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Michigan's cities and villages are the CENTERS
OF OUR ECONOMY. They maintain the infrastruc-
ture and services that support the vast majority
of our state’s jobs. A recent study found that
MICHIGAN'S METROPOLITAN AREAS ACCOUNT
FOR 89% OF THE STATE'S JOBS and 88% of

its gross domestic product.’ The revenue sharing
distribution formula was designed to appropriately
compensate the communities that support us all
and the higher costs they bear. Therefore, when
that formula is underfunded, Michigan’s entire
economy suffers.

Michigan GDP

(in millions of dollars)

Michigan's metropolitan areas account for 88% of the state’s Gross
Domestic Product (GDP). The Detroit region alone accounts for
almost 54% of Michigan’s GDP. In addition, the real GDP per capita
in Michigan's metropolitan areas is $37,560, compared to $24,949
in the rest of the state.

Source: RW Ventures, “Michigan's Metropolitan Areas Fact Sheet”

A Michigan Municipal League
survey found cuts in rev-
enue sharing have negatively
impacted basic community ser-
vices across Michigan. Capital
projects such as street and
sidewalk repairs and sewer and
water improvements have been
postponed; recreation and library
programs have been curtailed
or eliminated. Perhaps even
more startling is that, according
to the Michigan Commission on
Law Enforcement Standards,
there are nearly 3,000 fewer
police officers on the streets of
Michigan since the tragedy of
September 11, 20012

Revenue sharing consists of
both constitutional and statutory
payments. The constitutional
portion consists of 15% of gross
collections from the 4% sales
tax® distributed to cities, villages
and townships based on their
population. This amount is set
by the state constitution. The
Legislature must appropriate
whatever is calculated. It cannot
reduce or increase the constitu-
tional portion.

The statutory portion of rev-
enue sharing has traditionally
been distributed by a formula,
rather than on a per capita
basis, to compensate for the
significant variation in local
governments’ service delivery
needs, infrastructure mainte-
nance requirements and fiscal
capacity to generate local tax
revenue. Today, the program
calls for 21.3% of the 4% sales

tax collections to be distributed
in accordance with a formula
set in Public Act 532 of 1998.

Since state law sets the statu-
tory portion, the governor and
Legislature have the ability to
adjust the distributed amount.
They have used this ability to
cover state budget shortfalls to
the detriment of communities,
especially during the recent
recession when local budgets
are already strained by drops
in property value. The 1998 for-
mula was designed to be phased
in, but due to funding cuts it has
never been fully implemented. If
fully funded, statutory revenue
sharing payments to local gov-
ernments, including counties,
in fiscal year 2011 would have
totaled approximately $914 mil-
lion. Only about $416 million
was allocated. This shortfall is
part of a recent trend totaling
nearly $4.2 billion in revenue
sharing reductions during the
last ten fiscal years.

DID YOU KNOW 140
CITIES AND VILLAGES

IN MICHIGAN SUPPORT

A LARGER DAYTIME
POPULATION THAN
RESIDENT BASE?
(THINK JOBS! 42 OF
THOSE SEE THEIR
DAYTIME POPULATION
SWELL BY
OVER 50
PERCENT!



MILESTONES IN MICHIGAN'S UNRESTRICTED
REVENUE SHARING PROGRAM

Source: Citizens Research Council of Michigan
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receive revenue earmarked by the state 115% of new Single business tax income tax and single
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TOTAL STATE SHARED REVENUE—-
CITIES, VILLAGES, TOWNSHIPS, & COUNTIES REVENUE SHARING LOST SINCE 2001

Source: The House Fiscal Agency and Plante & Moran
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REVENUE SHARING LOST IN FY 10/11

. $499

MILLION

FY 01/02 FY 05/06 FY 10/11*

** Inflation applied to FY 97/98 total state shared revenue based on Proposal A inflation factor If fully funded, statutory revenue sharing
1.6% (98/99), 1.9% (99/00), 3.2% (00/01), 3.2% (01/02), 1.5% (02/03), 2.3% (03/04), 2.3% (04/05), payments to local governments, including
3.3% (05/06), 3.7% (06/07), 2.3% (07/08), 4.4% (08/09), -.3% (09/10), 2% (10/11) counties, in fiscal year 2011 would have to-

taled approximately $914 million. Only about

$416 million was allocated. This shortfall is
'Source: RW Ventures, “Michigan's Metropolitan Areas Fact Sheet” part of a recent trend totaling nearly $4.2
2Source: Michigan Commission on Law Enforcement Standards, billion in revenue sharing reductions during
“‘Law Enforcement Population Trends” 2011 Report the last ten fiscal years.

*The additional 2% sales tax created in 1994 is earmarked specifically for schools.
4Source: House Fiscal Agency

Created by the Michigan Municipal League, February 2011.
For more on the Michigan Municipal League, please visit mml.org.
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