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When the economy started to pull out of recession, sales tax collections jumped
appreciably. During fiscal year 1982-83 sales tax collections were 8.2% higher than
for the previous year, and in fiscal year 1983-84 they rose an additional 13.3%. The
increases were largely due to increased spending on automobiles, houses, and other
consumer durables. This was typical for a postrecession recovery.

As the recovery matured and the economy}settled into a slower paced, more stable
rate of expansion, the percentage increase in consumer spending began to taper off even
as the absolute dollar volume of sales continued to rise. Consequently, sales tax
collections have slowed in comparison to last year. For the third consecutive month,
they have increased by less than 10% compared to the same period of one year earlier.

This slowing trend has not yet been reflected in single business tax receipts.
During the month of February, single business tax collections rose a strong 38.1% over
collections for February 1984. The inference is that companies have finally exhausted
their tax credits and/or have improved their efficiency in producing goods and
services. Better efficiency reduces per unit cost and increases per unit profit,
indirectly boosting state revenues derived from the single business tax.

A SERVICE OF

PUSLIC YECTOI CONSULTANTD, inc.

KNAPP'S CENTRE @ 300 S. WASHINGTON SQUARE @ SUITE 401 @ LANSING, MI 48933 @ (517) 484-4954

i
i
|
i




