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March revenue collections (February activity) exhibited a strong rate of growth in most categories. Collections from income 
tax withholding and the single business tax were particularly strong. However, sales and use tax collections turned in the 
weakest performance of the year, increasing only 5.2% above their level one year ago despite a strong boost from motor 
vehicle sales. Sufficient data is not yet available to pinpoint the areas of weakness, but the slowdown probably is related to 
the large levels of consumer debt incurred during the Christmas season. Consumers are using current income to pay off 
debt and are cutting back on new committments. 

At this point, it appears that general fund/general purpose and school aid fund revenues, on an annual basis, are running 
about $200 million above the latest estimates presented to the Legislature by the Department of Management and Budget. 
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Monthly Focus: Consumer Installment Credit 
Consumers have been on a spending binge in the last 2% years, and credit has been used to finance a substantial share 

of these purchases. Between 1983 and 1985, consumer installment credit increased 44% and rose from 14.9% of disposable 
income to 19% of disposable income. (See Table 2.) This latter figure is approaching an all-time peak. A large share of neu 

L/ credit committments have been used to purchase automobiles. Of the $89 billion increase in installment credit outstanding 
in 1985,42.1% was used for automobile purchases. 

The recent explosion in credit use is in marked contrast to the recession years of the early 1980s; between 1980 and 1982 
the amount of credit outstanding increased only 10.8%. 

It is unlikely that consumers are willing or able to increase their debt burden much more. As a result, a modest slowdown 
in consumer spending can be expected over the next six to nine months. The relatively small increase in Michigan retail 
sales in February may be the harbinger of a consumer retrenchment, although one month's data is a slim reed upon which 
to hang such a judgment. 
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