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In dollar terms, November 1984 income taxes declined $19.5 million (7.1%) from the
previous month and $54.5 million (17.6%) from November 1983. There are several reasons
for this decline, including a reduction in the state income tax rate, a drop in the
number of people employed and paying incomeftaxes, and a redistribution from high- to
low-wage types of employment. ~

Effective September 1, 1984, Michigan's personal income tax rate dropped to 5,35%,
one full percentage point below its rate 1n September 1983. Consequently,. while the
personal income tax in fiscal year 1983-84 ‘brought in 40% of Michigan's revenue from
state tax sources, that proportion will decline to approximately 36% during the current
fiscal year.

Income taxes are submitted to the state treasury at the end of the month, so
November collections reflect October employment levels. Mlchigan employment was 6,000
less in October than in September, so part of the month-to-month decline in income
taxes was due to lower employment.

Finally, the employment gains that have been achieved in the past year have been
concentrated in services and retail trade. These industries traditionally pay less
than manufacturing. As the distribution of employment shifts from high-wage to lower
wage industries, income tax collections will decline further.

However, total tax collections are running roughly even with last year's levels.
Although income taxes have declined, sales and use taxes have increased, canceling the
effect lower income taxes have on overall tax collections.

A SERVICE OF

PUSLIC 3eCtO3 CONMULCAND, inc.

KNAPP'S CENTRE ® 300 S. WASHINGTON SQUARE ® QU)TE 401 @ LANSING, M1 48933 ® (517) 484-4954




