Michigan Expenditures and Revenues:
Comparisons with Other States, FY 1987-88

by Robert Kleine, Frances Spring, and Archana Rajendra

The U.S. Bureau of the Census recently released its annually reported data on federal, state, and local
finances. The information in this report was taken from Governmental Finances in 198788 and State
and Government Finances, 1988.

The exhibits in this report include FY 1987-88 data for the United States, Michigan, and ten other
selected states. The rank among the fifty states (and the District of Columbia for the state and local data)
is included for Michigan and the highest and lowest ranking states for each category. (The rank appears
in parentheses next to the state’s name.)

State-Local Expenditures

State-local spending in Michigan remains above the U.S. average whether measured per capita or per
$1,000 of personal income. Using the per capita measure, Michigan is 5.4 percent above the U.S. average
(down from 7.8 percent in FY 1986-87); using the personal income measure, Michigan is 9.3 percent
above the U.S. average (up from 6.4 percent). (See exhibits 1 and 2.) Michigan continues to rank high in
spending for education, welfare, and health and hospitals, and low in spending for highways and interest
on debt. (See exhibits 3 to 12.)

Growth in per capita state-local spending for FY 1987-88 was greater than in recent years in all
categories except interest on state debt, which fell by 1.3 percent. Michigan’s state-local per capita
spending on health and hospitals rose by 10.1 percent, on education by 9.6 percent, on highways by 5.6
percent, and on welfare by 3 percent. (The previous year’s rates of increase ranged from 2.2 to 3.2 percent
except for the debt category, where spending rose by 11.7 percent.) Although the increase in per capita
educational expenditures was significant enough to raise its rank from 7th to 3d among the states (and the
District of Columbia), the rise in per capita spending on highways was not enough to prevent the state’s
rank in this expenditure category to fall from 41st to 45th. The level of per capita educational expenditures
was 22.5 percent above the U.S average, while the per capita spending level for highways was 21.2 percent
below the national average.

Changes in state-local expenditures per $1,000 of personal income were smaller than the per capita
increases, primarily due to the strength of the economy during the 198788 fiscal year relative to the slow
growth in spending. State-local expenditures per $1,000 of personal income fell in the debt and welfare
categories (by 5.7 percent and 1.3 percent, respectively) and increased in the categories of health and
hospitals (5.5 percent), education (4.8 percent), and highways (1.1 percent).

State-Local Revenue

The Michigan tax burden is relatively high in per capita terms and above average when measured per
$1,000 of personal income. Both measures are 5 percent above the U.S. average using the per capita
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measure, the burden ranks 14th nationally; using the personal income measure, the burden ranks 20th.
(See exhibits 13 and 14.) Michigan ranks high in property tax (9th, the same rank as in FY 1986-87), and
income tax (8th, up from 12th in the previous year) burdens and low in sales tax burden (45th, the same
as in FY 1986-87) when measured per $1,000 of personal income. (See exhibits 15-20.) The property
tax measure was 33.2 percent above the national average and the income tax burden 38.1 percent higher,
while the sales tax measure was 42.6 percent below the U.S. average. Overall, Michigan state-local general
revenue per $1,000 of personal income fell by 0.6 percent. Within categories, a 2.4 percent decline was
experienced in sales tax revenues, and rises were experienced in the property and income tax categories
(2.5 percent and 6.4 percent, respectively).

State-local revenues from federal sources decreased whether measured in per capita terms (which
experienced a 3.8 percent decline) or per $1,000 of personal income (which fell 7.9 percent). (See exhibits
21 and 22.) Federal revenues also declined relative to other states (in terms of both measures) with
state-local federal aid per capita declining in rank from 19th to 21st and per $1,000 of personal income
from 26th to 28th. Both measures were 3.1 percent above the U.S. average.

State Expenditures and Revenues

Exhibits 23-26 present data on state expenditures and revenues per capita and per $1,000 of personal
income. Michigan ranks lower in state spending and state tax burden than for state-local spending and
taxation, although the gap appears to be narrowing. For example, Michigan ranks 22d among the states
on state general expenditures per $1,000 of personal income compared with a rank of 16th for state-local
expenditures. (Last year, state spending ranked 28th and state-local spending 19th.) The higher state-local
figures are due, in part, to the increased burden placed on local government for the provision of services
in the face of cuts in funding at both the state and federal levels and the relative low level of state support
for K-12 education. State expenditures per $1,000 of personal income increased by 4.4 percent from
1986-87 to 1987-88 compared with a 0.2 percent rise nationally. State revenues per $1,000 of personal
income increased slightly, rising 0.9 percent during the same period, compared to a 0.5 percent decline in
the U.S. average.

Comment

The information presented here is helpful in evaluating state-local budget priorities and also provides
useful background information for tax policy discussion and evaluation. For example, the high priority
placed on education is reflected in the growth in and level of state-local per capita expenditures for this
purpose (Michigan currently ranks 3d nationally). Michigan’s high property tax burden and low sales tax
burden may lead one to conclude that an increase in the sales tax (rate or base) to finance property tax
relief would be a good idea. Public Sector Consultants can provide additional detail as well as rankings
for all of the states. If you need this information, please call Robert Kleine at (517) 484-4954.
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EXHIBIT 1

Per Capita State-Local General Expenditures

New York (4) ]$4218
Minnesota ] $3470
California —s33%05
Massachusetts : $3305
MICHIGAN (11) 53130
U.S. AVERAGE Ts2968
Wisconsin $2965. .
Tllinois 10| — |
Ohio $2589 1
Florida $2555 1
Texas $2458 |
Indiana (41) | $2298 _ .
$2000 $2500 $3000 $3500 $4000 $4500
EXHIBIT 2
State-Local General Expenditures
Per $1,000 Personal Income
New York (5) ]$234.40
Minnesota 1%$221.02
MICHIGAN (16) | s203.72
Wisconsin —sns
U.S. AVERAGE 1518636
California $186.07]
Texas $177.86 ]
Ohio Ve koY — |
Massachusetts $172.66 [: [
Florida $168.19 [
Indiana $165.64 1
Tllinois (48) $159.26 [ _ _ .
$145 $170 $195 $220 $245
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EXHIBIT 3
Per Capita State-Local Education Expenditures
MICHIGAN (3) _ $1158
New York ]1$1153
Wisconsin ]$1127
Minnesota ]1$1125
California [ 1%978
Texas [ 13964
Ohio 3949
U.S. AVERAGE $945
Indiana $913
Massachusetts $872
Tllinois $839
Florida (46) $765 | . . .
$700 $800 $900 $1000 $1100 $1200
EXHIBIT 4
State-Local Education Expenditures
Per $1,000 Personal Income
Wisconsin (10) [ ] $79.86
MICHIGAN (13) I, 57757
Minnesota I ] $74.64
Texas [ ] $71.22
Indiana [ ] $69.71
New York [ 1%67.72
1
Ohio l $64.64
U.S. AVERAGE $64.40
California $57.93 ]
Nlinois $54.03[
Florida $53.25¢
Massachusetts (50) $48.47 [ ) .
$40 $50 $60 $70 $80 $90
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New York (2)
Massachusetts
California
Minnesota
Wisconsin
MICHIGAN (9)
Ohio

U.S. AVERAGE
Illinois

Indiana

Florida

Texas (49)

EXHIBIT 5
Per Capita State-Local Welfare Expenditures

] $725

18578

%499
_1%497
]$494
$483

$413

Is362
$343]

$268 ]

$196

$180[C

$140

New York (2)
Wisconsin
Minnesota

MICHIGAN (8)
Massachusetts
Ohio

California

U.S. AVERAGE
Ilinois

Indiana

Texas

Florida (48)

$240 $340 $440 $540

EXHIBIT 6

State-Local Welfare Expenditures
Per $1,000 Personal Income

$740

1$39.48

]$32.59
] $31.67
$31.03

1$29.39
| — P
152489
Ts22.95

$2090—]
$19.06 ]

$12.99]

$12.94]

$10

$20 $30

$40

Public Sector Consultants, Inc.




EXHIBIT 7
Per Capita State-Local Health and
Hospital Expenditures
New York (4) ] $440
MICHIGAN (8) $316
Massachusetts 1$314
California ]1$292
Minnesota [ 1284
U.S. AVERAGE $252
Florida $246 [
Indiana $230]
Ohio $216
Texas $193 [
Wisconsin $18671
Illinois (41) | $161] ] . . . . .
$140 $190 $240 $290 $340 $390 $440
EXHIBIT 8
State-Local Health and Hospitals Expenditures
Per $1,000 Personal Income
New York (8) ] $24.26
MICHIGAN (11) A, 520.63
Minnesota ] $18.07
California [1$16.78
Indiana [] $16.61
Massachusetts $16.50
U.S. AVERAGE $16.44
Florida $16.16 [
Ohio $14.91
Texas $13.99]
Wisconsin $12.76 [
Illinois (43) $9.80[ )
$8 $13 $18
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Per Capita State-Local Highway Expenditures

EXHIBIT 9

Minnesota (8) —1$330
Texas | —— )
Wisconsin : $236
Illinois D $233
U.S. AVERAGE 15226
New York [
Florida
MICHIGAN (45) $187
Ohio $185[ 1
Indiana $1811
Massachusetts $181
California (51) $148 [ . . . . )
$130 $155 $180 $205 $230 $255 $280 $305 $330
EXHIBIT 10
State-Local Highway Expenditures
Per $1,000 Personal Income
Minnesota (12) ]$21.02
Texas ]$18.97
Wisconsin :] $16.14
U.S. AVERAGE [s1476
Florida $14.36 ]
llinois s14.22]
Indiana s1300
Ohio $1275—
New York s1236 ]
MICHIGAN (47) $12.18 _
Massachusetts $9.50 .
California (51) $8.50 [ ] _ . . ,
$10 $13 $16 $19 $22
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EXHIBIT 11
Per Capita State-Local Interest (Debt) Expenditures

New York (7) ] $271
Minnesota 1 1$265
Florida ———ss
Texas - : $202
Massachusetts . : $200
U.S. AVERAGE Is180
Tllinois LY — |
California $154] |
Wisconsin $145 r__— i
Ohio $126 1
MICHIGAN (42) $122 __
Indiana (49) | $91] . '__I . ; :
$80 $110 $140 $170 $200 $230 $260
EXHIBIT 12

State-Local Interest (Debt) Expenditures
Per $1,000 Personal Income

Florida (5) ]$19.70
Minnesota 1 ]$17.47
New York 1 ]$15.12
Texas 151458
U.S. AVERAGE [s11.76
Massachusetts $10.50 :
Wisconsin $9.93 [:: .
Tllinois $9.70—]
California 883
Ohio $8.70[
MICHIGAN (43) $7.99_
Indiana (49) | $6.57] 1 ) _ ,
$5 $8 $11 $14 $17 $20
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New York (4) ] %4424
Minnesota —1$3601
Massachusetts | —XELY
California [ %3316
MICHIGAN (14) - $3107
Wisconsin [:] $3016
U.S. AVERAGE 12958
llinois $2727 1
Ohio $2600
Florida $2508
Texas $2525] 1
Indiana (40) $2422[ . . ) . . ) .
$2200  $2450  $2700  $2950  $3200  $3450  $3700  $3950  $4200  $4450
EXHIBIT 14
State-Local General Revenue
Per $1,000 Personal Income
New York (5) 7 $246.90
Minnesota ] $229.33
Wisconsin | e—
MICHIGAN (20) _ $202.71
U.S. AVERAGE [s192.97
California $19048 ]
Texas $182.65 : [
Ohio $179.01 ]
Massachusetts VAKX E— |
Indiana 17484
Florida $171.01 [ |
llinois (47) $166.32 [ ) ) .
$150 $170 $190 $210 $230 $250
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EXHIBIT 13
Per Capita State-Local General Revenue
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EXHIBIT 15

Per Capita State-Local Property Tax

New York (7)
MICHIGAN (10)
Massachusetts
Wisconsin
Illinois
Minnesota

Texas

California

U.S. AVERAGE
Florida

Indiana

Ohio (31)

138860

16

] $691
] $664

]$628

] $623

]1$578

18543
[s538

$495]

$446 [

$441[

$400

$450 $500

$550 $600 $650 $700 $750 $800

EXHIBIT 16

State-Local Property Tax
Per $1,000 Personal Income

$850

$900

New York (8)
MICHIGAN (9)
Wisconsin
Texas
Minnesota
Illinois
Massachusetts
U.S. AVERAGE
Florida

Indiana
California

Ohio (31)

| 6.7

] $45.50

]$41.83

] $39.68
] $38.27

153629
|835.09

$32.59 [

$32.18

$31.20]

$30.41 [

1$47.98

$27

$32

$37 $47
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EXHIBIT 17

Per Capita State-Local Income Tax

New York (2) 7$1104
Massachusetts 7 $858
Minnesota T ~1 $705
MICHIGAN (8) N 5529
California 5623
Wisconsin [ 1$573
Ohio Ej $509
U.S. AVERAGE Tsas6
Indiana $399 ]
Tlinois $356 [
Florida |$51[ |
Texas (49)* *No state-local income tax. | ) . o . . ) .
$0 $100  $200 $300 $400 $500 $600 $700  $800  $900 $1000 $1100 $1200
EXHIBIT 18
State-Local Income Tax
Per $1,000 Personal Income
New York (1) ]$61.60
Massachusetts I —1%$45.08
Minnesota ]$44.92
MICHIGAN (8) ] $41.07
Wisconsin [ 1$39.25
California —sss9
Ohio 3505
U.S. AVERAGE [s29.75
Indiana $28.82[)
Tilinois 12—
Florida |  $3.33] 1
Texas (Tied for 50)* . *No state-local income tax. [ . . . .
$-5 $5 $15 $25 $35 $45 $55 $65
=== Public Sector Consultants, Inc.
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EXHIBIT 19
Per Capita State-Local Sales Tax
Florida (6) ] $832
New York — 18792
Texas ] $715
Ilinois [ 13686
California [ 1$656
Minnesota [l $640
U.S. AVERAGE Ts636
Wisconsin $555
Indiana $547[
Ohio $519[
Massachusetts $503[
MICHIGAN (46) $445 . . s R
$400 $450 $500 $550 $600 $650 $700 $750 $800 $850
EXHIBIT 20
State-Local Sales Tax
Per $1,000 Personal Income
Florida (8) ] $54.80
Texas —1$51.72
New York [ 1%44.20
Illinois [] $41.83
U.S. AVERAGE $41.47
Minnesota $40.75 [
Indiana $39.50|
Wisconsin $38.03 [
California $37.69 [
Ohio $35.78 |
MICHIGAN (45) $29.07
Massachusetts (46) $26.42 [ 1] L .
$20 $25 $30 $35 $40 $45 $50 $55
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New York (5) ]1$699
Massachusetts —1%$573
Minnesota ]$572
California : $514 «
MICHIGAN (21) |
Wisconsin []$490
U.S. AVERAGE Ts478
Ohio 7] m—|
Illinois $419
Indiana $390[
Texas $3s6 [
Florida (51) | $306 [ . . . . .
$275 $350 $425 $500 $575 $650 $725
EXHIBIT 22
State-Local Federal Aid
Per $1,000 Personal Income
New York (17) 1$38.99
Minnesota ] $36.43
Wisconsin :] $33.57
MICHIGAN (28) - $32.19
U.S. AVERAGE 3121
Ohio $3017]
Massachusetts $30.12 E
California $29.51 ]
Indiana s28.18—
Texas $25.78 [
Tllinois $25.57[ 1
Florida (51) $20.16] - , _
$15 $20 $25 $30 $35 $40
=== Public Sector Consultants, Inc.
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EXHIBIT 21

Per Capita State-Local Federal Aid
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EXHIBIT 23
Per Capita State General Expenditures

Massachusetts (4) ]$2421

New York : ] $2378

California 1 1$2108

Minnesota 1 ] $2051

MICHIGAN (16) T 51955
Wisconsin 11869
U.S. AVERAGE [$1762
Ohio $1594—
Indiana D) E—

Hlinois $153 [
Florida $1373[

Texas (50) $1227]

$1000 $1250 $1500 $1750 $2000 $2250 $2500

EXHIBIT 24

State General Expenditures
Per $1,000 Personal Income

New York (17) ]$132.71
Minnesota ] $130.65
Wisconsin 1$128.05

MICHIGAN (22) | 5127.59

Massachusetts 1$127.21

California —s12106

U.S. AVERAGE | s115.08
Ohio $109.82 ]
Indiana $109.15—]

Illinois $91.64 [
Florida $90.37 |
Texas (49) $88.76 [ ]

$80 $90 $100 3110 $120 $130 $140

| Y 7 ]
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EXHIBIT 25

Per Capita State General Revenue

New York (5) ]1$2583
Massachusetts 1$2315
Minnesota 152258
California : $2002
Wisconsin : $2001
MICHIGAN (18) $2000
U.S. AVERAGE Ts1817
Indiana $1609 {
Ohio $1599 ]
Illinois LY n— |
Florida $1367] il
Texas (49) $1336 [ . . )
$1000 $1250 $1500 $1750 $2000 $2250 $2500 $2750
EXHIBIT 26
State General Revenue
Per $1,000 Personal Income
New York (15) ]1$144.15
Minnesota ] $143.84
Wisconsin I ]$137.12
MICHIGAN (24) T $130.48
Massachusetts ] :] $121.66
U.S. AVERAGE __$1 18.63
Indiana $116.19 :
California $114.98 [
Ohio s11015——]
Texas $96.64 [
Illinois $93.74 [
Florida (49) $90.00] - ) , : :
$80 $90 $100 $110 $120 $130 $140 $150
=== Public Sector Consultants, Inc.
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Directory.

Gerald A. Faverman, Ph.D., Chairman and Senior Consultant for Public Policy

Craig Ruff, M.P.P., President and Senior Consultant for Public Policy

William R. Rustem, M.S., Vice President and Senior Consultant for Environmental Policy and
Economic Development

Robert J. Kleine, M.B.A., Senior Economist and Editor of PUBLIC SECTOR REPORTS

Christine F. Fedewa, Director of Operations and Senior Consultant for Public Policy

Michael French Smith, Ph.D., Director of Research and Senior Consultant for Marketing and
Economic Development

Donald A. Wheeler, M.A., FACHE, Director of the Health Care Division and Senior Consultant for

Health Policy

William E. Cooper, Ph.D., Senior Consultant for Environmental Science
Linda Headley, Senior Consultant for Education and Environmental Policy

Principal Consultants

David Kimball, Senior Consultant for Public Policy

Peter Pratt, Ph.D., Senior Consultant for Health Policy and Editor of BILL ANALYSIS SERVICE for

HEALTH

Gerrit Van Coevering, Senior Consultant for Taxation and Revenue Policy

Keith Wilson, Senior Consultant for Waterways Development
Wilma L. Harrison, Senior Editor and Research Associate

Frances L. Faverman, Editor of the Health Policy Bulletin and Consultant for Health Policy

Kimberly S. Gamer, Consultant for Public Relations

Frances Spring, Economist

Diane Drago, Conference Coordinator
Harriett Posner, Editor and Graphic Designer

Elizabeth Johnston, Editor and Community Service Projects Coordinator

Thomas J. Anderson
Charles G. Atkins, Ph.D.
Richard B. Baldwin, D.O.
Sister Mary Janice Belen
Clark E. DeHaven, M.A.
Richard D. Estell, M.A.
Bev Farrar

Thomas M. Freeman, Ph.D.

Samue] Goldman, Ph.D.
Mark Grebner, J.D.
Robert J. Griffore, Ph.D.

Affiliated Consultants

Hal W. Hepler, Ph.D.
Thomas J. Herrmann, M.D.
Mary Jim Josephs, Ph.D.
Rick Kamel

Judith Lanier, Ph.D.

Agnes Mansour, Ph.D.
Francis J. McCarthy, M.B.A.
M. Luke Miller, M.B.A.
Carol T. Mowbray, Ph.D.
Edward F. Otto, M.B.A.
John R. Peckham, D.O.

John Porter, Ph.D.

J. Jerry Rodos, D.O.

Patrick Rusz, Ph.D.

The Honorable William A. Ryan
Kenneth J. Shouldice, Ph.D.
Bradley F. Smith, Ph.D.

Robert D. Sparks, M.D.

James C. Walters, Ed.D.

Patricia Widmayer, Ph.D.
Douglas L. Wood, D.O., Ph.D.

y |
=-= Public Sector Consultants, Inc.




