
March revenue collections (February activity) improved from the previous month, but were still far from robust. 
Personal income tax withholding increased 5.1 percent from the year-ago level, but net collections were down sharply 
because refunds are being processed faster this year than last. 

Sales and use tax collections increased 3.8 percent, after declining 3.7 percent last month. Motor vehicle collections 
fell 15.2 percent from the year-ago level, but an encouraging sign is that all other collections increased 7.7 percent. 

Single business tax collections increased 4.2 percent, but year-to-date collections still are slightly below the year- 
ago level. Lottery sales continue to be weak, increasing only 1.5 percent in February; the year-to-date increase is 2.1 
percent. If sales continue at that rate for the remainder of the year, the transfer to the school aid fund will fall about 
$65 million short of the governor's budget estimate. 

Sales, use, and single business tax (SBT) collections are also running well short of the budget estimates. If sales 
and use tax collections increase 2.5 percent for the remainder of the year (slightly faster than the growth rate for 
the first five months of the fiscal year), there will be a shortfall of about $50 million. The SBT will fall about $90 
million short of the budget estimate if collections continue the no-growth pattern of the first five months of the fiscal 
year. On the positive side, income tax withholding collections appear to be on target and annual and quarterly payments 
will exceed the budget estimate by about $55 million, based on an estimated increase of about 10 percent for the 
remainder of the fiscal year. (over) 
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aAdjusted to reflect changes in tax rates. Withholding is also adjusted to reflect difference in number of Vridays (paydays) in a month. On an 
unadjusted basis, March withholding collections declined 5.2 percent from the year-ago level. 

'1.ottcry collections run one month behind other tax collections due to a reporting lag. 'l'hereforc, February lottery collections are included in 
this month's report. 'She State share of lottery collections is estimated to  be 41.9 percent, based on the average profit to the State for fiscal yrar 
1985-80. The percentage is calculated on gross sales for thc month. 

1 

I hese revenues are distributed to thc sale$, use, and withholding (SIJW) accounts when final numbers for the month are reconciled. 

dlnclutles intangibles, inheritance, corporate organization, and industrial and commercial facilities taxes. 

rExcluded arc beer and wine, liquor, horse racing, and insurance premium taxes, which are not collected by thc Department of 'Ikeasury. 'l'hese 

i 
taxes account for less than 3 percent o f  (;F-(;P and SAF revenue and have shown little growth in recent ycars. One exception is the insurance 
premiums tax, which increased 27 percent in fiscal ycar 1985-86 and 13.1 percent in the previous fiscal year. 

f'l'hc motor fuel tax is restricted t o  the Transportation Vund. 
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What all this means is that the budget in the current year and in fiscal year 1987-88 could be seriously out of 
balance, particularly if the income tax rate is reduced to 4.4 percent. The revenue shortfall would be reduced if the 
economy perks up in the next few months, but there are no clear signs of that at present. 

Montbly Focus: Consumer Prices 
d 

The consumer price index (CPI) measures changes in the price levels of goods and services. The February figures, 
released in late March, generated some concern that higher rates of inflation may be on the horizon. The llnited States 
CPI (urban workers) increased at an annual rate of 4.8 percent in February; the Detroit CPI, which is now released 
every two months rather than every month, increased at an annual rate of 5.4 percent in January and February (see 
Table 2). The increase in the Detroit CPI was mainly the result of higher energy costs, which rose at an annual rate 
of 31.2 percent. Excluding energy, the Detroit CPI rose at an annual rate of 3 percent. There were also above-average 
increases for medical care-9.6 percent-and shelter-8 percent. 

There is little reason for concern that inflation may again become a serious economic problem, but consumer 
prices will rise more than in 1986, when weak energy prices held the increases in the United States and Detroit CPIs 
to 1.9 and 1.4 percent, respectively. Increases in labor costs continue to be modest and the relatively weak economy 
will continue to exert downward pressure on prices. For the shorter term, the producer price index, which usually 
leads consumer prices by several months, points to continued low rates of inflation; the producer price index for finished 
goods grew at an annual rate of 1.2 percent in February. There were, however, larger price increases for intermediate 
materials and for crude materials, reflecting in part higher energy costs. 

Table 2. United States and Michigan Consumer Prices, 1 
Selected Components, ~ e b m  1987 

United States Detroit 
Percentage Change Percentage Change 

Since Since Since Since 
Category February1986 January 198Ta February1986 December 1 9 ~ 6 ~  
Food and Beverages 4.5 0.3 4.2 0.5 
Housing 2.4 0.3 1.8 2.3 
Fuel and Other Utilities -3.9 0 .3  -6.1 3.0 
Apparel and llpkeep 2.1 0.6 -0.1 -2.1 
Transportation -2.9 0.5 -2.9 -0.2 
Medical Care 7.1 0.6 6.7 1.6 

All Items 2.1 0.4  1.5 0.9 

SOURCE: Bureau of Labor Statistics, 17,s. Department of Labor, Consumer Price Index, F&hnray 1987, Chicago, Illinois. 
aTo calculate annual rate, multiply by 12. 
"TO calculate annual rate, multiply by 6. 
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