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Overview

Michigan has changed dramatically over the last couple of years, as the state
staggered through the worst recession since the Great Depression. One of the more
visible outcomes of this has been the significant erosion of funding for governmental
agencies at all levels.
Accordingly, most governmental agencies have changed the way they do things.
That’s certainly true for road agencies, though operating with tight budgets has
been a way of life for Michigan road agencies for decades due to the state’s history
of underfunding its transportation system.
As a result, Michigan’s road agencies have been finding ways to save
money and improve efficiency for decades – and that continues today.
However, Michigan’s road funding situation is rapidly becoming unsustainable. As
revenues continue to decline and the cost of maintaining roads continues to rise, a
larger and larger share of the roads is deteriorating to poor condition. As this occurs,
over time the cost of repairing the ever-worsening roads will continue to rise.

Michigan has the highest percentage of structurally
deficient bridges in the Great Lakes region.

As a state, Michigan has failed to address this issue. Rather, we have opted to “kick
the can down the road” by failing to adequately fund our road system.
Unfortunately, the longer we defer repairing our roads, the higher the cost will
be to make those repairs.

KICKING THE CAN

CLINTON TWP.

DOWN THE ROAD
40789 Garfield
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Oakland County Communities See The Changes
Officials of Oakland County communities indicate they
see the results of our lack of investment in our roads
every day in the form of further deterioration. That was
one of the messages that came through during the
Road Commission for Oakland County (RCOC) 2011
Strategic Planning meetings.
Since 1985, RCOC’s leadership has met individually
every two years with the leaders of virtually all 61
communities in the county through the Strategic
Planning process. This process allows both the Road
Commission and the communities to share news,
exchange ideas and generally maintain a dialogue
about the county’s roads, economic development
initiatives in the communities and other situations in
the communities that could have an impact on roads
and traffic.
During the 2011 round of meetings, which took place
February through July of this year, community officials
reported they too are struggling with declining revenues
due to the severe recession, though a number did

observe that they see signs that the region’s economy
is beginning to emerge from the economic downturn.
Some communities reported that property values seem
to be stabilizing within their borders, with most reporting a slowing of the rate of decline in property values.
A few continue to struggle with property values that
do not yet seem to be moving toward stabilization.
Many communities reported a recent up-tick in building
permit activity, while some have seen actual new home
construction.
All communities noted they are also dealing with the
ongoing real estate foreclosure crisis. Most reported,
though, that foreclosed homes seem to be re-selling
fairly quickly, and they are seeing fewer foreclosures
now than in the last two years. Some communities
indicated they have instituted regular reviews of
foreclosed properties to ensure they are being
maintained to at least minimum standards.
While sympathetic to the state’s road-funding crisis,
many community leaders also noted that there are an
increasing number of roads in poor condition within

their communities. RCOC Managing Director Brent
Bair explained to the local officials that the financial
situation has forced the agency to continue to reduce
the level of services it is able to provide.
The following pages outline some of the concerns
raised by community officials during the 2011 Strategic
Planning meetings and offer a broader picture of the
road-funding challenges facing Michigan.

The Dangers of Kicking
The Can Down The Road

As noted, one of the challenges of the current roadfunding crisis is that the longer we put off repairing
Michigan’s roads, the more it will ultimately cost
to do so.
A good example of this is road resurfacing. In years
past, when more money was available, RCOC
conducted many “preservation overlay” projects.

As this image shows, the more a road deteriorates, the more extensive
(and expensive) the repair needed to fix the road.

WHY
NOT
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These are simple resurfacing projects, in which a road
that is in moderately good shape receives a simple
inch-and-a-half layer of new asphalt.
The preservation overlay projects were cost-effective
quick and easy projects that would extend the life of a
road in moderately good shape by about 10 years.
However, once a road deteriorates beyond a certain
point, it is no longer a candidate for an overlay, and a
much more substantial rehabilitation or reconstruction/
replacement project is required to restore the pavement. The challenge, of course, is that rehabilitation or
reconstruction/replacement projects are vastly more
expensive than overlay projects.
It generally costs RCOC about $175,000 per mile to
perform a preservation overlay project on a two-lane
road. However, a major rehabilitation project costs
about $1 million per mile for a two-lane asphalt road.
Removing and replacing a five-lane concrete road
costs about $5.5 million per mile.

Clearly, applying the proper maintenance (such as a
preservation overlay), at the proper time, before a
road deteriorates extensively, can save large amounts
of money. However, when there is no money to do the
proper maintenance, the roads’ useful lives will be
much less and it will cost far more to restore them to
good condition.

Michigan’s Reality

While some other states are moving ahead with
substantial road improvement programs based on
their higher funding levels, Michigan road agencies,
including RCOC, are facing continually eroding
revenues coupled with rapidly growing expenses.
During the 2011 Strategic Planning meetings, RCOC’s
Bair pointed out that the Road Commission’s revenues
from the state gas tax and vehicle-registration fees (its
two largest sources of funding) dropped by 4.4 percent
between 2000 and 2010. During that same period,
many RCOC operating expenses grew by double or
triple digits (see table at right).

What RCOC is Already Doing

As Bair explained during the Strategic Planning
meetings, RCOC has not been sitting idly by while
the financial storm raged around it. In fact, RCOC has
taken many steps to improve its efficiency and reduce
its costs. Several examples are listed below.

RCOC Operating (MTF) Revenues
FY 00 - FY 10:

- 4.4%

RCOC Cost Increase Examples, 2000-2010
Item

Percent Increase

Guardrail & Hardware

235%

Diesel Fuel

142%

Plow Blades

142%

Salt

138%

Asphalt

95%

Salt/plow trucks

60%

Sign Posts

49%

Traffic Signal Cable

46%
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- Reduced Workforce
As a result of its falling revenue and increasing
operating expenses, RCOC is reshaping itself. It has
greatly reduced its workforce while continuing to
improve efficiency.

Fortunately, to date, RCOC has been able to make
these reductions through attrition, as employees
retired or voluntarily left the agency. Additional cuts are
expected in each of the next three years, as identified
through the agency’s three-year budgeting process.

RCOC simply cannot perform as much work as it has
in the past. It continues to provide its core services,
such as pothole patching, winter road maintenance
(salting and plowing), gravel road grading, etc.,
though it is doing less of all these tasks.

- Joint Purchasing
Another way RCOC is responding to the reduced
funding is by continually seeking ways to purchase the
materials and supplies it needs more cost-effectively.
This has included joining a consortium of governmental
agencies for some purchasing activities.

Bair pointed out to the community leaders during the
Strategic Planning meetings that since 2007, RCOC
has eliminated more than 20 percent of it’s workforce.
Of the positions eliminated, approximately 50 were
hourly employees who performed tasks such as pothole patching, driving salt trucks, repairing the trucks,
driving road graders, etc. The rest of the positions
eliminated were salaried or managerial posts. Today,
RCOC has more than 100 fewer employees than in
1974 (though responsible for more road lanes handling
significantly more traffic).

In other cases, RCOC purchases additional quantities
of materials, which it then sells at cost to local communities, ensuring the Road Commission gets a better
price through a larger purchase and providing the
communities with a lower cost than they could attain on
their own.
- LED Traffic Signals
For years now, RCOC has also worked to steadily
reduce its energy use – and thus energy costs – by

converting traffic signals from traditional incandescent
bulbs to light-emitting diodes (LEDS), which last
seven-to-ten times longer while using only a fraction
of the energy.
- Privatization
RCOC has been a leader in terms of privatization –
it has privatized numerous activities when doing so
made business sense. A few examples are: curb
sweeping, pavement markings, bridge inspections
and shoulder paving.
However, the reduced revenue also means that
RCOC is not able to do the routine maintenance that
could preserve many of its roads in good condition.
For example, more than five years ago, RCOC was
forced to eliminate all preservation overlay projects,
due to a lack of funding.
That means RCOC has no choice but to let many roads
deteriorate to the point where major rehabilitation or
reconstruction are required. Gradually, a large backlog

of costly rehabilitation and reconstruction projects is
building up.

Two Paths Forward

Michigan is at a crossroads when it comes to its roads.
It can choose to meet the challenge of adequately
funding the system, thus ensuring a strong transportation system to support businesses, tourism and
communities. Or, it can accept the status quo.

Installation of LED signals is one example of how RCOC has used new technology to
reduce costs.

Maintaining the status quo also means we’re kicking
the can down the road: Over time, the cost of restoring
the majority of Michigan’s roads to good condition will
grow greater and greater. What may have been simply
a large problem in years past is becoming a massive,
incredibly expensive problem, which is growing more
costly by the year (see table - below).

What does the status quo mean for Michigan?
The Michigan Asset Management Council – the group
established by the state Legislature to annually assess
the condition of Michigan’s roads and to promote the
use of the business concept of asset management by
the state’s road agencies – has concluded that at
current funding levels, Michigan’s roads will continue
to deteriorate AND that the rate of deterioration will
increase in coming years. That means there will be
more pothole-riddled roads and failing bridges in the
future – both of which are bad for business and reduce
the quality of life for Michigan residents.
Source: Michigan Transportation Asset Management Council.

If we wish to avoid this catastrophic future, there is

another clear path. That path involves increasing
Michigan’s existing road funding sources in the short
term (the gas tax and vehicle-registration fee), while
finding a more reliable long-term funding stream to
replace these sources.
This has been the recommendation of two Congressional advisory committees as well as Michigan’s
Transportation Funding Task Force (TF2), the group
created by the state Legislature to study this issue.
What is the long-term solution to the road-funding
crisis? As Bair explained during the Strategic Planning
meetings, RCOC officials and many transportation
experts across the country believe the answer lies
with the concept of a Mileage-Based User Fee
(MBUF). Many of the community officials participating
in the Strategic Planning meetings agreed that
MBUF presents a compelling alternative to traditional
road funding.

MBUF – A Long-Term Solution

Despite the concerted efforts of RCOC and many other
road agencies to reduce operating costs and increase
efficiency, the reality is that, ultimately, the gas tax (the
largest source of road funding in Michigan and most of
the nation) is a failure as a stable funding source.
Regardless of the efforts of road agencies, inflationary
pressure inevitably means the spending power of gas
tax revenues will relentlessly decline, year after year.
This decline, in turn, leads to constant pressure on
state legislators across the country, as well as on
Congress to raise the state and national gas taxes –
a move that inevitably is politically distasteful. MBUF
offers a simple solution that would ensure adequate
road funding across the country without placing an
undue burden on motorists or businesses.
MBUF, as Bair and other RCOC administrators
pointed out during the recent Strategic Planning
meetings, would involve roads being funded through
a fee based on miles travelled rather than a tax on

As this table shows, not all drivers contribute the same amount toward the upkeep
of the roads.

the number of gallons of gasoline purchased. Many of
the local officials participating in the Strategic Planning
meetings agreed that MBUF holds the potential of
being a much fairer and more effective way of paying
for roads than is the gas tax.
Today, the amount of money any motorist pays
toward the cost of maintaining the roads is based in
part on the level of fuel efficiency of the vehicle he or
she drives (see diagram above).
With MBUF, motorists would be charged based solely
on how much they use the road, regardless of how
their vehicles are powered.
As RCOC officials pointed out, today, drivers of electric
or hybrid cars are not paying their fair share for their
use of the road system. Owners of less-efficient, lessexpensive vehicles (often the poor) are paying much
more to use the roads. While there are certainly
environmental and other benefits associated with
electric or hybrid vehicles, it seems the owners of

those vehicles should pay their fair share to maintain
the roads based on their use of the system.

We Can Do Better

Michigan could have much better roads, just like
some of its neighboring states, but only if we choose
to make roads a priority. We need to implement new
short- and long-term road-funding solutions. In simple
terms, that means raising the gas tax in the short term
and implementing a strategy such as MBUF for the
long term. long term.

What Can You Do?

Many Michigan state legislators have not yet grasped
the urgency of the state’s road-funding crisis. In part,
that is because residents generally do not call their
state legislators when there is a problem with their
roads – they call the agency with jurisdiction over the
road (the Michigan Department of Transportation, their
county road commission or their city or village).
State legislators need to hear more from local officials,
business leaders and motorists who are frustrated with
the condition of Michigan’s roads. It’s time to show

legislators that the current state road-funding shortfall
is having a negative impact on their constituents.
Please help us move toward better Michigan roads.
Contact your legislators and let them know roads
are important to you, you’re frustrated with the
ever-worsening condition of our roads and solving
the problem would benefit your community.

2011 RCOC Strategic Planning
Report – Volume II CD
Want to know what local officials are saying about
the roads in their communities or about the growth
potential they anticipate? The CD below contains
Volume II of the RCOC 2011 Strategic Planning
Report, which offers detailed reports on virtually
every community in Oakland County based on the
2011 round of RCOC Strategic Planning meetings
with those community leaders.
Both this publication and Volume II of the RCOC
2011 Strategic Planning Report are also available at
www.rcocweb.org (go to the “Publications” section
under the “About Us” tab).
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