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Fiscal year 1984-85 came to a close with receipt of October collections (September activity). These numbers, however,

will change somewhat due to adjustments for accruals of revenues not yet collected.

There were two noteworthy revenue occurrences in October. First, withholding collections were only 5.4% above the
year-ago period, making this the third consecutive decline in the growth rate of this major revenue source. This is clear
evidence of the maturing of Michigan’s economic recovery and should be viewed as a yellow caution light to those

favoring early rollback of the income tax rate. Second, sales and use tax collections increased

a robust 18.1% over the

year-ago period, led by a 58.6% increase in motor vehicle collections. This latter increase reflects the low interest rate
financing offered by the auto companies, but is also somewhat inflated because a portion of the previous month’s activity

is included in these collections.
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Monthly Focus: Revenue Forecasts

Revenue growth in fiscal year 1984-85 was not as strong as in the previous year, but was somewhat better than mos
forecasters expected. St

It now appears that the final General Fund-General Purpose (GF-GP) and School Aid Fund revenue figure for the year
will be between $7,390 million and $7,410 million. In January 1985, the Governor’s Executive Budget estimated 1984-85
revenues at $7,195 million, about $200 million below the projected final figure. In March 1985, the Senate Fiscal Agency
estimated that 1984-85 revenue would total $7,358 million—a very accurate estimate, even allowing for the short forecast-
ing period.

In the October 1985 financial report to the Legislature, the Department of Management and Budget estimated GF-
GP and School Aid revenues at $7,334 million and the budget surplus at $59.9 million. Assuming no increases in expendi-

tures or unusual accounting adjustments, the surplus for fiscal year 1984-85 will exceed $115 million and may approach
$125 million.
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