
Explore New Federal Revenue Opportunities 
 

What’s Best for Michigan 
 
Diversify the portfolio of funds available for investment in transportation to provide increased 
funding, improve the stability of the overall funding stream, and reduce dependence on the gas 
tax. 

Continue to explore the viability of replacing motor fuel taxes with a fee on Vehicle Miles 
Traveled (VMT) as a means of improving the long-term stability of infrastructure funding. One 
idea for furthering our base of knowledge on VMT fees is to look at funding a study that 
includes a broader area than previous studies, such as a metropolitan area that crosses 
state lines. 

Why 
 
Increasing gasoline prices in recent years has exposed a fundamental weakness in our 
reliance on motor fuel taxes as the source of funding for our transportation infrastructure 
investments. 

• High fuel prices have shifted the demand for motor vehicles away from larger, less 
fuel efficient vehicles toward smaller, more fuel efficient models. 

• Policy makers have also responded by legislating higher fuel efficiency.  

• The U.S. Environmental Protection Agency predicts that fuel efficiency for light-
duty vehicles on the road will increase by 42% by 2030, and the fuel efficiency for 
freight trucks will increase by 15% over this time period.  

• The significant decline in VMT over the last year has shown that demand for motor 
fuel is not as inelastic as was once thought.    

Projected motor fuel tax revenue under current tax rates shows that while revenue may once 
again grow in future years, revenue growth will not be high enough to keep pace with 
inflation. 

The concept of assessing a fee on VMT is being considered as a viable replacement for 
motor fuel taxes. Some of the benefits of a VMT fee include improved revenue raising 
potential, the ability to send market signals to users, and better targeting of investments. 
Questions still remain about the concept that require more research, including a closer look 
at the cost of shifting to a VMT fee and how to address privacy concerns. 

Beyond the motor fuel tax and VMT fee, the reports generated by the two commissions 
created by SAFETEA-LU contain considerable information on other sources of revenue that 
can be used to supplement existing taxes to raise more revenue and/or diversify the revenue 
stream. The options and recommendations of these commissions should be considered.  

 


