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Overview of the Consensus Process

 The statutory authority lies in the Management and 

Budget Act, 1984 PA431

 The three principals are the director of the House 

Fiscal Agency, the director of the Senate Fiscal 

Agency, and either the state budget director or state 

treasurer.

 The conference is held during the second week of 

January and the third week of May each year, 

although additional conferences can be requested by 

any of the principals.
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Consensus Conference Outcomes

 The conference shall establish an official economic forecast of 

major variables of the national and state economies. The 

conference shall also establish a forecast of anticipated state 

revenues as the conference determines including the following:

 State income tax collections
 State sales tax collections
 Corporate income tax collections
 Michigan business tax collections
 Total general fund/general purpose (GF/GP) revenues
 Lottery transfers to the school aid fund (SAF)
 Total school aid fund revenues

 Pay-in or pay-outs indicated under the countercyclical budget 

and economic stabilization fund (BSF) formula

 Compliance with the state revenue limit established by section 

26 of article IX of the state constitution
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Unprecedented Federal Fiscal Support
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Retail Sales Boosted by Stimulus

September 20219

Source:  Bureau of the Census
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E-commerce Sales Jumped During the Pandemic
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2020 Recession – Real GDP Quarterly Forecast
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GDP Forecast
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Inflation Levels Up Nationally, but Not Atypical
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Consumer Price Index, Monthly
Year-Over-Year Percent Change

Source:  Bureau of Labor Statistics
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• April inflation is up year-

over-year, but CPI 

experiences significant 

monthly swings

• Current inflation drivers 

are a short-term 

phenomena

– Much of the current 

inflation is driven by the 

increase in housing, 
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prices, which are 

expected to be more 

stable going forward

House and Senate Fiscal Agencies September 2021



Transfer Receipts Boost Personal Income
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Employment and Spending in Michigan
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In 2020-2021, the relationship between employment and spending was 
very different than in previous recessions. 
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Light Vehicle Sales
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U.S. Light Vehicle Sales Big 3 Share

With the share produced by domestic automakers having stabilized, vehicle sales 

increased to record levels.  Sales levels, which plummeted due to the pandemic, are 

expected to increase over the forecast, but will remain below pre-pandemic levels.
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Michigan Wage and Salary Employment

-9.2%

3.6% 3.4%

1.4%

2020 2021 2022 2023

18

Annual Percent Change

Actual

September 2021House and Senate Fiscal Agencies



Michigan Job Gains Expected Through 2023
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Forecast of Major Taxes
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Withholding Collections Continue to Climb
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Net Income Tax Revenue Estimates
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Income Tax Rate under MCL 206.51(1)

24

MCL 206.51(1) limits General Fund revenue 
growth to a factor of inflation from FY 2021 
levels. If revenues surpass the limit, reductions in 
the individual income tax rate are triggered.

Based on the consensus revenue and inflation growth 
estimates, income tax rate would remain at 4.25% for TY 
2023 and drop to 4.21% for TY 2024.
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Sales and Use Tax Accelerate

Source:  Michigan Department of Treasury, 5/10/2021.
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Consumption: Goods Up, Services Down 
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Net Sales Tax Revenue Estimates
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Net SBT/CIT/MBT Revenue Estimates
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Major State Taxes as a Percentage of Michigan 

Personal Income
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Recent growth in state revenue has been driven by individual income and consumption 

taxes. Other major state taxes have declined as a percentage of state personal income 

as a result of economic trends or tax policy decisions.

September 2021House and Senate Fiscal Agencies29



Tax Breaks Exceed Ongoing Revenue
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Constitutional Revenue Limit Calculation
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Forecast of GF-GP and School 

Aid Fund

32 September 2021House and Senate Fiscal Agencies



GF-GP Net Revenue Estimates
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FY 2021-22 GF/GP Tax Revenue

Individual Income 
Tax

$7,289
64.6%

Sales Tax
$1,408
12.5% Use Tax

$1,124
10.0%

Business Taxes
$1,010
8.9%

Tobacco Taxes
$173
1.5%

Other GF/GP Taxes
$165
1.5%

Liquor, Beer, & Wine
$122
1.1%

The General Fund/General Purpose tax revenue is projected to total about $11.3 billion 

in FY 2021-22. Dollar amounts below are in millions.
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General Fund Revenue Growth
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GF/GP Revenue
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Nominal GF/GP revenue is expected to approach $10.8 billion in FY 2021-22. When 

adjusted for inflation, however, GF/GP revenue is estimated to be 31.4% below the 

FY 1999-00 level.

January 2021 

Consensus

Estimates
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School Aid Fund Net Revenue Estimates
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FY 2021-22 SAF Tax and Lottery Revenue

Sales Tax
$6,566
43.4%

Income Tax Earmark
$3,245
21.4%

SET
$2,324
15.4% Lottery

$1,094
7.2%

Use Tax
$825
5.5%

Cigarette Tax
$318
2.1%

RET
$402
2.7%

Casino
$182
1.2%

Other SAF Taxes
$106
0.7%Liquor Excise

$69
0.5%

The School Aid Fund is projected to total approximately $15.1 billion in FY 2021-22. 

Dollar amounts below are in millions.
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School Aid Fund Revenue
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Nominal SAF revenue has grown steadily since FY 2011-12. In inflation-adjusted terms, 

however, SAF revenue has remained below the FY 1999-00 level.

January 2021 

Consensus

Estimates
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SAF and GF/GP Revenue as a Percent of 

Michigan Personal Income
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Forecast Risks

Economy
 Uncertainty from the path of the pandemic remains the largest 

risk 

 The transition from expansionary fiscal policy to “normal” fiscal 
policy

 Forecast assumes current federal law for tax policy and 
infrastructure spending 

Michigan Tax Revenue
 Large increases in FY 2020 taxable consumer spending 

creates uncertainty about FY 2021 and FY 2022

 Pent-up demand for goods and services is expected to be high, 
but shortages of raw materials and industry labor shortages 
may constrain currently predicted growth
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Relationships Between the Economy and Major 

Revenue
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Recent Recessions See Workers Exit Labor Force
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Labor Force Changes by Sex and Age
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State Budget Overview
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FY 2020-21 Fund Sources

Federal
$25,706,051,400 

42%

State GF/GP
$10,602,132,500 

17%

School Aid Fund
$14,371,352,500 

23%

Other State 
Restricted

$10,385,586,800 
17%

Local/Private
$499,629,100 

1%

Discretionary GF/GP funds make up 17% of the $61.6 billion state budget (adjusted 

gross). Including the School Aid Fund, which must be used for K-12 or postsecondary 

education, brings the percentage up to 40%.
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Total State Budget History
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Total Classified State Employees

The total number of state employees has declined by about 17,500 (39%) since 

FY 2001.
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Source: Michigan Civil Service Commission, Annual Workforce Report
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FY 2020-21 Adjusted Gross Appropriations

Health and Human 
Services

$28,484,618,700 
46%

School Aid
$15,525,164,800 

25%

Transportation
$5,103,407,500 

8%

Higher Education/ 
Community Colleges

$2,125,593,000 
4%

Corrections
$2,060,788,400 

3%

Labor and Economic 
Opportunity

$1,625,864,300 
3%

Revenue Sharing
$1,341,924,300 

2%

Other Areas
$5,297,391,300 

9%

Large portions of the $61.6 billion state budget consist of payments to health care 

providers, school districts, universities and colleges, and local units of government.
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State Spending from State Sources

FY 2020-21 Year-to-Date

Health and Human 
Services

8,269,319,000
23%

Education
15,949,521,800

45%

Transportation
3,597,529,400

10%

Corrections
1,854,736,900

5%

Other Areas
$6,244,968,900 

17%
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FY 2020-21 GF/GP Appropriations

Health and Human 
Services

$5,090,371,100 
48%

Corrections
$1,809,258,400 

17%

Higher Education
$1,217,835,700 

12%

State Police
$439,376,600 

4%

Debt Service/
SBA Rent

$345,305,600 
3%

School Aid/
Dept of Education

$141,031,700 
1%

Other Areas
$1,558,953,400 

15%

85% of the $10.6 billion GF/GP budget is appropriated for health and human services, 

public safety, education, and debt service.  The remaining 15% provides funding for 13 

state departments, the Judiciary, the Legislature, and the Executive Office.
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FY 2020-21 School Aid Appropriations

January 202152

About two-thirds of the $15.5 billion School Aid budget supports per pupil foundation 

allowances used for school district general operations.

Foundation 
Allowances

$9,447,000,000 
61%

Special Education
$1,585,503,100 

10%

MPSERS
$1,526,406,000 

10%

Federal Programs 
(non-Special Ed)
$1,360,878,500 

9%

At-Risk Programs
$522,000,000 

3%

Early Childhood 
Programs

$263,350,000 
2%

COVID One-Time 
Per-Pupil Payments

$161,000,000 
1%

Other Programs
$659,027,200 

4%

Note:  Does not include Local
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Foundation Allowance History
Growth Since Proposal A
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January 202153

The FY 2020-21 foundation allowance for districts at the Minimum level is $795 above 

the previous FY 2010-11 peak. For districts at the State Maximum level, the foundation 

allowance surpassed the FY 2010-11 peak in FY 2019-20; it is $40 above the peak. The 

“equity gap” between the Minimum and Maximum is down to $418 per pupil.
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Year-End Balance Estimates
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General Fund/General Purpose(GF/GP)

Revenue, Expenditures and Year-End Balance Estimates 
(Million of Dollars)
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School Aid Fund (SAF)

Revenue, Expenditures and Year-End Balance Estimates 
(Million of Dollars)
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State Appropriations from All Sources: 

How much is Discretionary?
(Actual Dollars)
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For more information

Jim Stansell, Senior Economist 

Jstanse@house.mi.gov

(517) 373-8080

https://www.house.mi.gov/hfa/home.asp

David Zin, Chief Economist 

Dzin@senate.Michigan.org

(517) 373-2768

www.senate.Michigan.gov/sfa
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