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The sales tax is  a tax on retail sapes. By law, 60% of sales tax receipts 
are deposited in the School Aid Fund, 15% is channeled to cities, villages, 
and townships, and the remaining 25% is allocated to the state's General 
Fund. The sales tax is the primary source of revenue for the School Aid 
Fund. If the revenues in the fund are insufficient to cover appropriations 
for school aid, the shortfall becomes a liability against Michigan's General 
Fund. 

During the recession, many consuMers deferred spending plans. With an 
expanding economy, higher levels of employment, and major gains in personal 
income, consumers have regained their confidence in the economy and are 
compensating far earlier spending restraint. This has been reflected in sales 
tax collections, which are currently 14b above equivalent year-to-date totals 
for 1983. Strong consumer spending on taxable items and subsequent large 
sales tax collections virtually assure thqt school aid payments will be fully met 
with proceeds from the School Aid Fuqd and will not require a supplemental 
appropriation from the General Fund. 
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