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HOW SHOULD MICHIGAN’S BUDGET 
SURPLUS BE HANDLED?   

 
 
Background: Lansing lawmakers and the Governor are debating over the disposition of a 
projected budget surplus. The size of state government's three-year surplus has been 
estimated at $971 million, however, Budget Director Nixon and others have cautioned that 
much of that number is “one-time” money that will not be recurring in subsequent years. In his 
budget presentation Nixon said that the one-time money is two thirds of the surplus or $646 
million leaving only $325 million that is stable enough to include in the baseline annual state 
budget in the form of increased spending, deposits to the “rainy day fund”, returns to taxpayers 
via tax cuts, one-time rebates or some combination of these options. 
 
Below are the options currently being debated in the legislature. Please rank them in order of 
preference from 1 to 7 with 1 being your most preferred option for how the budget surplus 
should be handled and 7 being your least preferred. The last option is for you to provide your 
own idea for handling the budget surplus. 
 
 

26%  Lower the income tax rate 

11%  Give taxpayers a one-time income tax rebate 

4%  Increase the income tax Homestead Exemption 

34%  Increase road funding 

7%  Increase education spending 

12% Increase the “Rainy Day” fund 

5% Other 
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