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October 31, 2007

2007-08 BUDGET PASSED

Shortly after 4:00 a.m. this morning the House and Senate gave final approval to the 17 legislative bills needed to complete the 2007-08 budget.  Given the state’s still delicate financial and economic condition, however, many lawmakers anticipate that follow up work will have to be done in the months ahead.  As an example, supplemental budgets will be required for the Department of Environmental Quality, which will still need fee bills approved.  Also, if tax increases recently adopted are insufficient, executive order reductions will be necessary.  

The list of $433 million in cuts agreed to by the Legislature includes:

· Reducing the "current services" funding increase of 2.5 percent for the universities to 1 percent — savings $21.5 million 

· Reducing the "current services" funding increase of 2.5 percent for community colleges to 1 percent — saving $4.2 million 

· $52.5 million in cuts within the Department of Community Health budget 

· $55.6 million in cuts to the Department of Corrections budget 

· $80 million in cuts to the Department of Human Services budget 

· $6.4 million in cuts to the State Building Authority rents 

· $8 million in cuts to Department of Natural Resources programs (unless fees are hiked) 

· $12.6 million in cuts to the Department of Environmental Quality (unless fees are hiked) 

· A $3.5 million in cuts spread among all other departments 

· $13 million redirected from the Transportation Economic Development Fund (TEDF) 

· Reduce the "current services" funding increase for K-12 to one percent, saving $173.4 million 

· $5 million being redirected from the Comprehensive Transportation Fund (CTF) that goes to mass transit and other sources — to the general fund

With this budget, the state will spend $9.8 billion on per pupil foundation grants for the state’s K-12 system.  Coming in close to that is the $8.7 billion the state will spend on the Medicaid program providing health insurance for some 1.5 million Michigan residents.  It should be noted, concerning Medicaid, that no one will be removed from the program – a major goal of the Governor’s.  This was made possible by doctors and hospitals increasing additional fees to expand the hospital quality assurance program which will draw federal match money.

Another interesting fact about the state budget:  Several years ago the state began spending more on prisons than on higher education.  One out of every three state employees works in the Department of Corrections.  

	SERVICE TAX REPEAL EFFORT

	 A business coalition formed to win the repeal of the recently enacted sales tax on services will announce its petition drive effort at a Thursday press conference.   The petition drive is part of an overall strategy to repeal the tax, including hopes the petition drive will spur a legislative effort to end the tax before it takes effect on December 1.  If the Legislature does not act by December 1, the petition drive will aim for the November 2008 ballot, if the Legislature does not repeal the tax after the petitions are certified.  Legislators and business groups are considering a number of proposals to repeal and replace the tax, since Governor Jennifer Granholm has said any replacement for the tax has to raise the same revenue as the service tax.   Among those possible replacements is enacting a surcharge on a company's Michigan Business Tax.
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