
October revenue collections (September activity) showed little strength. In the second consecutive weak performance, 
personal income tax withholding collections increased only 2.5 percent above the level for the same month a year 
ago. Sales and use tax collections were flat due to a 24.1 percent decline in motor vehicle collections; year-ago auto 
collections were inflated due to incentive programs. However, nonmotor vehicle collections increased a robust 8.5 percent 
above the year-ago level. Single business tax (SBT) collections in October were 24.1 percent below the year-ago level, 
largely because one-time amnesty payments were included in last year's figures. 

Collections for fiscal year 1986-87 are complete except for year-end accruals, which have not been reported as 
of this writing. General and school aid fund collections included in this report fell about $375 million short of the 
estimate made by the Department of Management and Budget (DMH) last January. This shortfall could be reduced 
somewhat by accruals. 

The largest shortfalls were $57.2 million in sales and use taxes, $162 million in SHT collections, and $82 million 
in lottery receipts. l'ersonal income tax withholding payments fell about $40 million short of the DMR estimate, but 
this was more than offset by lower refunds and $105 million more than estimated in quarterly and annual payments. 
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h~.ottery collections run one month behind other tax collections due to a reporting lag. Therefore. Septcmhcr lottcry collcctions arc inclutletl 
in this month's report. The pcrccntage changes for the month and the past three months arc calculated on  the basis of gross s;tlcs. 'l'hc ycar-to- 
clatc changc is hascd on nct revcnuc to the school aid fund (SAF), which i~iclutlcs other rcvcnuc and rcflccts the change in the sharc allocated 
to the SAP after expenses and prizcs. In fiscal ycar 1985-80, the SAP received 40.6 pcrccnt of  gross lottcry rcvcnuc. This sharc was only 39. I percent 
a h  of July 51, 1987. 

C' . I h e x  revcnttes arc distrihutetl to the sales, use, and withholding (SIJW) accounts when final numbers for the month are reconcilcd. 

*lncludcs intangil,lcs, inheritance, corporate organization, and industrial and commercial facilities taxes. 

'Excludecl are hcer and wine, liquor, horse racing, and insurance premium taxcs, which are not collected hy the Ikpartmcnt of 'lkasury. These 
for less than 5 pcrccnt of (;F-GI' and SAI: revenue and have ~lsually shown little growth in recent years. One exception is the insurance 

prctnlutns tax, which increasecl al,out 27 percent in fiscal ycar 1985-86 and 15.1 percent in the previous fisc;tl year. 

'The motor fucl tax is rcstrictcd to thc 'liansportation 1~1nd. 
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Despite the large revenue shortfall, there will be a small surplus in FY 1985-86 due to the carryover of a $152.6 
million surplus from the previous fiscal year and several one-time fiscal adjustments. The F'Y 1987-88 revenue outlook 
will be discussed in next month's Revenue Report. 

Monthly Focus: 
Michigan Personal Income Growth During the Current Economic Expansion 

3 

The current economic expansion is approaching sixty months duration, the second longest since World War 11. 
Michigan has done well during the expansion, about the same relative to national growth as in the 1975-80 recovery 
but not as well as in the 1970-73 recovery period when Michigan personal income increased nearly 16 percent faster 
than U.S. personal income. (See Exhibit 2.) 

Michigan nonfarm personal income grew 37.5 percent froin the third quarter of 1982 to  the second quarter of 
1987, outpacing growth in the other Great Lakes states and ranking twenty-first nationally. The strongest sectors were 
construction and services, which increased 69.5 percent and 45.8 percent, respectively. A disquieting note is that Michigan 
personal income growth increased only 3.1 percent from the second quarter of 1986 to the second quarter of 1987, 
last among the Great Lakes states and well below the U.S. average of 5.1 perccnt. 

Michigan personal income will continue to increase more slowly than the national and the Great Lakes averages 
for at least the next two years.' This means slower revenue growth for the state and constrained state budgets. 
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Table 2. Personal Income Growth: 
Third Quarter 1982-Second Quarter 1987, Michipn and Selected States 

Index of Percentage 
Percentage Change Change in Nonfarm Percentage Change 
3rd Quarter 1982- Personal Income Rank Among 2nd Quarter 1986- 
2nd Quarter 1987 (U.S. = 100) States 2nd Quarter 1987 

SOIJRCE: U.S. Department o f  Coninlcrce, Burcau o f  Economic Analysis, News, October 15, 1987. 

' In April, the 1J.S. Lkpartment o f  Commerce reported Michigan per capita personal income at $14,064, 97.5 perccnt of the 
11.S. average, ranking Michigan twentieth among the states. In August, the department revised Michigan per capita income upward 
to $14,775, 100.9 percent o f  the 1J.S. average and seventeenth in the nation. 
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