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Michigan's constitution reserves all motor fuel and vehicle weight taxes for
transportation purposes exclusively. The principal motor fuel taxes are the gasoline
tax and the diesel fuel tax, but LP gas, aviation fuel, and watercraft fuel are also
subject to fuel taxes. These taxes and the motor vehicle weight tax are deposited
directly into the Michigan Transportation | Fund. Transportation revenues are then
channeled to state government, county road commissions, cities, and villages for the
purpose of constructing and maintaining roads and bridges and to support public
transit systems throughout the state,

The gasoline tax is the largest smgle source of funding for transportatlon
programs in Michigan. The rate of the gasolme diesel fuel, and LP gas taxes is
determined by formula and increases (but inot proportionately) when fuel consumption
declines or road maintenance costs increase. Using this formula, the motor fuel tax
rate was increased to 15¢ per gallon, from 13¢ per gallon, effectlve January 1, 1984,
The tax rate will remain at 15¢ per gallon after the formula expires in 1985.

Motor fuel consumption rises and falls with the economy. Because unemployed
individuals do not require gasoline to drive to work and because trips for entertainment
purposes are less frequent during a recession, Michigan gasoline sales have declined
ever since fiscal year 1978. However, with increased employment, an expanding
economy, and the begmnmg of the wvacation season, both motor fuel sales and revenue
should continue to increase throughout this fiscal year. Compared to the same period
one year ago, motor fuel taxes are up over! 16%; year-to-date motor fuel tax collections
are more than 23% higher than for last fiscal year.
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