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General fund-general purpose and school aid fund taxes increased 6.4% in January (December activity), a slower rate of 
growth than was recorded last month. However, revenue growth was actually stronger, as withholding collections increased 
9.2% compared with a 2.7% increase in December, single business tax (SBT) collections increased 16.6% compared with a 
2.5% decline last month, and sales and use tax collections increased 11.7%, almost the same growth rate as last month. The 
slower growth rate in total taxes was due to a large jump in income tax refunds in January; this was because of a change 
in the rate of processir~g rather than any change in economic activity. 

Revenue growth for the first three months of the fiscal year, adjusted for the increase in income tax refunds is running 
about 1% above the increase for FY 1985-86 estimated in the Governor's budget. 
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Monthly Focus: Single Business Tax 

The single business tax (SBT) is a 2.35% tax levied on the value added by business firms as they produce their products, 
be it automobiles or legal services. The main components of value added are labor, interest paid, depreciation, and profit. 
A deduction is allowed for capital investment. The tax took effect in 1976 as a replacement for seven other business taxes, 
the three largest being the corporate income tax, personal property tax on inventories, and the corporate franchise tax. As L 
planned, the SBT has added stability to the Michigan tax structure, increasing from about $800 million in the first full year 
of collection (FY 1977) to $1.37 billion in FY 1984-85. 

Table 2 presents a breakdown of SBT collections for 1984 and 1985 by industry. Michigan's heavy reliance on manufacturing 
is evident, as almost 50% of the receipts from this tax were generated by that sector in 1985. The largest manufacturing sector 
is transportation equipment, which generated 22.6% of all receipts in 1985, down from almost 30% in 1984. This decline reflects 
the weakening in profits in the industry in 1985. 

The next largest business sectors in 1985 were retail trade and services, generating 16.4% and 12.3% of receipts, respectively. 
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