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The 1983-84 General Fund Budget 

The fiscal year 1983-84 state budget enacted by the Michigan legislature sets 
general fund-general purpose (GF-GP) spending at 10.5% above the 1982-83 expendi- 
ture level of $4,806 million. At $5,310 million the approved budget is virtually 
unchanged from the governor's $5,347 million budget request. 

The 1984 budget is based on the assumption that the economic recovery now 
under way will continue throughout the 1984 fiscal year. Despite the automatic 
income tax rate reduction from 6.35% to 6.10% on January 1, 1984, the budget antici- 
pates that total general fund revenues will increase to $5,354 million from $4,695 
million in fiscal 1983. This would provide a fiscal year 1984 budget surplus of 
approximately $43.5 million (1% of GF-GP revenues). Although well below the 2%-3% 
surplus most state governments consider to be financially prudent, this 1% surplus 
would be Michigan's first since 1979. 

The approved budget is essentially a continuation of the 1983 budget and 
provides for no major new state programs and for no significant programmatic in- 
creases. Temporary funding provisions, such as the special summer jobs program for 
youths and restoration of $80 million of deferred funds to institutions of higher 
education, were eliminated from the budget base for 1984. In recognition of the 1983 
budget cuts imposed upon school districts, community colleges, and state colleges and 
universities, the 1984 budget provides partial restoration of the eliminated funds and 
stipulates that this additional aid be paid during the first nine months of the state 
fiscal year. In this way, most of the affected institutions would receive a larger 
share of state funds during their current fiscal year. 

The only areas in which the approved budget materially differed from the 
governor's proposal were social services and education. Governor Blanchard proposed 
a 5% grant increase for both AFDC and general assistance recipients; anticipated cost 
to the state was $43 million. Fearing that their constituents would view the recent 
income tax increase as a subsidy to the indigent, the House of Representatives voted 
to dedicate an equivalent amount for heating assistance. The Senate proposed instead 
that the funds be reserved for job training and employment programs for welfare 
recipients. The compromise agreement approved by the legislature reserves $42.6 
million for use in energy and job training, contingent upon creation and 
implementation of a suitable program. Expenditure of this $42.6 million would all but 
eliminate the projected budget surplus. 

Several other changes were made in the approval process. The 1984 budget 
passed by the legislature eliminated Medicaid funding of abortions except to save the 
life of the mother. The AFDC average monthly caseload projection was reduced to 
244,000 from 247,000 and the $21.450 million from reduced payouts was set aside in a 
contingency fund for use only if actual caseloads exceed budgeted levels. The 
authorized appropriations also increased grants to state colleges and universities by 
$2.745 million and reduced financial aid grants, for a net increase in higher education 
funding of only $92,000 over the governor's recommendation. 

Detail on the 1983 general fund budget, the governor's 1984 budget request and 
the approved 1984 general fund budget is provided in the table on the following 
page. 
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Budget Summary, Fiscal Years 1983 and 1984 

Department 1983 
or Program Budget 

1984 Executive 
Recommendation 

1984 
Appropriation 

Increase1 (Decrease) 
Over 1983 

Social Services $ 1 , 8 7 4 , 2 3 9 , 7 0 0  
Mental Health 
Public Health 
Corrections 

Education 
School Aid 
Community Colleges 
Higher Education 
Public School Em- 
ployees Retirement 

Executive Office 
Legislature 
Library of Michigan 
Judiciary 
Attorney General 
State 
Management & 
Budget 

Treasury 
Civil Service 
Civil Rights 

Commerce 
Labor 
Licensing & Regu- 
lation 

State Police 
Military Affairs 

Agriculture 
Natural Resources 

Transportation 
Capital Outlay 
Debt Service - 112 ,472 ,000  

TOTAL GF-GP $ 4 , 8 0 5 , 9 6 8 , 1 5 6  

a~xc ludes  $42 .6  million reserved for funding of an energy and job training program 
to be administered by the Department of Social Services if authorizing legislation 
is enacted. 

b~ncludes $80 million restoration of funds withheld during the 1982 state fiscal 
year. If this amount is excluded from the base, the 1984 budget provides a 
$60 ,669 ,161  increase over 1983. 

C~ncludes funding for the 1983 summer jobs program for youths. If this amount is 
excluded from the base, the 1984 budget provides an $8 ,361 ,464  increase over 1983. 

dlnclusion of the $42 ,594 ,900  reserved for an energy and job training program would 
increase 1984 general fund appropriations to $5 ,353 ,146 ,001 .  



FAS Comment 

We agree that the economy will continue to improve over the next 18 months. 
Despite the lower state income tax rate, sustained improvement in employment levels 
will increase wage and salary income and contribute to growth in state income, sales, 
and user tax receipts. The approved budget is appropriate for the level of general 
fund revenue that can be reasonably expected in 1984. 

Fiscal year 1984 marks the state's first postrecession experience with the Budget 
Stabilization Fund (BSF) since its creation in 1977. If the year-to-year increase in 
deflated state personal income net of transfer payments exceeds 28, state law man- 
dates a transfer from the General Fund to the Budget Stabilization Fund, thereby 
reducing the amount of revenue available for expenditure on state programs. 
Depending on the timing and strength of a recovery, this requirement could poten- 
tially frustrate attempts to restore program funding to prerecession levels. The 
higher level of economic activity in the current fiscal year reduces the chances that 
the BSF contribution requirement will be triggered in 1984, thereby allowing the state 
greater financial flexibility than it would have otherwise. 

Michigan's debt and cash flow positions have improved greatly this year and 
should continue to improve in 1984. Despite this improvement, the state will still lack 
sufficient funds in 1984 to restore Medicaid and income tax refund accounting to an 
accrual from a cash flow basis. This will require at least one more year of an 
improved economy and conscientious fiscal discipline. Full fiscal health will continue 
to elude Michigan until this restoration is accomplished. 

Copyright 1983 


