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INTRCDUCTICHN

Roads and streets are the bonds which integrate our
economic ané social functions. They knit together our rursl
and urtan areas, making possible the patternof life to which
we are accustomed today. It is necessary to rememxber that
every mile of these roads and streets are public property and
therefore both a public asset and liebility. It is impossible
to comprehend fully the part that the automobile and the roads
that it travels plays, buf the fact stands out that the auto-
motive iniustry is the number one industry in ilichigan and
that the tourist and resort industry is second in importance.
In addition to providing essential roacweys for motor vehicle
travel, liichigan's road system fulfills other important needs,
such as providing acess to land of property owners as well as
general governmental responsibilities of transportation of
mail, public health and safety national cefense and other
services of direct and indirect benefit to the community as a
whole., But avove all, as the Bureau of Labor Statistics
indicates, the automobile is removed from the luxury class, it
is now considered as the fourth necessity of life in the
United States, taking rank after food, clothing and shelter,

In 1905 there were 2,958 autcmobiles registered in
Yichigan, 245 miles of stone or crushed macadam highways, 7,700
miles of gravel rnz2Js, and over €0,000 miles of clay, sand and

earth roads. In 1946 there was one passenger automobile to
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each 115 families and one self propelled motor vehicle to each
family in the strte. There vas a total of 1CL,517 miles of
highways in llichigen at the end of the same year, This growth
"is tremendous, and ¥ichizan can be truly proud both as a pioneer
in the automotive industry, and es a piloneer in providing
adequate highway facilities and services to it's citizens.
These improvements have not been without cost. During the
period from 1305-1946, governments in the statg_have raised
more than two billions of revenue for the supnort of roads and
streets. On top of this, the federal government has
contrituted through cach grants—in-aid and emergency relief
expenditures, close to 400 million dollars. It is the
purnose of this stidy to see how this revenue was raised and
distributed.

Within thé state the revenues heve come principally from
two sources; taxes on property and taxes on motor vehicles.
Durinz *he period from 121C to 194& these two types of texes
have contributed substentially ecual amounts, but their
relative importance has chan:ed greatly. Local pdroperty tex
which at one time comrletely supported the entire hichwey
system, now is of relative ainor importance and contributed
only 147% of the highway revenues in 1346. The motor vehicle
tax which has grown in importance with the aZoptation oi the
“eizht Tax in 1315 and the Gasoline Tax in 1925, now

supplies the major portion of the revenue. The reasons for
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this chanze are evident, they are the results of changing
economic conditicns. The m2jor causes for the shift in the
taxation policy are;

l. Growth of populaticn

2. In creased complexities c¢f our way of life due to the
expansion of industrial production and scientific
echievernent.

3. The reletive decline of e2griculture, and the
oractical disapvearance cf once important resources
in some arees of the state

4. The inaporopriate use of land for sgriculture and
suburban developrment.
5 The phenomeral crowth in the numter and use cof

autcmoblies and the accompanying development of
highwey and street facilities.

The derxand for other zovernmental services
corzrensurate with these exoansions.

o
.

These changes have definitely shifted the burden froz the
property owner to the automobile user., It is evident that a
limited apolication of the benefit theory of tax distribution
has taken place. The benefit theory of taxation is one of
the four well knovn theories of taxaticn that exist today.
These theories =re kn.'n as the benefit theory, the
privilece theory, the ability theory ani the egurlizaticn
theory. The benefit theory states that each individue®
should be taxed according to the benefits he receives from
the performance for the community pf the government
functions. The actual division of the tax unier this theory
should be on one or the other of the followinz bases; cost
of service or value of service. It can be seen that through

the motor vehicle taxes the motorists as users and benefitors
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have peid their share of the taxes. Heovever, some mctorists
such as city motorists receive less benefit for their money,
whereas, long distance haulers are often said to have
received larger benefits than their contribution to highway
costs.

The privileze theory holds that the zovernment gives
special permissioh to do certain acts which oitherwise would
be illegal. The permission to do these acts constitutes a

privilege vnich should be paid for by the citizen. It is

difficult to see how this theory applies to road taxetion
today, because it is impossible to classify the use of high-
ways and roads as a special privilege, a theory which was
oromninent when roads were first built and financed by the
use of tolls.

The ability thecry 1s vased on the orecept that the
activities of government are undertakxen for the benefit of
society as a whole, and therefore the costs of the activities
are a charge on society, anit not any individual. For that
reason the cost of government should be cdistributed among the
citizens in proportion to their ability to pay. This theory
is dif:icult to apnly to roai taxation because automobile
ownersnaiov is not a true incex of wezalth or 2bility to pay cue
to the fact that zuto ownership is a necessity fcr so many

motorists.
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The ecualization theory is a radical theory which
argues that the state should use it's taxing vower to reduce
inegualities in the wealth of it's citizens., It has no
connection with road taxation and is just mentioned in pass-
ing.

In reviewingz these theories of taxation, attention must be
paid to one of the features wihich h2s come into prominence in
the last few decales. That 1s whether a tex is prcporticnal,
progressive, or regressive. A prooortional tax is one that the
raté of taxation is the same for all incomes or that the tax
is tne ~name fraction of income for all. Under a progressive
syster of taxation, the rszte of tax is much grer~ter on
successively richer individuals. “hen the tax burden falls
more heavily on the poor than on the rich, the t=2x is saia
to be regressive. On the vhole, it is the general opinion of
the present economic and social system that the progrescive
type of tax is desirable because the proportion of income de-
voted to the necezsities of life is smaller for the rich men
than for the poor man. Along these lines it must be admittel
that road taxes teﬁd to be regressive because peonle in the
lower income brackets spvend a larger per cent of their inccme
on automobile transportation than do families of larger
income. How this situation could be remedied, if so desired,
would be a difficult prcblem, but one which is worthy of

consideration due to the fact that revenues from taxes on



autoucbile ownersnip and operation have becone the gre=ztest
gsingle source of revenue, 2nd a2s such must be protected,

Let us exemine the various types of taxes or fees thet
have been used by various states as sources of highwey funds
in the past,in the 1lizht of the above discussion. Some cf
these taxes have never been used in llichizan, but are wortay of
study as sources of hizhway funds.

The earliest type of tax used for the support of roads was
the property tax. In early pioneer days property was the
principal bsse on which taxes were levied; the economic system
was simple and governmental activities were few. Prior to the
automobile, roals were primarily used for access to property
and it was proper that the property taoxes should be used to
support these roads., It was taxation under the benefit
theory. However witn the advent of the automobile there was

. SycH
growing demand for better roads and user taxes as the gasoline
tax and rezistration fees camne into effect. However, until
the depression property taxes remained the primary source of
funds. Tith the advent of the depression, and the devaluation
of property and the delfﬁuency of property taxes, the burden
upon the property owners wes lizhtened until oroperty tax became
2 secondary source of hizhway funds.

Rezistration fees heve been and are use: by all the states
as. oroducers of hichway revenue. Criginally instituted to

help finance the costs of registration they have develzped to



the voint of veirnz larze revenue procucers. They mizht be
classified under the privileze systen of texntion. That is
the stote cives the privileze of automobile ownershis and
use of the roads for tae payvzent of this fee. The fees are
based uoon weizht end horsepower of the automobile, and tend
to be rezressive because in general the weizht and horsepover
of the car is not indicative of the owner's ability to pay.

The gasoline tax is the primary source of revenue for
hizhway funds tcdey. Since it's institution it has been
rea:lly accented by the motorist. The g2so0line tax is probably
the least regressive of 211 the hizaway toxes., It falls
under the benefit system of taxation. The person wio buys more
gas pays more tax, but because he trevels more he receives a
larzer share of the benefits derived from the hizhway system

THE0RY
and services. It also falls unier the category of the ability” of
taxation in that the person with the lasrger incore will tend to
travel more, use his automobile more frecuently, and thus vays
a larger share of the tex.

Special oper-tor's and chauffer's license fees are of
ninor importance as sources of revenue., They are based on the
benefit theory of taxation, in that certain commercial users
get a larger benefit from the hizhways and therefore should
pay these extra fees.

In some states there is a tax on instellment p~per, or

installment sales contracts for automobile purchase. This tvve
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of tax should never be resorted to if possible, becruse it is
a most regressive type of tax in that burilens tae very pooreﬂf
grouap aof automotrile owners, those who purchase on crelit =2t
high rate3 of interest.

Tolls for the privileze of using roads and bridges vere
one of man's e=rliest fiscal devices. They were used in early
Americen days, and necessarily so, because they proviied the
funds for road construction under the old turnpike systen,
However, with the advent of the automobile and the realization
that a more centralized system of transportation was reguired,
necessitating a more thorouch and uniform system of finance,
the toll system becamzne outmoded. It is not in general use
tgday, end is only looked unon as desirable when some extra
gervice is furnished, such as the Pennsylvania Turnpike, the
Holland Tunnel or the Straits of llackinaw ferry service.

These tolls £f3ll under the benefit theory of taxation; the
person paying the toll has gotten an extra service and pays
for this benefit.

Nothinz has been mentioned of the distribution of the
revenues obtained from the above taxes. It 1s here that one
of the major problems concerning hichway finance 1is brouzht
into focus. Should the money obtained from motor vehicle
taxes be used expressly for highway and road purposes, oT
may it be used for the general fund. It is the opinion of the
majority of the experts that the funds raised from motor

vehicle taxes are dedicated to use for highways and roads.
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If this condition were not accepted, the mctorist would stand
out as paying double taxes. EHe would be paying reguler taxes
for the general services, such as health, protection and
education, and on top of that he would be paying his motor
vehicle tax, a portion of which woula be going for the same
services. As long as taere is need for imzprovement and
maintenance of highways, the motorists! user taxes should be
used for those purposes, except in time of emergency.

Another problem concerning the distribution of these tax
revenues is the manner in which they are to be distributed to
the division? in the state. At the present time there are
three separ:te systems of hizhways and streets in Michigan:
(1) State trunklines (2) County roads, and (3) City streets.
Each of these systems has a different legal basis, and each
offers a different combination of hizhway services, and each
have claim upon the total road tax revenue. The methoi and
amounts distribute: have changed from time to time, and
guite naturally have been cause for debate as to it's distri-
bution. This subject will be discussed more thoroughly when

studyinz each of the separate systems,
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1a

*THR IOHIGAYN HIGHAY SYSTEM TODAY*

»

There is a grand total of 106,435 miles of roads and
streets in Xichigan distributed between rural and urban areas
and among state, county and municinsal jurisdiction as
follows:

Rural iles o

T COUNtY TOBASeeennnerenneennn.a 8,061 FI10
State trunklines.....e.ieieiiie. 8,248 0 o
Total rural......92,909 ., ¢
Urban e
County ro2dSeeeeeeeeeesconncsen 637~ <elity
State trunklines.eeeeceececec.. 1,038 7 x o0
e A el wban, ISR L L
Grand total.....106,435 ”\i

The dezree of imorovements on road and streets varieq'_
videly among the various systems. Two-thirds of the mileace
cf rural state trunklines is made up of roads with dustless
surfaces (high or intermediate tyoes) and about one-third
congists of gravel roads (low type). Less than one-eiznth
of the mileage of rural county roads consists of dustless
‘surfaces, over half being made up of gravel roads, and
almost a third consists of dirt roads. In cities and
villages, more than nine-tenths of the trunklines mileage is
made up of dustless surfaces. Nearly one-half of the mile-
age of non-trunkline streets is gravel or dirt.

Lore than &,400 structures have been built on Yichigan's
roads and streets. liost of these are bridges, the remainder

are railroad grade separation, or hishway grade separations.

There are 1,108 structures on rural state trunklines, 6,247
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on rural county roads and 1,059 on urban and loceal streets.

All in all,this is an impressive arrey of highway facilities,
however, as the Highway Study Committee in their analysis of
"Hirshway Needs In Michigan" observed, {ggggy-six per cent of
the road and street mileage within the state is now deficient
and requires improvement to meet the demands of today's traffic.
The problem wvhich confronts the state is a pressing one, The
Eighway Study Committee estimates that a total longz range
program from 12 to 15 years involving from $158,444,000 to
$179,141,000 annually would be necessary to correct the present
deficiencies and to maintain existing roads and streets. It is
a steggering sum, a challenge which will have to be met if
¥ichigan is to maintain it's positicn as a leader in hichways
and the tourist industrye.

With this problem in mind, the three main systems of
highways and streets will be examined, and their financisal
history given especial attention. An endeavor will be made to
correlate the various changes in policy with the causes for
change. The methods of raising revenue from the various types
of road taxeé, and the distrituticon thereof will be studied

with the cuestion of raising highway funds in the future.
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TAX STRIUCTURE®*

The netviork of roadways that now serve lLichigan began
centuries ago as Indian trails. These Indian trails were used
by settlers and gradually expanded until now many of the state
and county roads follow their path. VWhile Kichigan was still
a territory in the period covering 1816 to 1835, the only road
building that was not local was that supported by the Federal
governnent. Roads were bullt between Detroit and the following
cities: Toledo, Chicago, Saginaw, Grand Rapids and Port Huron.
These roads were of vast aid to settlers. However, after
ilichigan became a state in 137 the Federal government with-
drew it's suppnort in road tuilding, and the roads fell into
poor condition., The state had little money, so the only
remedy rossible at the time was to charter plank road
companies. The first plenk road company was chartered in 1844,
and in 1844 the State Legislature passed a General Plank Act
to regulate thelr operations. The specifications for plank
roads and thelr rates were set forth in this legislation.
However, the program was a failure because the roads deteriorated
rapidly and could not be kept up from the tolls received. The
majority of the companiés abandoned operations long before theﬁ
turn of the century. A "dark age" fell unon road transportatién
until the turn of the century and the invention of the auto-
mobile which awoke public interest in the roads. 1In 1501, the
state legislature established a special committee headed by

Senator Horatio S. Barle to investigzte tl.e problem of hichway

-
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improvement. The committee's revort urged that a state hic¢h-
way commission be established and a state 2id system be
inaugurated. To make it pnossible for these steps to be
taken, the committee recommended that the State Constitution
te amended to remove the prohibition against using state
funds for road improvement. The Constitution of 1850
prohibited the state from engaging in any work of internal
improvement, except in the expenditure of funds obtained fronm
federal grants. This restriction on state participation in
road building represented a reversal of the earlier attitude,
for under the Constitution of 1835, the state was required to
encourage road building and all other internal improvements.
However, in carrying out this mandate, the state went into
heavy debt which was one important factor in contributing to
the virtual bankruptcy of the state in 1841. Several other
attempts were made to have the state participate in road
building, but in 1872 and 1891 the lichigan Supreme Court
declared that the state had no right to be a party to
internal improvements because it invaded the rights of local
gelf-government,

In 1903 the legislature ernacted a law creating a state
highway department, but the attorney-general declared the act
void under the Constitution of 1850. In 1905 the Constitution
was unamimously amended so as to read, "The State shall not be
a party to, nor interested in any work or internal improvement,
nor engaged in carrying on such work except in the improvement

of or aiding in the improvement of the public wagon roads, and
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in the expenditure of grants to the State of land or
vproperty." The same legislature created a state highway
department, set up a state aid system, and enacted a motor
vehicle registration law. Senator Zarle was sppointed as
Yichigen's first Stete Highway Commissioner. The Highway
commissioner was apypointed by the governor until 1913,
when that method of taking office was superseg by the
method cf public election according to the provisions of P.2.
1309, Xo.283.

The state ald system which went into effect in 1905
gave much help to local road building and formed the begin-
nings of a state-wide highway system. It provided for grants
to counties and townships as rewards for the construction
of roads according to specificetions laid down in the statute.
The asount of these rewards ranged from $250 to $1,000 per
mile of road built. Between 1906 and 1913 these grants
averaged 24% of the costs for constructing the reward roads.
In the law of 1905, streets and roads within the limits of
cities and villages were not eligible for reward; but an
amendment in 1915 made them eligible if they were a vart of
the county system., ,/f

In 1913 reward roads were eligible to receive annual // |
rewards for repairs. An amendment to the general highway/in
that year provided for an annuel appropriation for this
vurpose of an amount egual to 2 per cent of total rewards

already paild, provided repairs were made acccrding to

standards of the State Highway Department. In 1927 repair
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rewards were abolished.

The privilege for applying for rewards onm new consatruc-
tion was suspended in 1923 and in 1925 it was revoked, although
reward payments were continued on construction already under-
waye. A 1929 law discontinued rewards on all construction not
finished by 1930, but payments on such construction were not
completed until 1933.

In 1913 the state took steps to develop an intergrated
highway system. There were 60,000 motor vehicles registered in
the state. Increasing use of automobilea brought an insistent
demand for more and better through roads, connecting city with
city. Prior to that time, the state had not engaged directly
in highway construction, but had merely paid local units for
part of the costs of their own highway projects. Therefore
in 1913 the state legislature established a 3,000 mile trunk-
line system. The system was a compromise, because not only
did it specify the citiea through which the trunklines would
be built but it required that plans drawn by the state highway
for routes between cities be approved by local authoritiese
According to the law, the state highway commissioner did not
have power "to establish trumnkline highways other than those
expressly enumerated in the act*. However, this act was an
important step in the foundation of the state trunkline system.

Also in 1913, the legislature imposed a "horsepower®

tax on motor vehicles. This was the beginning of & new era
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in hizhway finance. It was the accevtance of the theory that
the motorist should bear a share of the cost of hizhway and
streets. In 1915 the tax was also epplied to the weicht of
motor vehicles. The act provided for a basic rate of tax on
passenger cars of 25 cents for each horsepower, and 5 cents
per hundredweight; for trucks the tax was 15 cents per horse-
power and 15 cents per hundredweicht. These rates were altered
in succeeding yvears. The tax and fees were to be collected by
the secretary of state, ani deposited in the state treasury
to the creditv of the state highway fund. The fund was to be
used for layingz out, building, widening, improvine and
maintaining the public highways and bridzes of the state in
accordance with the law. 50 per cent of the amount collected
anni21ly was to be returned to the counties, 7/8 of which
was proportioned to the counties in ration to the amount of
tax collected in the county, and the remaining 1/8 divided
equally between all counties.

In 1915, the legislature passed the Covert act which
authorized property owvmers to initiate road construction by
vetition, and which authorized and required land owners to
pay at least half of the cost through special assessments.
This act will be discussed in gre~ter detail when studying
the county tax system.

A significant change in the financing of lfichigan's
hichways occured in 1917 when :iichigan gqualified for

onrticipation in the Federal Aid plan. Congress in 1916
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passed the Federal Road Act which prcvided for zrants-in-aid
up to 50% of the cost of rural roads, with funds allocated anong
the various gtates in proportion to their ares, population and
road mileaze. It was necessary for ichigan legislature in
1917 to pass P.A. Fo.99 which provided for: (1) authorization
of the state highway comuissioner to make surveys, prepare
plans an: specification, ani to take charze of the building
and maintaininz of federal-aid roads; (2) to permit counties,
townshipns and special assessment districts to issue and sell
bonds to finance federal-aid roads; a2nd (3) to require the
levy of county and township taxes in an amount sufficient
to pay 25 to 50 per cent of the total construction costs.
For example, counties having a valuation 0f}100,000 or 1less
per trunkline mile were required to contribute 25% of the
cost of federal-aid roads, whereas counties having a
valuation between 100,000 and $200,000 per trunkline mile
were responsible for 305 of the cost. The percentages were
later changed in P.A. 1925, No.l7. Construction was to be
carried out by local road commissions, under the supervision
of the state highway department and the federal government.

By 19123, there were over a quarter-million motor
vehicles registered, but the stete trunkline network laid
out in 1913 under P.A. 1913, Yo.334 was far from completed.
It was less than one half built, and there were many gaps
between cities. Two facts were outstanding; firstv, a central
administrative director was needed to produce a connected

state-wide hizhway system; and secondly, the money for inter-
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county roads was inadequate to allow the construction to keep
up with the increasing usage of automobiles.

In remedying the first fault the legislature passed P.A.
1919, No. 19, which gave the state highway commissioner super-
vision of the construction, maintenance and improvement of
trunkline roads. The cost of improving state trunkline roads
were to be met partly by the state, and in part by the local
unit concerned. The counties, townships or good-road districts
would pay per trunkline mile, ranging from 73% to 25% of the
cost. The state would pey the remainder out of any money in
the state highway fund not otherwise appropriated. 1In case of
failure of the county or township to raise the money the state
highway commissioner would send notice of his intention to
build the road, giving an estimate of the costs, to the county
board of road commissioners requiring the spreading of the
highway tax within the county to meet the portiomn of charge
credited to that county or township. The law thus gave the
state highway commissioner the authority for the entire trunk-
line system, although part of the expense was still borne by
the local units. In meeting the second need, the increased
financial burden was met by raising the rates of the weizht
tax under P.A. 1919, No. 383, and by a $50 million highway
bond issue which was authoriged by constitutional amendment,‘
Art. X, Sec. 10 of Michigan Constitution 1908, adopted in 1919.
The state could borrow up to $10 million a year, and not ex-
ceeding $90 million as an aggregate sum for the express

purposes of ; (1) paying the state portion of federal-aid roads,
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(2) paying expenses incurred on state trunklines, and (3)
paying state rewards. The bonds were secured by a general
tax levy. 1.2 million dollars were to be included in the
state tax of 1921, and 1.5 milliom dollars each year there-
after. Such funds were set aside as a sinking fund under the
acdministration of the State Administrative Board,

These steps were a tremendous forward movement. It
centralized authority in the state highway commissioner, and
provided adequate funds. By 1%24%, the entire amo.nt of the
tond issue had been spent. Almost 6,000 miles of trunklines
were improved during the six-year period.

In 1925, additional changes took place in the admin-
istrative and fiscal policy concerning the state highway
system that presaged a new era in Michigan highwayse. Under
P.A.1925, No.l7, the state assumed full responsibility for
the cost of constructing and maintaining rural trunklines
end federal-aid roads; thus relieving the counties and town-
ships of any obligation to contribute to the cost of these
roads. In the second section of this act the state high-
way commissioner was given full power to contract with any
persons or firms for the construction, improvement and
maintenance of the trunkline highways.

P.A, 12 of the same year authorized the state highway
ccmmissicner to lay out and estz2blish five hundred additional
miles of state trunkline highways. It also incorporated all
roads that had been improved as federzl aid projects or that

were to be improved as federal aid projects in the state trunk-
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line system. In 1929, under P.A.7 of that yvear, another
five hundred miles was authorized for construction, which
trought the total length of the trunkline network to over
€,900 miles in 1930,

However, the most important step inaugurestec in 1925
was the establishment of the Gasoline Tax., In orcder to
finance the state trunklines a tax of two cents per gallon was
imposed on gasoline sold for use on the hizhways; as
authorized by P.A.1925, No.2 a gasoline tax enforcement fund
was set up in the same year by drawing out of the gasoline
tax revenues sufficient sums to defray the exvense of
collecting the tax. The tex was accepted immediately and
was an outstanding success. In 12927 the rate of tax was
increased to three cents mner gallon, methods of collections
outlinei, and disbursement of the revenues formulated.
Thus, in P.A.1S27, l0.150, a ovorivileze tax of three cents
per gallon was imposed on all gasoline sold or used in
producing or generating power for provelling motor vehicles
used upon the public roads and highways in the stzte. All
vholesale dealers were to be licensed by the Secretary of
State, upon the presentation of a sworn apolication upon a
form orescribed, and the payment of an annual license fee
of five dollars. The license of the wholesaler could be
revoked in case of non-peyment or neglect or refusal to
file his monthly report. The act provided that the whole-
sale distributor would pvay the tax on all gasoline handclea

by him, except for a deduction of three per cent to allow
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for evanoration and loss.

211 revenue under this act received and collected by +*he
secretary of state, excepting the license fees, were to be
deposited in the state treasury to the credit of the state
highway fund. After the end of the calendar ye~r the revenue
was to be appropriated from the hizhway fund for the specific
purposes and amounts set forth in the following shcedule:

(1) Payment of 2 million dollars annually to several
counties and townshins for vpayment of state rewards
due these counties and townships until full pay-
ment was made.

(2) For the payment of interest on state hichwey bonds
and the principal thereof, not less than three
millicn dollars.

(3) A sum egual to the difference tetween six million
dollars and 50% of the total weicht tax collection
shall belong to the counties. 778 of this
difference being distributed to the counties in
proportion to the collections made in that county,
and the remaining 1/8 of the difference to be
divided equally among the &3 counties.

(4) A sum of 2,000 dollars per mile of trunkline high-
way, contained within the limits of a city or
village shall te paid annually to each city or
village provided that the highway is maintained in
a manner satisfactory to the state highway

_ commissioner.

(5) If there was any balance it was to be used for the
general construction, betterment, improvement and
maintenance of the public highways within the state.

In 1529 the state abolished the rewards to local units for
highway construction under P.4A.1S5, of that year.

with the coming of the depression in 1329 and the years
followed, great changes were made in the administrative and
financial structure of the state hichway systeam which had
developed in the previous 30 years. Prior to 1922, the general
property tax had been the main source of revenue for supporting

the hizhways, even thou:h the weight tax and the gasoline tax
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had been introduced and were of growing imoortance. However,
as a result of the devoression; property values drooned,
pronerty tax collections fell accordingly, and there wes a
wholesale tax delinguency. Out of this situation grew the
demand for an immediate reduction in real estate taxes.

Coupled with this demand was a growing conviction that better
administration, both as an operating unit and financially,
could be obtained if the local township roads were consolidated
under county authorities. The tovnship authorities were

doing their best, but with 1,263 separate township systems there
was a great deal of overlao and waste.

Therefore in 1931, in section 130 of the Public Acts of
that year, or what is more commonly known as the ilcllitt Act,
attempts where made to remedy the above conditions. The act
authorized the consolidation of township roads within the
county system over a five-yeor period, 1932-1936. During each
year, one-fifth of the tovnship roads were to be incorporated
in the county system. To finance the trensfer, the act
provided that the following amounts from the weight and
gasoline taxes should be apportioned amon: the counties for
the maintenence of township roads according to the proportion
of the total township mileage within the county, $2 million in
1932, $2.5 million in 1933, $3 million in 1934, $3.5 million
in 1935 and §4 million in 1936 and thereafter. Thus, the
68,00C miles of township roads were to become part of the
county system, and their expense to be paid by revenues from

the motor vehicle taxes. To further aid the property owners,
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the local tax levy on progerty for hizhway vurposes was
restricted within a three mill 1limit, and could only be used
to vay the interest and principsl on debts that had been
previously incurred and to improve local roads.

Even before the depression the problem of cingestion in
cities and the lack of proper facilities had brcught to
prominence the necessity of developing more adecuate fiscal
arrangements for the supoort of trunkline developments in
the muncipalities. Therefore, in P.A.1931, No.1l31l, or the
Dykstra Act, provision was mace for larger state participation
in urban street costs. The state was allowed to vay from 50
percent of the cost of trunkline construction in cities of
over fifty thousand population to 100 percent of such costs
in cities having less that twenty thousand pcpulation,
provided that the streets in the latter cities did not exceed
twenty feet or the width of the road immediately beyond the
city 1limits. This legislation established lichigan as a
forerunner amonz states in helpning finence city streets with
state funds. 1llichigan cities such as Saginaw, Ann Arbvor,
Jackson, Grand Rapids, Flint and Kalamazoo took advantage of
this legislature and inititated street widening and con-
struction plans during the 1930's.

The year 1932 brought little relief from the depression.
In fact, the depressicn reached it's lowest level in that
year with record unemployment, lowest farm prices and general
tax delinquency at 1t's peak. llany local units were defaulting
on road bonds issued under the Covert Act. To meet this

situation, the legisl=ature in a special session that year passed
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the Horton Act, which drastically revised the distribution of
the motor vehicle revenues. As amended in 1234, the following
appropriations were made to the counties: (1) the entire
proceeds of the weizht tax, and (2) 45,550,000 from the
gasoline tax., A sum equal to seven-eighths of the proceeds
of the weizht tax plus %2,550,000 of the gasoline tax proceeds
were apportioned to the counties according to weight tax
collections, and the remaining one-eizhth of the sum of these
two items was distributed among the counties under the lLickitt
Lct on a prorata basis according to township road mileage,

A1l of tahe funds appropriated unier the Horton Act were
earmarked for definite purposes; as previously stated, §4
million from the gasoline tax could be spent only on former
tovmshin roads. The balance of the total allocation was to
be divided into two equal parts as follows: the first fifty
percent was to be used for the zener2l needs of the county
road comnission; the second fifty percent was to be
apportioned among the following five uses in the stisulated
order of »nriority;

(1) Reducticn of special assessment installments
under the Covert Act maturing after May 17,
1932, the effective date of the Horton Act,
regardless of whether such assessments were
levied against special agssessment districts,
cities and villages, townmships-at-large or
counties-at-large.

(2) Any funds remaining after the payment of the
first oriority were to be used to reduce the
taxes levied on the county-at-large for
county road and bridge bonds.

(3) Any remaininz balance may be used for the
reduction of taxes levied for townshipn high-
way purposes.

(4) Of any remaining funds an amount up to fifty
percent may be allocated for the maintenance
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of adiition=1 licliitt roads. If the county bvorrd
of supervisors failed to vote funds for such
roads, the funds teceaze evzilavle in part for
city streets according to vriority five.

() The balance, if any, was 10 te divided beiween
the county rocad com:iszion for general road
purposes, and the cities and incornorated villages
cn a ororata basis according to ponulation.

“owever, as this act was amende by P.2.1341, No.258, the
five priorities =2re fixed so that only two-thirds c¢f ~he fifty
nercent may be used by the counties according to the first
3 priorities, and that only fifty cercent of the funds remsininv
after the deduction of alloc2tions for the first 3 priorities
may be usei for the fourth w»riority, thereby insuring the
fifth priority of receiving at least & vercent of the total
fund.

The fuands allocatel to the cities and villazes under
the fifth priority of the Hortoan Act must be =pent according
to the followinz five desicneted priorities:

(1) Payment of the city or village share of main-
tenance costs for state trunkline and federal
aid roads.

(2) Payment of the city share of okblizations under-
taken jointly with the state highway deoartment
for construction unier the Dykstra Act.

(3) Payment of debt service incurred for street
improverent.

(4) Reimbursement of oroverty owners for special
assessgirents paid for the improverent of state
trunkline hizhways, if the leszislative btody of
the city decides to apc-ronriate money for this
2UTNOSE,

(5) Genrral street purposes.

In addition to estavlishing a system of priorities for
the use of the $6,550,000 vhich is turned over to the
counties as explained a2bove, the act set a nurter of
rezulations concerning the expenditure of the remaining

procee’s ¢f the gasoline tax which are aporoorizted for the






-

—-2 -
state trunkline system. The state highway deoartment is
linited in it's expenditures by the following:

(1) & sun of $4,082,059.78 each year is reserved
for interest and sinkingz fund payrents on
state hizhway bonds.

(2) A sum of $5 million is earmarked for the

4 maintenance of the state trunkline systea and
non-trunkline highways and bridgzes. :

(3) Cf the amount that remains after deducting
current operating expvenses of the state hicsh-
way devartment and other contractural
obligations, one-fourth must be svent for
congtruction in the Upper Peninsula, and one-
fourth for construction in the Lower
Peninsula north of Townline 12,

As a result of the adontation of the Horton Act, local
tax levies for road purposes were practically eliminated, 1In
this manner motor vehicle taxes became the princi»nal basis of
rural hichway finance in Xichigan.

In 1933, the motor carrier fee was adopted, and displaced
the net weicht tax previously levied on common and contract
carriers. A mileage tax, which was graduated from one mill
per mile of operntion for vehicles under eleven thousand
pounds gross weight to two mills for vehicles weighing over
fifteen thousand pounds is levied, pnlus the weizht tax and
the casoline tax. The vproceels are apvropriated to the state
hishway department after expenses of administration have been
met,

In 1934, the weight tax on passenger cars was lowered to
35 cents per hundred weight, at waich rate the tax now stands.

In 1937, under P.A. Fo.102, the legislature made a
continuing aporopriation of $5 million for the st2te hichway

department to be used for the construction and maintenance of

hichways. However, only $1,750,000 was allowed by the covernor



-27-
for the fiscal years eadinz June 1938 and 1939, and in 1939
this law was suspended until 1943 at wvhich time the payments
tecame operative agoin.

In 1937 the weizht tax was amended so as to orovide a
gpecial rate for farmers who owned and ojerated trucks in
their business. The rate of fifty cents per hundredweight
vag prescrived instead of the higher commercial rate.

In 1933 a coanstitutional amendient requiriang that
motor vehicle tox funds should be used exclusively for high-
way burposes was passed and aporoved by every county in the
states Part of the Antidiversion awmendzent reads as follows:
"A1l tares imposed directly upon gasoline and like fuels sold
or used to propel modtor vehicles upon the highways of this
state, and on all motor vehicles registered in this state,
shall, after the payment of the necessary expenses of
collection thereof, be used exclusively for highway purposes,
including the‘payment of public debts incerred therefor, and
shall not be diverted or aporopriated to any other purposes;
provided, the legislature may provide by law a method of
licensing, registering, and transferring motor vehicles and
their certificates of title, and licensing and regulating
motor vehicle dealers and operators; and may prescribe
charges sufficient to pay for the enforcement thereof."

After this date to the present, there have teen no
striking changes in the state policy due to legislature, the
only laws being passed, were those amending previous laws and

in general changing the rate of taxation. In 1G41, the weicht



tax rate for farm trucks was reduced to 35 cents per hundred-
weicht, and there was establisned a swpecial category Ifor
trailers and seui-trailers owned and overzted by farmers, the raze
for which were 35 to 50 cents per hundredweizht, as compared with
commercial trailer rates of 20 cents or one dollar per hundred-
rveight, depending on the weizht of the trailer. This law also
provided that busses of church, parochial or grammar schools
were to be issued licernse plates at the rate of 50 cents ver
pair, without any other tax, placing this group in the same
category as vehicles ovned by governments of the state. In 1945
there was another change in the‘weight tax rate whicéh apwolied
to comumercial trailers weiching between 500 and 1,000 pounds.
The rate which had previously been 50 cents was raised to one
dollar per hundredweicht. In 1945 a liguor tax was apvlied for
highway purposes and this tax along with the returns from the
severance tai brought #3.6 million in revenues to the state in
1946, However, this special liquor tax expired in 1¢47. Also
in 1945 legislation was vpassed that required that racinz fees
returned to the cities by the stzte be used for strect improve-
ment, but this requirement also lapsed in 1947. The final
minor change occured in 1947 vhen the legislature established
a tax rate of five cents ner zallon on all fuel used by
automotive highway vehicles having diésel-type engines,

In discussing the stete trunkline system, mention must be
made of federal road suvnort. Earlier mention has been made of

the inauguration of the federal a2id policy in 1516, In 1521



-29-

this act was axsended and esteblished the policy of using funcs
on a federal-nid system to be selected by the state hichway
denartments with the apcrcvel of the U,S. Bureau of Putlic
Roads, Another chanze was made in federal policy by the
Hayden-Certwright Act of 1934, which amoncg other thincs,
attemncted to discourage the diversion of motor vehicle revenues
to non-hizhway purposes, The act provided that any state tvhich
devotel a smaller amount of motor vehicle fees and gasolire
taxes than svecified by law on June 18, 1934, would be penalized
vty the witholcing of federal-2id allotments in an amount not
greater than one-third of the allotment to which it would have
other wise been entitled., In addition to the Eeayden-Cartwri:ht
Act, the Federal-Aid Highway Act of 193%% contained a provision
allowing states which had not diverted highway revenues, and
which were unable to match federal-aid funds for 1338 and
1539, to be relieved of the matching requirements; provided
that at least ninety vercent of motor vehicle taxes had been
applied to administretive and operative expenses of the state
hizhway devpartment, the maintenance of the state and federal-
aid highway systems, and the payment of interest on and the
amortization of bond obligations of the stzte for the »ayment
of which such revenues had previcusly been pledged.

The importance of these federal-aid grants during the
decression cannot e minimized. Road construction in Michizan

viculd have been at a standstill if it haa not been for these

/

funds. Eighway grants which had averaged 3 million annually
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increased to $12 million dollars in 1837. In addition, .P.A.
expenditures were mede in llichizen; these expenditures reaching
a peak in 1932 vhen over 371 millicn of federal funds were

spent for hicthways in Y¥ichizen.

e have seen the evolution in hithway finencial pclicy
in the state which hes graiually shifted the burdens of
sun=orting the hi:hwerys frem the orovertv ovners. 3efore the
apoearance of the automobile, there was no need for a state
system, travel was locel in nature, and the orimary purpose
of the roads was for access to progerty. Thaerefore, in view
of the services rendered it was vrover that revenues were
provided from taxes levied on the property ol each community.
The development of the automobile and the growing usage of the
kighvway, demanded some sort of centralization. For this
purpose the state hizhwey depsriment was createi, £s the
roads became more used by motorists it was inevitable that
they should »2y 2n increasing percentage of hi:hway costs
the weizht and gasoline taxes, 7ith the coming of the
denression this change in fiscal policy was accelerated so
that now the mnjor portion of the hishweay revenue is obtained
from user taxes.

These taxes in general are a regressive type of tax. How-

ever, they are much better than the general pronerty tex in that

the versons who benefit the most are veyin~ the texes. ith the
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adoptation of the Anti-Diversion Axendzent, the puroose for
viich these revenues are raised are cusranteed, strictly in
accordance with the bernefit theory of taxation.

In - .1eral, there has Teen no major ovvosition to the
changes enacted in the fiscel policy. There has been much
contention as to the menner in rhich the revenues are
distributed, each unit of government clairming that there

share 1is

H.

nalecuate,

In comoaring lichizan taxes with the rest of the state
taxes, a favorable comdserison is found. OCnly one stzate,
Missouri, has a lower rate of zasoline tax, while three
other stetes have rates of three cents ver zallon. ilichigar
veizat tax vories from 75 to 120 percent of the national
average. Cn the whole, the llichigen rmotorist paid an
average of 3,7 mills in gasoline and weight taxes for each
mile traveled. This smounted to &8 vpercent of the national
averace in 1946,

Cn the following pages are shown various gravhs and
tables which show the scurces of revenue to the strte and
their relative importence, and the distribution of these

fundse.
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GENERAL REVENUES FOR ROADS AND STREETS IN
MICHIGAN
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MILLIONS OF DOLLARS - RETAINED FOR EXPENDITURE

DISTRIBUTION OF MOTOR VEHICLE REVENUE IN MICHIGAN

TO STATE HIGHWAY DEPARTMENT, COUNTIES, AND CITIES & VILLAGES

YEAR 1946
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MILLIONS OF DOLLARS - TAXES PAID

g1 . L
40
WEIGHT AND GASOLINE TAXES
FOR HIGHWAYS IN MICHIGAN
8 PAID BY EACH OF SEVERAL USER
OR VEHICLE GROUPS YEAR 1946
36
4
| 32 |
GASOLINE TAX
30
28
WEIGHT TAX
26
24
22
20
18
16
14 NOTEs
STATE OWNED VEHICLES
CONTRIBUTED 0.1% OF TOTAL
12 THROUGH GASOLIMNE TAX
10
——————16+1%
8
é
8.3%
4
2 2.8%
1.7%
PASSENGER COMMERCIAL PROPERTY PASSENGER FARU
AUTOMOBILES VEHICLES CARRIERS CARRIERS VEHICLES

FOR HIRE FOR HIRE



INEOHEL SHVTIOQ #0 SNOITIIN

A\Va ¥
(88}

¢ 42 dz 4t 4t ¢ ¢ T| 2| €| +#| S| 9| L| @

9YO6T=-TV6T

0v6T-6E6T

yC6T-626T1

ge6T-te6T

— 226T-6T16T

*NHEIXE °ISNOD J0 HYVHS TVvHIdHA LAVYD J0 INNORV QOIY¥Ed
IOVHHAV TVANNY

9¥6T 01 6T6T WOMI SAOIYEI HHEAO
TUNIIANEIXE NOILONHISNOD JO HMVHS ANV ‘INNORV
qIV-NI-SINVYD TVHEQEL Xg dAONYNIL
INTRANHAAOD FIVIS NVOIHOIN A9 STMAIIANIIYE NOIIDAMISNOD ERITINNYL




SHOVTIIA SdTHSNAOL
¥ SHEILID % SEIINNOD AIVIS

0T

0c

ot

oY

SHUNLIANIEIXHE JHITHI

SINENIOTIV IV TVHICHEL

9%6T 01l LT6T TOIYEd
SHAISXS AVOM FAIILOEISTY MIFHI NO FHAILIANIIXE HHNOHHI
SINTINYEAOD TYOO0T ANV FIVIS O HNINHOOV JIJANTE TVIOL d0 INITOUEL
NVOIHOIN NI SAVMHOIH ¥WO4d HONVISISSY TVHETEL

HONVISISSY TVHEQEL TVIOL 40 INIDYEL



SEXVI TTIV TENE  IHOIEM-NOIIVYISIDEY SEXVI TIV  TENd HOION JIHOIZA=NOIIVHISIDEM
: : s 3 v
e e 2 m 02
= Z > o
& o : 2 - o€
4] €] - n 4]
<)

e b i > = w | O
& 3 o H = o
" 0 - () 45} M
= 5 05
= )
et [
- L
& S 0l
&
6]
08
06
MV0 HEDNESSVd XAVEH
96T =
¥V0 YEDNESSYd IHOIT d0 mﬂ%ﬁw@%%ao 00
0 SV SEIVY XVI TN ¥OIOMN
NOIIVN FHI O 0TT

NOILIVIEY NI NVOIHOIR
NOIIVXVI FTIOIHHA HOION

0ct

XVI TVANNY EDVHIAV TVNOILVN J0 INHEDHEd NVOIHOIN



SHSNHE ¥HTHYVYD SYHIYYYD ALHHIIOUd SJ0NYL TVIDHHIUIOO SJI0NYL FHVd SdYVD YHIONESSVd

XVI IHDIEM

XVI TANI-HO0LON

9v6T UVEX
SYHSN AVMHOIH TVAIONIYd HEHI OL ONIATIIV
NVOTHOIN NI SIS00 TIIN-YEd XVI JHOIEM QNV THENA-HOLON

XVl IDVHIAY -IOVSN 40 TTIIN ¥4 STIIN



T O ATYTITm AT mAs YAt T AATY QMAMDTTAMTIOT
TS CLUNTY AUD TCOUUEZIIE Ui T lodwllaih

Tne Townshio Hijhway System
~he outline of the tovasnip nizhwecy system was

establishet by laws enacted during the period while llichigen

o

was still 2 territory in 1805, 1£19, ant 1327. The Act of 1305
authorizedl the tcrritorial -~overnor to divide the territory of
iichiztan into as many rogd districts as he saw fit. Ee was
reguired to apsoint 2 supervisor for the unkeen and develop-
ment of roads with the cistrict, and who was resnonsible for
the a-sessaent of the road tax in tae district. The road

work was finenced by a tax, payable in lebor on each adult,
m2Te freeholder, Thne tax could be comnuted a2t the rate of

22 cents for ecch day's labor and the amount of lavor was
limitel to thirty days of work on the roads in any one yenr,
In 1819 the county comaissioners were given the final
authority ~nd res>onsibility for the roads in each county.
Eowever, the towmshin supervisor of hishways was in charce of
the administration of road repair and development. In 1327
the orzanization of acministrative »nractices for tovnmshi»
hi~hways was established, and these practices survived until
the pmass~ze of the lclitt Act in 1931. The law of 1327
provided for the election of three townshi»n hichway commissg—
ioners and an overseer of hizhways in each roal district.
These offices placed the control and administration of the

s within each towasnin,.

Cu

roa.

In 1331 there was a2 consolidaticn of the various acts
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concerning townsihin roads., In F.A.1221, 0.243%, the tax for
tovmshis roads was limited to one-half days lebor, cr fifiy cents
for each %100 of nrozerty owned by the taxo=yer; a minimum of
one-tentnh day's lebor or it's eouivalent in wmoney was also
established. The zmount of tax levy in 2 year wvas decided
uson by the electosrs of tae townsiip in reeting. If a mejor-

ity of the electors azgreed, the nizhway tax could be assessed

on a money besis instead of on a lavor basis. The act also
stinulated that all hizaway taxes levied had to be spent for
hizshway purposes witain the township.

In 1903 the tovmships were authorized to is-sue honds for
road construction, if avoroved by a majority vote of €0% at
a general townsnip election. The bond issue was limited to
5 nercent of the total value of property within the township,
and the townshipo was rejuairel to impnose a tax to cover the
annual veyment of principal and interest on these bonds.

State aid was ziven the township roads under the State
Reward Act of 1505 and it's succeeding amendments, one of
which placed nart of the townshin roads under st~te control
as state trunklines,

The option of paying tovnshio road taxes by labor was
discontinued in 1927, and all townshin roai taxes were made
nayeable in cash.

There were no other major changzes in the tcwnship road

system until 1931 when the needs for a more centralized

authority weas realized and the townshi» rcads were incornorsted
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in the county systemn.

Countvy Rond Tax Structure

The develop:zent of the county roz2d system vas on out-
erowth of the townshio hizhway system estea®blished in 1235 by
the lichizan territorial -overnment. These township roads
~ere alloved to develon in a rather hap-hazard manner until
1823, when the adonteticn of a county road systexn was wmnde
perzissive for 21l counties under P.A.14G of that veor., Tais
was *he most irrortont niece cf hizhway legislature thet had
been enacted since .Llichicen had reecchea strtenoccd. The
general fertures of the law provided that a general election
was necessary to determine whether a county was to adoot the
county ro~d system. Uwncn adoptation of the system, sdministr
tion was placed in a local btoard of county road commissioners,
who were 2t first elected to office; Ttut an zizendizent in 1211
nermitssi apoointment in counties hnvinz over tairty surveyed
townshing, providinz this method of selection was ngreed unon
by the county board cf supervisors. Ian 1317, under P.A.355,
aponointrment of county rool comaissioners was malie optional in
counties comarised of more taan twalve surveyed townshivs,.
All the county roals vere under the sole jurisdiction of the
county road comuiissicners whose cduty was to keev them in
proper condition and to moke improvements when necessory.

The syste: was financed by a couanty road tax levied on the
property of the county-at-lorze, with a limit of three wmillgs,

in additicn to the towashin hichway tax. Bond issues could b
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floateld by the county road commissioners, if avoroved by a
majority vote of the electors at 3 general county election.

The purnose ol the act wes to en2ble the established
coanty roald conmmissioner to raise the sitanderds cf road
2alninistration 2bove, the towmship level. However, there vas
mistrust on the part of some that the state was tryinz to
usurn povers fron the local governmesnts and put it in the
hands of the counties, ~nd a@p:roval on the county system
vas often hell us for this reason. To overcoze this difficulty,
under P.£.19209, II0.2%3, any part of 2 county which favored the
county system coul: creste a goocd-road céistrict within which
the county roaud law woulu be operative., The district could
be formed upon oetition by ten percent of the resident free-
holders of any township or city, and agproval of the prooosal
et a munici~-=1 election. The administration of the district
was placec in the board of good road commissioners, one
memper representing ench municipality involved. Finencial
supo0ort was obtained by the levy oi a uniform proverty t=
over the entire district. In addition each good roads
district was entitled t0 receive stinte rewards and @ share
of the weight tax. Then the entire county adopted the
county road systemn, the ~o00d roaa district was dissolved.
It was 1220 vefore 211 the counties except Benzie and
Cceana had adopte’l the county road svstem, these counties
finally adopted the system in 12320,

Additional sources of revenue were provided by the state
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for the county road system. In 190-, as dreviously discussed
county road systems were eligible to receivs state reverds.
After 1715 u-rt of the procesds of the wei:at tex was made
aveilable to county road comuiésions.
In 1215, enother method of finance was initiated as a

<

gu:2lementary rmeans of financing roa:. improvements, Accori-
ingﬁé.;.19l5, '0.5%2, or the Covert Act, the use ¢f a soeci=l
astesssent device was meranitted uvon retition of the orners
of property frcorntinz on at least two miles of the hichwey for
vhich the improvement was intended. The vetition had to te
avprove: by the bo=ard of county road corrissioners, who had
to prennre the method of financinz the improvements, i.e.,
the annortioninz of costs to the s»n cial aszessment rcad
¢istrict, the county-rnti-l-r-e, =2nd the tovnship-nt-larce,
“hen the assesszent roll had been prenared, tonds could ve
issuel nayeble from vproceeds of th assessments. ‘riginally,
-0 percent of the cost had to e borne ty the district, bus
in 1217 this was reduced to as low as 256 ty the lezislature.
This method of financing roacis proved snatisfactory until the
depression, 2t which time, property values declined ard the
assesszents were too heavy a load for the nroverty owners to
carry. Tnerefore in 1331 and 1932, the lcX¥itt and Horton
Acts were mas=e. 10 eace tais situmtion, end as mentioned
before the .citt Act »rovided fo- the consolidétion of the
townshin roal within the couznty systen.

An outstandiing feature was adied to the county road

I-ly

system in 1325 with the »pos

[9)]

age o

[y

the super nichway law,
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This proviced the machinery by which two or more counties
could cocperate in the construction of super high.ays, which
were defined by law, as roads exceeling a width of 106 feet.
A contract was made among the active counties in relation to
the coordinated development of these roads.

Financiel support for these super highways was to be
provided from the proceeds of a special county tax not to
exceed the rate of one-half of one mill, levied on the total
assessed value of property in e-ch of the tarticivpating
counties, the levy of special assessment under the Covert Act,
and any funds aveilable to the road commissions of the
various counties. The super hizhway had the sta2tus of a
ccunty road within each county.

As observec during the stucy of the stzte tax structure,
in the years following the depression, the county system has
Yeen supported meinly throuzh the redistrivution of motor
venicle taxes by the state and by federal-aid grante; and
that the property tax is no longer an outstanding contributor
to the highway revenues of the county.

Let us examine the hsitory of Bay County which was a
pioneer in county road administration and which set an example
for the passage of the County Road Act of 1893. In 1883 the
legislature passed Local Act 278 which established a "stone
road district" in Bay County consisting of the cities of Bey
City, ‘iest Bay City and the Tovnships of Honitor, Wwilliams,
Frankenhest, Bangor, Kawkawlen and Hampton. The act orovided

for the apoointment of "three stone road commissioners" bty the
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zoaru of Supervisors to hold office for one, two and three vesrs
resoectively. Thereafter one corrissioner vas aviointed each
vear for a three year term.

The 3oard was created to maintain and repair three road
crossing these townships and entering the cities, with the
provision that no road district funds were to be spent with-
in the corporate limits of the cities, A later act provided that
these main roads could ve improved within the cities far enouzh
to join the city pavements; the cost witain the cities shared
ty the roed district and the cities.

The "stone road bcard" was authorized to order the levy
cf not more than one-half mill rcad tax to be spread on the
taxatle property of the district including the cities., Thae
commissioners were given full charge of maintenance and
construction of the roads nemed in the act, and were
authorized to employ such 2ides, assistants, and laborers as
were necessary.

The stone road act of Bey County was amended every two
years up to and includiﬁg 1591. Local Act 350 of 1835
vrovided that the comnissioners were to receive a salary of
$75 a vear and permitted them to levy a two mill tax instead
of the original one half mill tex in the original act., Local
Lct 396 of 1887 raised the number of commissioners from three
to five, while lLocal Act 386 of 1229 added 5 new townsains to
the district, and authoricel the Board to employ an encineer.

The act of 1:°1 adled another road to the district. ith the



vassege O0f the general county rced act in 18S3, Bay County
gracually c=me under that act, ani is now subject to it's
oprivileges and limitations, except that Bey County is allowed
five commissioners instead of the usual three. Special
credit should be g¢given to Bay County, for it's position as

a leader in the field of county road administration and

finance.

The development of the present county tax system and
administration has been traced from é;is early beginnings as
tovnship roads under the territorial government to it's
present stage., Several factors are outstanding; namely, a
more coordinated svstem has been developed and the svstem is
no lonzer financeua locally by use of property taxes and
svecial assessments, tut by the distribution of state-
collected user taxes. This change is Jdue to the recognition
of need for centralized system of ro-ds in Xichigan, and the
necessity of relieving the burcen of property owners during
the cdepression.

As discussed previously, the.two formulas for
distrivuting highway funds to the counties involve the
avclicaticon of the following factors: the mileage of the
township roads; the number of ccunties; anid the weicht tax
collections in each county. First, under the ilcliitt Act,
gasoline tax revenues in the amount of $4 million are
distributed to the counties in ration of total mileage o

township roads within the county to the total state mileage
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of such roads, The mileaze of tovnship roads are certified so
2s to make sure that tne counties are only receiving funds for
the true mileace of townsnip roads within the county. This
milerce can be recertifiel Y ennielly by the counties to wnrovide
for the expansion of the system. The second forzula is used
to distrivute the eatire oroceecds of ;he weizht tax and
2,250,2C0 of the z=2soline tax to the counties. Cne-eizhth of
this total is diviied egually ambng the eizhty-three counties;
the other seven-elzths are epsortioned a2ccording to welzht tex
collections within e2ch county. This 123t formula was devised
under the Horton Act. In additicn 3200,000 is granted to the
counties from the state ni:hvay fund for snow removal. This

appropriation was made in 1935, and is made to counties having
over sixty inches of snowfall during the fiscal ye2r, with the
apporticnment being based upon each county's prevportion of
the total "inch miles of snow." This factor is comouted by
multiclyin - the nunber of inches of snowfall in the county by
the number of miles of road in the county. 4Another source of
funds, the general property tax, is used in only six ccunties.
The methods of distriobution of the motor user taxes to the
counties is criticized by some autaorities, who feel that
traffic density should be a factor in the distribution of funds
to the counties. However, it must be realized that the
problem of devising a method for distribution of these funds is

a ¢ifficult one, as Fishman in her "State-Local Fiscal

Relations in Illinois" Stated:
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"lalculation of the siznificance to vehicle users of
any proposed improvement in the hizhway system must take
account of nresent traffic density, the size of the area to be
served, it's population, income, competing modes of trans-
vortation, the geographical distribution of trading and
industrial centers, plus a suostantial elexent of judsement
in predicting chnanges in these variables. No simple formula
will serve this purnose satisfactorily. The allocation of
funds to and within counties by a central authority equinved
with necessary information, experience, 2nd discretionary
power ap2ears to the optimum from the standpoint of efficiency."

The aiministrations of the county system needs reorcani-
zation in some counties. In about sthree-fourths of the
counties in ¥ichicgan, county road commissioners are apnointead
by tae board of suvervisors. Comuissioners are elected by the
voters in the remaining counties. Exvnerience has shovn that
better county highway aiministration has been obtained under the
aspointive system. In about half of the counties the road
commission operates purely as a policy-making body, leaving =11
manesgerial suthority in the hands of a full-time enzineer who
is respnonsible to the road commission. Tnis type of orgzanization
is more efficient than the methods used in the other counties
in which the managerial powers are exercised by the board of
road comuissioners. If corrections are made to remedy these
faults, and cooperation with other county and city agencies in

the development of integrated regional hizhway orograus is



obtained, the county system will overate at it's maximum

efficiency.



HIGHWAY EXPENDITURES BY THE COUNTIES IN
MICHIGAN ON COUNTY PRIMARY AND FORMER TOWNSHIP ROADS
FOR CONSTRUCTION AND MAINTENANCE
YEARS 1937 TO 1946
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*THT UUICIPAL RCAD TiX STRUCTURE*

The building of city strects has generally been 2 local
rcspnonsibility, financed throuzh property teax levies, special
assessments and from apporopriations from the general fund.

It should be realized that it is difficult to determine the
exact nature of taxes levied for streets as a large proportion
of funds used for city streets come out of the general revenue
and were not specifically earmarked for street imorovement,
maintenance or construction. .

The Constitution of 1350 authorized the cities and incor-
porated villeges to impose taxes and to controct debt. It mede
specific vrovision for the rizht of eminent domain provided that
improvements were a public necessity, and judzed to be so by a
jury. The Constitution of 19038 provided that cities and villazes
would have the rizht to exert "reasonable control'over tneir
streets. The constitutional orovisions concerning the financing
of city and village streets are given definite expression in a
number of acts. Cities and villazes have tae power to open,
improve and maintain streets. To provide the revenue for these
activities they are perzitted to use the property tax and
special assessments. In connection with the levy of these taxes
and assessments for street purvoses, cities and villages can be
divided into snecial districts. Cities and villages are
authorized to borrow in anticipation of generzal tax collection
for the same yea2r, but not in excess of one-fourth of the levy

provided the loan must be repaid when these taxes are collected.



Funds may also be borrowed in anticipation of the collection
of svecial assessments made for streets. These regulations are
set forth in the Constitution of 1929.

Exnenditures on city anl village streets, other than siate
and county exvenditures on thelr respective trunkline and
primary roads have totaled 884,92 millions of dollars since 1910.
This is the greatest hithway expenditure made by any of the
three jurisdictions, and represents about 37.0 percent of the
total expenditures. The urban units spent 5% of their total,
and federal relief agencies s»ent the remainder. These funds
were obtained by general property taxes end spvecisl assessments
for the most part until the depression. Since then general
revenues provide little more than fifty percent of the funds
exvended for streets, while the remainder is provided by vnro-
ceeds from the state anc county under the Dykstra Act, and the
xicNitt and lorton Acts, as explained previously. Under the
original Horton Act the cities and villages received funds only
if there was a balance remaininz after the deduction of the
the ferst four nriorities. This system resulted in crave
misjustice to some cities. In 1S42 there were €7 cities that
never received one cent from the distrubution of the weight and
gas taxes. In that vear the »er capita amount nroportioned to
cities ranged from .80 in Oakland County to 37.19 in Roscommon
Countye However, this fault was remedied in 1941 by nassace
of amendment to the Horton Act which required that the counties

leave a balance of at least eizht percent of tae weizht and c<as
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tax refunds for city and municipal uce. It is believed by soue,
that the distribution of funds to the cities should be made
directly from tae state instead of vnassing throuch the county's
hands.

The Hichway Study Committee in it's report of 1943, recom-
mended that standard accounting practices shoul: be adonted by
the municivalities; closer cooperation vith the state and
county be strived for; and that the state legislature direct
cities to classify street gsysvems into major and local streets
on the basis of accevnted vrincinles of street planning, the
classification in each city or village to be carried out in
cooperation with, and subject to final avnroval of the State
Hizhway Denartment. These steps would enable a better view of

the financial needs of the municioalities to be obtained.
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In the preceding pages we have tracec t:.e development of
the Michigan Road Tax systemes .e have seen how the system zrew
complex, as the problem faced by the hirhway syvstem became more
involved due to the develovment of the a2utomoctile and hichway
travel. «ichican has endeavorea to meet these problexns as they
erose, and are now attempting to find a solution to tze
increased cost of maintenance and ccnstruction that exist to-
dav. The only way this problem can te dealt with, as it has been
in the past, is through long range vlanning and legislation. As
it has been so aptly stated, "Eichway procress is primarily a
history of legislation." Just what shape or form this
1egislétion vill teke place is a matter of cuestion, and will
undoubtedly be a compromise between the state, county and
rmunicional levels of zovernment.

As the financial history of hizhways and roads in ichigan
was developed, we have gseen the zrowth of three secparzate, but
cooriinated systems of roe -~ and streets. The state trunkline
system consists of 9,286 miles of urb-n and rural highways.

Tais system is firanced by the gas tax anc federal-aid funds.
The county system is made up of 85,343 miles of rural and urban
streets. This system is financed in it's entirely with proceeds
from the weight and cas taxes, and seconérry federal-aid crants;
with the exception of Allegan, Chinpewa, Geobeic, warguetie,
Jenominee and St. Clair counties, in which county vprowerty taxes

are assessed for highways. These taxes amounted to 20436
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million in 192+:6. City streets comprise a totzl of 11,%01
miles. City streets are finance¢ throusth returns of the motor
vehicle taxes through the county, general revenues from tnae
city an: federal emergency grants.

As has been discussed, the hignway system has been finance:x
from three major sources of funds since 1931, Originally, the
general revenue, l.e., the pvronerty tax was the sole support
of the hichway svstem. FEowever, with the increased use of the
highways and the decline of teal estate values due to the
depression, the property tax has been relegated to a position
of minor izportance. In 1347 less than one million dollars
was raised for the state trunkline through general revenues,
The ma jor portion of this amount came from receipts of the
Straits of llackinaw ferry tolls, which eo to defray ferry
overating expenses. In 1946, only $0.50 million of county and
township taxes were assessed for roadsand streets. Iunicinal
property tax support for the same year amounted to some eicht
millions of dollars.

The motor vehicle taxes, consisting of the gas tax, and
the weight tax and the motor carrier fees are now the major
support for highways. Since their adoptation they have played
an ever increasing role of importance. In 1946, over 359.2
million were raised oy this type of tex. The cost of
collection amounted to $2.1 or 3.47% of the gross total revenues.
In 1546, the weizht tex collection amounted to $27 million, the
gas tax revenues totaled $34.6 million and the motor carrier

fees came to a total of 30.67 million.



Felerel aid funds also play a prominent vart in lMichizan
highway finance. Michizan was allotted $16.6 million of funds
for the fiscal year ending in 1447. These included $&.8
million for »rojects on the federal-aid highway system, %5.7
millicn for those on this system and in urban areas, and $4.1
millicn for those on principal secondary and feeder roads
comprisinz the federsl-aid secondary system. By acreement
with the counties, 73% of the secondary road funds are ex-
pended on sections of that system undercounty jurisdiction,
and the remeinder on portions that are state trunklines.

As was stated in the introduction, Michiz'n faces a long
range orogram of hishway construction and improvement which
added to maintenance problems will cost approximately $1£0
million annually for the next twelve to fifteen years. The
method or methods by which this pnrogram will be financed is
coen to question., There have been several sugzestions as to
how the funds are to be raised, and they will be just
mentioned triefly as it is teyond the scope of this report
to study the possibilities clozely. The Michigan Tax Study
Advisory Board in it's report of 1S45 sugcested that the
rate of gasoline tax be raised to four cents ver ¢allon. The
report also urczed that the distribution of motor vehicle
revenues to the various levels of government be on a strict
percentage basis of 4C% to the state highway department, 35%
to the counties and 25% to cities and villages. The !’ichigan

Zighway Study and llichigan Good Roads Federation in their
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Joint analysis, "Highway Needs in Michigan®™ mad the following
recommendationst a larger share of the expense for local roads
should rest on the local tax structure; state retail sales tax
on automobiles and accessories could be devoted to the support
of highways; and the weightAtax rate should be raised to 59
cents per hundredweight, the rate prior to 1933. This analysis
also calls for a different method of apportioning the motor
vehicle tax revenues, as the present method of distribution was
adopted during the depression to meet the needs of that period.
In conclusion, Michigan has made tremendous strides inmn
the development of its roads and streets, both financially and
administratively. This has been due to the perserverance of
its citizens and various organizations in their fight for
good roadsa, and the legislature for its recognition of the
importance of good roads and streets. With this same
combination, Michigan can look forward to its future highways

with a high degree of assurance.
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