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July revenue collections (June activity) reflected the slow pace of economic growth in the Michigan and United States economies
in recent months. July sales and use tax collections increased only 2.4% above the year-ago figure; excluding motor vehicles,
there was only a 1.2% increase. Single business tax collections fell 6.7% below the year-ago period, although this may reflect
a different pattern of collections rather than a slowdown in economic activity.

Personal income tax withholding increased 5.8% above the July 1985 level (adjusted for the change in the tax rate), the
smallest increase since May.
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£ | TABLE 1 |
Monthly Tax Collections
(dollars in thousands) . ; ;
% Change - . %Change . % Change
S b : Preliminary . from . Past3 Months o from = FY 1985-86 © o from
Type of Revenue i July 1986 Last Year ollectinm . lastYear Year-to-Date - Last Year
Personal Income Tax L - : . . -
Withholding? : $282.487 58% . 5; 854;932, o BA% $2.767,124 83%
k Quarterly and Annual Payments® : 10,608 =193 144572 - 152 : 428175 ’ 146
" SAFRAMD i % NM : ' 2,682 O NM s 1696
Gross Personal Income Tax® : 293,291 51 ; f 1002186 90 : 324042 91
Less: Refunds 20,743 =361 . +286,659 ‘ =02 923705 D4
Net Pérsonal Income Tax? 2725548 10.5 715527 8 2316721 10
Sales and Use Taxes 234525 24 682367 30 195817 72
~Motor. Vehicles 46,795 8.0 140,524 17, 335410 61
Single Business Tax . 98,682 6.7 ' 409344 : 41 - 1,094,869 51
Cigarette Tax i 20443 o33 . 59716 40 v s
Public Utility Taxes - 6827 =387 . 7042 367 62051 .78
Qil:and Gas Severance Tax 13965 f =378 T ;11,454 , 41 { : 45,208 , -20‘4 :
Lottery® 33375 . 86 . 105840 o me : 321,085 157
Penalties and Interest? - 73 oNM - 9es g 2,278 27
SUW~—Annuals and Undistributed® 5,564 01 . 5820 282 14,249 6.2
Other Taxes! . 6,475 43 42,107 L 1.7 170,232 77
TOTAL TAXES {GF-GP & SAR)S $682447 ; 0% . $2,048,860 1 99% ; $6,185,581 8.9%
Motor Fuel TaxP $ 60877 13.0% s ey C o 0.2% $ 483016 : 57% -
NM = Not meaningful i G
Adjusted 1o’ refléct ehanges:in’ tas. rates. Withhalding is adjusted 1o reflect differenice in number of Frndays paydays) ina momh O an unad;usted basns, July wuthholdmg coﬂectlons dedmed ,
4.1% from-the year-ago level: :
Porate ACcounting and Flscal Responsibility. Account. This fund is no:longer operational and is receivmg anfy residual payments These monies are not induded in totals for purposes. of caltulatmg
percent changes. : .
Stottery collections run one manth behinid other tax collections due to'a reportmg lag, Therefore, fune Iottery collections are lncludsd in th‘s month’s report. The State share of Iortery collections
is estimated to'be 42.9%, biased on the average profit to the State for the fiest six: moniths of the current fiscal year. The percentage Increase s calculated on gross sales
dPenalty and mteres! collections for the past three manthis exdude July and cover the March’ through Junie period. . -
“These revenues are distributed to the sales, use, and withholding (SUW) accounts when final numbers for the month are reconciled
fincludes intangibles, xnheruan:e, oorporate organization;, and industrial and commiercial facilities taxes.
Beycliided are beer and wine, liquor, horse racing, and insufance prem'um taxes, which are not coﬂected by the Deparlment of 'l"reasury These !axes account for less than 3‘% oi GF«GP and‘

SAE revenue and have shown little growth in recent years,
“ hﬂne mator fuel tax Is restricted 10 the Transportation Funid:
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In the latest financial report to the legislature (july 23), the Department of Management and Budget reports an upward
revision of $105 million in their FY 1985-86 general fund-general purpose revenue estimate. The components consist of an
additional $52 million from the amnesty program, $18.1 million from the working capital reserve account, $41 million from
income tax withholding, and a reduction of $6 million in oil and gas severance tax revenue. The department is estimating
a year-end surplus of $54.1 million, after allowing for a $101 million revenue reduction to cover a January 1, 1986 rollback
date for the personal income tax; previous estimates reflected an April 1 rollback date.

Another interesting development is the recent strength in motor fuel collections. Collections for the May-July period are
running 10.2% above the year-ago period. In our March “Revenue Report,” we indicated that the fall in gas prices would
stimulate consumption, but the increase has been even larger than expected. It now appears that motor fuel collections will
exceed the governor’s budget estimate by $25 million to $30 million.

Monthly Focus: Consumer Expenditures

Table 2 presents data on consumer expenditures recently released by the U.S. Department of Labor. Various categories of
expenditures are calculated as a share of total expenditures for five income classes. Transportation is the largest budget item
for all income classes, followed by shelter and food. Food, however, is the second largest budget item for all income dasses
but the highest 20%.
These data provide some indication of the fairness of a sales tax levied on various goods and services. A tax that takes
a larger share of the income of a low-income person than a high-income person is said to be regressive. In general, the
sales tax is regressive because low-income persons spend a larger share of their income than high-income persons and therefore
pay a higher portion of their income for sales taxes, as can be seen in Table 2. The best measure of the regressivity of the
sales tax would be to calculate expenditures as a share of income, but because all sources of income are not reported in
this survey, this calculation cannot be accurately made. Note that for the lowest 20% income group, expenditures are several
times reported income. This is because income such as gifts and loans are not reported. Still, some conclusions are possible.
The components that contribute most to the regressivity of a sales tax are food and utilities, as these categories comprise
a larger share of the budget of a low-income person than of a high-income person; this is one reason food is exempt from
the sales tax in Michigan. The components that tend to reduce the regressivity of a sales tax are transportation-related expenditures,
mainly motor vehicles, household operations, apparel and services, and entertainment. Many of these expenditure items are
dlassified as services and are largely exempt from the Michigan sales tax. N/
From a tax policy standpoint, the data in Table 2 would support removing the sales tax on utilities and imposing a sales
tax on most services.
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