancement projects.  Receipt of these federal
funds requires a matching amount from state or local
revenue sources.  In Michigan, about 75 percent of the
federal funds received are used for state trunkline pur-
poses and 25 percent is passed on to local governments.

This allocation is statutorily determined.

a) The Diversion of Federal Motor Fuel Taxes.

In recent years, the federal government has regularly
held large amounts of federally collected motor-fuel
tax revenues as surplus in the Federal Highway Trust
Fund.  The federal government�s unified budget is
constructed in such a way that surplus trust funds,
even though inaccessible for general spending, are
considered to reduce the amount by which the budget
is in deficit.  As of September 30, 1995, over $19 bil-
lion collected for highway construction and mainte-
nance was held in the trust fund to offset the federal
budget deficit.

Additionally, the basis of funding highways through
the benefit principle has been violated in recent years.
This principle suggests that highway users should
contribute to its enhancement, and the money col-
lected from their use should be used only for highway
purposes.  The last two increases of the federal motor-
fuel tax rate -- a temporary 2.5 cent per gallon levy in
1990 and the 4.3 cent per gallon increase in 1993 --
have been for deficit reduction.  From 1990 to 1996,

Table 5

Michigan Contributions to, and Returns from Federal Highway Trust Fund
and Contributions to Deficit Reduction

(millions of dollars)

Payments to Tax Revenue Net Diversion
Highway & Net Loss Lost as Payments for to Other States

Fiscal Year Transit Accounts Returns or Gain Deficit Reduction or Deficit Reduction

1990 $   449.0 $    376.7  ($  72.3)  ($     91.7)  ($   164.0)

1991 558.7 469.9  (88.8)  (117.4)  (206.2)

1992 562.2 563.7 1.6  (118.8)  (117.2)

1993 610.9 520.1  (90.8)  (122.8)  (213.6)

1994* 592.5 624.4 32.0  (359.8)  (327.8)

1995 766.7 724.1  (42.6)  (358.1)  (400.7)

1996**       760.2        569.1  (191.0)     (243.4)     (434.4)

Total*** $ 4,300.2 $ 3,848.0  ($451.9)  ($1,412.0)  ($1,864.1)

In addition to funds lost, Michigan has approximately $200.4 million in highway funds being withheld because of
congressional spending limits (as of October 1, 1996).

*    Some 1994 payments to Michigan were credited to 1995.

**  Authorizations were cut across the board.

*** Total may not add due to rounding.

Source: Michigan Department of Transportation.



CRC REPORT

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n2
8

fuel purchasers in Michigan paid over $1.4 billion in
motor fuel taxes for deficit reduction.

b) Donor State Issue.

Since the Federal Highway Trust Fund was created in
1956, Michigan has received 91 cents of every dollar of
federal tax paid into this fund. Fuel purchasers in
Michigan have paid in 3.7 percent of all receipts, while
Michigan state and local governments have received 2.9
percent of all apportionments or allocations.

As can be seen in Chart 14, the other leading indus-
trial states and states in the Midwest also have not
fared well in achieving a return on the dollars sent to
Washington.  Minnesota is the only state in the top 25
states in the national ranking of the ratio of receipts
to apportionments and allocations.  Several of the
states surrounding Michigan have faired no better

than Michigan over the life of the Federal Highway
Trust Fund. Indiana has received 89 cents for every
dollar paid into the trust fund; Wisconsin received 90
cents; and Ohio received 93 cents.

c) Research And Development.

The lack of Federal Highway Trust Fund dollars com-

ing to Michigan also reflects the lack of research and

development being undertaken within MDOT.

Grants for research into intelligent vehicles, traffic

flow solutions, cold-weather highways, and highway

construction methods are going to other states.  Re-

search and development has become less of a priority.

Other functions, such as the actual construction and

maintenance of highways, were deemed more impor-

tant.

Chart 14
Comparison of Federal Highway Trust Fund Receipts Attributable to the States

and Federal-Aid Apportionments and Allocations to the States
from 1957 to 1994 with National Ranking (in quotes)
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C. Non-Highway-User Tax Revenue Sources

n addition to state and federal highway-user tax
revenues, revenues from other tax sources can be

used for highways.  This is true at both the state and
local levels of government.

1. State Government

State tax revenues in Michigan are above average rela-
tive to the other states (See CRC Report #317, 1996
Michigan Tax Climate).  However, because highway-
user taxes are not deposited into the General Fund, and
highways do not compete with other state functions
for financing, only a few tax levels matter relative to
highways.  The result is a skewed way of analyzing
highway funding:  If highway funding levels are not
sufficient, it is because the gas tax is too low, not be-
cause of any legislative or executive branch budgeting
decisions.

The 1908 Michigan Constitution was amended in
1938 to place restrictions on the use of gas and weight
tax revenues for highway purposes.  (This provision
was continued in the 1963 Michigan Constitution.)
This provision, often referred to as the �anti-diversion
amendment,� was brought about because of the use of
moneys derived from gasoline and weight taxes for
other than highway purposes by the state Legislature,
particularly during the depression years in the early
1930s.  This provision specifies that gas and weight
taxes cannot be used for anything other than high-
ways.  It does not specify that only gas and weight
taxes can be used for highways.  Instead of making
difficult policy decisions prioritizing how all state re-
sources should be divided among highways and other
state functions, policymakers are left with equally dif-
ficult political decisions relative to supporting a gas
tax increase in the face of an already high tax burden.

As will be explored later in this report, a number of
factors are creating an increased need for highway
funding.  Current transportation revenues are not
adequate to meet these increased needs.  The typical
response to a revenue source that has not grown at a
rate sufficient to keep pace with increased needs is ei-
ther to increase the tax rate or to supplement the tax
revenues with General Fund revenues.  Michigan has
done neither, except that recent proposals would al-
low some non-highway revenues to be used for roads.

2. Local Government

Local governments are required to contribute revenues
from their own sources for highway funding.  Prop-
erty taxes are the primary revenue source for local
governments.  While 22 cities levy a local income tax
under Public Act 284 of 1964, the Uniform City In-
come Tax Act, counties, villages, and townships are
not authorized to levy local income taxes.  Local sales
taxes are not authorized in Michigan.  Additionally,
local motor vehicle registration taxes or motor fuel
taxes currently are not authorized.  That leaves prop-
erty taxes as the primary revenue source for local
highway funding.

a) Property Taxes.

Prior to the Great Depression, property taxes were the
most common means of funding local highway con-
struction and maintenance.  The Great Depression re-
sulted in a decline in the assessed valuation of taxable
property, the adoption of the 15-mill property tax rate
limitation in 1932, and a large volume of property tax
delinquencies.  The Horton Act was adopted to ease
the road funding burden on the property tax.  As a re-
sult of the Horton Act, allocations from state motor
vehicle taxes replaced township and county property
taxes for road improvement, maintenance, or debt
service, which were practically eliminated (See Chart
18 on page 64).

Property taxes are used as a revenue source for trans-
portation by counties, cities, villages, and townships.
The ability to levy property taxes for road improve-
ment purposes is diminished by the use of property
tax levies for school operating purposes, as well as
other local government purposes.  Some local gov-
ernments levy property taxes specifically for highway
funding.  Others use general fund revenues resulting
from the regular operating millage.  Money from
property taxes and special assessments specifically
authorized for road improvements comprised about
10 percent of money in county road funds and about
15 percent of locally raised funds in municipalities in
1994 (see Tables 6 and 7).

Five counties in Michigan have dedicated millages for
road purposes, as do numerous cities, villages, and
townships.

I
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1) County Property Taxes.

County road commissions do not have taxing author-
ity.  They are dependent upon the county commis-
sioners and townships to raise revenues for transpor-
tation purposes on their behalf.     The county board
of commissioners may set a tax rate based on a rec-
ommendation of the county road commission.  If the
board of commissioners sets a tax rate other than that
recommended by the road commission, it may also
allow or reject any or all of the projects for the sec-
tions of roads submitted for consideration.

Article VII, Section 16, of the 1963 Constitution states
that, �. . . the ad-valorem property tax imposed for
road purposes by any county shall not exceed in any
year one-half of one percent of the assessed valuation
for the preceding year� (a maximum of five mills).

County highway taxes are subject to the 15 and 50 mill
property tax limitations provided for in the Michigan
Constitution. Unless otherwise agreed to by the town-
ships, cities, and villages, these taxes are disbursed
among the cities, villages, and county based on a for-
mula that takes into account property valuations and

the street mileage within each governmental unit.

2) Township Property Tax Levies.

Over 70 percent of the county road system is local ac-

cess roads.  These were township roads until the 1931

McNitt Act merged them into the county road sys-

tems.  While the care for these roads is provided by

county road commissions, townships are still ex-

pected to contribute to the funding of this effort.

Over 1,000 of the 1,242 townships in Michigan levied
property tax millage for road purposes in 1994 (See
Table 8).  These levies yielded over $52.6 million, the
third largest revenue source for county road commis-
sions.  Note that information from some fairly major
counties in Table 8 were not available.

3) City and Village Property Taxes.

Municipal revenues reported strictly as property tax
revenues tend to reflect dedicated millages for streets.
For cities, villages, and townships, the procedures and
laws affecting the use of property taxes for transporta-
tion purposes are the same as for most other purposes.

Table 6

County Road Commission Revenue Sources for Highway Funding in Michigan -- 1994
(thousands of dollars)

Revenues & Transfers Amount Percent

Transfers from an Outside Unit:

Michigan Transportation Fund (Act 51) $ 445,258.3 65.3%

Transportation Economic Development Fund 33,671.5 4.9%

State Critical Bridge 10,598.2 1.6%

Federal Aid 88,365.5 13.0%

Taxes, Licenses, & Permits

County Wide Millage 6,883.9 1.0%

Other 30.6 0.0%

Licenses & Permits 4,824.8 0.7%

Contributions from Local Units

County Appropriation 3,065.5 0.4%

Township Contribution 53,605.1 7.9%

City & Village 11,526.5 1.7%

Other 3,842.7 0.6%

Other Revenues:

Special Assessments 3,707.9 0.5%

Interest 6,364.8 0.9%

Bond & Note Proceeds 9,954.0 1.5%

Other      30,400.0 4.3%

TOTAL REVENUES $ 712,099.3

Source: Michigan Department of Transportation, Statements of Receipts of County Road Funds as submitted by the County Road Commissions: CRC

Calculations.
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4) Property Tax Problems.

Prior to 1994, property taxes were heavily depended
on to finance many functions of local government.
Proposal A of 1994 and the legislative changes that
became effective with its passage changed the school
financing system from a local to a state funded sys-
tem.  The process that resulted in Proposal A was ini-
tiated as an effort to provide property tax relief.

The resulting changes provide greater ability to use
property taxes for government functions other than
schools.  Among these functions is road improvement.
However, many people assumed that approving Pro-
posal A would not result in replacing school operating
millages with millages for other purposes, at the same
time state taxes are increased to fund schools.

Additionally, some counties do not have an extensive
tax base to benefit from property taxes.  The agricul-
tural nature of parts of Michigan means that much of
the property tax burden for roads would fall on a few

property owners.  This problem is compounded by
large portions of some counties in the upper Lower
Peninsula and in the Upper Peninsula being owned by
the state and federal governments.  With these proper-
ties removed from the tax base, a larger burden falls on
those parts of these counties that are privately owned.

b) Special Assessments.

Special assessments are a means of financing construc-
tion and maintenance projects commonly used by lo-
cal governments.  Creation of a special assessment dis-
trict allows a governmental body to apportion the
costs of road improvements among the benefiting
property owners.  This includes properties that are
either adjacent to or in close proximity to the im-
proved road and will derive direct benefits from the
road improvement.

Special assessments are levied on the basis of pro-
portionate front footage or land area of the proper-
ties, as opposed to the value of the property  used  for

Table 7
City and Village Revenue Sources for Highway Funding in Michigan -- 1994

(thousands of dollars)

Revenues & Transfers Amount Percent

Transfers from an Outside Unit:
Michigan Transportation Fund (Act 51) $247,115.9 55.3%
Transportation Economic Development Fund 3,242.2 0.7%
State Funds -- Other 2,482.8 0.6%
Federal Aid 30,894.5 6.9%
Grants from Counties 1,257.9 0.3%
Contributions from Adjacent Municipalities 253.1 0.1%

Funds for Maintenance of Roads of Another Unit:
State Trunkline Maintenance 8,878.7 2.0%
Maintenance of County Road 549.0 0.1%
Maintenance in Adjacent Municipalities 253.0 0.1%

Internal Transfers:
General Fund 30,109.5 6.7%
Municipal Street Fund 7,900.4 1.8%
Capital Improvement Fund 37,272.1 8.3%

Other Revenues:
Tax Levies 12,115.4 2.7%
Special Assessments 1,703.7 0.4%
Excess Debt Retirement 115.7 0.0%
Interest 7,666.3 1.7%
Bond Construction Fund 20,783.0 4.6%
Miscellaneous & Other     34,393.0 7.7%

TOTAL REVENUES $446,986.1

Source: Michigan Department of Transportation, 1994 Cities and Villages Summary Report of Revenues and Expenditures: CRC Calculations.



Table 8

Township Contributions To County Road Funds -- 1994
Number Total

Number of Contributing Township MTF Township

County          Townships            to Road Funding           Contributions         Revenue           Percent

Alcona 11 4 $316,259 $1,748,409 18.1%
Alger 8 4 25,506 1,488,692 1.7%
Allegan 24 24 3,068,321 5,538,411 55.4%
Alpena 8 8 152,291 2,374,045 6.4%
Antrim                   15                                  7                               311,672             2,305,978              13.5%

Arenac 12 11 126,378 1,760,794 7.2%
Baraga 5 4 62,364 1,470,764 4.2%
Barry 16 16 758,686 3,245,764 23.4%
Bay 14 14 797,060 5,895,590 13.5%
Benzie                     12                                12                                 67,861             1,698,148                4.0%

Berrien 22 22 532,778 7,862,135 6.8%
Branch 16 16 437,592 2,997,310 14.6%
Calhoun 19 7 6,673 6,212,589 0.1%
Cass 15 15 579,240 3,192,561 18.1%
Charlevoix              15                                  5                               154,886             2,119,173                7.3%

Cheboygan 19 16 421,473 2,656,057 15.9%
Chippewa 16 14 592,477 3,147,879 18.8%
Clare 16 7 449,517 2,575,681 17.5%
Clinton 16 16 856,825 3,965,702 21.6%
Crawford                  6                                  2                                 23,084             1,728,800                1.3%

Delta 14 10 128,485 2,840,724 4.5%
Dickinson 7 5 189,465 2,023,542 9.4%
Eaton 16 16 1,648,332 5,768,852 28.6%
Emmet 16 12 269,439 2,454,173 11.0%
Genesee                  17                                17                            2,460,581           17,122,358              14.4%

Gladwin 15 15 803,347 2,248,869 35.7%
Gogebic 6 6 152,587 1,823,425 8.4%
Grand Traverse 13 8 341,673 4,339,210 7.9%
Gratiot 16 16 564,588 3,113,936 18.1%
Hillsdale                 18                                18                               389,202             3,169,711              12.3%

Houghton 14 10 326,441 2,723,788 12.0%
Huron 28 27 2,099,421 3,561,555 58.9%
Ingham 16 16 653,170 10,165,840 6.4%
Ionia 16 16 810,821 3,339,194 24.3%
Iosco                       11                                   9                               205,826             2,591,448                7.9%

Iron 7 6 151,376 1,651,609 9.2%
Isabella 16 16 336,865 3,488,534 9.7%
Jackson 19 16 437,525 7,881,400 5.6%
Kalamazoo 15 14 979,775 9,267,671 10.6%
Kalkaska                 12                                  4                               155,064             2,321,654                6.7%

Number Total

Number of Contributing Township MTF Township

County                    Townships            to Road Funding           Contributions         Revenue         Percent

Kent 21 21 $1,332,092 $20,435,015 6.5%
Keweenaw 5 1 10,506 839,896 1.3%
Lake 15 15 136,609 1,957,104 7.0%
Lapeer 18 18 2,222,243 4,570,116 48.6%
Leelanau                           11                                   8                                 93,028             1,900,709              4.9%

Lenawee 22 22 1,720,713 5,113,429 33.7%
Livingston 16 10 105,907 6,887,140 1.5%
Luce 4 3 173,814 1,257,318  13.8%
Mackinac 11 10 237,398 1,639,829 14.5%
Macomb                            12                           N/A                                   N/A           25,263,286            N/A

Manistee 14 8 189,674 2,577,614 7.4%
Marquette 19 15 378,357 4,215,867 9.0%
Mason 15 14 318,146 2,505,143 12.7%
Mecosta 16 13 337,930 2,796,787 12.1%
Menominee                       14                                14                               149,660             2,586,460              5.8%

Midland 16 16 204,289 3,816,011 5.4%
Missaukee 15 11 438,925 2,016,013 21.8%
Monroe 15 N/A 1,596,206 6,989,027 22.8%
Montcalm 20 20 1,064,137 3,838,780 27.7%
Montmorency                    8                                  7                                 68,222             1,598,835              4.3%

Muskegon 16 14 323,960 6,573,379 4.9%
Newaygo 24 16 349,720 3,449,298 10.1%
Oakland 21 N/A 1,256,509 42,023,062 3.0%
Oceana 16 16 477,123 2,593,586 18.4%
Ogemaw                           14                                14                               422,763             2,137,411            19.8%

Ontonagon 11 8 72,972 1,635,854 4.5%
Osceola 16 11 185,571 2,411,982 7.7%
Oscoda 6 3 21,792 1,638,852 1.3%
Otsego 9 8 221,139 2,317,950 9.5%
Ottawa                              17                                17                            3,095,308             9,873,533            31.3%

Presque Isle 14 12 142,750 1,910,839 7.5%
Roscommon 11 8 208,055 2,246,355 9.3%
Saginaw 27 26 1,067,186 9,995,533 10.7%
St. Clair 26 26 863,085 3,876,026 22.3%
St. Joseph                            8                                  4                               308,721             1,336,301            23.1%

Sanilac 16 16 1,377,171 3,881,203 35.5%
Schoolcraft 23 23 1,808,435 7,321,146 24.7%
Shiawassee 16 11 457,120 3,402,511 13.4%
Tuscola 23 22 1,622,847 4,044,561 40.1%
Van Buren                        18                                18                            1,671,450             3,950,632            42.3%

Washtenaw 20 20 2,681,933 10,968,319 24.5%
Wayne 10 N/A 277,343 53,069,899 0.5%
Wexford                            16                                  3                                 29,935             2,643,349              1.1%

Total 1,242 1,003 $52,565,670 $441,987,935 11.9%

MTF is the Michigan Transportation Fund

N/A -- indicates that the information was not available.

Source: Michigan Township Association, in-house survey.
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property taxes.  Special assessments are levied only
upon land and premises, as opposed to property taxes
which also tax real property.  They may be initiated
by petition of the affected property owners or by the
local unit of government.  Special assessments are not

subject to the constitutional tax limitations on general
ad valorem property taxes.  Once approved, road im-
provements can be expedited by selling tax anticipa-
tion bonds repayable from future special assessment
collections.

D. Additional Highway Revenue Options

hree additional revenue options for highway
funding have been discussed recently.  One op-

tion would affect state trunkline roads -- toll roads --
and two options would provide local option highway-
user taxes for local governments to raise local reve-
nues -- local registration taxes and local gas taxes.

1. Toll Roads

Theoretically, toll roads could be authorized in
Michigan. It would be unrealistic to expect that they
would solve the state�s transportation revenue prob-
lems.  Toll roads are most viable where exclusion is
possible -- such as interstates.  (Although federal re-
strictions would make it difficult to turn existing in-
terstates into toll roads.)  Interstates, freeways, and
expressways comprise only six percent of the Michi-
gan highway system, and not all of this mileage would
be well suited for toll roads.

Toll roads tend to be attractive to highway-users be-
cause they provide the most direct access to certain
locations with smaller traffic volumes. An unintended
consequence of toll roads can be greater wear and tear
on roads running parallel to toll roads.  These roads
usually end up with greater traffic volumes because
some highway users will not wish to pay the tolls.
Thus, while it is possible that toll road revenues could
free up additional funding for local government allo-
cation, it is unlikely that these additional revenues
will be enough to solve the existing and new prob-
lems experienced on the rest of the highway system.

Toll road revenues play a minor role in highway
funding in states with toll roads.  For example, New
Jersey, which relies fairly heavily on toll road reve-
nues, receives only 17 percent of its revenues for state
administered highways from tolls.  When toll roads
are instituted, it is expected that those roads will be-
come self supporting.  It is not expected that the toll
roads will become a revenue source, subsidizing other
roads.

2. Local Registration Fees

Public Act 237 of 1987, the Local Road Improvement
and Operations Revenue Act, granted counties
authority to impose local registration fees up to $25,
upon approval of a majority of the electors voting on
the issue.  (See Oakland County Vehicle Registration
Fee Ballot Issue, Council Comments No. 975).  This
law was repealed by sunset in 1992.  No county was
able to gain voter authorization to collect local regis-
tration fees.  Voters in six counties -- Alpena, Eaton,
Monroe, Montcalm, Oakland, and Tuscola -- defeated
proposals to impose annual $25 registration fees.  No
county requested voter authority to impose a local
registration fee of less than $25 per year.

Local registration taxes, especially when they are lev-
ied at a flat rate for all types of vehicles, do not reflect
highway use, the damage done to the road surface, or
the fact that highway users from throughout the state
travel on that community's roads.

3. Local Motor-Fuel Taxes

Local motor-fuel taxes are a potential revenue source
that would alleviate pressures on state-collected taxes,
and would allow local governments, or regions of the
state, to raise revenues from highway users.  A major
advantage of such a system is that revenue yield
would be highly correlated with use of the roads and
the needs of the communities.  However, there are
potential problems that would have to be overcome if
local motor-fuel taxes are authorized.

a) Collection Problems.

One problem is that motor-fuel taxes currently are
collected from motor fuel distributors.  The cost of
the tax is passed on to gas stations, who in turn pass it
on to customers.  This system was established to cre-
ate administrative efficiencies in tax collections and to
reduce the potential for tax evasion.  Local motor-fuel
taxes would either have to be collected at the gas sta-
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tions or new reporting requirements would have to be
placed on distributors.  Any system with local collec-
tion and reporting, and therefore a larger number of
taxpayers, increases the potential for tax evasion.

b) Voter Approval Requirements for Local Taxes.

If local highway-user taxes are authorized, local gov-
ernments would need voter approval before levying a
new tax.  Article IX, Section 31, of the Michigan
Constitution requires voter approval for local govern-
ments to impose new taxes or to increase the rate of
an existing tax.

c) Who Wants To Go First?

If these taxes were authorized at the city and village
level, it is possible that few municipalities would will-
ingly be the first to levy these higher taxes, unless
they thought neighboring communities would also be

receptive to these higher taxes.  Some fear that creat-
ing a tax differential in the price of fuel would lead
consumers to travel to those communities without
these additional taxes to purchase fuel.  The potential
exists that local motor-fuel taxes, levied only in one
community, could adversely affect gas stations in that
community.

d) An Alternative -- A Regional Tax.

One alternative that might overcome these potential
problems is to allow local taxes to be levied on a re-
gional basis.  Regions as small as a county or as large as
multi-county areas could be authorized to levy these
taxes.  One method of defining a multi-county area
could be to use the federally-defined metropolitan
planning areas or transportation management areas in
urban parts of the state, and the Rural ISTEA Task
Force areas in rural parts of the state (See Figure 2 ).

Figure 2
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The characteristics of the local governments and the
roads in these areas are generally similar enough that a
common objective could be served if these governmen-
tal units united to levy local motor-fuel taxes.  Levying
taxes on a regional basis, rather than within each mu-
nicipality, would reduce disparities in the tax base, cre-

ate economies of scale in administering and collecting
the tax, and reduce the potential for consumers to shop
by community in search of lower tax rates.  Addition-
ally, local motor-fuel taxes would alleviate some of the
disparities in allocation of the Michigan Transporta-
tion Fund.

E. Conclusions:  Taxes

1. State Taxes

A strong case can be made that additional revenues

are needed for highways.  Motor-fuel taxes or motor-

vehicle registration taxes are the only state tax sources

available that raise revenues sufficient to meet current

highway needs.  Motor-vehicle registration taxes bear

much less relationship to highway use.  Therefore,

motor-fuel taxes should continue as the primary state-

collected highway funding source.  Additionally, poli-

cymakers should not feel precluded from using non-

highway-user taxes for highway purposes.

2. Local Taxes

Local government needs and government account-

ability are met to a greater degree when local revenues

play a significant role in funding local roads.  The

taxes that could raise significant revenues to meet lo-

cal highway needs are property taxes, special assess-

ments, and regional motor-fuel taxes.  While these

taxes have their problems, they have the greatest con-

nection to highway use and the benefits derived from

a strong highway system.  These local taxes should be

explored to provide more local highway revenues.

Should state policymakers decide not to grant authoriza-

tion for local highway-user taxes, Michigan must move

forward with state-collected highway-user taxes allocated

to local governments to fund some proportion of the

cost of local road construction and maintenance.
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III. Are Additional Revenues the Entire Answer?

t is clear that increased revenues could be put to

productive use in the Michigan highway system.

Accordingly, much of the debate on this issue has

concerned not whether revenues should be increased,

but instead, 1) the magnitude of any increase in state

revenues, and 2) the allocation of that increase to ei-

ther the state or its local units.

Equally important, however, are the questions of

whether increased revenues would be efficiently spent

and whether the current local responsibility for fund-

ing road construction and maintenance is adequate.

Unless the system is restructured both financially and

administratively, it is very likely that any additional

dollars will be inefficiently allocated and will purchase

a lower level of highway services than they should.

The remainder of this report will concentrate on five

areas in which changes could be made in order to

make the most of transportation revenues:

1. Jurisdictional Control.  The jurisdictional respon-

sibilities for roads in Michigan were initially deter-

mined in or before the 1930s and have received little

alteration since then.  Roads that were once links in

interstate travel may now serve largely local purposes,

yet they continue to be maintained by the state,

which may not be receptive to local wishes regarding

their future disposition.  Proper alignment of jurisdic-

tional control and road functions would help to as-

sure greater accountability in the construction and

maintenance of roads in Michigan.

2. Priority Determinations.  State law calls for a

highway needs assessment every four years.  The last

needs assessment was carried out in 1983.  As a conse-

quence, the state has no systematic structure for pri-

oritizing construction or maintenance projects or de-

termining how needs relate to jurisdictional control.

If projects are carried out that should be of lower pri-

ority than some that are not, inefficiency will occur.

3. Physical Structure.  The climate and soil structure

in Michigan are conducive to premature break-up of

the road structures.  Moreover, highways constructed

and maintained elsewhere (such as Germany and Ja-

pan) have been built to higher standards and have

been found to last much longer.  It is argued that

Michigan taxpayers would be unwilling to pay the up-

front costs of constructing highways that would last

significantly longer and be cheaper in the long run.

This is an unanalyzed assumption and a serious ex-

amination of the possibilities of constructing roads to

higher standards should be undertaken before signifi-

cant rebuilding of the current system takes place.

 In addition, incentives built into highway finance

over the years have resulted in a lower level of main-

tenance than is desirable to retard the deterioration of

roads and bridges.  Because new highway construction

in Michigan is much less significant than it once was,

maintenance can now receive greater emphasis.

4. Administrative Efficiency.  Although some priva-

tization and intergovernmental cooperation have

taken place, there are opportunities to achieve greater

efficiency and to reduce overlap and duplication

through further pursuit of these approaches.

5. Highway Funding Allocation.  State distribution of

highway revenues to local governments is based pri-

marily on motor vehicle registrations and highway

mileage.  The result is that a little-used road in a rural

area counts just as much as a heavily used urban road

in determining the allocation of highway dollars.  Un-

less the formula is changed to reflect highway usage,

dollars will continue to be maldistributed and result

in unnecessarily high expenditures statewide in order

to meet the needs of heavily used roads.

While some level of increase in highway revenues can

be defended, it is certainly less easy than it would be if

these five issues were adequately addressed.  Their

magnitude provides a strong justification for a phase-

in of any tax increase and a means of reassessing that

increase in light of future restructuring of the admini-

stration and finance of highway construction and

maintenance in Michigan.

I
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IV. Jurisdictional Control

he following was written by the Michigan De-

partment of State Highways in 1967 in discussing

how the Michigan highway system had failed to ad-

just to changes in use:

Highway classification is an essential element in

highway administration because it provides a

framework for projection of needs, construction,

and financing at each level of government.  After

the state, county and municipal road and street

systems are determined by classification, studies

are conducted to determine the administrative,

maintenance, and construction needs, both physi-

cal and financial, of each system.  Using the finan-

cial needs of each system as guidelines, the State

Legislature can then make whatever fiscal adjust-

ments are necessary for sound highway financing.

Jurisdictional control remains as essential to highway

administration today as it was in 1967.  Yet while

highway use and the factors that affect functional clas-

sification have changed, jurisdictional control largely

has remained unchanged.

Two elements constitute the organization of a highway

system: 1) functional classification -- what purpose the

road serves, and 2) jurisdictional control -- what type of

governmental unit is responsible for construction and

maintenance of the road.

Functional classification is the starting point for deter-

mining jurisdictional control. Each classification -- inter-

state, arterial route, collector route, and local access

road -- is built to different specifications and has differ-

ent maintenance needs.  Each classification serves differ-

ent purposes, carries different types of vehicles, and

provides varying degrees of property access.  As such,

each classification requires a different level of financing.

Roads in urban areas are constructed and maintained dif-

ferently than roads in rural areas due to differences in

use and characteristics.  In large part, functional classifi-

cation is determined by the highway users, but policy-

makers also play a role in its determination -- in deter-

mining the specifications to which each road is

constructed.  Thus, while functional classification is the

starting point for determining jurisdictional control, is-

sues such as population density, the location of each

road relative to other types of roads, and the use of each

road, also affect jurisdictional control.

As the determining factors for functional classifica-

tion change, as is prone to happen over time, the ju-

risdictional control of each road should be revisited

and changed if necessary.  Again, quoting the 1967 re-

port from the Department of State Highways:

Continuing review is axiomatic to the highway

classification process and is fundamental to its

theory. To ignore review is to assume that con-

ditions which directly influence highway classi-

fications remain static.  The process of review

and updating should encompass not only physical

changes in the criteria used to evaluate the juris-

dictional status of our road network but also the

methods employed in such classification.

In many ways, highway organization can be consid-

ered the weakest link in the Michigan highway sys-

tem. Jurisdictional control and the governance struc-

tures of the governmental units involved in the care

of the highway system in the 1990s reflects a 1930s�

model of Michigan.

Because the organization of the Michigan highway

system has not changed, it has failed to maintain suffi-

cient rationality, consistency, and stability in highway

planning, financing, and governance.  Rationality

would dictate that there be a logical assignment of ju-

risdiction to the proper level of government based on

the nature of the services each road provides.  Consis-

tency would dictate that the logic applied in assigning

jurisdiction to one road be clearly laid out and uni-

formly applied in assigning jurisdiction to all other

roads of like character.  Stability would dictate that

the factors used to apply jurisdictional control remain

unchanged over time.    If these factors are applied in

organizing the highway system, the organization

should be acceptable to all levels of government and

easily understood by all highway users.

T
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A. How Michigan Has Changed

ichigan has undergone a great deal of change
relative to the factors that determine the organi-

zation of the highway system ways, including popula-
tion growth and urban sprawl.  State and county gov-
ernment have changed in many.  Finally, highway use
has undergone major changes.

1. Population Growth

Over the past century, the population of Michigan
has grown from approximately 2 million to about 9.6
million people.  A century ago, when the Michigan
highway system was in its infancy, only 35 percent of
the population resided in urban areas.  By 1950, over

70 percent of the state population resided in urban ar-
eas.  While the urban population has remained about
70 percent of the total population, the state popula-
tion has grown 46 percent since 1950  (See Chart 15 ).
This growth has come through urban sprawl.  These
changes should affect jurisdictional control as well as
the sources of funding for road mileage within these
urban areas.

2. Urban Sprawl

As an area�s population grows, the tendency is for citi-
zens to organize local governments to provide a greater
number of services.  Since 1930, 216 local units of gov-

M
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Chart 16
Land Area of Incorporated Governmental Units in Michigan by Decade of Incorporation
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ernment in Michigan have incorporated, 124 of which
have been charter townships.  In 1930, about 1,500
square miles (less than three percent of the total state
land area of 56,809 square miles) were part of a city or
village.  By 1990, the total land encompassed by cities,
villages, or charter townships had increased to 6,073
square miles (11 percent).  Chart 16 illustrates how
much more land area in Michigan has come to lie within
incorporated areas.  (Not all land area was initially in-
corporated in each of these decades.  Some land area be-
came incorporated due to annexation.  However, this
chart approximates as near as possible the trend that has
occurred in Michigan.)

3. Highway Use

Use of the highway system has also changed.  Devel-
opment of the interstate highway system, with urban
freeways and expressways, is a recent phenomenon.

This development has shifted traffic away from arte-
rial routes that were previously used for long distance
travel and has enabled a greater degree of urban
sprawl.  State trunkline use has evolved from facilitat-
ing commerce and enabling travel between population
centers, to providing a means for workers to travel to
places of employment.  These changes have had im-
plications on all facets of the highway system.

Additionally, the types of vehicles using the highways

have changed.  Businesses� dependence on railroads has

declined and been replaced with a greater dependence

on long-haul truck shipping.  Moreover, automobiles

have become lighter and fuel economy has improved.

More families have more than one automobile.  In ad-

dition to affecting functional classification, these

changes affect highway finance.

B. Jurisdictional Control Has Remained Unchanged

hile all of these changes have been occurring,
organization of the system has changed very lit-

tle.  The roads over which the state, county road
commissions, and municipalities had jurisdiction 60
years ago, following implementation of the McNitt
Act, for the most part, continue to fall under the ju-
risdiction of these same units of government.

1. Roads No Longer Serving the Same Purposes

Examples can be found throughout the state, at all
levels of government, where the purpose and use of a
section of road has changed to such an extent that the
governmental body with jurisdiction over that section
of road is no longer the body best suited to care for
that road.

a) The State Trunkline System.

Interstates, freeways, and expressways account for
only 15 percent of the state trunkline system.  The
balance of the mileage is arterial routes and collector
routes.  Many instances can be found of arterial and
collector routes under state jurisdiction serving much
the same purpose as the county or municipal roads
running parallel or intersecting them.

Prior to the advent of the interstate system, the state
trunkline system consisted of arterial routes connect-
ing major population centers.  With the evolution of
the interstates, these arterial routes have taken on a

secondary purpose in terms of long distance travel.
They have come to serve traffic that is primarily re-
gional, often providing access to private property.

The Michigan Department of Transportation has identi-
fied over 267 miles (2.8 percent of the current state
trunkline system) of potential �turn-back mileage� --
roads under state control that should be returned to
county or municipal control.  A re-examination of the
role some roads serve in the state system could lead to a
much more extensive list.  For instance, Grand River
Avenue was once the primary route for traveling be-
tween Detroit and Lansing or Grand Rapids.  Now I-96
is the primary route and Grand River serves local and
regional traffic.  Michigan Avenue was once the primary
route between Detroit and Chicago.  Now I-94 serves
that purpose.  M-37, M-66, and M-52 were once primary
north-south routes.  Now US-131, US-27, and I-75 are
the primary north-south routes.  Many other examples
can be identified where the need to have certain roads
under state jurisdiction no longer exists.

b) Urban Counties.

Often the role that functional classification plays in
determining the jurisdictional control of a road is
complicated by the urban or rural nature of the road.
Basic differences in highway use and highway charac-
teristics stem from the fact that urban areas com-
monly have a higher density of buildings and popula-
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tion than rural areas.  While most rural road systems
exist in open spaces, urban systems tend to have few
open spaces.  While rural road systems tend not to
have many curbs and have few driveways, urban road
systems tend to have curbs and frequent driveways.
While most urban roads are paved, rural areas often
are adequately served with gravel roads.  Finally, the
typical users of rural roads often are different from
the typical users of urban roads.  Rural roads carry
more agriculture-related vehicles, while urban roads
carry more service, delivery, and commuter vehicles.

These differences have implications for the equipment,
method of care, and staffing requirements placed on
the governmental units maintaining the different road
types.  Urban characteristics require road care equip-
ment to be smaller and more maneuverable than the
equipment used in rural areas.  With higher traffic vol-
umes and more intersections requiring more frequent
stopping and starting, it is necessary to embark on
more intensive winter storm maintenance in urban ar-
eas.  In the majority of the counties, these differences
are evident in comparing the larger vehicles used by
county road commissions, which typically have juris-
diction over non-urban areas, to the smaller vehicles
used by municipal public works departments.

The exceptions to these observations are county road
commissions that maintain urban county road systems.
The original role of county road commissions was to
provide roads in low-density, unincorporated areas,
where a municipality was not available to provide
them.  As municipalities have incorporated in areas
that were once the low-density and unincorporated,
urban county road commissions have continued to
maintain the roads that once were properly county
roads.  Jurisdictional control has not changed to reflect
this growth and incorporation.  County roads have
come to serve the same purposes, and carry much of
the same traffic, as the municipal streets intersecting
them.  Failure to adapt to change has resulted in
county road commissions and municipalities both in-
vesting in similar equipment to maintain roads of like
characteristics.

Table 9 lists the 19 Michigan counties that have at
least 10 percent of their county road systems running
through urban areas.  As defined by the U.S. Bureau
of the Census, urban areas are areas with at least
50,000 persons and a population density of at least

1,000 persons per square mile.  The county road
commissions serving the most urban counties of the
state have a large percentage of their primary county
roads serving much the same purpose as municipal
streets.  Further, a large percentage of local access
streets in these counties continues to be maintained
by county road commissions.

Additionally, there have been instances in recent
years, of cities and villages undertaking the improve-
ment of county roads with municipal resources.  This
has become necessary because the urban county road
commissions do not have sufficient resources to meet
all of their needs.  If county roads are important
enough to the municipalities that they would spend
their own resources to improve them, they should be
under municipal jurisdiction.  If jurisdictional control
were addressed, having municipalities spend money to
improve county roads would not be an issue, and
county road commissions would have resources avail-
able to care for roads that properly fall within their
jurisdiction.

Municipalities should be expected to have jurisdiction
over urban arterial, collector and local access roads.
County road commissions should be expected to care
for rural roads.  Elimination of overlap would reduce
duplication and reduce what many perceive as inequities
in the allotment of Michigan Transportation Fund dol-
lars among urban and rural county road commissions.

2. Should Townships Control Their Own Roads?

The composition of county road systems continues to
reflect the effects that the Great Depression had on lo-
cal road funding.  An inability to finance road care
forced townships to transfer jurisdiction to the coun-
ties.  To this day, a majority of the county road system
is local access roads that were once township roads.

Many townships levy a road millage to fund care of
these roads (See Table 8 on page 32).  In some coun-
ties, every township levies this millage, but in other
counties, only a few townships levy a road millage.
This creates an inequitable situation in which the
county road commission is expected to maintain all
local roads to a uniform standard, without full finan-
cial participation from the townships.  Regardless of
the number of townships raising local millage, the ul-
timate decision to perform work on these roads rests
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not with the township, but with the county road
commission.

This situation raises the question, "Should county
road commissions take care of local access roads?"
Does an arrangement dictated by circumstances of 60
years ago apply today?  There are two aspects to this
question: 1) should all townships, charter and general
law, have responsibility for local roads? and 2) should
charter townships have responsibility for roads equal
to that required of cities and villages?

a) Townships.

A number of issues have been raised about the re-
sponsiveness and accountability of county road com-
missions.  Often these issues regard local access roads,
because they are 70 percent of the county road sys-
tem.  The problems arise from expecting county road
commissions, an inherently regional body, to be re-
sponsive to local needs.  In instances where county

road commissions have poor relationships with town-
ships, the townships often object to having revenue-
raising requirements without having input on how
the money is spent.  Because townships have zoning
responsibilities, coordination of zoning plans with
road plans would be simplified if the townships con-
trolled their roads.  One possible remedy to these
complaints is not to eliminate county road commis-
sions, with the expectation that county government
will be more responsive, but to return local roads to
township jurisdiction.  This would return county
road commissions to the purpose for which they were
intended: care of roads serving county-wide purposes.

Townships can play a role in highway care under cur-
rent law.  Act 51 provides that in counties with popu-
lations over 500,000 people, townships with popula-
tions of 40,000 or more may contract with the county
road commissions to maintain the roads within that
township.  The contracting township is eligible to re-

Table 9

County Road System Miles -- 1994

(Counties With At Least Ten Percent of Total County Road Mileage in Urban Areas)

County County Urban County County Urban Urban

Primary Urban as a % of Local Urban as a % of as a % of

County                 Mileage            Primary        All Primary       Mileage              Local              All Local       Total County

Wayne 719.2 652.4 90.7% 749.7 640.7 85.5% 88.0%

Macomb 407.7 280.8 68.9% 979.3 628.5 64.2% 65.6%

Oakland 821.4 551.8 67.2% 1,670.0 1,067.5 63.9% 65.0%

Genesee 474.1 274.1 57.8% 1,068.0 576.0 53.9% 55.1%

Kent                         664.8                237.0                  35.6%           1,242.5                404.1                  32.5%                   33.6%

Ottawa 372.3 100.5 27.0% 1,174.3 413.4 35.2% 33.2%

Kalamazoo 436.0 126.6 29.0% 751.9 223.8 29.8% 29.5%

Ingham 428.6 113.1 26.4% 773.8 235.3 30.4% 29.0%

Washtenaw 519.4 135.0 26.0% 1,007.8 298.6 29.6% 28.4%

Berrien                     474.0                  76.0                  16.0%              985.7                251.4                  25.5%                   22.4%

Saginaw 480.8 95.5 19.9% 1,339.6 299.8 22.4% 21.7%

Jackson 540.5 94.3 17.4% 1,023.3 240.2 23.5% 21.4%

Bay 357.1 81.1 22.7% 665.3 116.1 17.5% 19.3%

Muskegon 371.4 60.9 16.4% 750.1 152.1 20.3% 19.0%

Monroe                    430.3                  75.6                  17.6%              872.7                170.5                  19.5%                   18.9%

Eaton 356.3 60.2 16.9% 786.4 113.3 14.4% 15.2%

Calhoun 498.1 57.9 11.6% 834.3 138.4 16.6% 14.7%

St. Clair 466.8 53.5 11.5% 1,032.3 148.3 14.4% 13.5%

Livingston                364.9                  39.1                  10.7%              915.4                104.0                  11.4%                   11.2%

All 83 Counties 26,322.2 3,499.2 13.3% 62,555.4 7,424.9 11.9% 11.7%

Source: Michigan Department of Transportation, CRC calculations.
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ceive only 75 percent of the funds received by the
county road commission due to the roads in that
township.  State law would have to be amended to
provide for townships -- whether general law or char-
ter townships -- to gain jurisdiction over their local
roads independent of county road commissions.

b) Charter Townships.

The growth in the number of charter townships has
resulted in many county road commissions being in-
volved in the maintenance of urban local access roads
in incorporated areas (See Table 9 ).  As illustrated in
Table 10 , most of the charter townships are located in
the more populated counties: Bay, Berrien, Clinton,
Eaton, Genesee, Ingham, Kalamazoo, Kent, Macomb,
Oakland, Ottawa, St. Clair, Washtenaw, and Wayne.

Public Act 359 of 1947, the Charter Township Act,
has allowed 124 townships to incorporate to provide

an enhanced level of services and to protect against
annexation by adjacent cities or villages.  Any general
law township with 2,000 or more residents is author-
ized to adopt the Charter Township Act and incorpo-
rate as a charter township.  The result is that while ar-
eas have grown to require a greater level of services,
township status has been maintained and road care has
remained with the county road commissions.

County road commission resources are being used to
maintain streets that appear very much the same in
character as the streets that neighboring cities and vil-
lages maintain with much more of their own re-
sources.  These municipalities compete with charter
townships for economic development and for the re-
sources of the county and state.  Charter townships
contribute resources to county road commissions, but
by relying on counties to maintain their roads, they

Table 10

Charter Townships in Michigan by County -- 1996

Allegan Dickinson Ionia Macomb Oakland St. Clair

  Gun Plain   Breitung   North Plains   Chesterfield   Bloomfield   China
Barry Eaton Iosco   Clinton   Brandon   East China
  Hastings   Delta   Au Sable   Harrison   Commerce   Fort Gratiot
  Rutland   Oneida   Oscoda   Shelby   Highland   Port Huron
Bay   Windsor Isabella Marquette   Independence Van Buren

  Bangor Genesee   Union   Chocolay   Lyon   South Haven
  Hampton   Clayton Jackson   Marquette   Milford Washtenaw

  Monitor   Fenton   Blackman Mason   Oakland   Ann Arbor
  Portsmouth   Flint Kalamazoo   Pere Marquette   Orion   Augusta
  Williams   Flushing   Comstock Mecosta   Oxford   Pittsfield
Berrien   Genesee   Cooper   Big Rapids   Royal Oak   Scio
  Benton   Grand Blanc   Kalamazoo   Green   Springfield   Superior
  Coloma   Montrose   Oshtemo Midland   Waterford   York
  Lake   Mt. Morris   Texas   Homer   West Bloomfield   Ypsilanti
  Lincoln   Mundy Kent   Larkin   White Lake Wayne

  Oronoko   Vienna   Alpine   Midland Ottawa   Brownstown
  St. Joseph Gogebic   Caledonia Monroe   Allendale   Canton
Calhoun   Ironwood   Cascade   Berlin   Georgetown   Grosse Pointe
  Bedford Grand Traverse   Gaines   Frenchtown   Grand Haven   Huron
  Emmett   Garfield   Grand Rapids   Monroe   Holland   Northville
  Pennfield Houghton   Lowell Montcalm   Jamestown   Plymouth
Chippewa   Calumet   Plainfield   Eureka   Polkton   Redford
  Kinross   Portage Leelanau Muskegon   Tallmadge   Van Buren
Clinton Ingham   Elmwood   Fruitport   Zeeland Wexford

  Bath   Delhi Lenawee   Muskegon Saginaw   Haring
  De Witt   Lansing   Madison Newaygo   Bridgeport
  Watertown   Meridian   Raisin   Sheridan   Buena Vista

  Saginaw

Source:  Michigan Township Association.
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have resources available to perform other functions that
would otherwise be needed for road care if roads were
their responsibility.

There are at least two potential remedies to this situa-
tion.  First, charter townships could be required to
become more involved in the maintenance of their
own roads.  Second, the annexation laws in Michigan
could be revisited to allow easier annexation of areas
that have grown in commerce and population to re-
quire an enhanced level of highway services.

1) Greater Involvement in Road Care.

Charter townships could be expected to play a more
active role in maintaining the streets within their
boundaries.  This ability already exists under Public
Act 359 of 1947, the Charter Township Act:

Section 10.  The township board in each char-
ter township shall have power to appoint a
township superintendent and may delegate to
him any or all of the following functions and
duties which functions and duties, unless so
delegated, shall be exercised by the supervisor:

Section 10(b).  To manage and supervise all
public improvements, works, and undertakings
of the township;

Section 10(c).  To have charge of the construc-
tion, repair, maintenance, lighting and cleaning
of streets, sidewalks, bridges, pavements, sew-
ers, and of all the public buildings or other
property belonging to the township.

The above mention provisions of Act 51 pertaining to
township control of roads would have to be amended.

This option would require charter townships to invest
in additional staff and equipment.  However, options
such as contracting might be a greater possibility for
charter townships than it is for current highway pro-
viders.  Since most charter townships would be starting
from scratch, there would not be the ingrained bu-
reaucracies and previously owned equipment that con-
fronts many local governments when considering the
privatization of street maintenance.

Such an option would bring greater accountability to
the care of roads within charter townships.  The
township supervisors, representing only that town-
ship, ultimately would be responsible for the care of
the roads within that township, rather than county
road commissioners.

2) Annexation Laws.

Many townships have become highly populated due
to spill-over from neighboring municipalities.  As sec-
tions of townships have grown in population, the
demand for services has increased.  Township resi-
dents are left with the choice of incorporation or an-
nexation to neighboring municipalities.

If annexation were made easier, it would fall upon an
annexing municipality to provide services to these ar-
eas such as road care.  Economies of scale could be
achieved in utilizing resources already owned by the
annexing municipality to serve a wider area.

C. A New Era in Jurisdictional Control.

n addition to the need for changes in jurisdictional
organization, policymakers must recognize that ju-

risdictional control carries a slightly different signifi-
cance than it once did.  During construction of the
highway system, jurisdictional control was important
for achieving continuity and uniformity.  From an
engineering standpoint, roads serving statewide or re-
gional traffic needed to be built with like physical
characteristics among different communities to pro-
vide efficient traffic flow.  From a financial stand-
point, funding was needed to construct roads to like
standards among different communities. This period
is summarized as an era when location and con-
struction were the primary determinants of jurisdic-

tional control.  During this era, jurisdictional control
tended to come under regional or state government to
meet these needs, with construction of the entire road
funded by a single governmental unit.  This is re-
flected by the role federal and state funding assumed
in highway funding.

Today, however, the highway system is leaving the era

of location and construction and entering an era of

maintenance and operational efficiency.  The Michigan

and national highway systems are largely in place, and

additions to the current system will be only incre-

mental.  Jurisdictional control is best served today with

I
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roads under the control of the governmental unit best

suited to monitor and respond to the needs of that

road.  Many roads can be transferred to a level of gov-

ernment more local than the level with current juris-

diction.  Because the roads are already in place, it is

possible to manage continuity and uniformity of the

highway system at a more local level in this new era.

D. Conclusions:  Re-Assigning Jurisdictional Control

omprehensive highway finance and governance
reform must include addressing the jurisdictional

control of each road in the highway system.  Major
changes to highway jurisdiction have not occurred
since 1932 when the McNitt Act consolidated town-
ship roads into the county road commissions.  Since
then, the factors that determine jurisdictional control
have changed in many ways.  Many roads do not serve
the same purposes today that they once did.  If there is
to be rationality, consistency, and stability in the fi-
nancing and governance of the highway system, it is
necessary to tie together functional classification and
jurisdictional control.

1. Determining Factors

The highway system will operate most effectively
when jurisdictional control is organized in a rational,
consistent, stable manner that is acceptable at all levels
of government.

a) Rational Organization.

A rationally organized highway system requires a logi-
cal assignment of jurisdiction to the proper level of
government based on the nature of the services each
road provides.  It is this factor that ties together func-
tional classification and jurisdictional control.  Funda-
mental in tying together functional classification and
jurisdictional control should be the role that each road
currently serves in the overall highway system instead
of the role they formerly played.

b) Consistent Organization.

The logic applied in assigning jurisdictional control to
one road should be clearly laid out and uniformly ap-
plied in assigning jurisdictional control to all other
roads of like character.  There should be no parallel or
overlapping patterns of responsibility.  Neither the
governing units nor the taxpayers are well served if a
road performing a particular kind of service is in one
instance a state responsibility, and in another instance a
county or municipal responsibility.

A foremost reason why consistency should be applied
in jurisdictional control is accountability.  The gov-
ernmental unit responsible for a particular road should
be as clear to highway users as it is to the engineers car-
ing for the roads.  Accountability is important in hold-
ing the governing bodies responsible for inadequacies
in road conditions and in the funding of roads.

Inconsistency in jurisdictional control is one of the
fundamental reasons for the controversy over the Act
51 distribution formula.  Because consistency is lack-
ing in the current organization of jurisdictional con-
trol, it is not clear what roads would be affected by
changing the percentage distribution to any level of
government.

It is also not clear what roads would be affected by
changes to local road taxes.  This inconsistency creates
confusion, making it illogical that some roads will be
fixed because they are city roads, while others of seem-
ingly equal purpose and importance within the mu-
nicipal boundaries will not be fixed because they are
under another level of government�s jurisdiction.

c) Stable Organization.

The factors used to organize jurisdictional control
should remain unchanged over time.  Functional us-
age and travel patterns should remain the primary de-
terminant of jurisdictional control.  Jurisdictional
control should not be based on the ability or willing-
ness of a governmental unit to fund that road.  That is
to say, changes in jurisdictional control should result
in, but never be the result of, fiscal adjustments.

d) Acceptable at All Levels.

The application of rationality, consistency, and stabil-
ity should create a system of functional classification
and jurisdictional control that is acceptable at all lev-
els of government.  If it is acceptable to all levels of
government, there is likely to be greater intergov-
ernmental cooperation.

C
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2. Re-assignment to the State vs.

Reassignment to Local Units

Thus far, this section has made the case that effective
control of most roads would be achieved best by shift-
ing jurisdictional control down to a more local level.
This might entail transferring some state roads to
county road commissions and some county roads to
municipalities.  It might include returning control of
local access roads to townships.  Another approach
might be for the state to directly assume jurisdiction
over some of the roads that are currently under local
government control.

This approach would shift all primary roads that are
not local access roads to the state�s jurisdiction.  Be-
cause this approach would address the factors of ra-
tionality, consistency, and stability in organizing ju-
risdictional control, accountability would, in one
sense, be addressed.  All primary roads would be the
responsibility of one unit of government, and it
would be clear to highway users whom to hold ac-
countable for the condition of those roads.  This
would simplify allocation of state funds among the
different levels of government and, because it would
breakdown the boundaries of local governments, it
also would create economies and efficiencies in high-
way spending.

On another level, this approach would create new
problems of accountability.  The focus of the Michi-
gan Department of Transportation in maintaining the
current state trunkline system is to facilitate traffic
flow.  Local governments tend to have a different fo-
cus in maintaining their road systems: providing ac-
cess to properties as well as facilitating traffic flow.
The state might not place as much importance on
providing access to local properties, such as providing
curbside parking on municipal streets, providing new
turn lanes for access to new development, or respond-
ing in any other ways to needs that are strictly local?

Similarly, keeping zoning responsibilities with local
governments, while highway jurisdiction is trans-
ferred to the state, creates problems of accountability.
Because road capacity affects urban development, the
state would have to play a much greater role in man-
aging economic development.  This could require lo-
cal governments to consult with the state in making
any zoning decisions that create new road funding

needs. Problems that currently exist due to this mis-
match of zoning and road care responsibilities be-
tween townships and county road commissions might
be duplicated on a much larger scale if the state had
jurisdiction over all primary roads.

3. Impediments to Change

One impediment to addressing jurisdictional control is
the issue of tort liability.  Tort liability deals with the
issue of personal injury and negligence suits being
brought against the providers of highways.  Highway
providers face large insurance costs and court settle-
ment  costs from the liability involved with accidents
on the Michigan highway system.  Without tort re-
form, any transfer in jurisdictional control of roads --
whether the issue is merging county road commissions
with county government, allowing townships to take
control of local access streets, or transferring control
from one level of government to another -- will be im-
peded by the legal liability that accompanies it.  Gov-
ernments must be prepared to finance the additional
cost of assuming control of these highway miles.  In
some cases, this additional cost may dwarf the liability
costs these units pay for the provision of other services.

Incremental changes to jurisdictional control are
made difficult by current law.  Public Act 296 of 1969
provides for the transfer of roads between levels of
government.  This process is complicated by require-
ments for the governmental unit ceding control to
continue funding maintenance of that road to provide
any renovation, repair, or reconstruction.  It must
also provide the estimated cost necessary to bring the
road up to reasonable acceptable standards.  Many
people involved with highway administration feel this
act goes too far in protecting governments from being
stuck with the financial burden involved in assuming
control of roads.

Very few miles actually are transferred under this law.
Since 1973, about 100 miles of primary or major roads
and only about six miles of local roads (less than 0.1
percent of the roads under local jurisdiction) have
been transferred from county road commissions and
municipalities to the state.

During this period, almost 200 miles of primary or
major roads and 6.5 miles of local roads (approxi-
mately two percent of the state trunkline system)
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have been �turned-back� from the state to counties
and municipalities.  The state has identified over 267
miles of potential turn-back that are not being acted
upon.

Many additional miles could be identified for transfer
with a rethinking of the proper government level for
maintaining some of the state�s arterial and collector
routes.  Determination of the exact number of miles
that should change jurisdiction should result from a
professional, comprehensive analysis of the entire
highway system.  Because the allocation of state funds
would need to be altered to reflect major changes in
jurisdictional control, an all encompassing approach
to determining jurisdictional control would be prefer-
able to a piecemeal, incremental approach.

4. Benefits of Addressing Jurisdictional Control

Jurisdictional control is perhaps the most critical link

in establishing a strong, efficiently funded highway
system.  Jurisdictional control affects all other aspects
of highway finance and governance.  Once jurisdic-
tional control is determined and agreed to at all levels
of government, it is possible to a greater extent to:

• Address the accountability of the highway providers

to highway users and to property owners;

• Arrange for a meaningful allocation of state fund-

ing among the different levels and units of govern-

ment; and

• Address economy and efficiency in the expendi-

ture of highway dollars.

Without effective jurisdictional control of the high-
way system, relying on more than one level of gov-
ernment to provide highways cannot be done in an
economical, efficient manner.
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V. Prioritizing Highway Needs

t is fairly clear that major portions of the highway
system have deteriorated, but it is impossible with-

out a system-wide needs assessment to accurately put
a price on the cost of addressing this deterioration.
State government has failed in recent years to com-
prehensively assess needs.  The state has not:

• convened a needs assessment committee since 1983;

• created a uniform ratings method for use by all
highway providers;

• audited the pavement ratings reported by local
governments; or

• independently assessed the needs of the entire
highway system.

State-collected motor-fuel taxes and vehicle registra-
tion taxes are the primary highway revenue source
not only for the state, but also for county road com-
missions and municipalities.  These revenues are allo-
cated from the Michigan Transportation Fund to each
level of government through a formula in Act 51.
This formula extends only through Fiscal Year 1998,
and will have to be amended to provide for alloca-
tions beyond that date.  However, there has not been
a statewide needs assessment to pull together needs
from the different levels of government and regions of
the state since 1984.  As a result, highway needs are
not clear relative to the different levels of government
and it is not clear what the highest priority highway
needs are at any level.

A. Current Needs Assessment Provisions

n instrument for performing a needs assessment ex-
ists under current law.  Public Act 51 of 1951 re-

quires the State Transportation Commission to maintain
a continuing study of transportation needs.  In order to
carry out these provisions, the governor was to appoint
a needs study committee -- with at least one representa-
tive from manufacturing, commerce, agriculture, tour-
ism, and labor -- and a citizens advisory committee in
1987 and every four years thereafter.  In the past, these
studies have identified deficiencies in the highway sys-
tem, identified the actions and costs necessary to address

deficiencies, and prioritized the manner in which needs
should be addressed.

A needs study has not been performed since 1983.
This provision of the law has been ignored.  Simply
stated, the problem lies in the lack of enforceability in
this law.  While the law mandates that a needs assess-
ment takes place, it does not provide a means of re-
course should a needs assessment not be conducted.

The Governor recently issued Executive Order No.
1997-6, which transferred the responsibilities of this
needs study committee to the State Transportation
Commission.

B. The Problem

here are 83 counties, 271 cities, and 263 incorpo-
rated villages in Michigan, all operating independ-

ently in the assessment of highway needs.  Every gov-
ernmental unit assesses the conditions of roads and
bridges within its jurisdiction and prioritizes the fund-
ing needs of these roads for their own purposes.  But
there is not a uniform methodology for judging road
and bridge conditions across units or levels of gov-
ernment.  While each governmental unit uses profes-
sional standards, the implementation of these stan-
dards, the needs assessment methodology, and final
use of road condition measures varies among highway
providers.

An additional complication is the perception of a paro-

chial bias, which  causes an inability to view local needs
in the context of an overall, statewide highway system.
The result is perceived as a system with incentives for
each governmental unit to create a �wish list� of funding
needs.  Each governmental unit is aware of these incen-
tives to exaggerate needs, knows of the lack of uniform-
ity in measuring needs, and tends to view the reported
needs of the other governmental units as inflated.  This
system has created distrust and competitiveness among
units and levels of government.

Finally, because there are no statutory provisions to
prioritize roads according to their functional classifi-
cation and contribution to the overall system for the
purpose of assessing needs, all roads are given equal

I
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importance.  The needs of a rural road with little
daily traffic is judged on an equal footing with the
needs of an urban road with heavy daily traffic vol-
umes, even though they clearly play different roles in
the overall highway system.  A prioritization of needs
must recognize the different roles that roads play in
the overall highway system.

A commonly expressed goal of the Michigan highway
system is uniformity -- uniformity among geographic
areas and among functional classifications of roads.

Supporters of this goal argue that since highway-user
taxes are levied uniformly throughout the state, the re-
sulting revenues should provide roads of uniform qual-
ity throughout the state.  And, since taxes are levied on
vehicles driving on all types of roads -- state, county,
and municipal -- the resulting revenues should maintain
these roads at a uniform quality.  If such a goal is to be
achieved, a uniform measure of road and bridge condi-
tion must be established and shared with all highway
providers, and highway-user tax revenues must be allo-
cated based on these measures of need.

C. Why a Needs Assessment is Important

 meaningful allocation of state highway revenues
requires the collection of information about the

magnitude and location of road needs.  Currently, the
state allocates highway revenues based on vehicle reg-
istrations, highway mileage, and population.  When
roads are in good condition, revenue allocations based
on these factors provide funding for preventive main-
tenance to avoid deterioration to bad roads.  When
roads have deteriorated beyond good condition, and
some roads are in worse condition than others, reve-
nue allocations based on highway use and some meas-

ures of highway needs, such as the number of pot-
holes, congestion, or bridge deterioration, are needed
to optimally address needs.

In order for such a change to occur, a standard, uni-
form method of assessing road condition quality
needs to be established and shared with every gov-
ernmental unit involved.  The measure created should
balance the economic values of the highway system
with engineering values of what is required to create a
strong highway system.  It should create geographic

Why Have Separate Efforts to Assess Needs Been Conducted?

Failure on the part of the state to conduct a needs assessment has caused the different levels of government to take
steps on their own to assess needs as they have attempted to make the case for additional funding resources.
MDOT has developed a detailed needs assessment methodology for the state trunkline system.   This program
was formulated to help the department prioritize projects using a combination of judgments, scores, and esti-
mated benefits.  Rather than judging all needs on an equal footing, road needs are divided into expansion (new
roads), improvement (additions to capacity), preservation (repair or reconstruction substantially in kind), and
maintenance.  MDOT estimates the cost of addressing state trunkline needs based on results from this program.

A separate effort was undertaken to assess the needs of the county road systems.  In November of 1994, The Road
Information Program (TRIP), a Washington, D.C. based research organization, was contracted to assess the funding
needs of the county roads and bridges.  TRIP estimated the funding needs of the county roads and bridges based on
their findings in this study.  Local governments were frustrated with the lack of a statewide needs assessment or in-
creased finding.  They felt that because the state is not involved in the care for these local roads, it was not proper
for the state to make assessments of the quality of the roads maintained by these local governments or for funding
needs to be determined based on a state evaluation.

The failure of the different levels of government to cooperate in assessing needs has created distrust.  State gov-
ernment, the unit ultimately responsible for allocating Michigan Transportation Fund dollars, is not involved in
the evaluation of the roads of local highway agencies.  As a result, MDOT tends to distrust the estimates reported
by local governments.  On the other hand, local governments tend to distrust the numbers used by the state and
resent any idea of the state entering their jurisdiction for assessment purposes.  For the ordinary, everyday opera-
tions of the highway system this distrust is not of great importance.  However, when decisions must be made
about how highway resources could best be used, this distrust becomes a burden that must be overcome.

A
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balance by recognizing differences between urban and
rural parts of the state and between the southern and
northern parts of the state.  Finally, it should priori-
tize highway needs.  The beginnings of such a meas-
ure are already in place with MDOT�s road evalua-

tion program used for state trunkline roads.
However, the state has not passed this methodology
down to local units of government.  Instead, each lo-
cal unit remains responsible for rating the quality of
its own roads and bridges with its own methodology.

D. An Alternative Needs Assessment Methodology -- An Oversight System

he following is a needs assessment process that

would create an alternative means to involve lo-

cal governments in a meaningful way and allow the

state government to be involved unobtrusively.

Because of the perceived parochial bias in assessing lo-

cal values or needs, it is necessary for a single gov-

ernmental body to be the final judge of uniformity.

This necessity is true across a wide spectrum of gov-

ernment issues, highways and otherwise.  For years in

the levy of property taxes, the standard assessment

measure, state equalized value (SEV), has negated pa-

rochial biases and attempted to make property as-

sessments uniform throughout the state.  Property as-

sessments are reported by each local government to

an assessment and equalization unit in county gov-

ernment.  This unit acts to bring uniformity (to equal-

ize) to the assessments throughout the county.

County equalized assessments are then reported to the

State Tax Commission where they are equalized

throughout the state.  The Tax Commission does not

enter into any local government to assess property.

Rather, it provides a uniform methodology of prop-

erty assessment for every local government.  Such a

system provides taxpayers assurances that they are not

asked to pay more than their fair share of the prop-

erty tax burden.

It would be possible to implement a system for

measuring highway needs using similar methodol-

ogy.  The state would establish a standard, uniform

method of assessing road and bridge condition.  Each

local government would rate road and bridge quality

and report this information to the county, who

would prioritize these needs among the local units

and include county roads.  This information would

be reported it to the state, who would act as auditor

and equalizer of road quality ratings.  The needs as-

sessment committee structure outlined in Act 51 --

including representatives from manufacturing, com-

merce, agriculture, tourism, and labor -- could act as

the final equalizer of needs across the state.

It would be necessary for MDOT to play a strong

role in assessing highway needs at all levels: state,

county, and municipal.  Because the state and county

road commissions are also involved in the care of the

highway system, these units would have to disclose

their records to other highway providers to a greater

extent than is currently the case.  This would allow lo-

cal road agencies to be satisfied that relative road qual-

ity is what it purports to be among levels of govern-

ment, among units of government on the same level,

and among regions of the state.

This system could address many local government

concerns and many of the weaknesses of the current

needs assessment structure.  A road condition report-

ing system, using a statewide, uniform methodology,

would avoid intrusion into local governments and it

would allow for a standard comparison of local needs.

It would also allow for:

• informed discussions about the level of funding

needed to address needs;

• an informed, systematic division of the Michigan

Transportation Fund for state trunkline, county

roads, and municipal streets; and

• an on-going prioritization of highway needs so

that funds can be allocated to those roads in the worst

condition.

Until a needs assessment is completed, it is not possi-

ble to accurately estimate highway funding needs or

to say whether Michigan has a revenue or an expendi-

ture problem relative to highways.

T
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VI. Physical Structure

wo issues are of concern relative to the physical
structure of the Michigan highway system: 1) road

construction standards, and 2) the level of maintenance
devoted to the highway system.  These issues involve

the quality of product constructed with taxpayer dol-
lars and the maintenance performed on the system to
extend use of the highway system for as long as possi-
ble and minimize expenditures.

A. Road Construction Standards

he issue of road construction standards pertains to
the materials, engineering, and financial assump-

tions that go into road and bridge construction.
Michigan, as a northern state, must give greater atten-
tion to several factors that affect highway conditions.

1. Highway Condition Factors

Most highway problems in Michigan stem weather
and terrain.  Other factors, including the age of the
highway system, a relatively heavy reliance on road
salt, and truck use, also play important roles in road
quality.  How Michigan deals with these factors is key
to the strength of its highway system.  If these factors
are taken into consideration at the design stage, con-
structing roads and bridges to a higher standard than
is currently used might make greater economic sense.

a) Age of the Michigan Highway System.

By the time that the McNitt Act was fully imple-
mented in 1937, much of the current Michigan high-
way system (104,974 miles) was in place.  Other than
the interstate system, which currently comprises six
percent of the Michigan highway system, there has
been very little addition to the road system since 1937.

Additionally, Michigan was a leading state in paving
roads and designing its interstate system.  On average,
Michigan interstates are seven years older than those in
other states.  With a relatively old highway system,
Michigan is facing the cost of reconstruction a little

earlier than most other states.

b) Michigan Terrain and Weather.

Much of the Michigan terrain has soil types that are
difficult for effective road construction, including a
strong subgrade.  The road subgrade is the soil bed
upon which the road surface is placed.  Soil quality is
judged based on the performance of soil material ac-
cording to gradation, liquid limit, and a plasticity in-
dex.  The best soils for a road subgrade are gravels
with a high bearing strength.  The poorest soils have
high amounts of clay, with low strength when wet.
Parts of Michigan tend to have high amounts of clay.
Soils in other parts of the state are a result of glacial
deposits.  Additionally, the state is home to a lot of
wetlands.  All of these soils make it difficult to create
a strong subgrade.

Like many other northern states, deciduous trees --
trees that drop their leaves -- are common in Michi-
gan.  Leaves that fall on the road surface often end up
in the drainage systems.  Without proper mainte-
nance, the accumulation of leaves prevents proper
drainage.  This affects road beds, compounds any sub-
grade problems caused by the soil types, and allows
water to accumulate, weakening the road surface.

Michigan also is subject to relatively harsh freeze-
thaw cycles.  A freeze-thaw cycle occurs when tem-
peratures fluctuate above and below the point of
freezing (32 degrees).  Because parts of the Upper Pen-

T

T

How Other States Deal With The Environment

Other states provide examples in which higher construction standards are imposed on infrastructure projects to ac-
count for conditions common to that state.  In California, infrastructure construction costs are high relative to
other states because of the danger of earthquakes.  Infrastructure in Gulf Coast states is built to deal with the annual
threat of hurricanes.  Michigan residents do not have to deal with single event disasters of this sort.  Instead, they
have to deal with ongoing environmental conditions that negatively affect the highway infrastructure.  The freeze
and thaw cycle and winter weather conditions wreak havoc on the highway system.  Like the additional costs in-
curred because of the high standards of construction in California and Florida for different reasons, standards of
highway construction and maintenance appropriate to Michigan conditions should be applied.
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insula and much of Canada experience a permanent
freeze during the winter and states to the south re-
main much warmer, most other states experience few
freeze-thaw cycles.  The Lower Peninsula, however,
experiences fluctuations above and below freezing
several times during the winter.

Freezing and thawing causes expansions and contrac-
tions in road and bridge surfaces and pressure from
the ground around the road pushes the concrete up
out of the ground, creating cracks in the road surface.
These cracks allow water to sink in and pockets to
form around the reinforcing rods.  With roads subject
to this cycle, a higher initial investment in materials is
required in Michigan to withstand this freeze-thaw
cycle.  Some of this investment currently is taking
place, such as the use of a higher quality, densely
packed aggregate.

Roads in Michigan are typically constructed 13 to 15
inches thick, with 9 to 11 inches of concrete on top of
a 4 inch base.  In order to properly account for the
freeze-thaw cycles, roads like buildings, should be
constructed with a foundation that reaches below the
freeze-thaw line.  This could require roads to be con-
structed as much as twice the current thickness, with
a much deeper base.

Finally, winter maintenance creates conditions that
accelerate the process of road deterioration.  There are
two means of winter highway maintenance: removing
the snow and ice with a plow or �burning off�
(melting) the ice and snow with road salt.  While
plowing causes wear and tear on the road surfaces,
more significant damage is done to road surfaces with
the use of road salt.

c) Road Salt.

Age, terrain, weather, and motor vehicles all contrib-

ute to road deterioration.  However, the principal

reason for the deterioration of Michigan roads is road

salt.  Road salt is used as a deicing agent, to keep snow

and ice from bonding to the pavement and to allow

snowplows to quickly and efficiently remove accumu-

lations.  When road salt is applied to ice and snow, it

creates a brine that has a lower freezing temperature

than ice or snow.  Road salt is used as the principal

deicer because of its abundance, low price, cost-

effectiveness, and safety.

Today, salt is a necessary and generally accepted part

of winter maintenance.  It provides safety and essen-

tial mobility for motorists, commercial vehicles, and

police, fire, and other emergency vehicles.  Without

road salt, there would often be hazardous conditions

and greater expense in removing snow and ice solely

with snow plows.

Michigan relies more heavily on the use of road salt
than do other states.  Road salt use grew common dur-
ing the 1950s and 1960s when highway departments
changed from a strategy of plowing snow to melting
the snow and ice.  Since the 1970s, aggregate road salt
use has been fairly steady in the United States at about
10 million tons per year. Information about road salt
use by different states is not kept regularly, however,
the Transportation Research Board reports that only
New York and Pennsylvania used more road salt per
mile than Michigan did in 1989.5

d) Trucks.

Age, weather, terrain, and road salt all combine to
create the conditions for deterioration of roads and
bridges, but ultimately it is contact with the surface
by motor vehicles that causes roads to deteriorate.

Michigan has historically allowed larger and heavier
trucks to operate on its highways than those allowed
to operate without a special permit in other states.
Most states limit truck weights to 80,000 pounds, the
federal limits, unless a special permit is obtained to
carry heavier weights.  Michigan law, because it was
�grandfathered� in when the federal standards were
adopted, allow commercial vehicles with a gross vehi-
cle weight up to 164,000 pounds.  These weight limits
have been permitted since the 1950s.

Trucks weighing double the federal standards are per-
mitted because weight limits are based on the axle load
and the axle spacing, rather than the gross vehicle
weight.  This methodology is based on engineering
analyses, which show that pavement design and load
induced distress  is related  to axle loading rather  than

                                                   

5  Highway Deicing: Comparing Salt and Calcium Magne-

sium Acetate, Special Report 235, Transportation Research

Board, National Research Council, (Washington, D.C.,

1991).
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The Use of Alternative Technologies in Road and Bridge Construction

Steel and salt do not mix well.   The aggregate used to construct Michigan roads and bridges surrounds steel.
Roads are designed with a tightly packed aggregate to provide compression.  Steel rods and steel I-beams provide
tension that gives roads their structural integrity that holds roads together and gives bridges their strength.  Salt is
commonly used as a deicing material because it is readily available, the least expensive deicer, easy to store and
handle, easy to spread, non-toxic, and harmless to skin and clothing.

Driving over the road or bridge surface causes flexing in the concrete.  When road salt is applied to keep the roads
clear of snow and ice, it is absorbed into the concrete or if there is an asphalt overlay, the road salt finds its way
into cracks in the asphalt.  The expansion and contraction caused by winter freezing and thawing, combined with
the corrosion of the steel rods caused by salt, causes the aggregate to pull away from the steel.  Eventually, pockets
of ice, water, and air are created within the cement.  When the steel is exposed to water and salt, the result is rust
and the steel is weakened.  It is only after the aggregate is weakened and road salt has corroded the steel that dam-
age is reflected from the pounding caused by vehicles driving on top of the road surface.  When vehicles drive
over the air and water pockets, the aggregate comes loose from its surroundings and causes potholes.

Sand and Other Corrosives.

Other states use sand, or other friction agents, to deal with ice and snow.  While these agents are less harmful to
the road surface, their application tends to be more expensive.  The use of abrasives requires at least seven times
more material to treat a given distance of roadway.  A loaded salt truck, spreading at the generally accepted rate of
500 pounds per two-lane mile for general storm conditions, can treat a 22.5 mile stretch of roadway, traveling a
total of 45 miles on the round trip.  A sand truck requires seven loads and must travel a total distance of 187 miles
to treat the same section of road that a salt truck can treat with a single load, thus sand trucks require four times
more fuel.  The result is a greater use of fuel, increased staff, and more time spent treating roads during a storm.

Additionally, other states may have some advantage in using alternative corrosives.  Much of Michigan receives a
wet snow due to the number of freeze thaw cycles and the proximity of the Great Lakes.  Rather than creating
friction on the road surface, applying sand on a wet snow creates mud.  Instead of snow and ice causing safety
problems, mud would create different traction and safety problems.

Alternative Concrete Mixes.

One solution to the incompatibility of salt and steel is to use construction standards that do not expose the steel
bars to water and other materials.  Engineers employed by the State of New York Department of Transportation
have developed a �High Performance� concrete (designated Class HP).  Class HP concrete substitutes �Class F�
fly ash and microsilica for a proportion of the cement used in conventional concrete and a lower water-to-
cementitious ratio.  Fly ash is industrial waste material from smoke stacks.  Tests have shown this mix results in
lower permeabilities of water, air, and chlorides, reduces cracking potential, creates a comparable strength gain
rate, and is easier to handle and place than conventional concrete mixes.  In 1996, this mix was established as the
required class  of concrete for all bridge deck construction and the department is now implementing its use in
substructures.  The New York DOT estimates the use of Class HP concrete will increase construction costs by
about ten percent over construction costs using conventional concrete.  However, this cost is offset by a projected
life of two to three times longer than the expected life of conventional concrete and the benefit of finding a pro-
ductive use for the fly ash that would otherwise require space for storage.

Materials That Do Not Rust .

A second solution is to use materials that do not rust as reinforcing rods.  The automobile industry has had to face
the same basic problem that road constructors face; namely that salt and steel do not mix well in the long run.  The
solution in the automobile industry was to work with stainless steel,  plastics, and other materials not susceptible to
the effects of salt.  This solution might cost slightly more to consumers at their time of purchase, but in the long
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run, the automobile lasts longer than if steel were still used.  Similarly, in road construction, an alternative to deic-
ing or friction agents is the use of something other than steel in road and bridge construction.  Some applications
that are less susceptible to rust are already being used in road construction, such as epoxy-coating the  steel rods.

Research is being done on alternative technologies that would replace steel in roads and bridges.  For example,
Lawrence Technological University (LTU), in Southfield, Michigan, is researching the possible use of glass and
carbon composites -- materials that are lighter and stronger than steel, and not susceptible to rust -- for use in
bridge construction. This technology has been utilized in Japan and Canada, and the City of Southfield is cooper-
ating with LTU in the reconstruction of a bridge in that city using this technology.

According to LTU, these alternatives could add to initial road construction costs, but they should reduce costs
over the life of a bridge.  Steel bars comprise about ten percent of bridge construction costs.  Using carbon or glass
composites currently costs about five times as much as steel bars.  However, if this technology proves feasible,
this extra cost would be more than offset by lower maintenance and repair costs over the long term.  LTU hopes
to demonstrate that a bridge constructed using this technology could have a design life of 200 years, a period in
which a bridge constructed using steel bars would have to be replaced four times.

to vehicle gross weights.  Trucks weighing 164,000
pounds must have the load weight spread over 11 ax-
les.  Because the heavier load is dispersed over more
axles, the axle-weight is lower than the axle weight of
an 80,000 pound truck spread over five axles.

Highways must be constructed to withstand the
weight of trucks.  According to MDOT, because axle-
weight is the determining factor for damage to the
road surface, heavier trucks do not add costs to road

construction in Michigan.  The same is not true for
bridge construction.  Because the total weight of a
truck must be wholly absorbed by the bridge struc-
ture, the axle-weight bears little significance.  MDOT
reports that heavier trucks on Michigan highways add
four percent to the cost of bridge construction.

The majority of the commercial trucks weigh less

than 72,000 pounds.  Of the 109,199 trucks registered

in Michigan in 1994, only 14,638 (12 percent) were

Chart 17
Number and Size of Trucks on Michigan Roads -- 1994

Heavy Trucks 

(80,000-160,000 lbs.) 

14,638 vehicles

15%

Standard Trucks   

(72,001-80,000 lbs.) 

16,480 vehicles

17%

Medium Trucks 

(48,001-72,000 lbs.) 

30,933 vehicles

35%

Light Trucks   

(0-24,000 lbs.) 

33,148 vehicles

35%

Source: 1995 Facts and Figures, Michigan Department of Transportation.
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registered with gross vehicle weights greater than

80,000 pounds.  These vehicles generally carry bulk

commodities such as steel, gravel, fuel, grain, and for-

est products -- commodities historically considered

important to Michigan commerce (see Chart  17 ).

Prohibiting heavier trucks on the Michigan highways
has the potential of increasing wear on the road sur-
face. Transportation for these commodities would
remain important.  There would need to be more
trucks on the highways to carry these commodities,
making more trips to carry the same aggregate
weights, with 20,000 pounds per axle rather than the
18,000 pounds per axle of the heavy trucks.

2. Re-Addressing Highway Construction

Assumptions

Roads and bridges can be constructed to different
standards that will result in different durations of use-
fulness; however, higher construction standards result
in higher costs.  Currently, roads are designed to last
25 years, and bridges are designed to last 50 years.
This design life is expected to be extended with
proper maintenance.  These standards are based on
American Association of State Highway Transporta-
tion Officials (AASHTO) assumptions on what tax-
payers would be willing to pay for infrastructure that
were developed some 40 years ago.  Traffic patterns,
upon which these standards are primarily based, have
increased in volumes since that time, with much more
truck traffic.

Because a number of Michigan roads and bridges are
in need of replacement, the opportunity is at hand to
reevaluate construction standards.  Road and bridge
usefulness under the current assumptions fall short
when compared to those built in Germany or Japan,
where greater initial investments have been made in
highways so that they are less prone to deterioration
and last longer.

A cost-benefit analysis of road and bridge construc-
tion and maintenance costs over the entire period of
usefulness should consider whether constructing
highways to higher standards could result in lower
costs over the life of a road or bridge, because the
road or bridge would not need to be replaced as often.
A number of factors might affect these assumptions,

including the advancement of highway construction
technology since the AASHTO assumptions were
formulated.  The focus in reassessing these assump-
tions should be the long-term costs -- how much it
will cost to construct and maintain a section of road
or a bridge over its life of usefulness.

3. Effect on Road Construction Costs

Acknowledging that these factors all increase the cost
of highway construction in Michigan, the question
becomes, �How much more will it cost to build roads
to a higher standard?�  Some experimentation is cur-
rently underway in constructing Michigan highways
to higher quality standards.  A 2.1 mile stretch of I-75
in downtown Detroit recently was reconstructed us-
ing European construction standards.  Reconstruction
of this stretch of road used different techniques in the
form of thicker concrete, shorter joint spacing, dow-
eled joints, a deep foundation, and a denser, graded,
drainable base.  This stretch is expected to last 40
years rather than the 20 year design life roads have
with commonly used construction techniques.

In addition to the higher construction standards, ex-
traneous factors -- the level of contractor experience,
lack of proper equipment, the small size of the section
to be reconstructed, the importation of a superior
grade of aggregate from Canada, and use of a special
patented surface coat -- all contributed to increase the
cost per mile of reconstructing this road to roughly
double the average Michigan freeway construction
costs of $3.5 million per mile.  These extraneous fac-
tors mean that constructing other roads using these
standards should cost less per mile than it cost to con-
struct this experimental stretch of I-75.

Highway User Costs in Michigan

Any cost-benefit analyses must consider what costs
current highway conditions impose on highway users.
The highway system relies on the public provision of
roads and bridges, but this infrastructure cannot be
used without a private investment in motor vehicles.
The Road Information Program estimates that sub-
standard roads in Michigan cause motorists in the state
to spend $679 million per year more than if they were
traveling on roads in good or fair condition.  This
translates to $105.43 per driver per year for vehicle re-
pairs (replace bent rims, align front ends, and other
automobile maintenance) due to substandard roads.
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B. Investment in Maintenance

ecause a very extensive system is already in place, it
is not likely that there will not be a great deal of

new mileage added to the Michigan highway system.
The emphasis in highway administration is shifting
away from the location and construction to a new em-
phasis on maintenance and operational efficiency.  The
resources and attention of the engineers charged with
the care of this system must change accordingly to re-
flect this shift in emphasis.  Directing the attention and
resources of highway providers to this new focus is
fundamental in providing economies and efficiencies to
Michigan taxpayers.   Part of this shift must include
greater attention to capital maintenance.

A capital maintenance program requires that preven-
tive actions take place before damage is done to the
road or bridge structure.  Maintenance of roads in-
volves such activities as keeping drains clear and mak-
ing sure that expansion joints are in working order.  A
properly funded and executed capital maintenance
program is one-third to one-fifth the cost of replacing
roads that are in poor condition because they have
not been properly maintained.

Kansas provides an example of how effective mainte-
nance can reduce costs in the long run.  Rather than

dealing with potholes in a crisis manner, the state has
decided to invest in maintaining roads that are sill in
fairly good condition, sealing and redoing overlays so
water cannot get in.  An American Public Works As-
sociation study has found that after four years, the state
has begun to see a regular annual drop in the amount
of aggregate and asphalt used for pothole patching.

Capital maintenance has not been properly funded in
recent years.  MDOT has found that road repairs have
been underfunded.  With limited resources, highway
providers have had to choose between construction
and maintenance.  With a greater return on invest-
ment when resources are committed to construction,
maintenance has been delayed.

1. Effect of Federal Funding on Maintenance

Efforts to maximize the federal funds available to the
state have tended to crowd out funding available for
capital maintenance projects. Federal highway funds
can be used only for construction, reconstruction, or
enhancement.  For every $10 expended by the state
on roads eligible for federal funding, the Federal
Highway Administration contributes $90.  Efforts to
put state resources into projects eligible for federal

B

Cold Patching and Plowing the Same Roads

Cold patching is the practice of taking a shovel full of asphalt from the bed of a truck and dumping it into a pot-
hole.  Usually, excess asphalt is put into the potholes because the proper equipment is not readily available to
pack down the asphalt.  The expectation is that vehicles will drive over the cold patch to pack it into the pothole.
In general, this �throw and go� method of cold patching is fairly effective in filling the pothole.

However, problems often arise the next time there is a snowfall.  Because excess cold patch is placed into potholes,
and the cold patch is never completely packed down, the result is often a bump in the road.  For vehicles on the
road, this is often an annoyance.  For snowplows, plowing the original road surface, this excess cold patch is some-
thing for the blade of the plow to remove from the road surface.  The result is not shaving off the excess cold patch.
It removes all, or almost all, of the cold patch.  In the end, patching crews often are brought back again and again to
patch the same hole.

Other methods of patching potholes require more time and effort, but last longer and have lower costs in the long
term.  Ideally, potholes would be patched by cleaning it of water and loose materials, squaring it, putting in tack coat,
and filling it with a hot asphalt and aggregate mix, and then rolling it smooth.  There are two alternative patching
methods that are not as cumbersome as the ideal method.  The �spray injection� approach involves cleaning water and
loose material out of a pothole, treating the clean pothole with a tack coat, and then blowing a hot mix of asphalt and
aggregate into the hole.  The �throw and roll� approach is much like the common throw and go approach, except that
the road crews do not leave excess aggregate to be patted down by passing vehicles.  Rather, crews use their own truck
to run back and forth over the newly filled pothole several times to settle and smooth the patch.
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funding, because they deliver a greater return on in-
vestment, have left few resources available for the
capital maintenance projects.

Restrictions on the use of these funds for construc-

tion, reconstruction, and enhancement are based on

the intended role of federal funding.  It was meant to

assist the states in constructing a uniform national

highway system.  Once the system was built, it was

up to the state and local governments to maintain it.

Because construction of the Michigan highway system

is nearly complete, reliance on federal funds should

diminish over the coming years.  Additionally, be-

cause this incentive has had a crowding out effect on

maintenance funding, reducing the federal gas tax or

changing the role of federal funding could affect how

priorities are set for maintenance funding.
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VII. Administrative Issues

 commonly perceived problem in the provision of
highway services is the duplication of services

among units and levels of government.  Addressing the
jurisdictional control of roads will provide opportunities
for these governments to become a little more special-
ized in the highway services they provide. The next step

toward reducing duplication is the realization that there
are 83 counties, 534 cities and villages, and one state gov-
ernment, all constructing and maintaining roads
throughout the state. There are two ways for govern-
ments to use specialization to their advantage: privatiza-
tion and intergovernmental cooperation.

A. Privatization

rivatization is a much-heralded means of achieving
economies and efficiencies in the delivery of a wide

variety of government services, including highways.
Privatization of government services occurs when the
government contracts with an outside interest to pro-
vide a service on behalf of the government.

The privatization, however, is not panacea.  Labor,
machinery, and supplies are required to perform
highway construction and maintenance, whether
these tasks are performed by a public or private body.
There is little to show that a private body is better
suited to care for highways than is a public body.
What privatization brings is competition and a strong
incentive to eliminate waste and duplication.

Operations of the private sector are not always less
ex-pensive than the operations of the public sector,
but the private sector can often position itself to take
advantage of economies and efficiencies.  For exam-
ple, the private sector can make changes in personnel
more easily than the public sector.  Additionally, pri-
vate companies are not confined by the boundaries of
a single unit of government.  Private companies can

contract with several units of government, thus allow-
ing the company to take advantage of the economies-
of-scale inherent in the care of highways.

For the typical unit of government in Michigan to care
for highways, staff and equipment must be maintained
in sufficient levels to handle a �worse-case� scenario.
However, the need for this level of staffing and equip-
ment does not remain uniform throughout the year.
Periods of over-staffing would result from maintaining
this staff year-round.  Because a private company can
utilize its staff and equipment over a wider geographical
area than the typical unit of government, it can avoid
many of the problems of over-staffing.

Finally, by serving a wider geographical area, private
companies are able to position themselves to enjoy
the savings of purchasing in larger quantities.  Many
suppliers offer lower unit prices if the supplies are
purchased in large quantities.  Unless governments
engage in intergovernmental cooperation or joint
purchasing arrangements, they cannot position
themselves to enjoy economies-of-scale that the pri-
vate sector enjoys.

B. Intergovernmental Cooperation

n order to take advantage of economies-of-scale in
highway provision, local governments must think

of themselves less as independent, autonomous bodies
and more as a part of an integrated system.  Local
control of roads will facilitate decisionmaking that is
in the best interest of individual communities, but ef-
forts to work together with other highway providers
in the actual road construction and maintenance will
bring greater economy and efficiency.

Michigan law is very permissive in this regard, allow-
ing governments to enter into cooperative agreements
to maintain, enhance, or provide services in any way

possible. All governmental units in Michigan are
authorized to cooperate with one another in the pro-
vision of any functions that each would have the
power to perform separately. Article VII, Section 28,
of the 1963 Michigan Constitution, as implemented
by the �Urban Cooperation Act,� authorizes all gov-
ernmental units to:

. . . enter into contractual undertakings or
agreements with one another. . . for the joint
administration of any functions or powers
which each would have the power to perform
separately; share the costs and responsibilities of

A
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functions and services with one another. . .
which each would have the power to perform
separately; transfer functions or responsibilities
to one another. . . upon the consent of each unit

involved; cooperate with one another. . . ; lend
their credit to one another or any combination
thereof as provided by law in connection with
any authorized publicly owned undertaking.

C. Experience with Privatization and Intergovernmental Cooperation

he state, counties, and municipalities have differ-
ent experiences and different potential for utiliz-

ing privatization and intergovernmental cooperation.

1. Michigan Department of Transportation

The Michigan Department of Transportation has ex-
perience in both intergovernmental cooperation and,
more recently, privatization.

a) Privatization.

MDOT does very few of the physical tasks involved
in construction and maintenance of the highway sys-
tem.  Act 51 requires all federal-aid construction proj-
ects, and all other projects concerning highways,
streets, roads, and bridges exceeding $20,000 for con-
struction or maintenance, to be performed on con-
tract   �. . . unless the department shall affirmatively
find that under the circumstances relating to those
projects, some other method is in the public interest.�

In recent years, MDOT has experimented with com-
petitively bidding the maintenance contracts of entire
stretches of highways.  Maintenance of a section of I-
94 in Wayne County and I-496 in Ingham County
was contracted competitively.  In the case of I-94, the
Wayne County Department of Public Works won the
contract both years in which they have had to com-
pete. Wayne County had been maintaining this sec-
tion of road prior to the competitive bidding process,
but now does so at a reduced cost to the state.  In the
case of I-496, a private company, ABC Paving Com-
pany, won the contract.  This is the first experiment
with a private firm having full-time responsibility for
a state road.  In both cases, the state is paying less than
it previously had to provide maintenance for these
sections of the trunkline system.

b) Intergovernmental Cooperation.

MDOT also has experience in intergovernmental co-
operation.  MDOT contracts with 62 of the 83 coun-
ties and 125 of the 534 municipalities for state
trunkline maintenance within their boundaries. The

state has written agreements with these counties and
municipalities that defines what services are to be pro-
vided.  If the state directly maintained its own roads, it
would have to keep on hand at all times, staff and
equipment sufficient in size to cope with any worst
case needs.  It is more economical to have somewhat
larger county garages, than to place additional staff di-
rectly on the state payroll, either rent or build addi-
tional garages, and purchase additional equipment for
the state to maintain these sections of road itself.

Many of these local governments have been maintain-
ing the highway system within their unit by contract
since the state trunkline system was first constructed.
When state roads came into being, they were merely a
specially designated system of township and county
roads.  While the state provided some �rewards� to
fund construction of these roads, maintenance of
these roads remained with the local government.  As
travel increased, state roads grew in importance and
the state assumed a more direct responsibility for the
maintenance of some roads, the practice of local gov-
ernments maintaining state roads was continued in
many other counties and municipalities.

Reimbursements to local governments for the care of
state trunklines are based on cost accounting for all
road operations of the county road commission or
municipality.  The state benefits from the efforts of
county road commissions or municipalities in con-
trolling costs under this arrangement.  The advantages
to the state with this maintenance agreement are that
it has staff and machinery set aside for its use and can
call for, and get, more staff and equipment for emer-
gency use.

This arrangement is also advantageous to the counties
and municipalities.  Many local governments could
not afford to keep their regular staff employed full-
time or to purchase essential machinery for use only
on their own roads.  By contracting with the state,
there is more work to be performed by the staff
throughout the year.  By leasing this machinery to the

T
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state on a part-time basis, they also get the part-time
use of it.  The extra work and costs, that might oth-
erwise be of marginal use, are justifiable with the
greater workload.

Not all counties, cities, and villages contract with the
state to maintain state trunkline roads. MDOT per-
forms the maintenance work on the state highways in
21 counties, and in some cities.  The state has chosen
to do this itself either because some local governments
do not wish to contract with the state, because the lo-
cal unit does not have the necessary staff or equip-
ment to carry out such tasks, or because the state has
opted to keep the maintenance in-house for its own
purposes.  Because the counties with which the state
does not have contracts are located throughout the
state, MDOT has maintenance equipment located
throughout the state.  This allows the Department to
perform tasks in the counties that are under contract
if the road commissions cannot, or will not, perform
those tasks.

MDOT could achieve some savings by carrying the
logic of contracting one step short of a full contract for
maintenance work.  MDOT maintains garages in each
of nine districts throughout the state.  Not far from
each of these garages is a county road commission ga-
rage.  These garages are performing the same functions,
often with the same kind of support staff.  Rather than
maintaining separate garages in each of the districts, the
state could lease space from the county road commis-
sions and share some support services.

It is possible that the maintenance work of some coun-
ties or municipalities is better than others, but it is also
likely that differences are found between different state
maintenance districts where the state maintains the roads
directly.  The present system of maintaining the state
road system by use of the counties and municipalities
works satisfactorily and economically.  No gain would
be made by changing to direct state maintenance.

2. County Road Commissions

Like  MDOT, most county road commissions have

experience with privatization.  Unlike MDOT  and

most municipalities, however, county road commissions

have not capitalized on using other resources available at

that level of government, such as county accounting,

personnel, or vehicle maintenance departments.

a) Privatization.

County road commissions have not privatized mainte-

nance of stretches of roads as MDOT has done.

Rather, they have privatized specialized and individual

functions.  These functions cover the whole gamut of

road commission functions, ranging from asphalt pav-

ing and bridge construction to street sweeping and

roadside mowing.

b) Intergovernmental Cooperation.

Construction and maintenance of the local highway
system would seem inherently well suited for inter-
governmental cooperation.  Because every county
road commission and every municipality receive
funding from the Michigan Transportation Fund, the
system created for highway maintenance tends to be
very decentralized.  Unlike other services that are
provided by all or most units of local government,
care of the highway system has not experienced a
great deal of intergovernmental cooperation.

The entire state is covered by county road commis-
sions.  These county road commissions share borders
with at least one, often four, in some cases six other
county road commissions.  County roads usually end
where city roads begin, but in some larger urban areas
the road system is intermixed with state highways,
county roads, and city or village streets.

County road commissions could create opportunities
for savings if more commissions engaged in intergov-
ernmental cooperation. County road commissions
have used their separation from the actual county gov-
ernment as a barrier to utilizing the kinds of specializa-
tion utilized at the state level.  Most functions are kept
in-house.  They have not broadened to perform tasks
other than road functions as is common with munici-
palities.  County governments and county road com-
missions operate parallel administrative functions: in-
cluding accounting departments and personnel office
systems.  Many counties are involved to some extent in
maintaining vehicles for county use. However, county
governments and county road commissions use sepa-
rate garages and personnel to maintain these vehicles.
Like municipalities, many counties have parks and rec-
reation departments that perform tasks similar to those
performed by county road commissions, but the coun-
ties have their own personnel and vehicles to tend to
these parks.  A great deal of duplication could be
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avoided with intergovernmental cooperation.  This
would allow county governments to share the available
resources whenever possible to provide more resources
with fewer dollars.

3. Municipalities

While most cities and villages tend to contract for

construction or major street functions, routine main-

tenance tends to be performed in-house.  One advan-

tage municipalities have over county road commis-

sions is that resources are spread over several

functions.  Many municipalities have combined road

maintenance with other services of like content:

parks, cemeteries, and grounds� maintenance.

Intergovernmental cooperation has not been as read-

ily adopted by municipalities.  As with county road

commissions, there is great opportunity for intergov-

ernmental cooperation and potential for savings in the

maintenance of municipal street systems. The state

has a number of urban areas in which several munici-

palities border each other. The nature of these urban

municipalities is that they were created as the larger

cities grew and people desired residences in less urban

areas,

while still depending on the larger cities for employ-

ment and shopping.  Consequently, a network of

roads exists inter-linking the larger cities with their

outlying municipalities.  Yet, in nearly every case,

care for the municipal roads ends at the borders be-

tween the municipalities.

Cities and villages tend to be fairly compact, often

with land areas of only a few square miles.  In subur-

ban areas, they usually have common roads running

through them.  In many cases, these municipalities

have already cooperated to some extent for care of

roads that serve as the municipal border.  These mu-

nicipalities all perform the same street tasks, in the

same general way.  They all use staff with the same

basic skills.  They all own the same basic equipment.

They all have garages of like purpose.  They all buy

the same types of supplies to perform maintenance

tasks. All of these factors would seem to indicate that

road and street maintenance would lend itself well to

intergovernmental cooperation.  If implemented

properly, there is opportunity for savings through

cooperation in highway care.  The Urban Coopera-

tion Act provides for such cooperation.

D. Conclusions:  Administrative Issues

Any ability to gain efficiencies, reduce duplication,

and save taxpayer dollars should be encouraged.  Both

privatization and intergovernmental cooperation lend

themselves to this end.  For the most part, state and

local governments have successfully implemented pri-

vatization and further efforts should be pursued.

However, privatization, when adopted, should be im-

plemented in a manner that promotes effective con-

tract management.  Contract management involves

different staffing requirements than acting as the ac-

tual service provider.  Namely, contract management

requires the ability to analyze proposals and award

contracts on a competitive basis, to monitor work

performance, and to audit the services provided.  As

the actual provider, the staff must have the skills to

perform these tasks.

Intergovernmental cooperation does not require a

change in the focus of the government highway pro-

viders.  Instead, it involves consolidating the funds,

staff, and equipment from more than one unit of gov-

ernment to provide highway services over a wider

geographic area.  Since every city, village, county, and

potentially, some townships provide highway serv-

ices, cooperation could yield sufficient benefits and

taxpayer savings.

Additionally, administrative and system delivery effi-

ciencies would result from addressing the assignment

of jurisdictional control over the roads. This would

allow each unit of government to concentrate its ef-

forts on the roads and bridges that best reflect the re-

gional or local nature of that unit of government.
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The Need for County Road Commissions

Because many of the conditions that made establishment of county road commissions necessary have subsided, it
is often suggested that county road commissions be abolished.  Irrespective of any arguments for or against the
faults and merits of county road commissions, the gains from abolishing county road commissions may be less
than anticipated under the current county governance structure.  It is not clear that county commissions in the
general law form of county government, under which county road functions would fall with the elimination of
county road commissions, are better suited to administer roads than are county road commissions.

Background.

County road commissions were established to fill a void.  Townships had proven incapable of creating extensive,
uniform highway systems to connect the state�s population centers.  Additionally, the legislative, policymaking
bodies for county government prior to the late 1960s were county boards of supervisors, consisting of one repre-
sentative from each organized township, cities, and village.  Supervisors were not elected by county voters, but
were selected from local units of government.  Community funding needs were the highest priority in the eyes of
the people in that community, and the votes of the supervisors tended to reflect this bias.  Thus, without an
autonomous governing body making road decisions, funding and priority decisions for county roads would re-
flect this parochial bias.  In this context, it made sense to create an independent body for care of regional roads.

The regional nature of the county road systems was reduced by the McNitt Act, Public Act 130 of 1931, which
merged township roads into the county road systems.  After this merger, local access roads accounted for a major-
ity of the county road system.  A local access road serves a very narrow purpose; access to the properties abutting
the road.  This Act changed the significance of having an autonomous body to deal with regional roads.

Courts ruled that the provisions for a county board of supervisors, Article VII, Section 7, of the 1963 Michigan
Constitution, violated federal constitutional provisions.  This was addressed by Public Act 266 of 1966, which ended
the system of selecting county supervisors from local governmental units and replaced it with a general election of
county commissioners.  This change gave county boards of commissioners a county-wide focus that had not been
previously possessed by the boards of supervisors.

It is arguable, given the effects of the McNitt Act and Public Act 266 of 1966, that the void that county road com-
missions were created to fill no longer exists.  County road commissions are no longer making decisions solely
about constructing roads between population centers, administering only major, inter-community roads, or filling a
void as a policymaking body elected solely for county government purposes.  Given these factors, perhaps the niche
filled county road commissions no longer exists, and they could be eliminated.

County Government Options.

In Michigan, there are three kinds of county government.  These include the general law county, the optional

unified form, and the charter county.  Under the general law and the optional unified forms of county govern-

ment, road responsibilities rest with the county boards of commissioners.  Road responsibilities rest with the

county executive in charter counties.

If the county road commission were to be eliminate in a general law county, the road function would fall directly

under the county board of commissioners.  County road commissions consist of three commissioners who have

both administrative and policymaking powers and duties over the road functions.  County boards of commission-

ers in general law counties range in number from 7 to 35 commissioners, depending on the county population.

They have both legislative and administrative powers and duties over all county functions. It is not clear what ad-

vantage would be achieved under such an arrangement.
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Thus, unless counties move away from operating as a general law county, it is not clear that many of the claimed
weaknesses of county road commissions -- such as, political decisionmaking, lack of accountability, and lack of
connection with local needs -- would be addressed simply by transferring the powers and duties of the road com-
mission to the county boards of commissioners.

The second option for county government is the optional unified form of county government as provided for in
Public Act 139 of 1973.  Only Oakland and Bay counties have adopted this form of government, which provides
for either election of a county executive or appointment of a county manager.  Both of these counties have opted
for the elected county executive, whose powers are much more limited than the county executive under a county
charter.  Act 139 would need to be amended to provide for the road function to fall under the county executive.
Therefore, responsibility for roads would fall upon the board of commissioners, with many of the problems that
would face a general law county if it were to eliminate its county road commission.

The principal benefit of moving away from operating as a general law county is the county executive position.
The Home Rule Charter County Act, Public Act 293 of 1966, is the option that most clearly allows for and
grants the most powers in a county executive.  In 1980, Wayne County became the first Michigan county to
adopt a charter.  That charter established a strong county executive form of government.  Among the aims of this
charter revision was a reduction in the number of independent bodies in county government.  The Wayne
County Road Commission subsequently was abolished and the road functions were placed in the Department of
Public Service under the county executive.  While budgets, contracts, and revenue raising responsibilities rest with
the county board of commissioners, responsibility for priority setting and execution of the road construction and
maintenance rests with the executive branch.  The experience of Wayne County has established the precedent that
the county charter may provide for abolishment of the county road commission.  The arrangement in Wayne
County has worked with apparent success.

Interstate Comparisons.

Highway provision is a prime example of how the federal form of government allows states to act as laboratories

for experimenting with how to best provide a service. Each state has adopted a system of highway jurisdiction and

governance that reflects the state�s history and character. Because of the politics involved, many of these systems

could not be transferred easily to another state.

Some states have highway jurisdiction systems that are drastically different from the Michigan system.  For in-

stance, 13 states either do not have county roads or the counties play a limited role in road care.  These include:

Alaska, Connecticut, Delaware, Maine, Massachusetts, New Hampshire, North Carolina, North Dakota, Penn-

sylvania, Rhode Island, Vermont, Virginia, and West Virginia.

Other states have taken different approaches to organizing their county road functions.  Each state has provided

different levels of autonomy to local governments in the decision-making processes.  The following are brief de-

scriptions of how county roads are governed in a few surrounding states.  These states have a county government

history similar to Michigan, having been created from the Northwest Territory.

The services and functions provided by county governments are performed as agents of the state.  The states that

surround Michigan have systems of sharing state-collected highway-user tax revenues with the counties.  Each

state has taken a slightly different approach to organizing governance of the county roads and bridges.  The

physical construction and maintenance of roads and bridges in Illinois, Indiana, and Wisconsin are performed by

the county government, similar to the services provided by county road commissions in Michigan.  Ohio coun-

ties have county engineer offices, but all major construction and maintenance is contracted out.  Unlike Michigan,

Illinois, Ohio, and Wisconsin have maintained township road systems, which tend to consist of rural local access

roads.
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Illinois counties are responsible for rural primary roads, such as arterial and collector routes.  Townships are re-
sponsible for rural access roads.  Illinois county highway departments are run by county engineers appointed to
serve six-year terms.  Township roads are maintained by elected township road commissioners.  Both of these lev-
els of government receive some state motor fuel tax revenues to supplement revenues raised from local taxes.
County engineers make recommendations on which roads to fix and how much money to spend in a year, but
the final approval must come from the elected county board of commissioners.  Township road commissioners
make the spending and priority decisions for township roads.  County highway departments are sometimes asked
to maintain county landfills, to serve as the plat officer, or to take part in zoning.  Township road commissioners
are responsible only for roads and bridges.

In Indiana, county roads and bridges are secondary roads in rural areas.  Any roads within a municipal boundary
are, by definition, the responsibility of the municipality.  Responsibility for setting funding levels for county
roads and bridges rests with the boards of county commissioners, the executive branch of county government.
Beyond this, county road administration varies widely from county to county.  The boards appoint county
highway supervisors, to have general supervision of the maintenance and repair of all county roads and bridges.
Some counties have one supervisor.  Some have more than one.  Some counties have hired county highway engi-
neers to oversee roads.  Some counties have employed one individual as both the highway supervisor and the
highway engineer.  The supervisors or engineers are responsible for priority setting in most counties.  Sometimes
the boards of commissioners reserve priority setting for themselves in their own districts.  Like Michigan, Indiana
does not have township roads.

Like Michigan, Wisconsin counties have optional home rule provisions.  Almost one-half of the counties have

adopted these provisions and currently operate with a county executive.  Each county has a highway or transpor-

tation committee, depending on the number of modes of transportation provided, that makes program recom-

mendations on the amount of spending and the road priorities.  These committees tend to have more responsibili-

ties in non-home-rule counties.  The recommendations of the county executives tend to carry more weight in

home rule counties.  It has become common for counties to have departments of public works, instead of high-

way departments, that provide landfills, airports, parks, and other services in addition to constructing and main-

taining roads and bridges.  County roads tend to be rural primary roads, although urban counties tend to have

county roads intersecting and serving the same purposes as municipal streets.  Township roads, governed by

township boards, tend to be rural local access roads.  County highway departments often provide a wide array of

road services to townships, ranging from piecemeal services such as bridge inspection, technical expertise, and

routine maintenance, to a contract to service all township roads.

While Ohio counties have responsibility for roads and bridges, the physical activities involved in constructing and

maintaining these roads are primarily contracted out. All road work with aggregate costs in excess of $10,000,

bridge work in excess of $40,000, and purchasing over a year in excess of $15,000 must be let by contract.  These

dollar requirements have not been revised over the years to reflect changes in purchasing power and there is some

pressure to revise these amounts upward.  The county boards of commissioners are responsible for approving all

contracts, approving the dedication of new roads or vacating roads that no longer serve public purposes.  Ohio

has township roads also, and the county commissioners have the authority to decide when a new road is dedicated

whether it should be a county or township road.  County highway departments, referred to as county engineers'

offices, are managed by independently elected county engineers. County engineers are responsible for overseeing

the roads, preparing the engineering work in the preparation stages, presenting a plan of road work every year to

the boards of commissioners, and performing the actual work on forced account projects (minor projects that do

not exceed the limits requiring a project be let by contract).  As independently elected officers, county engineers

have autonomy to perform some work independently, but they must work hand in hand with the county boards

of commissioners to make this system work.



CRC Report

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n64

VIII. State Highway-User Tax Allocations

ver the years in Michigan, increasing raising
revenues responsibility have been given to the

state government, not only to fund state highways,
but also to fund a portion of the local street costs.
There are two reasons for this.  First, the state is the
unit of government best suited to levy most highway-
user taxes. Second, tax policy has evolved over the
years, leading state revenues to supplant local taxes,
particularly property taxes, as the primary source of
local highway revenues.

The sharing of state revenues with local governments
for highway purposes predated any active state in-

volvement in the construction and maintenance of the
highway system in Michigan.  Initially, this involve-
ment entailed �reward� dollars to encourage a uni-
form highway system between population centers of
the state.  This involvement eventually grew into the
state trunkline system and a direct state involvement
in highway construction.

State highway-user tax revenue allocations to local
governments were a minor proportion of local gov-
ernment�s highway funding until the Great Depres-
sion and the subsequent passage of the McNitt and
Horton Acts. (See Chart 18.)

A. The McNitt and Horton Acts

he Great Depression resulted in a decline in the as-
sessed valuation of taxable property, the adoption

of the 15-mill property tax rate limitation in 1932, and
a large volume of property tax delinquencies.  This left
many local governments unable to meet debt service
requirements from the property tax levy.

The first step toward addressing these problems was
passage of the McNitt Act in 1931.  This Act merged
township road systems with county road systems to

allow local highway agencies to capitalize on the re-
maining tax base.  Given the circumstances of the time
and the enactment of the McNitt Act, a means was
needed to fund local roads and fill the void created by
departure from the use of the property tax.  This void
was filled by the Horton Act.

The Horton Act affected financial support at all levels
of government by changing the allocation of motor-
vehicle weight and motor-fuel tax proceeds.  As a re-
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sult, township and county property taxes for road
improvement, maintenance, or debt service were
practically eliminated.  State-levied, highway-user
taxes became the chief bases of rural highway finance
in Michigan.

Public Act 51 in 1951 now governs highway govern-
ance and finance.  Its enactment was a reaction to the
shortcomings of the Horton Act.  Among other

things, the Horton Act resulted in an inefficient allo-
cation of state tax revenues.  The Horton Act in-
cluded specific provisions that one-half of the money
available for state trunkline construction had to be
spent in the forest and mineral sections of the state
(i.e., the northern Lower Peninsula and the Upper
Peninsula).  Additionally, very few state dollars found
their way to municipalities under provisions of the
Horton Act.

B. Michigan Transportation Fund

he Michigan Transportation Fund is the primary
receiving fund for the tax revenues and user fees

dedicated to highway purposes, including motor-fuel
tax revenues, motor-vehicle weight and ad valorem
tax revenues, other revenues from the Michigan Vehi-
cle Code, and the Motor Carrier tax revenues.  In
FY1995, the Michigan Transportation Fund received
nearly $1.4 billion from these revenue sources (See
Charts 18 and 19).

Expenditures are not made directly from the Michi-
gan Transportation Fund to finance transportation
projects.  Instead, appropriations or transfers are
made from the fund to various state transportation
funds, county road commissions, and cities and vil-
lages to finance various transportation projects in ac-
cordance with statutory formulas (See Charts 18 and
19).  In a nutshell, the formula requires that:

1. The principal and interest on outstanding bonds and
notes, administrative costs, and collection costs are paid.

2. Appropriations are made to finance special-need
transportation projects through various funds, including:

• the Recreation Improvement Fund,

• the Critical Bridge Fund,

• the Raid Grade Crossing Account, and

• the Transportation Economic Development Fund.

3. Ten percent of the remaining funds are provided
to the Comprehensive Transportation Fund for mass-
transportation purposes.

4. The remainder of the funds (almost three quarters
of the Michigan Transportation Fund revenues) are
divided among the state, counties, and municipalities

to be spent for snow removal and the �maintenance,
improvement, construction, reconstruction, acquisi-
tion, and extension� of the highway systems under
their jurisdiction.  This division is based on the fol-
lowing percentages:

• The State Trunkline Fund (39.1 percent),

• County road funds (39.1 percent), divided among the
83 counties using a formula described below; and

• Cities and villages (21.8 percent), divided among the
cities and villages using a formula described below.

1. Administrative and Collection Costs and
Transfers to Other Departments

In FY1995, seven state departments relied in part on

Michigan Transportation Fund grants totaling $76.6

million for their funding. These grants were for:

• Collection costs for the performance of revenue

raising tasks on behalf of MDOT,

• Specialized tasks performed on behalf of MDOT

by other departments, and

• The performance of tasks germane to the general

conduct of government business.

a) Collection Costs.

Article IX, Section 9, of the Michigan Constitution

restricts certain taxes, after the payment of collection

expenses, solely for transportation-related purposes.

Pursuant to this, a portion of the transportation-

related taxes deposited into the Michigan Transporta-

tion Fund are transferred to the General Fund to fi-

nance collection activities performed by the Depart-

ments of State and Treasury.

T



Chart 19

Federal Highway
Trust Fund

(FHTF)

Michigan
Transportation Fund

(MTF)
-- $1,359.3 million allocated to
   A) thru I)

County-wide Property Tax

County General Fund

Township Property Tax

Municipal General Fund

Municipal Property Tax

Federal Highway
Administration

-- Administer FHTF allocation
-- Coordinate federal highway network
-- Testing & federal standards

G) State Trunkline
Fund

-- Michigan Department of
   Transportation (MDOT)
-- 9,591 miles of "I", "US" and "M" roads
-- 39.1% of MTF balance after A) thru F)

H) County Road
Commissions

-- 82 Road Commissions
-- Wayne County Dept. of Public Works
-- 88,836 miles of roadway
-- 39.1% of MTF balance after A) thru F)

I) Cities and
Villages

-- 271 Cities / 263 Villages
-- 20,155 miles of roadway
-- 21.8% of MTF balance after A) thru F)

Federal Budget
-- Deficit elimination

B) Recreation Improvement Fund
($13.4 million)
-- State Waterways Fund
-- Snowmobile Trail Improvement Fund
-- Other projects such as off-road vehicle facilities.

A) Administrative and Collection Costs
and Transfers to Other Departments
($84.9 million)
-- Administrative Grants ($8.3 million)
-- Auditor General ($150,300)
-- Department of Civil Service ($646,100)
-- Department of Management and Budget ($263,300)
-- Department of Natural Resources ($316,200)
    (now Environmental Quality)
-- Department of State ($69.1 million)
-- Department of State Police ($497,696)
-- Department of Treasury ($5.6 million)

E) Transportation Economic
Development Fund ($36.8 million)
-- Used to improve the network of highway services essential
to economic competitiveness, improve accessibility to target
industries, to support private inititatives that create or retain
jobs, and to encourage economic development.

C) Critical Bridge Fund ($5.8 million)
-- Used to improve or reconstruct existing bridges, or to
construct bridges to replace existing bridges.

D) Rail Grade Crossing Account
($3 million)
-- Used to meet the costs of providing for the improvement,
installation, and retirement of new or existing safety devices
at rail grade crossings.

F) Comprehensive Transportation Fund
($125.8 million)
-- Used to provide grants and match federal grants for local
provision of mass transportation.
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Basic Organization and FY95 Funding of Michigan Highway System

State Motor Fuel Taxes
-- 15 cents/gallon

Motor Vehicle Weight &
Ad Valorem Taxes

-- Automobiles
-- Trucks

Federal Motor Fuel Taxes
-- 18.3 cents/gallon

Motor Carrier Taxes
-- Diesel Carrier Tax
-- Diesel Carrier License
-- Diesel Dealer License
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Revenue Sources: Deposited into:
4.3 cents/gallon

Allocated to:

Source: Michigan Department of Transportation, Annual Report, Michigan Transportation Fund, Fiscal Year Ending September 30, 1995, (Lansing, MI: 1995).
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Determining the proper amount of these grants has
been a continuing point of controversy.  Reports of
the State Auditor General show that these depart-
ments have not been able to consistently identify
their collection expenses or how much of their opera-
tions are transportation related. This inability has
consistently led to both overcharges and undercharges
to the Michigan Transportation Fund.

In many ways, it is nearly impossible to identify the
proper amount of grants between departments such as
these.  If it were only an administrative task, with no ex-
ternal benefits, MDOT could perform that task itself.
However, these departments perform many tasks and
the transportation-related tasks serve other non-
transportation-related purposes.  The tasks performed
for MDOT happen to fit most logically with these
other departments.  The problem arises in determin-
ing where a task stops serving MDOT and begins
serving the other purposes.

For example, the Department of State directs services
and programs in four major areas: traffic safety and
motor vehicle-related activities; the election process
and voter registration; housing the chief historian of
the state; and keeper of the most important records of
state and local government.  The Department of State
issues drivers licenses; administers the driver point
system; titles and registers motor vehicles; and licenses
automobile-related businesses such as car dealerships,
repair facilities, automotive mechanics, and driver-
training schools.  The Department also registers
snowmobiles, mopeds, and watercraft, and adminis-
ters the state personal identification card program.
The problem comes in determining how much of
these efforts are related to its overall mission and how
much it does on behalf of MDOT.

Additionally, there are other benefits associated with
many of these tasks. Drivers licenses are issued for
transportation purposes, but they also serve as a
means of identifying people of drinking age.  The De-
partment of State reaffirms that vehicle registrants
have the vehicle insured before the registration is is-
sued.  This has social implications beyond MDOT�s
concern.  Tracking of vehicle identification numbers
and title holders is used by police agencies.  How
should the costs of providing these services be allo-
cated?  In attempting to determine the proper com-

pensation for collecting fees that go into the Michigan
Transportation Fund, the state is attempting to draw
a fine line in an area that is mostly gray.

b) Transfers for Services of Direct Benefit to MDOT.

The transfer of funds from the Michigan Transporta-
tion Fund to the Department of Environmental Qual-
ity (DEQ) is based on a memorandum of agreement
with MDOT that provides for prompt processing of
state, county, and municipal applications for wetland,
stream-crossing, and water-discharge permits, and pre-
liminary review of proposed projects.  This transfer
supports 11 employee positions in DEQ.

Likewise, the transfer to the Department of State Po-
lice is to cover matching funds for federal aid to the
Office of Highway Safety Planning.

These transfers avoid duplication of knowledge and
efforts.  MDOT requires a staff person familiar with
environmental issues to help steer through the maze
of environmental requirements.  It could hire and
train someone to do this in-house, or it could take ad-
vantage of the fact that DEQ�s function is the en-
forcement of these laws.  The knowledge base is al-
ready in place, and a grant to DEQ allows MDOT to
take advantage of this knowledge base.

c) Funding Other State Departments.

Dedication of Michigan Transportation Fund reve-

nues to other departments can have the effect of dis-

torting the funding needs of some state departments.

While some departments have successfully earmarked

A significant proportion of total taxes on a gallon of
gasoline is destined not to be used for highway con-
struction or maintenance, or for mass transit.  If the
price of a gallon of gasoline to the consumer is
$1.20, total taxes would be approximately $0.40.  Of
this total however, seven cents would be attributable
to the general sales tax and 4.3 cents is levied by the
federal government for deficit reduction.  In addi-
tion, the equivalent of two cents is transferred from
the Transportation Fund to the Departments of
State, Treasury, State Police, and Environmental
Quality for highway-related functions that they per-
form.  As a result, only about 26.7 cents of the 40
cents is directed toward highway construction and
maintenance, or to mass transit.
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revenues for their own purposes, other functions, in-

cluding welfare, higher education, corrections, and

general government administration have to compete

for General Fund dollars, which now has fewer reve-

nue sources, for their funding.

Some functions, such as the Auditor General and the
Civil Service Commission, span all of state govern-
ment.  The tasks performed are germane to the every-
day operation of government, creating an economical,
efficient government that benefits the entire state.
Should these departments be funded out of the General
Fund, or should they require grants from each depart-
ment that is funded with a special revenue fund?

Article XI, Section 5, of the Michigan Constitution,
specifies that the Civil Service Commission shall re-
ceive �. . . a sum not less than one percent of the aggre-
gate payroll of the classified service for the preceding
fiscal year. . . .�  This provision was not meant as a ve-
hicle for tapping into special funds.  It was meant as a
means of ensuring that the Civil Service Commission
does not become under funded.  Reliance on grants
such as these creates a perception that the sole purpose
of the Michigan Transportation Fund grants is funding
these departments at a greater level than would be the
case if the General Fund was their sole funding source.

d) Assessment of Problems and Recommendations.

MDOT is required to obtain a contract with other
departments prior to any transfer of funds.  These
contracts require the departments to provide cost al-
location plans to MDOT and to participate, if re-
quested, with MDOT in an annual review of the serv-
ices and programs financed from constitutionally
restricted transportation funds.  However, the Audi-
tor General has found that effective processes have
not been established by the Department of Manage-
ment and Budget (DMB), in conjunction with
MDOT, to ensure that the other departments are
providing current cost allocation plans in order to
properly allocate the cost of transportation-related ac-
tivities to transportation-related funding sources.

While a study is currently being performed of the al-
location of costs between the Department of State and
MDOT, such studies are the exception rather than the
norm.  It has been several years since such a study last
was conducted.  The Auditor General repeatedly has

recommended that each department involved in
transportation-related activities and receiving grants
from the Michigan Transportation Fund, should de-
velop a time and effort cost allocation methodology
to better identify transportation-related costs.  Since
the types of services, activities, technology, and pro-
grams conducted by each department, and the laws
are constantly in flux, efforts to identify transporta-
tion-related costs should be an ongoing process for the
departments receiving Michigan Transportation Fund
dollars.  With constant changes occurring, it is possi-
ble that such studies could be out-dated before the in-
formation collected actually is utilized in the appro-
priations process.  A decade after conducting such a
study, there is little chance that a grant will reflect ac-
tual costs.

2. Special Revenue Funds

In order to aid Michigan highway authorities with the
financing of special transportation and highway im-
provement projects, several special revenue funds have
been created.  These include the Recreation Improve-
ment Fund, the Rail Grade Crossing Account, the
Critical Bridge Fund, and the Transportation Eco-
nomic Development Fund.  The Michigan Transporta-
tion Fund remains the most logical fund to finance the
needs met through these funds.  In any case, the alloca-
tion of funds for each of these purposes should be re-
visited occasionally to ensure that the amount of the
allotment maintains some relationship to need.

3. Comprehensive Transportation Fund

After dollars have been allocated from the Michigan
Transportation Fund to each of these purposes, 10
percent of the balance is deposited into the Compre-
hensive Transportation Fund.  This allocation is sup-
plemented by the deposit into this fund of up to 25
percent of the general sales tax revenues on motor-
vehicle related sales.

The Michigan Constitution was amended in 1978, at a
time when more and more highway-user taxes were
being diverted for comprehensive transportation pur-
poses, to provide a limit on how much revenue from
these sources could be used for comprehensive trans-
portation purposes.  These provisions permit, but do
not require, the legislature to dedicate a portion of
these taxes.  Over time, these limits have evolved into
a mandate, automatically making funds available for
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comprehensive transportation purposes.  Comprehen-
sive transportation is important and highway-user
taxes remain a logical source of revenues.  However,
this fund should not be above review.

4. Highway Funds

After administrative and collection costs have been

paid and funds have been set aside for funding special

transportation-related needs, the balance of funds is

used for highway purposes by each of the three levels

of government involved in providing highways.  Pub-

lic Act 51 of 1951, as amended, provides for the allo-

cation Michigan Transportation Fund  dollars for

these purposes through the end of the 1998 fiscal year.

After September 30, 1998, the law provides only for

apportionments and appropriations to each level of

government sufficient to pay the principal and inter-

est payments due on outstanding bonds and notes.

a) State Trunkline Fund.

The State Trunkline Fund receives 39.1 percent of
balance.  This fund is used for funding the construc-
tion and maintenance of state administered roads.
MDOT and State Transportation Commission de-
termine how and where these funds are spent.

b) County Road Funds.

Another 39.1 percent of the balance is allocated to the
county road commissions.  Internal formulas in Act
51 provide for the division of this money among the
83 counties.  This formula first provides funding for
specific programs:

(1) An amount equal to one percent of the total funds

distributed to counties in the previous year is deposited

into a snow removal account to assist those counties

with measured snowfalls of 80 inches or more.

Chart 20
Michigan Transportation Fund: Summary of Distributions -- FY1995

Counties ($411.4)

Municipalities ($233.3)

Local Program Fund ($33.0)

Recreation Improvement Fund 

($13.4)

Other State Departments ($7.5)

Comprehensive Transportation 

Fund ($125.8)

Snow Payments ($5.5)

Critical Bridge Fund ($5.8)
Rail Grade Crossing Account 

($3.0)

State Trunkline Fund ($411.9)

Department of State ($69.1)

Administrative Grants ($8.3)

Transportation Economic Development Fund ($36.8)

Local Program Fund - Counties ($50.1)

Local Program Fund - Municipalities ($27.9)

Source: Annual Report, Michigan Transportation Fund and Local Program Fund, Michigan Department of Transportation.
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(2) In order to encourage each county to employ a
licensed engineer, $830,000 is set aside for distribution
of $10,000 to each county.

(3) Ten percent of the balance of county funds is dis-
tributed to counties having �urban� primary or local
roads.

The remainder of the funds is distributed among the
counties for use on primary (75 percent) and local
roads (25 percent) based on the following factors:

• Counties receive funds for county primary roads
based primarily on the proportion of registered motor
vehicle taxes collected in each county under the
Michigan vehicle code and, to a lesser extent, the pro-
portion of total county primary mileage located in
each county.

• Counties receive funds for county local roads based
primarily on the county share of the total state pop-
ulation residing outside incorporated municipalities.

County road commissions cannot rely solely on
Michigan Transportation Fund revenues for their
funding.  State aid for local road construction projects
is limited to half of the costs on roads and three quar-
ters of the cost on bridges (except if a bridge is included
in the �critical� bridge program).

c) Municipal Funds.

The final 21.8 percent of the balance is transferred to
municipalities. The formulas used for dividing the
Michigan Transportation Fund money among the cit-
ies and villages include the following factors:

(1) The population of each city or village relative to

the total urban population in the state;

(2) The miles of major roads in each city or village
relative to the mileage in every city and village; and,

(3) The miles of local street roads in each city or vil-
lage relative to the mileage in every city and village.

5. Implications of the Current Formulas

First, these formulas allocate funds to care for a high-
way system based on a 1930s model of Michigan.  As
discussed previously, much has changed since the
1930s.  Jurisdictional control should be reorganized,
and the Michigan Transportation Fund allocation
formula dividing the money among the state, county
road commissions, and municipalities should be re-
vised to reflect that reorganization.

Second, the formulas dividing the county road funds
among the county road commissions and the municipal
funds among the cities and villages are favorable to rural
areas of the state.  The formulas recognize highway
miles in such a way that a mile of highway in one loca-
tion is equivalent to a mile of highway in any other loca-
tion, regardless of the amount of usage. A two-lane road
in a rural county holds the same weight in the formula
as a six-lane road in an urban county.  A proportion of
the county road funds is set aside for urban roads, but as
Chart 15 shows (see page 38), more than 70 percent of
the state population resides in urban areas.  While a ma-
jority of the highway miles in Michigan are in rural ar-
eas of the state, a smaller majority of lane miles are in
rural areas.  Furthermore, a majority of the vehicle miles
are traveled in urban areas (See Chart 21).  Thus, meas-
ures that better reflect the cost burden on highway pro-
viders and highway use should be adopted.

C. The Role of Needs Assessment in Allocating Revenues

onducting a needs assessment to prioritize high-
way needs is important for a proper allocation of

state and federal tax revenues.

1. State-Collected Revenues

Revenue sharing programs, whether restricted or unre-
stricted, violate a fundamental and sound principle of
government, that responsibility for raising money
should accompany the pleasure of spending it.  Despite
violation of this principle, there are at least two justifi-
cations for such programs.  First, some local govern-

ment programs are of enough importance that the state
should encourage their provision.  Second, it is neces-
sary for a state role in funding some services to mini-
mize the potential inequities that would result from
relying solely on local tax effort.  Both of these justifi-
cations point to a need for state funding to be directed
in a meaningful way to the local governments that are
least capable of meeting local needs with local funding.

As long as state tax dollars are allocated for local

spending, the state is responsible to taxpayers in:

C
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• allocating funds in a meaningful way;

• overseeing the local spending of these funds;

• auditing the information provided by local gov-
ernments; and

• accounting for the expenditure of this money.

Michigan has a long history of sharing state-collected
highway-user tax revenues with local levels of govern-
ment for highway construction and maintenance.  As
the collector of these revenues, it falls upon the state to
direct these dollars to the roads in a manner that rec-
ognizes needs.  This holds true whether making deci-
sions about priorities among state trunklines or in pri-
oritizing needs among the different levels of
government.  It should also hold true in assessing pri-
orities among regions of the state.  Such an allocation
system is lacking in highway funding.

2. Federally-Collected Revenues

The Intermodal Surface Transportation Efficiency
Act (ISTEA) increases the need for a strong statewide
needs assessment process.  ISTEA requires greater lo-

cal participation in planning and project selection
than had previously been the case, thus emphasizing
the need for a comprehensive investment strategy.
To carry this out requires allocation decisions priori-
tizing state and local projects.  These decisions are
made more difficult and less informed without a
statewide needs assessment.

3. Incorporating Use and Needs into the
Allocation Formulas

The Michigan Transportation Fund distribution would
be significantly affected if utilization and a measure of
needs were factored into the formula.  Table 11, which
compares county highway miles to vehicle miles trav-
eled by county, illustrates how using highway miles  in
the current allocation formula helps rural counties.

Oakland County, for example, comprises 2.7 percent
of the county primary and local mileage in Michigan,
but 13.6 percent of the total county vehicle miles are
in Oakland County.  Wayne County has 1.6 percent
of the mileage, but 15.9 percent of the vehicle miles.
Kent County has 2.1 percent of the mileage, but 5.1

Chart 21
Rural/Urban Nature of Michigan Highway System -- 1994
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Table 11
Comparison of County Highway Miles to Vehicle Miles Traveled by County -- 1995  

Percentage

Percent of Vehicle Percent of Point Diff.

Highway Total County Miles Total County btw Mileage

County                         Miles                    Mileage                 Traveled                VMT                  and VMT

Alcona 766.9 0.9 65.7 0.3 -0.6

Alger 497.4 0.6 16.8 0.1 -0.5

Allegan 1,825.8 2.1 273.3 1.2 -0.8

Alpena 658.6 0.7 70.6 0.3 -0.4

Antrim                            879.5                       1.0                          93.4                  0.4                           -0.6

Arenac 655.8 0.7 43.3 0.2 -0.5

Baraga 498.8 0.6 10.6 0.0 -0.5

Barry 1,081.9 1.2 145.1 0.7 -0.6

Bay 1,022.6 1.2 324.4 1.5 0.3

Benzie                             622.5                       0.7                          42.2                  0.2                           -0.5

Berrien 1,456.2 1.6 472.2 2.1 0.5

Branch 1,009.3 1.1 78.7 0.4 -0.8

Calhoun 1,328.3 1.5 270.0 1.2 -0.3

Cass 1,000.0 1.1 146.4 0.7 -0.5

Charlevoix                      726.9                       0.8                          33.7                  0.2                           -0.7

Cheboygan 1,124.4 1.3 31.7 0.1 -1.1

Chippewa 1,285.8 1.4 71.8 0.3 -1.1

Clare 997.5 1.1 67.4 0.3 -0.8

Clinton 1,130.1 1.3 228.6 1.0 -0.2

Crawford                        718.1                       0.8                          27.6                  0.1                           -0.7

Delta 859.9 1.0 64.9 0.3 -0.7

Dickinson 542.5 0.6 38.2 0.2 -0.4

Eaton 1,134.2 1.3 223.5 1.0 -0.3

Emmet 825.1 0.9 47.7 0.2 -0.7

Genesee                        1,521.0                       1.7                      1,356.3                  6.1                            4.4

Gladwin 582.1 0.7 24.3 0.1 -0.5

Gogebic 951.5 1.1 56.6 0.3 -0.8

Grand. Traverse 1,301.5 1.5 375.0 1.7 0.2

Gratiot 1,182.0 1.3 126.0 0.6 -0.8

Hillsdale                       1,208.5                       1.4                         134.0                  0.6                           -0.8

Houghton 878.2 1.0 20.3 0.1 -0.9

Huron 1,612.9 1.8 103.0 0.5 -1.4

Ingham 1,154.8 1.3 534.8 2.4 1.1

Ionia 1,077.7 1.2 95.9 0.4 -0.8

Iosco                               867.7                       1.0                          62.0                  0.3                           -0.7

Iron 629.5 0.7 25.4 0.1 -0.6

Isabella 1,173.5 1.3 125.5 0.6 -0.8

Jackson 1,548.5 1.7 429.8 1.9 0.2

Kalamazoo 1,169.4 1.3 548.1 2.5 1.1

Kalkaska                         838.4                       0.9                          39.8                  0.2                           -0.8

Percentage

Percent of Vehicle Percent of Point Diff.

Highway Total County Miles Total County btw Mileage

County                         Miles                    Mileage                 Traveled                VMT                  and VMT

Kent 1,843.0 2.1 1,135.3 5.1 3.0

Keweenaw 173.8 0.2 7.0 0.0 -0.2

Lake 990.3 1.1 52.0 0.2 -0.9

Lapeer 1,298.2 1.5 206.6 0.9 -0.5

Leelanau                         626.9                       0.7                          88.8                  0.4                           -0.3

Lenawee 1,510.3 1.7 255.1 1.1 -0.6

Livingston 1,209.4 1.4 326.6 1.5 0.1

Luce 371.6 0.4 12.8 0.1 -0.4

Mackinac 649.5 0.7 50.8 0.2 -0.5

Macomb                       1,247.5                       1.4                      1,678.6                  7.6                            6.2

Manistee 1,040.0 1.2 56.3 0.3 -0.9

Marquette 1,278.1 1.4 126.5 0.6 -0.9

Mason 946.9 1.1 57.3 0.3 -0.8

Mecosta 1,135.2 1.3 56.3 0.3 -1.0

Menominee                  1,198.8                       1.4                          47.0                  0.2                           -1.1

Midland 873.1 1.0 163.5 0.7 -0.2

Missaukee 845.6 1.0 24.7 0.1 -0.8

Monroe 1,286.4 1.5 371.7 1.7 0.2

Montcalm 1,523.7 1.7 135.3 0.6 -1.1

Montmorency                639.7                       0.7                          16.0                  0.1                           -0.6

Muskegon 1,117.0 1.3 228.4 1.0 -0.2

Newaygo 1,529.7 1.7 92.4 0.4 -1.3

Oakland 2,351.3 2.7 3,029.1 13.6 11.0

Oceana 1,159.0 1.3 48.0 0.2 -1.1

Ogemaw                         848.1                       1.0                          76.2                  0.3                           -0.6

Ontonagon 588.6 0.7 27.1 0.1 -0.5

Osceola 944.1 1.1 74.7 0.3 -0.7

Oscoda 731.6 0.8 35.0 0.2 -0.7

Otsego 829.3 0.9 51.2 0.2 -0.7

Ottawa                         1,486.1                       1.7                         489.0                  2.2                            0.5

Presque Isle 775.2 0.9 63.1 0.3 -0.6

Roscommon 841.6 0.9 66.6 0.3 -0.6

Saginaw 1,803.3 2.0 607.7 2.7 0.7

St. Clair 1,519.5 1.7 459.5 2.1 0.4

St. Joseph                     1,010.0                       1.1                         146.0                  0.7                           -0.5

Sanilac 1,814.6 2.0 83.8 0.4 -1.7

Schoolcraft 433.3 0.5 16.7 0.1 -0.4

Shiawassee 1,076.3 1.2 161.5 0.7 -0.5

Tuscola 1,630.1 1.8 181.6 0.8 -1.0

Van Buren                    1,291.7                       1.5                         214.6                  1.0                           -0.5

Washtenaw 1,486.7 1.7 673.7 3.0 1.4

Wayne 1,392.8 1.6 3,538.6 15.9 14.4

Wexford                          985.4                       1.1                          35.2                  0.2                           -1.0

Total County 88,678.6 100.0 22,212.5 100.0

Source: Michigan Department of Transportation.
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percent of the vehicle miles.  On the other hand,

Houghton County has 1.0 percent of the mileage, but

only 0.1 percent of the vehicle miles.  Other rural

counties show similar relationships.

Clearly, if transportation in lightly populated areas is

to be made possible, some subsidization from more

heavily populated parts of the state is necessary.  On

the other hand, to ignore highway utilization in the

formula means that inefficient distribution will occur.

Under the current formula, 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.  To the extent

that a reorganization returns county road commis-

sions to their original purpose, providing primary

roads where municipalities are not available to pro-

vide such roads, the significance of this problem will

be diminished.  In any event, the internal formula

should be changed to reflect more accurately the dif-

ferent costs imposed on county road commissions by

multiple lane roads.  Lane miles or vehicle miles trav-

eled would be better measures than population and

highway miles.

Finally, it should be recognized that the current meas-

ures act as proxies for the direct measurement of road

needs.  These measures approximate highway use, but

they do not measure potholes, congestion, or roads at

the end of their lifespan.  When the highway system is

receiving proper care and maintenance, use of proxy

measures is suitable to fund future care and mainte-

nance.  In such a case, money needs to be allocated to

those roads that are most heavily used.  However, in

many instances the roads in Michigan have not been

properly maintained.  Measures that more directly re-

flect needs should be considered, such as road quality,

congestion, or funding prioritization based on a state-

wide needs assessment.

Past suggestions for alternative allocation formulas

have not gone far, because they create winners and

losers relative to the current formula.  As long as

these suggested formulas are based on proxy measures

that approximate needs, based on road miles, vehicle

registrations, or population, any reallocation creating

winners and losers will be hard to justify.  However,

if a formula can be created that directly addresses the

needs of the state, the �winners� will be the actual

highway users, and the end result will be a highway

system that is more uniform in quality than is cur-

rently the case.



CRC REPORT

C i t i z e n s  R e s e a r c h  C o u n c i l  o f  M i c h i g a n74

IX. Conclusion

lthough state and local spending in Michigan for
most functions ranks high in nationwide com-

parisons, Michigan ranks near the bottom in most
rankings of highway spending.  This low level of
spending shows up in a disproportionately high num-
ber of miles of road being rated as poor.

Increased funding for highways, therefore, can be jus-
tified.  Part of this increase could come from state-
levied highway-user taxes, but locally raised  taxes
need to play a greater role in funding local road needs.
More money, however, is only a part of the solution
and, in the long run, if the only response is increased
dollars to highways, the transportation needs of the
state will not be well served.

The basic system by which Michigan roads are con-
structed and maintained was adopted, for the most
part, in an earlier era.  It has been adjusted and modi-
fied over the years, but a thoroughgoing reassessment
of the ways in which the state finances and adminis-
ters its road system is overdue.  At a minimum, such a
reassessment should address these issues:

• Jurisdictional Control.  The jurisdictional responsi-
bilities for roads should be aligned with the functions
that those roads perform.  If a road that was once a ma-
jor link between population centers is now a regional or
local road, responsibility for maintaining it should be
reassigned accordingly to either the counties or munici-
palities. Municipalities should be responsible for roads
within their boundaries and county road commissions
should be responsible for roads outside municipalities.

The exact purpose for which their tax dollars will be
used should be clear to the taxpayers asked to support
revenue enhancements -- whether at the state or local
level.  Without a rational, consistent, and relatively
stable organization of roads, it is illogical that some
roads will be fixed because they are state or county
roads, while others of seemingly equal purpose and
importance will not be fixed because they are under
the jurisdiction of a different level of government.

• Priority Determination.  The state has no structure
for systematically determining which construction or
maintenance projects should be carried out in what or-

der.  If projects of lesser importance take precedence,
inefficiencies will result.

Taxpayers should not be expected to fund highways
when there is no assessment of road conditions, the
total cost of construction and maintenance, or the
priority with which work will be undertaken.

• Physical Structure.  Whether Michigan builds its
highways to standards high enough to deal satisfacto-
rily with the terrain, weather and types of vehicles to
which they are subject, is an open question.  Al-
though some experiments with higher quality roads
are underway, a major rebuilding of Michigan roads
should be done in the light of a thorough understand-
ing of the potential costs and benefits of higher con-
struction standards.

In addition, incentives to increase the level of high-
way maintenance should be incorporated into the
funding structure.

• Administrative Efficiency.  Although some privati-
zation and intergovernmental cooperation have oc-
curred, there remain substantial opportunities to
minimize overlap and duplication through further
pursuit of these approaches.

• Highway Funding Allocation.   Unless the mecha-
nism by which dollars are distributed reflects utilization
of the roads, dollars will continue to be maldistributed
and result in unnecessarily high expenditures.  In addi-
tion, a means of aligning funding with functional classi-
fication and appropriate jurisdictional control should be
incorporated into the allocation formula.

So, in response to the question, �If taxes are increased
to raise additional revenues for highways, will addi-
tional revenues, at any level, address the ills of the
highway system, or are other reforms needed to make
this system operate economically and efficiently,� this
report concludes that the answer is no.  Unless the
system is restructured, any additional dollars will be
inefficiently allocated, purchasing a lower level of
transportation services than they should, and highway
expenditures will be unnecessarily inefficient irrespec-
tive of any increase in revenues.
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