Michigan Expenditures and Revenues:
Comparisons With Other States, FY 1988-89

by Frances Spring and Steve Genyk

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 Government Finances in 1988—-1989 and State
Government Finances, 1989.

The exhibits in this report include FY 198889 data for the United States, Michigan, and twelve 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 GOVERNMENT EXPENDITURES

State-local spending in Michigan remains above the U.S. average whether measured per capita or per
$1000 of personal income. Using the per capita measure, Michigan is 5 percent above the U.S. average (down
from 5.4 percent in FY 1987-88); using the personal income measure, Michigan is 7.9 percent above the U.S.
average (down from 9.3 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.)

Per capita state-local spending continued to increase in all categories for FY 1988-89, but percentage
increases were smaller than in previous years. Michigan’s state-local per capita spending on health and
hospitals rose by 5.4 percent, on education by 4.6 percent, and on highways by 3.2 percent as compared 1o
increases for FY 198788 of 10.1 percent, 9.6 percent, and 5.6 percent, respectively. Michigan per capita
state-local welfare spending experienced an increase of only 1.2 percent—the smallest increase in Michigan’s
per capita spending (among the spending categories surveyed). The level of per capita education expenditures
was 15 percent above the U.S. average, while spending for highways was 20.2 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 198889 fiscal year relative to the siow
growth in spending. State-local expenditures per $1,000 of personal income fell in all categories except debt
interest expenditure.

STATE-LOCAL REVENUE

The Michigan tax burden is slightly above average in per capita terms and per $1,000 of personal income.
Using the per capita measure, Michigan ranks 13th nationally compared to 14th in the previous fiscal year
and 22th compared to 20th using the personal income measure, . (See exhibits 13 and 14) Michigan ranks
high in property tax (9th, the same rank as in FY 1987-88), and income tax (11th, down from 8th in the
previous year) burdens and low in sales tax burden (46th, down from 45th in FY 1987-88; see exhibits 15-20).
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The property tax measure was 33.1 percent above the national average and the income tax burden was 31.1
percent above, while the sales tax burden was 41.4 percent below the U.S. average.

State-local revenues from federal sources increased in per capita terms and decreased slightly when
measured per $1,000 of personal income. (See exhibits 21 and 22.) Federal revenue also declined relative
to other states (in terms of both measures) with state-local federal aid per capita declining in rank from 21st

to 26th and per $1,000 of personal income from 28th to 33d. Both measures were slightly 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 tax burden than for state-local spending and taxation.
For example, Michigan ranks 31st among the states on state general expenditures per $1,000 of personal
income compared with a rank of 23d for state-local expenditures. (Last year, state spending ranked 22d and
state-local spending 16th.) 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 relatively low level of state support for K-12 education. State expenditures per $1,000 of personal
income decreased by 4.7 percent from 1987-88 to 198889 compared with a 0.9 percent rise nationally.

COMMENT

The information presented here is helpful in evaluating past state-local budget priorities and also provides
useful background information for tax policy discussion and evaluation. Michigan’s high property and income
taxes and low sales tax burden may lead one to conclude that an increase in the sales tax (rate or base) to
finance a decrease in property taxes would be a good idea. This is especially true in light of two conflicting
factors: (1) some form of property tax relief is likely to be enacted during the current fiscal year (with the
state reimbursing local governments for lost revenues), and (2) the state is in the midst of its worst budget
crisis in over 10 years. The second factor implies that Michigan’s position as a state with relatively high
levels of spending on welfare, health, and hospitals is likely to decline over the next several years, although
the degree to which cuts can be made is questionable in light of rising health costs and reduced federal
expenditures in these areas. The necessary cuts in social spending will be even greater if a plan to reduce
property taxes is passed that does not include corresponding revenue increases elsewhere in the budget. In
light of the state’s low sales tax burden, it would seem more fiscally prudent to at least partially shift the tax
burden away from property levies and toward sales taxes.

Public Sector Consultants can provide additional detail of the information provided here, as well as
rankings for all of the states. If you need this information, please contact Frances Spring at (517) 484-4954.
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EXHIBIT 1 -

Per Capita State-Local General Expenditures

New York (3) ] ] $4607
Minnesota ] [ 1$3708
Massachusetts _' 1 $3646
New Jersey I ] $3618
California — $3357
MICHIGAN (14) - $3211
Wisconsin I |:| $3130
U.S. AVERAGE 1983059
Florida $2833—)
Tilinois $2712——]
Ohio 2702
Texas $2576 ————1
Indiana $as18C———— 1
North Carolina (40) sast6l———1 , , ,
$2000 $2500 $3000 $3500 $4000 $4500 $5000
EXHIBIT 2

State-Local General Expenditures per $1,000 Personal Income

New York (6) I —1$239.2
Minnesota I ]1$224.75
Wisconsin —— $202.14
MICHIGAN (23) _ $194.68
U.S. AVERAGE $l 87.36
California $183.77 [:
Texas $178.18
North Carolina 17811
Massachusetts $175.84 ]
Florida $17526 ]
Ohio $174.771C_____]
Indiana $169.58 ]
New Jersey $164.8[ ]
Ilinois (49) [$154.91 [ ] ] .
$145 S170 $195 $220 $245
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EXHIBIT 3 -

Per Capita State-Local Education Expenditures

New York (4) ]1$1325
Minnesota ] $1250
MICHIGAN (7) ) $1223.3
Wisconsin I ]$1217
New Jersey 1$1202
California 51089
U.S. AVERAGE 81063
Indiana $1055 1]
Texas $1051 |
North Carolina $1043 ]
Ohio $995 ]
Massachusetts $994 ]
Illinois $928 [
Florida (41) $911!

$850 $900 $950 $1000 $1050 $1100 $1150 $1200 $1250 $1300 $1350 $1400

EXHIBIT 4

State Local Education Expenditures per $1,000 Personal Income

Wisconsin (13) I ]1$78.6
Minnesota I 1$75.78
MICHIGAN (20) T $74.17
North Carolina I 1$73.84
Texas %272
Indiana %7115
New York L 1868.81
U.S. AVERAGE [s65.11
California | s64.40]
Ohio . ’ $64.38 [}
Florida $56.38
New Jersey $54.76 [
[llinois $53.01L
Massachusetts (50) $47.92 |

$42 $52 $62 $72 $82
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EXHIBIT 5

Per Capita State-Local Welfare Expenditures

New York (2)
Massachusetts
Minnesota
Wisconsin
MICHIGAN (10)
California

Ohio

New Jersey

U.S. AVERAGE
Illinois

Indiana

North Carolina
Florida

$363 C

$307 ——]
(255 e—

] $795

18609

$232[C

———1%500

$489
13433

| m—%%

$383

Texas (49) | $198
$140

$240 $340

]$546

$540

EXHIBIT 6

$740 $840

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

New York (2)
Minnesota
Wisconsin

MICHIGAN (8)
Massachusetts
Ohio

California

U.S. AVERAGE
Illinois

Indiana

New Jersey
North Carolina

]1$41.27

]1$32.26

$2072—]
$2071—]
$19.48 —]
L] e—

|— $29.65
| — 7.k
| S— X
%2555

$23.43

Florida | $14.38[

Texas (49) | $13.71

]1$33.11

$10

$20

$30

$40 $50
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Per Capita State-Local Health and Hospital Expenditures

EXHIBIT 7

New York (3) ] $474
Massachusetts [ ] $364
MICHIGAN (9) ——$333
Minnesota | —F k73
California 15298
North Carolina [1$282
U.S. AVERAGE 1$273
Florida 2711
Indiana $243—]
Ohio $220—]
Texas 26—
New Jersey $198 [ il
Wisconsin $194[
Hlinois (41) | $172[ . _ _ )
$140 $190 $240 $290 $340 $390 $490
EXHIBIT 8
State-Local Health and Hospitals Expenditures
Per $1,000 Personal Income
New York (8) I ]$24.63
MICHIGAN (12) —$20.17
Minnesota  1%2013
North Carolina ———— 1 $19.99
Massachusetts 181755
Florida | $16.79
U.S. AVERAGE __$16.71
Indiana $16.4 1 !
California $16.340]
Texas SisC—]
Ohio $14.81 ——]
Wisconsin $12.55¢
Ilinois $9.85]
New Jersey (48) $9.04 [ i .
$7 $12 $17 $22 $27
6
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EXHIBIT 9

Per Capita State-Local Highway Expenditures

Minnesota (10) [ —1%$350
Wisconsin —n
New Jersey ———sn
New York | —r2
Texas [ 135248
Illinois .l:] $240
U.S. AVERAGE 1$234
Florida $222—]
North Carolina $197 C——]
MICHIGAN (43) $193
Indiana 0] e—
Massachusetts $187 (:
Ohio $186 [
California (51) |$141[ _ . ) . .
$125 $150 $175 $200 $225 $250  $275  $300  $325 $350
EXHIBIT 10
State-Local Highway Expenditures
Per $1,000 Personal Income
Minnesota (13) I —1$21.19
Wisconsin ::_—:_] $17.56
Texas — 1 $17.19
U.S. AVERAGE ._$14.33
North Carolina 139140
Florida $13.713]
Illinois $13.724
Indiana $13.1—]
New York $12.87C—]
New Jersey $1234—1
Ohio $1203 ]
MICHIGAN (47) $11.69 —
Massachusetts $9.05[—
California (51) $7.741 . . '
$5 $10 S15 $20 $25
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New York (6)
Minnesota

North Carolina
Massachusetts
Texas

Florida

U.S. AVERAGE
California
Illinois
Wisconsin

New Jersey
Ohio
MICHIGAN (42)
Indiana (49)

$30

Texas (10)

New York
Minnesota
Florida

U.S. AVERAGE
Massachusetts
New Jersey
North Carolina
Wisconsin
California
Illinois

Ohio
MICHIGAN (49)
Indiana (51)

EXHIBIT 11

Per Capita State-Local Interest (Debt) Expendifures

] $341

]1$291
] $288
] $277
| I— Y
[ 18258
[s223
$187—

Ste7—————
s162—
$1621

$140(

$136_
$111}

$110  $140  $170  $200 3230 $260  $290 $320  $350

EXHIBIT 12

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

1$18.99
1$17.72
]1$17.64

—s159
[s13.68

$13.37Q

s3]

$144—

$1047———

$10.21 [::__

$9.52[

$8.7L

$8. 22—_

$7.471

$8 $11 Sl4 $17 $20 $23
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EXHIBIT 13

Per Capita State-Local General Revenue (Own Source)

New York (4) ] ] $3917
Wisconsin ]1$3249
Minnesota I ] $3218
New Jersey I ]1$3192
California ————1$3019
Massachusetts — 1 $2973
MICHIGAN (13) _- $2750
U.S. AVERAGE 182659
Florida $2532 1
Illinois $2432—1
Ohio $2331—]
Indiana $234 ]

Texas $2286
North Carolina (41) | _$2148] .

$1900 $2150 $2400 $2650 $2900 $3150 $3400 $3650 $3900  $4150

EXHIBIT 14

State-Local General Revenue per $1,000 Personal Income (Own Source)

New York (5) I —1$203.34
Minnesota I 1$195.06
Wisconsin 1817699

MICHIGAN (22) I $166.73
California 18165.22
U.S. AVERAGE 19162.85
Texas $158.15]
Indiana $156.72—]
Florida $156.68 ]
North Carolina $152.08 1
Ohio $15077C———]
New Jersey Suas42C——— 11
Massachusetts $143.39C
Illinois (47) 1$138.88 [ . . . .
$130 $150 $170 $190 $210
9
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New Jersey (4) ~—$1056
New York 1$929
MICHIGAN (9) $764
Massachusetts $743
Wisconsin ——sm0
Minnesota 19659
Illinois —s657
Texas s613
U.S. AVERAGE $574
Florida $5490]
California $543 [
Indiana $480.3 1
Ohio $476 [
North Carolina (40) | $322[ ) . , .
$250 $400 $550 $700 $850 $1000 $1150
EXHIBIT 16
State-Local Property Tax per $1,000 Personal Income
New York (8) ] $48.26
New Jersey I 1$48.1
MICHIGAN (11) T, 546.33
Wisconsin ] $45.85
Texas I 1$45.38
Minnesota —1s39.94
Tllinois F—1837.54
Massachusetts 1183585
U.S. AVERAGE 183517
Florida $33.96 ]
Indiana $32390—]
Ohio $308 ]
California SYLNEY I——
North Carolina (40) [$22.76 [ : . ] . : .
$20 $25 $30 $35 $40 $45 $50 $55
10 === Public Sector Consultants, Inc.

EXHIBIT 15

Per Capita State-Local Property Tax




EXHIBIT 17

Per Capita State-Local Income Tax

New York (2) 1$1127
Massachusetts ] $926
California 19718
Minnesota ] $686
MICHIGAN (11) - $653
Wisconsin _____'__j $621
North Carolina :] $581
Ohio s
New Jersey []$544
U.S. AVERAGE 1498
Indiana $436 ]
Illinois $393—]
Florida [$57[ 1
Texas (49)* - *No qtate-local income tax.

$0 $100 $200 $300 $400 S500 $600 $700 $800 $900 $1000 $1100 $1200

EXHIBIT 18
State-Local Tax per $1,000 Personal Income

New York (1) I ]1$58.54
Massachusetts : 194467
Minnesota — $41.56
North Carolina 134115
Wisconsin ———1%4013
MICHIGAN (12) —— $39.57
California CFTT1839.32
Ohio %3697
U.S. AVERAGE 1$30.53
Indiana 529430
New Jersey RYZ V) |
IHlinois $2246
Florida |  $3.54 1
Texas (tied for 50)* . *No state-local incorr:xe tax. . , : :
$-5 $5 $15 S25 $35 $45 $55 365
11
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EXHIBIT 19

Per Capita State-Local Sales Tax

Florida (6) ] $880
New York I ] $817
Texas — 19758
Ilinois /983
Minnesota 13696
California 13694
New Jersey 15690
U.S. AVERAGE [s669
Indiana A VY na—
Wisconsin AR1.LJ I—
North Carolina SRYKC) E—
Ohio $545[
Massachusetts $520]
MICHIGAN (46) | 473 peumpe——

$400 $450 $500 $550 $600 $650 $700 $750 $800 $850 $900  $950

EXHIBIT 20
State-Local Sales Tax per $1,000 Personal Income

Florida (8) ] $54.47
Texas 1 i $52.43
New York 1384239
Minnesota %422
Indiana J%41.19
U.S. AVERAGE [340.96
Hlinois $40.74
North Carolina $40.551
California $37.971
Wisconsin $37.72 1
Ohio $3s.23—
New Jersey $31.44] 1
MICHIGAN (45) $28.66 —
Massachusetts (46) $25.07 .l : : . | ' . -
$20 $25 $30 $35 $40 $45 $50 $55 $60
12 e .
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EXHIBIT 21

Per Capita State-Local Federal Aid

New York (5) I ] $746
Massachusetts — 1 $589
Minnesota — 1 $570
California I ]1$563
Wisconsin 1$508
MICHIGAN (26) $508
U.S. AVERAGE 1507
New Jersey $478 :
Ohio $455]
Illinois $437 [
North Carolina $4337
Indiana $4137
Texas $3761
Florida (51) | $332[ _ _ , _
$275 $350 $425 $500 $575 $650 $725 $800
EXHIBIT 22
State-Local Federal Aid

Per $1,000 Personal Income

New York (19) | I 1$38.75
Minnesota 183456
Wisconsin 183282
U.S. AVERAGE [s31.04
California $30.84
MICHIGAN (33) $30.79 %
North Carolina $30.62[]
Ohio $29.44 "}
Massachusetts $2842 1
Indiana $27.86 1
Texas 26— ]
Illinois $24.96 [
New Jersey $21.791
Florida (50) $20.56 { : . : .
$15 S20 $25 $30 $35 $40 $45
13 === Public Sector Consultants, Inc.



EXHIBIT 23

Per Capita State General Expenditures

Massachusetts (3) ]1$2719
New York I 1 $2554
New Jersey I ] $2311
California 2237
Minnesota 223
MICHIGAN (17) T 52009
Wisconsin 51994
U.S. AVERAGE 11895
North Carolina $1756 ——]
Ohio $1689—]
Indiana $1648 ]

Ilinois $1500 ————]
Florida $1495

Texas (50) $1301 . . . .
$1000 $1250 $1500 $1750 $2000 - $2250 $2500 $2750

EXHIBIT 24

State General Expenditures per $1,000 Personal Income

Minnesota (16) - I —18135.57
New York ' I —1%$132.6
Massachusetts I ]$131.14
Wisconsin %1879
North Carolina 1812434
California 1812242
MICHIGAN (31) — 1218
U.S. AVERAGE [s116.16
Indiana $1ta7C—]
Ohio $109.25——]
New Jersey S105.29 11
Florida $92.491
Illinois $90.83 ¢
Texas (49) $89.96'|

$80 390 S100 5110 $120 3130 $140 $150

14 I aa .
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EXHIBIT 25

Per Capita State General Revenue (Own Source)

Massachusetts (4) 1$1534
New York I 1$1481
Minnesota ] $1470
California I ] $1418

New Jersey o | }1$1357
Wisconsin 1$1317
MICHIGAN (17) 51200
U.S. AVERAGE 51147
North Carolina $11227]
Indiana $1055C———
linois $1000—————1

Ohio B 173 —
Florida $983

Texas (48) $882 . .
$800 $1050 $1300 $1550

EXHIBIT 26

State General Revenue per $1,000 Personal Income (Our Source)

Minnesota (11) ' 1811385
Wisconsin 11810939
New York 13106.17
U.S. AVERAGE [$106.04
MICHIGAN (25) $98.37 I
North Carolina 75T
Massachusetts $96.05 ]
California $94.35
Indiana $94.31 |
Ohio $85.64 [
New Jersey $83.21 [
Florida $76.87
Texas $74.94 [
Illinois (49) $72.16 [

$65 8§75 $85 $95 $105 $115 $125

| Y 7 |
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