Revenue collections continued to weaken in April (March activity). Personal income withholding collections were
unchanged in April from the year-ago level, following a revised 0.6 percent decline in March. These were the weakest
months back to back since at least September 1985 (when a new report format was adopted), and probably since 1982.

Sales and use tax collections increased only 2 percent, due in large part to a 11.4 percent decline in motor vehicle collections.
Excluding motor vehicles, sales increased 5 percent, about in line with the increase for the year to date. Motor vehicle
collections also will depress May collections, as April sales were weaker than in March.

Single business tax (SBT) collections jumped 32.1 percent in April, but this likely is due to more payments being recorded
in April this year than last (the payment is due April 30). May collections are almost certain to be down sharply enough to
more than offset the April gain.

Lottery sales rose 13.5 percent in March due to a large Lotto jackpot at the end of the month. Early April sales indicate a
return to the flat sales trend that has characterized this fiscal year.

In our February report we estimated that FY 1989-90 revenues would fall about $50 million below the budget estimate.

- Ourestimate now appears to be too optimistic. The shortfall is likely to exceed $100 million this year and at least that amount

in FY 1990-91. A more accurate estimate can be made after May receipts are recorded, as May is a big collection month
for several revenue sources, particularly the SBT.

Dollars in Thousands

% Change % Change % Change
Preliminary from Past 3 Months’ from FY 1989-90 from

Type of Revenue April 1990 Last Year Collections Last Year Year-to-Date  Last Year
Personal Income Tax

Withholding $377,107 0.0% $1,005,905 02% $2,104,799 2.9%

Quarterly and Annual Payments 217,094 59 259,909 54 419,787 48
Gross Personal Income Tax 594,201 2.1 1,265,814 13 2,524,586 32

Less: Refunds -263,528 8.1 —649,639 42 -697,016 59
Net Personal Income Tax 330,673 -23 616,175 -1.6 1,827,570 22
Sales and Use Taxes 257,681 2.0 706,567 38 1,533,137 4.6

Motor Vehicles 40,820 -114 110,947 -3.7 213,004 -4.1
Single Business Tax 159,101 32.1 401,377 -43 845,290 -4.6
Cigarette Tax 21,880 -29 60,678 1.8 125,509 -3.0
Public Utility Taxes ) 2 NM 3 NM 69,863 8.1
Oil and Gas Severance 3,896 44 11,638 119 23,237 153
Lottery® 47,909 13.5 126,434 4.1 250,967 19
Penalties and Interest 481 NM 12,237 —46.0 30,416 123
SUW—Annuals and Undistributed® 5,349 -59.1 9,866 -36.2 11,836 -54.0
Other Taxes® 75,600 83 134,773 -16.7 210,049 -11.7

TOTAL TAXES (GF & SAF) $902,572 4.6% $2,159,676 -1.9% $4,927,874 0.8%
Motor Fuel Tax® $55,276 2.4% $164,317 ~2.9% $336,926 0.6%

SOURCE: Data supplied by Michigan Department of Treasury.

NM=not meaningful

*Lottery collections run one month behind other tax collections due to a reporting lag; March lottery collections are included in this month’s report.
The state share of lottery collections is estimated to be 41.9 percent, based on the average profit to the state for fiscal year 1988-89. The previous
year’s figures are adjusted to the current year’s profit margin; the percentage change reflects the increase in ticket sales.

ese revenues are distributed to the sales, use, and withholding (SUW) accounts when final numbers for the month are reconciled.

“Includes intangibles, inheritance, foreign insurance premium, corporate organization, and industrial and commercial facilities taxes.

9Excluded are beer and wine, liquor, and horse racing taxes, which are not collected by the Department of Treasury.

“The motor fuel tax is restricted to the Transportation Fund.
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Michigan Employment and
Unemployment

The slowdown in revenue growth can be traced directly to the weakness in employment. April employment was 4,136,000
(not seasonally adjusted), down 2.9 percent from April 1989. However, wage and salary employment, which generally is
measured more accurately, was up 1.2 percent. The major weakness continues to be in manufacturing, attributable in part
to weak motor vehicle sales, but construction and services employment, which have been very strong in recent years, also
have slowed significantly.

As shown in Table 2, the Michigan unemployment rate in February (latest data available for all states) was the highest,
at 8.1 percent, among the eleven largest states. Among all the states, only Alaska (8.8%) and West Virginia (8.4%) had
higher unemployment rates. The lowest unemployment rate, 2.8 percent, was in Nebraska. The Michigan unemployment
rate dropped to 7.2 in March and 7.3 percent in April but likely maintained its number one ranking among the largest states.

The prospects for stronger employment growth in the coming months are not good, which will keep downward pressure
on state revenue growth.

Table 2. Unemployment Rates in Eleven Large States, February 1990,
and Change from February 1989
Percentage Point
Rate, Change from

State February 1990 February 1989
MICHIGAN 8.1% 1.3%
Texas 70 -0.4
Illinois 6.6 0.4
Ohio 6.5 0.7
Pennsylvania 6.3 1.4
Florida 58 0.6
Massachusetts 58 19
New York 55 0.0
California 53 -0.2
New Jersey 50 0.5
North Carolina 39 0.1
SOURCE: U.S. Department of Labor, Bureau of Labor Statistics, News, “State and Metropolitan Area
Employment and Unemployment: February 1990" (Washington D.C.: U.S. Government Printing Office, April
18, 1990).
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