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The U.S. Department of Commerce r e c e n t l y  re leased  i ts  1987 r epor t  on 
s t a t e  government t a x  col1er:t ions.  The r epor t  shows t h a t  Michigan t a x  
c o l l e c t i o n s  grew more slowly than the  n a t i o n a l  average i n  both 1986 and 1987 
(see Exhibi t  1 ) .  These numbe:~:s a r e  not  ad jus ted  f o r  changes i n  t a x  r a t e s  and 
bases.  The small  increase  in  Michigan t a x  c o l l e c t i o n s  i n  1986, 1.9 percent ,  
was due l a r g e l y  t o  t he  reduct::ion of the  income t a x  r a t e  from 5.1 percent t o  
4.6 percent  a s  of January 1, 1986. 

Michigan per  c a p i t a  t a x  revenue i n  1987 was $1,071, 5.2 percent above the  
n a t i o n a l  average; Michigan ranked s i x t e e n t h  among the  s t a t e s .  Michigan ranked 
h ighes t  f o r  personal  income taxes (14) and lowest f o r  general  s a l e s  taxes  
(24) . (See Exhib i t  2.) 

A s  shown i n  Exhibi t  3, IvIichigan has s l i g h t l y  above-average r e l i a n c e  on 
the  ind iv idua l  income t a x  (z'2.5 percent  of t o t a l  t axes)  and below-average 
dependence on genera l  s a l e s  taxes (28.7 percent )  and s e l e c t i v e  s a l e s  taxes  
(12.8 percent ) .  The exh ib i t  i nd i ca t e s  t h a t  the  corporat ion n e t  income t a x  
genera tes  16.7 percent  of t11ta1 t a x  revenue i n  Michigan, we l l  above t h e  
n a t i o n a l  average. This  is misileading, however, because Michigan does not  levy 
a  corpora te  income t a x  a s  sitch. Michigan l e v i e s  t he  s i n g l e  business  tax ,  
which i s  a modified value atlded tax .  It is a s u b s t i t u t e  f o r  a  number of 
business  taxes  and has a much broader base than does a  corporate  income tax.  

These da t a  a r e  u se fu l  f o r  eva lua t ing  the  r e l a t i v e  s t r eng th  and balance of 
a  s t a t e  revenue system and )measuring the  s t a t e  t ax  burden. For example, 
Michigan has a  f a i r l y  good bellance between t h e  income and s a l e s  t a x ,  whereas 
Indiana uses  t he  s a l e s  t a x  much more heavi ly  than the  income tax.  Balance is 
important because heavy r e l i a n c e  on one revenue source tends t o  br ing  out  t he  
weaknesses inherent  i n  any Itax and t o  overburden c e r t a i n  s e c t o r s  of t he  
economy r e l a t i v e  t o  o thers .  

1 
I W a  Public Sector Consultants, Inc 
Knapp's Ccntre 300 S. Wabhington Square 
Suite 401 Imsing ,  M I  48933 (517) 484-4051 



EXHIBIT 1 

REVENUE 

State - 

All states 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
Florida 
Georgia 

Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 

Massachusetts 
MICHIGAN 
Minnesota 
Mississippi 
Missouri 

Montana 
Nebraska 
Nevada 
New Rampshire 
New Jersey 

New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

South Dakota 
Tennessee 
Texas 
Utah 
Vermont 

Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

District of Columbia 

SUMMARY OF STATE GOVERNMENT TAX 
BY STATE: 1985-1987 

Amounts !:thousands of dollars) 

1987 
(preliminary) 

Percent Change 
Year-to-year 

Per Capita, 
1987 (dollars) 

SOURCE: U.S. Department of Commerce, I;tate Government Tax Collections in 1987 (Washington, D.C.: March 1988). 

NOTE: Because of rounding, detail may not add to totals. Population figures as of July 1, 1987, were used to 
calculate per capita amounts; totals exclud,!! data for the District of Columbia. 
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EXHIBIT 2 

STATES RANKED ACCORDING TO SELECTED PER C A P I T A  TAX REVENUES: 1987 

Total Tax Percent mange General 
Sales Tax 

Personal 
Income Tax 

Motor Fuel 
Sales Tax 

Motor Vehicle 
Licenses - 

Death and 
Gift Taxes (thousands of dollars) Rank - Total :ax 

-,- 

A1 1 
States 

RI 
ME 
OR 
SC 
CA 

VA 
H I  
NH 
CT 
NJ 

m 
DE 
NC 
MD 
I D  

MA 
TN 
KY 
MO 
co 

KS 
A2 
NY 
GA 
I A 

WA 
FL 
NM 
VT 
AL 

NE 
OH 
I N  
NV 
PA 

IL 

All 
States $247,148,658 

A 1 1  
States Sl.Cl8.00 

A1 1 
States $328.77 

A1 1 
States $313.20 

A l l  
States $64.51 

A l l  
States $34.22 

A l l  
States $12.45 

(X) = Tax not levied. 

SOURCE: U.S. Department of Commerce, %!:e Government Tax Collections in 1987 (Washington. D.C.: March 1988). 
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E X H I B I T  3 

PERCENT DISTRIBUTION OF STATE GOVERNMENT TAX REVENUE FOR SELECTED TAXES 1987 

Sales anc! Gross Receipts License Taxes 

Selective Sales 

Total - 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
LOO 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 
100 
100 
100 
100 

100 

Motor 
Vehicle 
Licenses 

3.4 

3.2 
1.7 
5.2 
3.7 
2.6 

3.0 
4.0 
4.3 
3.7 
1.4 

1.0 
4.0 
5.6 
1.9 
6.6 

3.5 
4.0 
2.1 
3.6 
1.6 

1.6 
3.4 
4.8 
3.0 
4.7 

5.2 
4.2 
4.5 
7.7 
3.4 

2.3 
1.7 
3.3 
5.4 
3.5 

8.2 
7.6 
3.6 
2.6 
2.2 

8.1 
3.6 
6.2 
2.8 
6.0 

4.1 
2.4 
3.7 
2.6 
5.8 

1 .o 

Motor 
Fuels - 
6.3 

8.2 
3.0 
8.9 
10.9 
3.5 

11.4 
5.8 
3.4 
7.3 
7.2 

2.8 
9.9 
7.1 
8.3 
9.5 

7.5 
8.4 
10.4 
7.5 
6.3 

3.7 
7.3 
6.4 
6.6 
5.5 

14.5 
13.4 
8.8 
14.9 
3.6 

6.8 
2.0 
8.9 
9.7 
6.6 

7.7 
6.7 
5.7 
5.0 
7.8 

13.6 
13.6 
11.3 
8.9 
7.5 

7.9 
8.0 
8.8 
7.4 
5.6 

1.3 

Individual 
Incomes 

Corporation 
Net Income 

General 
Sales 

32.3 

27.4 
(XI 

44.6 
37.9 
30.6 

28.1 
41.8 
(XI 

55.6 
32.;' 

48. i' 
35.51 
32.7 
47. i! 
31.0 

34.51 
25.3 
34.51 
34.1 
25.0 

22.1 
28.7 
26.51 
52.i' 
41.2' 

(XI 
32.5, 
49.4 
(X) 

30.7 

44.4 
20.7 
23.4 
33.8 
34.8 

23.0 
(XI 

31.4 
33.4 
40.6 

49.3 
55.3 
41.0 
38.9 
20.3 

20.0 
58.2 
43.2 
29.1 
23.9 

19.8 

Total - 
16.2 

26.6 
7.7 
16.6 
19.4 
7.9 

19.4 
20.0 
9.5 

21.4 
14.0 

13.2 
17.0 
19.0 
12.7 
15.7 

16.1 
19.1 
22.2 
17.8 
19.3 

10.5 
12.8 
16.9 
14.7 
11.9 

25.2 
22.7 
36.1 
43.2 
21.1 

14.3 
11.3 
17.2 
18.5 
18.0 

20.8 
13.5 
19.0 
17.2 
16.9 

29.1 
22.0 
31.3 
13.5 
31.2 

20.9 
17.0 
18.8 
14.5 
9.5 

9.5 

Total 

6.5 

8.7 
6.5 
7.0 
6.6 
4.0 

5.5 
5.6 

30.1 
6.7 
3.2 

1.6 
9.2 
7.4 
2.8 
9.6 

6.1 
7.2 
10.7 
6.8 
3.2 

3.0 
5.7 
6.6 
8.4 
8.2 

10.3 
8.3 
11.0 
15.0 
6.1 

4.2 
3.0 
6.7 
10.5 
8.5 

11.5 
11.9 
10.3 
3.9 
5.0 

12.0 
9.7 
16.2 
4.8 
8.7 

6.0 
5.2 
6.1 
5.1 
9.2 

2.0 

Other - 
5.8 

4.7 
72.5 
4.1 
1.7 
5.5 

1.7 
6.2 
4.6 
10.1 
1.3 

0.5 
0.3 
3.0 
2.0 
2.1 

6.0 
14.6 
14.3 
3.2 
5.4 

3.2 
3.5 
0.7 
3.1 
1.1 

25.7 
1.1 
3.4 
13.3 
3.3 

15.3 
5.9 
2.5 
17.4 
0.7 

16.2 
3.1 
6.3 
3.0 
1.5 

3.7 
2.8 
11.5 
1.7 
2.5 

3.1 
19.5 
0.7 
3.8 

57.4 

3 3 . 3  

State 

Average, all states 

Alabama 
Alaska 
Arizona 
Arkansas 
California 

Colorado 
Connecticut 
Delaware 
Florida 
Georgia 

Hawaii 
Idaho 
Illinoi s 
Indiana 
Iowa 

Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 

Massachusetts 
MICHIGAN 
Minnesota 
Mississippi 
Missouri 

Montana 
Nebraska 
Nevada 
New Hampshire 
New Jersey 

New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 

South Dakota 
Tennessee 
Texas 
Utah 
Vermont 

Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 

District of Columbia 

(XI = Tax not levied. 

SOURCE: U.S. Department of Commerce, sate Government Tax Collections in 1987 (Washington, D.C.: March 1988). 

NOTE: Because of rounding, detail may not add to total. Percentages were computed based on amounts in 
thousands of dollars. 
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