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Forecast Up $592 million in F.Y. 1998-99  
 
An improved economic outlook for 1998, stronger end-of-1997 receipts, and
projections of further expenditure savings have combined to increase the
expected budget surplus for the current biennium. General Fund Revenues
are forecast at $21.471 billion, up $507 million (2.4 percent), from
November’s estimates. Expenditures are now expected to be $20.579 billion,
$90 million (0.4 percent) less than prior projections. An offsetting increase in
dedicated reserves accounts for the remaining $5 million. 
 
Budget Outlook for 2000-01 Improves by $256 Million 
 
A more cautious forecast for national economic growth in 1999 and 2000
prevents much of the current surplus from carrying forward to the next
biennium. F.Y. 2000-01 revenues are now projected to be only one percent
($229 million) more than November’s planning estimates and expenditures
are estimated to change by only $33 million (0.1 percent) from prior
estimates.  
 
Managing Risk Remains a Key Policy Concern  
 
The F.Y. 2000-01 planning estimates show an annual structural balance of
about $530 million. Prudent financial practice would limit the sum of any
permanent revenue reductions or spending changes to that amount.  
 
The uncertainty surrounding the economic forecast and future revenue and
spending estimates requires careful consideration of options for managing
the risks inherent in those forecasts. Minnesota’s Council of Economic
Advisors continues to recommend a state budget reserve of 5 percent of
biennial general fund expenditures as a risk management tool. Reaching that
5 percent level would require doubling current reserves. 
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BUDGET SUMMARY

F.Y. 1998-99 Budget Outlook Improves by $592 Million

General Fund resources for F.Y. 1998-99 are now forecast to total $21.471 billion, up
$507 million  (2.4 percent) from November’s forecast.  State expenditures during the
current biennium are now forecast to be $20.579 billion, down $90 million (0.4
percent) from prior estimates.  An offsetting increases in dedicated reserves account for
the remaining $5 million.

F.Y. 1998-99 Budget Summary
($ in millions)

November February
1997 1998 Change

Beginning Balance $1,995 $1,995 $0

  Forecast Revenues $20,964 $21,471 $507

  Estimated Expenditures $20,669 $20,579 ($90)

Reserves:

  Dedicated Reserves $93 $98 $5

  Cash Flow Account $350 $350 $0

  Budget Reserve $522 $522 $0

  Property Tax Reform Account $872 $872 $0

Available Balance $453 $1,045 $592

The November forecast projected an available balance for the 1998-99 biennium of
$453 million after statutory allocations to fund education tax credits and the Property
Tax Reform Account.  This forecast raises the available balance to $1.045 billion.
When considered together with the $872 million balance in the Property Tax Reform
Account a total of $1.917 billion is available for allocation in the 1998 session.
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Budget Outlook for 2000-01 Biennium Improves by An Additional $256 Million

An improved near-term economic forecast, stronger 1997 year-end receipts, and
projections of further expenditure savings combined to increase the expected surplus
for the current biennium.  But, a slightly more cautious national economic outlook for
1999 and 2000 prevents much of the additional revenue from carrying forward to the
next biennium.   For F.Y. 2000-01 expenditures are expected  to grow to $22.187
billion and revenues to $23.249.

February Forecast Change
($ in millions)

% %
F.Y. 1998-99 Change F.Y. 2000-01 Change

Revenue Gain $507 2.4% $229 1.0%

Expenditure Savings $90 0.4% $33 0.1%

Dedicated Reserves ($5) -- ($6) --

Total Forecast $592 $256

Strong Economy Expected for F.Y. 1998, Weaker Outlook for F.Y. 1999-01

Asia’s economic problems are serious even though they have, as yet, had little impact
on the U.S. economy.   Data Resources Inc., (DRI), now believes that domestic output
will not be materially affected by changes in trade with Asia until mid-summer.  Then,
slower export demand for U.S. products and increased import competition will
significantly restrain real GDP growth into the 2000-01 biennium.
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The February Control forecast does not include a recession during the next four years,
but DRI now assigns a 25 per cent probability to a scenario containing a recession
which begins in early 1999.  Even without a recession the U.S. economy is expected to
languish through 5 quarters of sub-par growth before it again begins to grow at more
normal rates.  In two of those quarters real GDP growth rates of one percent or less are
projected.  

RealReal GDP Now Expected To Be Less Than Previously GDP Now Expected To Be Less Than Previously
ForecastForecast Through All of 2000-01 Biennium Through All of 2000-01 Biennium

Real GDP growth in 1998 is now forecast to grow at an annual rate of 2.7 percent, well
above the 2.3 percent rate forecast in November.  But, when combined with the slower
growth projected for 1999, the economy is positioned at a level slightly below that
forecast in November at the beginning of the 2000-01 biennum.  DRI has also reduced
its outlook for growth in 2000 and 2001, although any forecast that far into the future
is largely an extrapolation of historical trends.  
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Stronger Economy, Technical Adjustments Lift Revenues

Receipts from the four major revenue sources are now forecast to total $18.694 billion
during the current biennium, up $433 million (2.6 percent), from November’s esti-
mates. Changes in the forecast for other revenues, including investment income,
increased the forecast receipts by an additional $74 million.

The individual income tax was the largest source of additional revenue, adding $317
million to the forecast.  About three fourths of the additional income tax revenue came
from the stronger economic outlook, particularly for business income and investment
income.  The remainder was due to indexing changes and other technical adjustments
necessary to account for apparent changes in the ratio of receipts to estimated individ-
ual income tax liability.  Changes in the forecast for the sales tax, corporate income tax,
and motor vehicle excise tax were all less than $50 million and well within normal
variation.

Some of the technical changes carry forward into the income tax estimates for 2000 and
2001 and they are the source of much of the additional income tax revenue projected
for those years.  Income taxes were up $205 million (1.8 percent), from November’s
planning estimate.  The investment income estimate was raised by $38 million and the
sales tax estimate by $29 million.  Other sources of tax and non tax revenues were
largely unchanged.

Expenditure Forecast Falls $90 Million in F.Y. 1998-99, $33 Million in F.Y. 2000-01

Expenditures for the 1998-99 biennium are now forecast to total $20.579 billion, $90
million less than the November’s estimate.  Forecast spending for elementary and
secondary education fell by $25 million.  Lower pupil estimates and reduced growth
rates in special education programs were the source of the savings.  Slower program
enrollment accounts for $54 million in health care savings, while technical adjustments
produce $12 million in family support cost savings.  Debt service estimates are $6
million lower due to revised cash flow estimates and slightly lower interest rates;
miscellaneous other small changes account for the remaining net increase of $7 million.

Expenditure planning estimates for the 2000-01 biennium are down $33 million from
the November forecast.  Adjustments to K-12 estimates for fewer pupils and increased
costs for compensatory education and referenda equalization produce a net increase of
$28 million.  Lower caseload projections explain $48 million in forecast savings in
health care and family support programs.  Debt service costs are reduced $20 million
due to changes in cash flow assumptions on state bond sales, and minor changes in all
other program areas explain the remaining net difference.
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F.Y. 2000-01 Structural Balance Provides Measure for Budget Changes

Only $262 million of the 1998-99 forecast improvement in revenues and expenditures
continues into the next biennium.  The structural balance for F.Y. 2000-01 has
improved from the $800 million shown in the November forecast to $1.062 billion.

F.Y. 2000-01 Planning Estimates
($ in millions)

November February Change

Revenues $23,020 $23,249 $229

Expenditures 22,220 22,187 (33)

   Difference  $800 $1,062 $262

Prudent financial management suggets that no more than $530 in ongoing revenue
reductions or spending increases could be made in F.Y. 1999 and sustained in a
structurally balanced balanced budget scenario for F.Y. 2000-01.  As with the current
biennium, state policy makers must carefully weigh not only potential risks in the long
term forecast, but also historical spending growth and anticipated spending pressures
in major state programs before committing future projected balances in the 1998
legislative session.

 Managing Risk Remains Key Policy Decision

The uncertainty surrounding the budget forecast requires that the Governor and the
1998 legislature carefully consider policies on how to best manage inherent forecast
risk. 

Since the early 1980's Minnesota’s Council of Economic advisors has recommended
that state budget reserves be equal to 5.0 percent of biennial general fund expendi-
tures.  The total of Minnesota’s general fund budget reserve of $522 million currently
represents 2.5 percent of forecast F.Y. 1998-99 biennial spending.  To reach 5.0
percent would require doubling the current reserve.
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ECONOMIC SUMMARY

During 1997 good economic news seemed to be in endless supply. The unemployment
rate was low, and falling.  Inflation was not only under control, but declining.
Consumer confidence was at an all time high, the stock market up, and interest rates
down.  There was even progress on the federal budget deficit.  Last year’s economy has
been characterized by many as the best in a generation. 

Late in the year, however, the outlook grew more uncertain.  Financial problems
surfaced in Thailand in late summer, and comparable  problems emerged in the
Phillippines,  Malaysia, and Indonesia. In November similar financial problems were
revealed in South Korea, (the worlds 12th largest economy), and the risk to the U.S.
economy increased significantly.  BusinessWeek summed up the concerns in a mid
January cover story noting that “a seemingly isolated financial bust that started last
summer in Bangkok has escalated into the biggest threat to global prosperity since the
oil shocks of the 1970s.”   The consensus remains that the possibility of a U.S.
recession in 1998 is quite low, but there is no strong consensus on the pattern of
growth the economy is likely to follow during the next two years.  Once again the
possibility that economic growth could substantially under perform projections must
be factored into planning. 

Economists agree that the underlying strength of the domestic economy remains
unchanged, and they are certain that the Asian currency devaluations will affect foreign
demand for some U.S. made products.  Those same devaluations also will make
imports less expensive in the U.S.  That will be good for the consumer, and it will help
keep inflation under control, but it will further restrain demand for U.S. output.  Where
forecasts differ is in their assessment of the extent of the drop in demand for U.S.
products, when that reduced demand will be visible,  and its effect on the remainder of
the U.S. economy.   
 
Forecasters expect the uncertainty to continue until at least mid year since the full
extent of the Asian problem is still unknown. While the experiences of the Mexican and
Latin American economies following their devaluations offer some insights into the
future course of trade between the U.S. and Asia, institutional settings and global
economic relationships in the current situation are different from those at the time of
other currency devaluations. Questions over whether the  proper policies have been put
in place, and doubts over whether those policies will be implemented by the affected
governments are expected to continue well beyond the summer.  And, in this
interdependent global economy, the U.S. economy will not be immune to further
changes in the Asian situation, or economic or political shocks elsewhere. Forecasts are
being updated continually as new information emerges, and some of those revisions
have been substantial. 
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Data Resources Inc.(DRI), Minnesota’s macroeconomic consulting service, has been
among those making substantial revisions to their forecast in recent months. Their
December Control called for real GDP to grow at annual rates of 2.0 percent and 1.6
percent respectively in 1998 and 1999, well below November’s forecast of 2.3 percent
and 2.0 percent.   They also assigned a one in four probability to a recession in late
1998, up dramatically from the one in ten probability given that scenario in November.
By January though, their outlook for 1998 had improved slightly and real GDP growth
of 2.3 percent was expected. For 1999, real GDP growth at a 1.5 percent was
anticipated. In February DRI again raised their forecast for 1998, this time to 2.7
percent growth,  noting that while the Asian problems are real, they appear to be not as
serious as thought earlier.  Thegrowth rate in 1999, however, was projected to be 1.5
percent and the probability of a recession in early 1999 was kept at 25 percent.  The
DRI outlook for growth in 1999 remains among the least optimistic of all forecasters.
The Blue Chip Consensus for 1998 is for 2.6 percent real GDP growth.  For 1999 they
expect 2.2 percent real growth.

ChangesChanges in Asian Outlook Shift DRI Forecast of Real GDP in Asian Outlook Shift DRI Forecast of Real GDP

Members of Minnesota’s Council of Economic Advisors were generally more
optimistic than DRI in their outlook for the 1998-99 forecast horizon.  Several noted
that their personal forecasts over the next 18 months were closer to DRI’s boom-bust
scenario (probability 20 percent), than the Control forecast.  No member of the Council
expects a recession during the next two years, and the outlook for fiscal 1999, where
real GDP grows at an annual rate of less than 1.5 percent seemed excessively cautious
to most.  Finance Department economists agreed that the outlook for 1999 appeared
pessimistic, but noted that although recent news from Asia has been positive, the
financial reforms most believe necessary are not fully in place.  Members of the Council
agreed that some caution in the outlook was warranted given the continuing
uncertainty in Asia.  The credibility, and eventual success of Japan’s economic stimulus
package is expected to  play a key role in the speed at which the recovery in South East
Asia proceeds.
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Several Council members observed that Minnesota’s tight labor market might prevent
the state’s economy from keeping pace with the national economy should the strong
growth observed during the past few quarters continue.  Finance Department
economists agreed, noting that recent population reports showed that net migration to
Minnesota had eased slightly.

Department of Finance economists warned again that technical factors associated with
estimating changes in taxpayer behavior caused by the reduction in the federal capital
gains tax rate could cause material differences between the forecast and actual receipts
for tax years 1997 and 1998, even in the absence of a change in the economic outlook.

Council members, noting the economic and technical uncertainty associated with this
forecast urged the Governor and the Legislature to take advantage of the current
strength in the economy and raise the budget reserve to 5 percent of biennial
expenditures.
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ECONOMIC OUTLOOK

All indications are that robust fourth quarter real GDP growth carried over into the new
year.  Strong consumer sentiment and rising post-Christmas retail sales indicate
households are undaunted by news from Asia and swings in the stock market.
Consumers have good reasons for optimism.  Slowing inflation combined with solid
increases in jobs and wages are leaving everyone with more real income than expected.
In addition, lower interest rates have set off another round of mortgage refinancing
which allows cash flow to be diverted into discretionary spending. Household balance
sheets also look good because of stock market generated gains in wealth and because
there were no significant additions to installment debt at Christmas.

Economists agree that the crisis in Asia will soon exert a drag on the economy by
increasing the trade deficit, primarily through lower exports.  Since the region buys
about 25 percent of U.S. sales overseas, everyone is seriously concerned.  There will
surely be fewer exports because the recent plunge in Asian currency values made our
goods about 50 percent more expensive there.  Lower exports mean profits of U.S.
firms doing business with Asia will be reduced.  Some firms are already reporting lower
earnings and more will follow.  Other unfavorable impacts are more uncertain.  It is not
clear how much the devaluation will raise U.S.imports because a severe credit crunch
may keep many Asian firms from increasing production.  No one knows whether
disappointing profits or further Asian financial market instability will weaken investor
confidence enough to cause a U.S. stock selloff or large bond market fluctuations.     
           

Asia has dominated business news for weeks, making it easy to forget other risks to the
economy's continued expansion.  Tension continues in the Middle East and in the
Persian Gulf, though there is no noticeable impact on oil prices.  Here at home, profits
could come in below expectations if wages rise rapidly in tight labor markets, if health
insurers boost employer's costs, or if the cost of modifying computer software to
recognize the year 2000 spirals out of control.  Finally, there is uncertainty over the
economy's capacity to grow without accelerating inflation.  Should the Federal Reserve
misjudge the situation, rising inflation accompanied by a surge in interest rates could tip
the economy into recession.    

None of the risks is guaranteed to become reality, so it is clear the economy could do
better than expected.  The current expansion has proved surprisingly robust time after
time during the past seven years, leaving even forecasters who are not perennial
doomsayers with a poor track record.  Practically all fundamentals currently look good
and prospects are encouraging.  Strong domestic demand will offset some and possibily
all Asian related losses.   Most observers believe the Federal Reserve is more likely to
lower interest rates than raise them in 1998.  So, there is a real possibility  growth will
be stronger than forecast in the February Control.
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DRI predicts real GDP growth will weaken significantly after 1998 because of a
deteriorating trade balance with Asia and a slowdown in business investment
spending.

DRI offers no optimistic alternative, but Finance Department economists believe the
1998-1999 part of the "boom bust" scenario may be indicative of what the first two
years of a genuine optimistic outlook would look like.  This indicates that the range of
uncertainty attached to the outlook is probably larger than DRI now indicates, and it has
increased considerably since November.  

RealReal GDP Growth GDP Growth

Asia Dominates The News

All Asian countries are involved in a chilling currency crisis, but most attention is
focused on five.  Thailand, Indonesia, South Korea, Malaysia, and the Phillippines have
experienced a catastrophic devaluation which made their financial institutions and many
other firms insolvent because they have large amounts of dollar denominated debt on
their books.  As a result, a downturn in the five countries' real economies is now
underway. Serious recessions are likely in Thailand, Indonesia, and South Korea.

During the past several weeks, the financial part of the crisis has been stabilized by
International Monetary Fund (IMF) loans.  But three major underlying problems have
not been solved. One problem is excess production capacity.  Another is factory
closings and layoffs which came as bank failures cut off sources of working capital.
Last, but not least, is that international investor's confidence in Asian emerging markets
has all but collapsed.  

The problem is a crisis of investor confidence.  What little remains is very shaky because
cronyism, corruption, and opaque accounting used throughout the region make it
difficult to assess risk.  More confidence is needed before foreign funds will become
available to recapitalize insolvent banks, to restart shuttered factories, and to convert
unneeded plants built under misguided industrial development policies.  But until Asia's
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emerging economies adopt business practices which allow investors to evaluate risk,
the capital needed for robust growth will not be available. 
      
Japan is viewed by many economists as the critical market for Asian goods.   A strong
Japan buying from its neighbors seems a necessary part of a solution in Asia.
Unfortunately Japan remains part of the problem because its government seems unable
to come up with a credible plan for stimulating its weak economy or restructuring its
bad debt ridden banks.   

What Is Left To Go Wrong?

Highly leveraged borrowers in Thailand, Indonesia, South Korea, Malaysia, and the
Phillippines are having difficulty repaying unhedged loans extended in dollars by
overseas banks.  Financial and trade linkages between the five and between them and
Japan exacerbate the potential consequences.  For example, South Korean banks have
significant loans placed in Indonesia.  If Indonesia defaults,  the Korean IMF bailout
could fail.  Korea might then default on loans from Japan, which could further weaken
an already wobbly Japanese economy and financial system enough to cause a recession.
If that happens, all economies in the entire region are at risk because they depend on
trade with Japan. 

In short, some key countries are in a row of economic dominoes with Indonesia first and
Japan last.  If the row collapses, trade with second tier countries like Singapore, Hong
Kong, Taiwan, and China will decline, leaving their economies heavily damaged.  Most
economists believe there would then be another wave of devaluations and financial
panic which engulfs China, Latin America, and other places in the developing world.
Some analysts are greatly concerned that a Chinese devaluation could create harsh
competitive conditions for its neighbors which would considerably prolong the current
economic downturn in Asia.  
      

What Next?

At best, economic growth in most of Asia will slow this year.  DRI is less optimistic in
expecting serious recessions in South Korea, Indonesia, and Thailand, together with a
severe slowdown in the second tier countries.  At worst, Japan's economy could slip
into recession or its banking system could collapse.  Either event might set off a second
wave of devaluations and financial panic which spreads to the Chinese and Latin
American economies.  In that case, many emerging market countries could slide into
deep recession like Mexico's did in 1995.  A worldwide economic slowdown would
then be likely, with possibly a U.S. recession beginning late this year.  DRI gives this
scenario a 25 percent probablility.  
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How It Happened

For years, developing Asian countries financed their export driven expansions with hard
currency loans obtained in international markets.  These were primarily short term bank
loans.  Some were made directly to governments.  Others were made with at least tacit
government approval, often to firms that officials, their relatives, or friends controlled.

Many investments made with the loan money were ill chosen real estate ventures or
others with no reasonable prospects for payback.  Even the good investments were long
term ones for economic infrastructure.  So, for two reasons, there was always a need
to roll over the short term loans.  But since Asian governments were directly or
indirectly involved, the borrowers did not take normal precautions. They justifiably
assumed there would be official help rolling over the debt if need be.  Consequently, as
a recent paper by MIT economist Paul Krugman indicates,  borrowers tended to be
overleveraged and the loans went unhedged.     

Unfortunately, governments became unable to help because of a sudden decline in
exchange rates for local currencies which had become overvalued.  During the past few
years, strong competition in internationally traded goods markets and soft Japanese
demand for its neighbors products slowed export growth.  Governments counted on
exports to build hard currency reserves needed to guarantee loan repayment.  

Dollar reserves are ordinarily used for imported goods purchases and hard currency
loan repayments.  When there are no reserves, markets expecting an increased supply
of local currencies seeking dollars will bid down the exchange rate.  Reserves were
drawn down last summer by rising trade deficits and by the resulting central bank
attempts to defend overvalued currencies.  Although the precarious state of reserves
was almost always an official secret, the markets somehow knew it and responded by
pushing down the exchange value of the Thai baht, the Indonesian rupiah, the Korean
won, the Malaysian ringgit, the Phillippine peso, and others. It now takes roughly twice
as many units of these currencies to buy a dollar as when the loans were made, rendering
most borrowers insolvent.  

The financial crisis rapidly led to declining production.  When domestic money supplies
were withdrawn from local accounts to be used for dollar purchases,  banks became
increasingly illiquid because they could not sell portfolios of bad loans often collaterized
with much devalued real estate.  This forced many to cut off working capital loans to
local firms.  Lack of working capital needed to import raw materials, machinery,
replacement parts, and other inputs needed in production processes then forced many
firms producing goods for the domestic economies to close and lay off workers.  Firms
producing for export were similarly affected, threatening the inflow of dollars needed
to repay hard currency debt. In some cases, exporters are now targeted for loans by
programs funded from the IMF money, but the credit crunch continues.          

There Is No Quick Fix
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The IMF made emergency hard currency loans totaling $100 billion to Thailand,
Indonesia, South Korea, and the Phillippines.  The loans were intended to restore
reserves sufficiently to permit imports of essential food and medicines as well as raw
materials and other goods needed to keep their economies going temporarily while the
underlying problems were sorted out.  That apparently has not happened yet because
recent Wall Street Journal articles indicate the economies of South Korea and
Indonesia continue to sink while governments delay at reforms needed to stabilize the
situation.  If this continues, there is no way the existing IMF loans will prove adequate.
More money from the IMF is in doubt because its assets are significantly depleted and
Congress is reluctant to approve an additional $18 billion in funding.   

Even if the current slide somehow stops, there will be a second wave of devaluations
and financial panic unless the inflow of foreign capital is restored.  New loans are not
likely to be made while there is imminent danger of default. Bankers and governments
are extending loan maturities so borrowers have more time to repay with smaller
payments.  But restoring foreign investor's confidence ultimately depends on their
believing the economies of the borrowing countries can recover from recessions and
resume steady growth.  For that to happen, major economic restructuring is needed. 

DRI suggests consolidation is a priority because industrial development policies
channeled excessive amounts of capital into "strategic" industries including autos, steel,
semiconductors, and petrochemicals.  But restructuring is a political dilemma because
the firms involved almost always are run by friends and cronies of government officials.
It almost surely will take years to work this out, so there will probably not be a quick
resumption of economic growth or restoration of lost U.S. exports to the region.  In the
February Control, export sector drag on the U.S. lasts through 1999. 
 

Asia May Not Dominate The U.S. Economy

Most forecasters think it unlikely the Asian crisis will seriously damage the U.S.
economy provided Japan does not slip into serious recession and cause shaky
confidence and financial panic to spread to the rest of the developing world.  Some
additional imports will arrive, but just how much is uncertain because Asian economies
lack working capital needed to ramp up production and because there will be less
demand from a cooling U.S. economy.  There will surely be reduced exports, but some
losses could be made up by growth in domestic U.S. demand generated by lower
interest rates.  At year's end, rates declined because of lower expectations for inflation
and as international capital moved to the safety of U.S. markets primarily in response
to events in Asia.  Little noticed, but significant, uncertainty over the European
monetary union's future has also contributed to the flight to safety in the U.S. 
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Will Profits Meet Expectations?

Profits are coming under increasing pressure from higher labor costs, intensifying
competition, problems in Asia, and the enormous cost of modifying computer software
to be year 2000 compatible.  Whether 1998 profits will meet expectations is a major risk
to an overvalued stock market. Most economists believe savings realized as interest
rates declined over the past few years explain much of the increase in earnings over the
same period.  The Wall Street Journal reports historically low corporate finance rates
are causing firms to accelerate debt refinancing in order to save additional interest
expense.  These savings are unlikely to sustain profits as  other difficulties mount.       

Consumers Are The Key

The economy will continue expanding if consumer spending remains strong enough to
offset drag from a deteriorating trade balance and a slowdown in business investment
spending.  For this to happen, household confidence must remain at or near its near-
record high levels and labor markets must generate wage gains large enough to support
spending growth, but not so that large cost increases push profits below expectations.
A stock market decline in response to disappointing profits, or an income eroding burst
of inflation accompanied by a surge in interest rates, or more bad news from Asia seem
the most likely foreseeable causes of a collapse in household confidence and spending.

DRI expects an approximately 10 percent correction in the S&P 500 Index later this
year,  but does not consider this large enough to frighten consumers.  Finance
Department economists think that may take less bad news than analysts currently think,
though, because according to news articles households now have about 43 percent of
their financial assets invested in stocks, more than twice as much as in 1990 and more
than at any time in the past 50 years.  

Consumption

Economists attach a high level of uncertainty to the relationship between household
spending and confidence.  The principal reason is that confidence is related to the
unemployment rate, jobs, income, wealth, and other variables which directly affect
spending.  Many economists believe confidence has no predictive power independent
of these other variables.  DRI does not agree and uses the University of Michigan
confidence index in forecasting equations with some success.

When the stock market crashed in 1987, the Michigan index immediately fell 10 points.
But when it recovered in a month, DRI correctly predicted there would be no recession.
Apparently a downturn was avoided because sentiment at the time was driven by the
national economic outlook rather than by personal financial considerations.  When Iraq
invaded Kuwait in 1990, the news was perceived quite differently, possibly because of
widespread concern over oil supplies and prices.  That time, when confidence fell, DRI
correctly predicted a decline in consumer spending and the subsequent recession.   
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Real GDP growth weakens in 1999 because of DRI’s outlook
for a sharp slowdown in business investment.  The current
investment cycle peaked a few years ago and is now in a
downturn that is expected to continue.

Currently,  Michigan survey results indicate household optimism stems from the belief
that economic growth will be strong enough to keep the unemployment rate at or near
its recent 25 year low, a view many economists including DRI's do not share.  Evidence
consumers are not now preoccupied with personal financial concerns suggests they may
shrug off events in Asia or a stock market decline as long as economic fundamentals
seem good.  But, another war in the Persian Gulf accompanied by higher oil prices, a
burst of inflation, or a series of disappointments with the unemployment rate could
quickly make spending much more sensitive to negative news.

Investment

The February Control scenario is for real GDP growth to weaken late this year because
of a rising trade deficit.  That sets the economy up for a sharp slowdown in 1999
because of DRI's outlook for a sharp slowdown in business investment.  Historically,
real investment exhibits a rough cyclical pattern for little understood reasons.  Although
more prolonged than usual because of investment in high technology equipment, the
current cycle apparently peaked a few years ago and is now in its downswing phase.
DRI expects this to continue, slowing real GDP growth in 1999.  

RealReal Business Investment in Plant and Equipment Business Investment in Plant and Equipment
B

usiness firms are investing heavily in high technology communications and data
processing equipment, but the rate of growth will slow in 1998.  Some analysts think
as the year 2000 approaches firms will suddenly rush to buy completely new
equipment and software as a way of solving the compatibility problem.  If this
happens, it will be primarily at smaller firms not using mainframes.  DRI believes
some computer spending is already related to the so-called Y2K problem, but does not
anticipate a one time surge in outlays that will unexpectedly prolong the current
investment cycle. 
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There seems to be no reason to expect investment growth to be reinvigorated by a
surge in commercial or residential construction activity. DRI forecasts relatively flat
commercial construction spending for the next few years because waning retail
expansion is being offset by rising investment in new office buildings.  Sometimes
exuberant confidence, lower interest rates, and strong job gains combined to help new
home sales and purchases of existing ones set records last year.  Even once languid
multi-family starts are at their highest level since early 1990. But, with the last
recession several years in the past, analysts believe there is no pentup demand behind
the housing surge.  Consequently, DRI considers the recent pace to be unsustainable
and forecasts it will gradually taper off over the next year or so. 

Economists expect some buildup of unwanted inventories as exports to Asia soften.
If these can be readily liquidated into a strong domestic market or exported elsewhere,
there will be no cutback in orders followed by layoffs which could jeopardize the
expansion. 

Government

The unified federal deficit for fiscal year 1997 was only $22 billion, its lowest since
1974.  In the February Control, the deficit slips to $19 billion in fiscal 1998 before
weak economic growth causes it to rise to $21 billion in 1999.  After that, a modest
economic rebound first shrinks the deficit and ultimately generates a $20 billion
surplus appearing in fiscal 2002.  

This outlook assumes discretionary spending cuts beginning in 1999 as laid out in the
5 year plan made during budget negotiations in 1997.  It does not, however, include the
new spending initiatives and taxes proposed in President Clinton's budget for fiscal
1999.  DRI does not believe Congress will enact the tobacco settlement whose
revenues would pay for some of the new programs.  The Control scenario does assume
higher personal tax revenues and lower spending in order to be consistent with recent
Treasury experience and the latest Congressional Budget Office (CBO) projections.

DRI warns that the Asian crisis could have greater negative impacts on the U.S. than
currently expected.  If the economy underperforms the February Control then the now
comparatively small federal deficit will grow larger and a surplus in 2002 becomes less
likely. 
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International

No one fully understands the web of commercial relationships Asia has built with the
rest of the world. Consequently, no one has a very firm idea of how much the debacle
will affect world trade, to say nothing of commerce with individual countries like the
U.S.  Business Week reports the current consensus among economists is that world
growth in 1998 will be reduced one percentage point, but obvously the uncertaintly
surrounding this estimate is large.

In the February Control, Asian currency devaluation and economic retrenchment causes
real growth in U.S. exports worldwide to slip from 12.5 percent in 1997 to 4 to 5
percent annually for the next 2 years. Despite a higher valued dollar, real imports slow
from 13.9 percent in 1997 to 10.5 percent in 1998 and 5.9 percent in 1999.  The bottom
line is that the U.S. current account deficit will increase from $161 billion in 1997 to
$219 billion in 1999.  This is enough to reduce real GDP growth by about 0.7 percent
in 1998.  However, lower interest rates will offset some of this, so net growth will slip
0.5 percentage point.  While this is DRI's best estimate, they offer no supporting
analysis or alternative scenarios for larger or smaller Asian impacts which would let
Finance Department economists evaluate uncertainty in the forecast.
  
Events in East Asia may be drawing attention from other potential problems.   Some
economists believe that for the longer term there is potentially more at stake in a
successful transition to the European economic union set to begin January 1, 1999.  

From the perspective of U.S. multinational firms, country exports and imports matter
much less than the location of overseas invested capital and sales of foreign affiliates.
By these measures, Europe is more important than Asia according to recent Business
Week and Wall Street Journal articles.  It seems that over the years about 50 percent of
U.S. direct foreign investment has been in Europe and a similar portion of the annual
sales of U.S. affiliates now takes place there.  In comparison, only some 17 percent is
in Asia including 5 percent in Japan itself.    

Business Week reports that by increasing competitiveness monetary union could speed
up European growth.  But the transition will require that interest rates converge to
common levels.  This will mean higher rates for France and Germany, the two largest
economies.  Resulting slower growth there will not be offset by lower interest rates in
Spain and Italy, leaving Europe as a whole with a weaker expansion than the modest
one now underway.

If this scenario proves correct, then for a while Europe will be less able to contribute to
sales and profits of U.S. multinationals.  It may also be less able than to absorb U.S.
exports once destined for Asia.           
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Monetary

Slowing inflation leaves the Federal Reserve Bank with maneuvering room to deal with
the Asian crisis.  By taking no action as interest rates fell early this year, the Fed is
allowing the economy to be stimulated in order to head off drag imposed by a rising
trade defict.  But, by letting the rates slide, the Fed is also making the U.S. a less
attractive safe haven for further hard currency capital flight out of Asia.  

For the Federal Reserve, this is a much better position to be in than if accelerating
inflation here forced it to raise interest rates to dampen the U.S. economy. This would
make the Asian situation worse by drawing more capital to U.S. markets. Analysts have
long had little doubt that, forced to make a choice, the Fed would give inflation priority
over practically anything else.  In the February Control, DRI assumes Dr. Greenspan
sees no signs of worsening inflation and attempts to keep the expansion going by
lowering the federal funds rate 25 basis points next summer.    

Inflation

Very modest price increases were last year's best economic news.  During 1997,
wholesale prices registered their largest decline since oil prices collapsed in 1986.  The
Consumer Price Index (CPI) rose just 1.7 percent between January and December,
almost one-half the 3.3 percent increase for 1996.  This reflects inflation's sharp
deceleration during the year.  Measured the way it is often reported in the news as the
ratio of annual averages of the index, the CPI rose just 2.3 percent in 1997.  DRI
predicts a decline to 1.7 percent in 1998.  

More good inflation news is in store this year partly because the debacle in Asia will help
hold down imported goods costs which make up 10 to 15 percent of the CPI.  Increased
competition from overseas commodity producers and manufacturers will also make
domestic firms less able to raise their prices. However, these forces working to contain
inflation will be offset to some extent by rising business costs from rising wages and
higher employer contributions for worker health benefits.  

Some of 1998's good news on prices will be just a measurement phenomenon, though.
Most analysts believe changes in the way the CPI is calculated will lower measured
inflation by a few tenths of one percent.  None of these changes will be retroactive, so
comparisons of current inflation with the past will not be strictly valid. 

One important thing inflation's slowdown does mean is a boost to household spending.
With their dollars stretching farther, consumers are reacting much as they would to an
unexpected pay increase.  David Wyss of DRI is quoted in a news article as saying that
1997's inflation is equivalent to "...the biggest raise American workers have had since
1977."
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In 1997, Minnesota real wages per job continued its
unprecedented climb for the second year in a row.

MINNESOTA OUTLOOK

With 12 months preliminary data in hand, Minnesota payroll employment is estimated
to have increased 2.2 percent in 1997, the same as forecast in November.  Using three
quarters of preliminary data, total wages are now forecast to rise 6.4 percent, up from
November's 5.5 percent.  For the U.S., DRI estimates 1997 employment will rise 2.3
percent, up from 2.2 percent.  Total wages are expected to increase 6.7 percent, up
from 6.5 percent forecast in November.

For 1998, Minnesota jobs are forecast to rise 2.0 percent, compared to 1.8 percent in
November.  Total wages are projected to increase 6.1 percent, up from 5.2 percent
estimated earlier.     

If the national February Control scenario comes true and the state economy tracks it as
Finance Department economists expect, a slowdown will begin late this year and extend
into 1999.  Minnesota jobs are projected to increase only 1.0 percent in 1999, down
from 1.4 percent forecast in November. Total wages rise 3.8 percent, down from 4.6
percent.  In comparison, jobs growth in the U.S. economy is expected to be 0.9 percent,
down from 1.4 percent in November, and wages should rise 3.9 percent, down from 4.3
percent. 

MinnesotaMinnesota and U.S. Real Wages Per Job and U.S. Real Wages Per Job
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Labor Markets Will Get Tighter In 1998

Minnesota's outlook for 1998 depends on employers being able to find people to fill
projected job openings.  A late January news article indicates a Twin Cities Business
Monthly Magazine survey of 400 senior executives conducted early last December
found that worker shortages and rising health care costs have replaced the tax burden
as their chief concerns.  During the past year, Twin Cities jobs have increased 2.0
percent, slightly slower than the statewide 2.2 percent rate.  Some analysts, including
Finance Department economists, believe this is attributable to a relatively tighter labor
market in the metro area.  The February Control forecast assumes employers outside
the metro area will experience increased difficulty finding people for jobs.
Consequently, 2.0 percent jobs growth statewide could be the maximum possible in
1998. 

Population Growth Slows In 1997

Finance Department economists believe the expansion of the past few years has been
helped significantly by labor force augmenting migration from the Midwest, from
other states, and from foreign countries.  Although foreign migration has continued,
a recent U.S. Census Bureau report indicates that for the year ended July 1, 1997 there
was a decline in population growth attributable to people moving in from other states.
According to the State Demographer's office, it appears that states supplying new
residents were doing well enough economically in 1996-1997 to make Minnesota look
less attractive.

In 1997, Minnesota population growth slowed to 0.8 percent, down from 0.9 percent
the year before, and 0.2 percentage point less than assumed in the November forecast.
In this decade, population growth has reached 1.2 percent annually. If slower
population expansion continues, labor force constraints on economic growth will be
more important than they have in the past.  

The State Demographer's Office reports the drop off in migration seems similar to one
which began earlier in Wisconsin.  Based on that experience, the slowdown will last
at least a few years.   Accordingly, population growth assumed in the forecast has been
reduced from 1.0 percent to 0.9 percent for 1998, and from 1.0 percent to 0.8 percent
in 1999.  It should be noted that while a slight uptick in 1999 is likely because of Asian
related unemployment on the West Coast,  the long term trend estimate for Minnesota
in a U.S. Department of Commerce study done a few years ago is 0.8 percent per year.

Reduced population estimates result in slightly lower employment forecasts for the
trade and services sectors for 1998-1999.  Should   these changes still seem warranted
next November, the impacts for 2000-2001 will be somewhat more significant.
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Exposure To Asia's Problems

In the February Control forecast, the combined impact of an a rising trade deficit and
investment slowdown cools the U.S. economy very sharply in 1999. If this outlook
proves correct, the impacts on Minnesota will not be insignificant.  It seems clear that
overseas demand for some of Minnesota's manufactured goods will be reduced and
firms here will face increased domestic competition from imports made cheaper by a
now relatively higher valued dollar.  Soft Asian demand will also make 1998 crop
prices weaker than they otherwise would be.  

A study by the Department of Trade and Economic Development indicates about 35
percent of Minnesota's manufactured exports go to Asia.  This appears consistent with
DRI's conclusion that Minnesota ranks eleventh among the states in exports  to Asia
of all goods including farm products.  However, DRI's estimate may be low because
it seems to Finance Department economists that agricultural commodities shipped
down the Mississippi are treated as part of Louisiana's export base in the U.S.
Department of Commerce data used in the study.    

Despite misgivings, no special adjustment to the forecast was made for Minnesota's
role in Asian trade.  Finance Department economists decided that it would be best to
let the fallout from the Asian crisis as reflected in the February Control flow through
into the model of the Minnesota economy.  This was done primarily out of concern that
there is not yet enough information to make successful outside the model adjustments.
However, there is significant potential for error in letting a model handle such an
unusual event.  DRI faces a similar problem in analyzing the national economy, so
Finance Department economists believe the February Control outlook, and its
estimated consequences for Minnesota, come with more inherent uncertainty than any
other forecast in recent memory.

Construction

The February Control assumes 1997's relatively high levels of construction
employment will increase modestly through 1999 with office building taking up slack
created by softening in other markets.  According to the 1998 Towle Report reviewed
in a recent Star-Tribune article, Twin Cities office vacancy rates fell and construction
activity accelerated during 1997.  There are several new buildings underway and many
more on the drawing boards, so office construction seems likely to speed up this year.
Except in outlying areas, however, retail construction is expected to slow in 1998
because the market seems close to saturation.  Industrial construction may also soften
because about one-half the space built in 1997 is unoccupied.  Declining vacancy rates
and rising rents may lead to more apartment building by year's end.  But, currently, the
Twin Cities seems to be lagging behind other metropolitan areas in multifamily starts.

Single family residential building is not covered by the report. If migration into the
state slows as expected, demand for new and existing homes could soften despite low
mortgage rates.  Finance Department economists doubt there is much pent-up housing
demand left almost seven years after the last recession ended in March, 1991.
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Selected National Economic Indicators

INFLATION AND UNEMPLOYMENT

CORPORATE PROFITS AND THE STOCK MARKET

INDEX OF CONSUMER SENTIMENT
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Selected National Economic Indicators
     GROWTH IN REAL CONSUMER DURABLES SPENDING

CONSUMER PRICE INDEX

INSTALLMENT CREDIT OUTSTANDING
AS A PERCENT OF DISPOSABLE INCOME
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Selected National Economic Indicators

         SAVING AS A FRACTION OF DISPOSABLE INCOME

HOUSEHOLD FINANCIAL LIABILITIES
AS A SHARE OF DISPOSABLE INCOME

HOUSEHOLD FINANCIAL LIABILITIES
AS A SHARE OF NET WORTH
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Selected National Economic Indicators
PROPORTION OF COMPANIES

 RECEIVING SLOWER DELIVERIES

MANUFACTURING CAPACITY UTILIZATION

MANUFACTURING AND TRADE
INVENTORY TO SALES RATIO
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Selected National Economic Indicators

U.S. TRADE BALANCE ($1992)

TRADE-WEIGHTED VALUE OF THE DOLLAR

FEDERAL FUNDS RATE
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F.Y. 1998-99
 CURRENT BIENNIUM SUMMARY

Forecast Improves By $592 Million

Projected F.Y. 1998-99 revenues have increased by $507 million for the current
biennium while projected expenditures have decreased by $90 million.  These changes,
combined with a $5 million technical adjustment to dedicated reserves increase the
projected available balance expected for the end of the F.Y. 1998-99 biennium from the
$453 million forecast in November to $1.045 billion.

F.Y. 1998-99 Budget Summary
($ in millions)

November February

1997 1998 Change

Beginning Balance $1,995 $1,995 $0

  Forecast Revenues $20,964 $21,471 $507

  Estimated Expenditures $20,669 $20,579 ($90)

Balance Before Reserves $2,289 $2,886 $597

Reserves:

  Cash Flow Account $350 $350 $0

  Budget Reserve $522 $522 $0

  Property Tax Reform Acct $872 $872 $0

  Dedicated Reserves $93 $98 $5

Available Balance $453 $1,045 $592

A $418 million increase in expected tax revenues accounts for 80 percent of the
revenue change, which is 2.1  percent over the November 1997 estimates.  The forecast
for investment income has been increased by $75 million due to higher-than-anticipated
cash balances.  Increases in other non-tax revenues and other small changes comprise
the remaining net differences.

Total spending for the biennium is now estimated at $20.579 billion, a $90 million (less
than 1 percent) decrease from November.  Reduced health care and family support
spending ($66 million), lower projected K-12 education costs ($25 million), and other
small changes account for the forecast change.
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Revenue Forecast
F.Y. 1998-99

Current general fund resources for the 1998-99 biennium are now expected to total
$21.471 billion, $507 million (2.4 percent) more than was forecast in November.
Economic growth in the last quarter of 1997 and early 1998 was stronger than forecast
in November and revenues have increased accordingly.  Twenty-five percent of the
forecast increase comes from current positive variances in year-to-date revenues.
Although DRI’s outlook for economic growth in F.Y. 1999 has been reduced since
November, the higher base level of economic activity at the end of the current fiscal
year adds revenues through the remainder of the biennium.

Revenues from the four major taxes are expected to exceed November’s forecast by
$433 million or 2.4 percent.  As in November, the individual income tax generates
about 75 percent of the additional revenue.  The sales tax forecast has been increased
by $55 million, the corporate income tax forecast by $43 million, and the motor vehicle
excise tax by $19 million.  Other tax and non tax revenues were $74 million (2.7
percent) more than previously forecast.

F.Y. 1998-99 Revenue Forecast
($ in millions)

FY96-97
Biennium FY 98 FY 99

FY98-99
Biennium

Revenues

Individual Income Tax 8,904 4,531 5,184 9,715

Sales Tax 5,914 3,216 3,386 6,602

Corporate Income Tax 1,383 781 770 1,551

Motor Vehicle Excise Tax      783     418     398       816

Four Major Taxes 16,984 8,946 9,738  18,684

Other Revenues   1,842     997      972   1,969

Net Non-dedicated Revenue 18,826 9,943 10,710 20,653

Other Resources      777      429      389      818

Current Resources 19,603 10,372 11,099 21,471

Net non-dedicated revenues for 1998-99 are now projected to grow by 9.7 percent
over F.Y. 1996-97, after taking into account the $500 million tax rebate approved
during the 1997 legislative session.  In the absence of that rebate, revenues would have
increased by 12.4 percent.  Biennial growth rates for the income tax and sales tax are
now expected to be 9.1 percent and 11.6 percent respectively.
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Individual Income Tax

Individual income tax receipts are now expected to reach $9.715 billion during the
1998-99 biennium, $317 million (3.4 percent), more than forecast in November.
Estimated tax year 1997  liability was raised by $81 million due to stronger than
anticipated economic growth during the last quarter of 1997 and continued growth in
withholding tax receipts.  That increased liability adds to the base for 1998 and 1999
and accounts for about two thirds of the additional liability forecast for tax year 1998
and virtually all the increased liability in 1999.  DRI’s February’s Control forecast
anticipates slower economic growth in 1999 than was forecast in November. 

The composition of income was adjusted to be consistent with preliminary results from
the Minnesota income tax sample for 1996.  Wages were found to be  a smaller portion
of the income tax base than projected in November, while capital gains, business
income, retirement incomes, and portfolio incomes (interest, dividends, and rents) all
were larger than anticipated.  These changes in the composition of the tax base
increased forecast liabilities in 1997, 1998, and 1999 by increasing the income in
sources where faster than average growth is projected.  Changes in indexing and in filer
growth rates also raised forecast liabilities.  Assumed increases in refinancing reduced
mortgage interest deductions.

After adjustments to incorporate changes in the composition of Minnesota income
observed in the 1996 sample were taken into account, the income tax simulation model
overestimated reported 1996 liability by $14 million.  To offset the $14 million gap,
capital gains realizations were reduced.  The sample showed capital gains realizations
in Minnesota growing at a rate well in excess of the U.S. average even after adjusting
for the abnormal local merger and acquisition activity in 1996.  This assumes that
Minnesota realizations will grow at the U.S. average rate for tax years 1997, 1998, and
1999.

Technical changes were made which increased the ratio of receipts to final liability to
levels consistent with those observed during the past three years.  These changes added
$23 million per year to the forecast for F.Y. 1998 and each future year.  The estimate
of payments by fiduciaries was increased by $5 million per year to reflect recent
experience.

Re-estimation and analysis of the regressions which link simulated withholding to
collections added $26 million to F.Y. 1998-99 revenues.  Because this is a one-time
shift of revenues forward, it has no impact on revenues for the 2000-01 biennium.

As in the November forecast behavioral impacts related to the recently enacted federal
tax bill, other than those related to capital gains, were not included in the forecast.  The
impacts of those changes will be dealt with in the fiscal note for the 1998 federal income
tax conformity bill.  No provision was made for possible reductions in state withholding
by individual taxpayers who will be eligible for the federal child tax credit beginning in
1998.
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Analysis of fourth quarter estimated tax payments through mid-February gave no
reason to take special action to increase expected 1997 and 1998 capital gains
realizations to take account of possible “unlocking” realizations from long time
portfolio holdings. 

Income tax refunds include $475 million in F.Y. 1998 and $25 million in F.Y. 1999
consistent with Department of Revenue estimates of payments to be made under the
1997 property tax rebate program.  The forecast for final payments in fiscal 1998 was
not increased for any potential increase in the number of filers caused by the existence
of the rebate program, nor was it increased to account for any decline in the percentage
of taxpayers remitting less than full payments for tax year 1997.

Sales Tax

Net sales tax receipts are expected to total $6.602 billion during the 1998-99 biennium
up $55 million ( 0.8 percent) from November’s estimates. Base level revenue for the
most recent quarter was increased by $21 million, consistent with year-to-date receipts.
In addition, the receipts elasticity with respect to the simulated base was increased from
.95 to 1.0, undoing the reduction in the elasticity  made in November.  The higher base
level revenues and the change in the receipts elasticity explain almost the entire increase
in the revenues.  There was almost no change in the rate of growth rate forecast for the
sales tax base.  The forecast for sales tax refunds was unchanged.

Corporate Income Tax

Corporate income tax revenues for the 1998-99 biennium are now forecast to reach
$1.551 billion, up $43 million (2.8 percent), from levels forecast in November.  DRI
has increased the forecast for pre-tax corporate profits in 1997 and 1998, consistent
with their projections for a stronger U.S. economy.   The F.Y. 1998 year to date
revenue variance of $23 million was incorporated into the forecast.  The corporate
income tax remains the most volatile of the major revenues.

Motor Vehicle Excise Tax

Motor vehicle excise taxes are now projected to be $816 million for the 1998-99
biennium, $19 million (2.3 percent) more than previously forecast. The variance in
year-to-date receipts of  $12 million was the major source of the increased revenues.
The expected growth in the value of motor vehicle sales in Minnesota remained almost
unchanged.
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Other Revenues

Other tax and non tax revenues are now expected to total $1.969 billion, $77 million
(4.1 percent) more than forecast in November.  The forecast for investment income
was increased by $75 million.  Deed and mortgage tax receipts were increased by $12
million due to an expected increase in refinancing activity which is already underway.
Insurance gross premiums tax receipts were reduced by $28 million consistent with a
change in reported receipts.  Changes in the remaining  tax and non-tax receipts were
small and typically  reflected year-to-date variances. 
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Expenditure Forecast
F.Y. 1998-99

The February, 1998 expenditure forecast for the current biennium totals $20.579
billion, a $90 million decrease from the comparable estimates in November, 1997.
Changes occur mainly  in the education aids, health care and family support, and debt
service estimates.  

F.Y. 1998-99 Expenditure Forecast
($ in millions)

Nov. 1997 Feb. 1998         Difference

Estimated Spending by Function
Education/Children & Families $6,853 $6,828 ($25)
  Property Tax Recognition $19 $19 $0
Post-Secondary Education $2,377 $2,378 $1
Property Tax Aids & Credits $2,590 $2,590 $0
Other Major Local Assistance $980 $985 $5
Health Care $3,335 $3,281 ($54)
Family Support $553 $540 ($13)
State Operated Institutions $892 $892 $0
Legislature, Judicial, Const. Officers $484 $485 $1
State Agencies' Operations & Grants $1,731 $1,732 $1
Debt Service $581 $575 ($6)
Estimated Cancellations ($20) ($20) $0

  Subtotal-Major Spending Categories $20,375 $20,285 ($90)
Dedicated Expenditures $294 $294 $0

Total Expenditures & Transfers $20,669 $20,579 ($90)

K-12 Spending Reduced $25 million

Forecast spending on elementary and secondary education declines  by $25 million for
F.Y. 1998-99 from November, 1997 estimates, due to a $13 million decrease in the
general education program, a $13 million decrease in special education, and other
adjustments totaling $1 million. 

Pupil estimates are reduced from November, reflecting revised 1996-97 school year
data from districts  lowering that year’s average daily membership totals by 785
students.  The effect of  the revised figures is lower projections for the two school
years in the F.Y. 1998-99 biennium, with F.Y. 1999 pupil estimates down 1,815 from
the November forecast.  

The drop in pupil units reduces general education obligations by $15 million in F.Y.
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1998-99. Earnings from the permanent school fund are higher than anticipated in
November, due to a lag in changing the mix of investments in the fund’s portfolio,
saving another $5 million.  These decreases are partially offset by a $7 million increase
in compensatory education and other miscellaneous adjustments, bringing the total
savings in general education to $13 million.

Spending on special education programs is forecast to decline by a net $13 million
from the November forecast.  A $15 million drop in the excess cost program reflects
a lower annual growth rate (5.0 percent instead of the 6.5 percent rate used in recent
years).

Health Care Savings Continue  

State expenditures for health care in F.Y. 1998-99 are down $54 million from
November estimates.  Continuing a trend seen in November, most of the savings are
due to slower growth in program enrollment.  Caseloads for families with children in
Medical Assistance and General Assistance Medical Care account for $42 million of
the forecast change.

F.Y. 1998-99 Health Care Spending by Program
($ in millions)

Nov. 1997 Feb. 1998 Difference

Medical Assistance:

   Long Term Care Facilities $1,145 $1,129 ($16)

   Long Term Care Waivers $526 $535 $9

   Aged & Disabled Basic Care
       (Including Senior Drug Program)

$676 $671 ($5)

   MFIP & Families Basic Care $622 $601 ($21)

General Assistance Medical Care $297 $276 ($21)

Chemical Dependency $68 $68 $0

Total $3,334 $3,280 ($54)

Medical Assistance (MA) MFIP and Families Basic Care costs also decline by $21
million from November estimates,  reflecting strong economic conditions that continue
to lower enrollment by families with children.  Health care for families receiving cash
assistance declines by $8 million and by $31 million for other MA families.  These
savings are partially offset by increased service costs that increase MA spending for
non-MFIP families by $12 million.  Other adjustments increase costs by  $6 million for
the biennium.
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Other MA changes save a net $12 million for the biennium.  Major elements include:

C $13 million in savings due to lower nursing home caseloads;
C $6 million in savings from lower forecast growth for nursing facility and

ICF/MR services;
C $12 million in increased costs due to a 2% increase in the caseload for MA

Developmental Disability Waivers;
C An increase of $3 million for a new Senior drug discount program enacted in

1997 that had been omitted from the November forecast;
C Other adjustments reducing cost estimates by $8 million.

Forecast expenditures for General Assistance Medical Care (GAMC) decrease $21
million due to lower caseloads.

Family Support Spending Declines

Family Support spending for the F.Y. 1998-99 biennium is projected to be $13
million lower than forecast in November, largely due to technical factors.  A
technical adjustment to the Minnesota Family Investment Program (MFIP) forecast
lowers the projected spending by $16 million in F.Y. 1999; this is partially offset by
$9 million in changes to child support collection estimates.  Other MFIP caseload
related changes reduce the forecast $3 million for the biennium.  Minnesota
Supplemental Aid (MSA) expenditures are now forecast $2 million lower.

State spending for MFIP child care assistance programs in F.Y. 1998-99 increases by
$0.4 million, although $5 million in projected spending also shifts between fiscal years
due to technical  adjustments.

Debt Service Forecast Falls $6 Million

General Fund debt service for the 1998-99 biennium is estimated to be $575 million,
a $6 million decrease from the November, 1997 forecast.  This is the estimated amount
needed during the 1998-99 biennium to fund debt service associated with outstanding
general obligation bonds, new bonds to be sold for currently authorized projects,  and
assumed new capital budget authorizations of $500 million in even-numbered years
and $30 million in odd-numbered years.  

There are two main reasons for the decrease in the cost of debt service. First, the
November forecast assumed that the cash flow for future capital budgets would result
in  20% of the bonds sold the first year, 55% the second year, and 25% the third year.
The cash flows used for the February forecast have been revised to assume that 15%
of the bonds are sold the first year, 35% the second year, 35% the third year, 13% the
fourth year and 2% the fifth year.  This change in assumptions results in fewer bonds
being sold the first year,  reducing the debt service cost for the assumed $500 million
capital budget. Secondly, interest rates for future bond sales are marginally lower than
forecast in November.  
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Other State Spending Projections Show Minor Increase

Forecasts for all other areas of state spending change only slightly from November.
Estimates of higher education and property tax aids and credits for the 1998-99
biennium are essentially unchanged.  Other major local assistance spending in the
Department of Human Services  is now $5 million below the  November forecast. 

Spending for most state agency operations and miscellaneous grant programs is
governed by appropriations made in the 1997 legislative sessions.  Total spending for
state institutions, the legislative, judicial, and constitutional officers, and state agencies
is currently projected to increase $2 million for the biennium.  Increases of $1 million
for legislative retirement costs  and $6 million for interest paid on tax refunds by the
Department of Revenue are partially offset by a $3 million technical adjustment for the
treatment of emergency medical services retirement funding, and other miscellaneous
changes.
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FOUR YEAR PLANNING HORIZON
F.Y. 2000 - 01 Budget Planning Estimates

The February forecast also updates planning projections for the following biennium,
F.Y. 2000-01.  It is important to recognize that the planning projections are materially
different than the forecast of the budget for the current biennium.  The methodology is
different and longer term projections carry a higher degree of risk and an inherently
larger potential range of error than the short term forecast for the F.Y. 1998-99
biennium.

F.Y. 2000-01 revenue projections are based on DRI’s Summer, 1997 cycle long
projections and their February, 1998 control forecast. The expenditure estimates
include discretionary inflation increases of 2.5 percent per year.  

Biennial Comparison:   F.Y. 1998-99 and F.Y. 2000-01
($ in millions)

F.Y. 1998-99 F.Y. 2000-01 Difference

Beginning Balance $1,995 $2,886 $891

   Revenues $21,471 $23,249 $1,778

   Expenditures $20,579 $22,187 $1,608

Reserves:
  Cash Flow Account $350 $350 $0
  Budget Reserve $522 $522 $0
  Property Tax Reform Acct $872 $872 $0
  Dedicated Reserves $97 $67 ($30)

Ending Balance $1,045 $2,137 $1,092

Planning estimates of current law revenues and expenditures for F.Y. 2000-01 are
presented to help budget decision makers identify longer term state finance issues.
Revenue forecasts are based on DRI long term forecasts.  Expenditure projections for
F.Y. 2000-01 assume current laws and policies will continue unchanged, and consider
caseload, enrollment, and other forecast variables in all major program areas.  The
estimates do not reflect any potential Governor's supplemental budget recommenda-
tions, nor anticipate any 1998 legislative action.
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Current law repeals the major components of education finance effective June 30,
1999.  Because the state constitution requires that the state provide a “fair and
uniform” education, the forecast assumes an ongoing state financial role in providing
education services.  Planning estimates reflect the continuation of existing programs
and policies.

F.Y. 2000-01 Structural Balance Improves

A primary purpose for providing out-year planning estimates is to assess whether tax
and spending decisions made for one biennium will be sustainable in the succeeding
biennium.  One way of measuring this sustainability is to focus on the state’s structural
balance (the difference between current year revenues and expenditures, excluding
prior year balances).

Compared with the November 1997 projections, current estimates for the F.Y. 2000-
01 biennium show a significant improvement in the state’s structural balance.  Revenue
increases of $229 million are coupled with lower spending of $33 million, increasing
the structural balance from $800 million to $1.062 billion.

F.Y. 2000-01 Planning Estimates
Change from November 1997 Forecast

($ in millions)

Nov. 1997 Feb. 1998 Difference

Beginning Balance $2,289 $2,886 $597

   Revenues $23,020 $23,249 $229
   Expenditures $22,220 $22,187 ($33)

      Structural Balance $800 $1,062 $262

The long-term projections are not intended to predict with any certainty balanced or
unbalanced budgets in the future.  The purpose is to assist analysis of how well future
projected revenues and expenditures will match based on trend projections of
Minnesota’s economy and the current structure of government services.  
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Revenue Planning Estimates
F.Y. 2000-01

Current resources for the 2000-01 biennium are now projected to total $23.249 billion, 8.3 percent more
than is now forecast for 1998-99. The four major taxes are expected to grow by 10.7 percent, while other
tax and non tax revenues are projected to decline by 8.0 percent from levels expected for the current
biennium.   The 2000-01 planning estimate exceeds November’s estimate by $229 million, (1.0 percent).

F.Y. 2000-01 Revenue Planning Estimates
($ in millions)

FY98-99
Biennium FY00 FY 01

FY2000-01
Biennium

Revenues

Individual Income Tax 9,715 5,412 5,648 11,060

Sales Tax 6,602 3,524 3,668 7,192

Corporate Income Tax 1,551 768 834 1,602

Motor Vehicle Excise Tax       816       406      419      825

Four Major Taxes 18,684 10,110 10,569 20,679

Other Revenues   1,968      902       910   1,812

Net Non-dedicated Revenue 20,653 11,012 11,479 22,491

Other Resources       818       361       397      758

Current Resources 21,471 11,373 11,876 23,249

As with the 1998-99 forecast all behavioral impacts of the recently enacted federal tax bill are excluded
from the planning estimates.  The Department of Finance, the Department of Revenue and legislative staff
have agreed that those impacts would be dealt with in the estimates made for the federal update bill. 

This baseline planning estimate is not an explicit forecast.  It is simply an extrapolation of projected trends
in the economy.  Because of the way it is constructed, any changes in the base level of revenues for fiscal
1998 or fiscal 1999 will be reflected in the planning estimates for 2000 and 2001.  Other things equal,
stronger than anticipated growth in either of those years will add significantly to revenues available in
the 2000-01 biennium.  Similarly, should  the economy grow more slowly than forecast during the next
two years, the revenue outlook for 2000-01 will deteriorate.

These revenue planning estimates are only a guide to the level of future revenues, not a guarantee.  If the
economy remains strong through 1999, if projections of capital gains realizations for tax years 1997 and
1998 are accurate, and if recent technical adjustments to the income and sales tax models are appropriate,
planning estimates are likely to underestimate future revenues.  But if the economy fails to perform at the
level anticipated in DRI’s February Control, or if capital gains realizations fail to reach the level
projected, or if the technical adjustments were unnecessary, the planning estimates could overstate future
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revenues.  Actual revenues could exceed or fall short of the planning estimates by as much as $1.5 billion,
depending on the economy's performance during the next 4 years.

The projected growth rate for F.Y. 2000-01 revenues exceeds that forecast for the 1998-99 biennium.
Revenue growth rates in the 1998-99 biennium were unusually low because of several one time events
which affected tax receipts in 1997 and because of the one time property tax rebate provided through the
income tax system in 1998.  When compared to growth rates in previous biennia, revenue growth in
2001-2002 is slightly slower than average.  

Estimates of 2000-01 revenues are based on DRI's Summer 1997 Cycle and February, 1998, Control
forecasts.  Nominal growth rates for key variables used in projecting  tax revenues for the year 2000 are
based on the February Control scenario. For the year 2001, growth rates were computed by multiplying
the average real growth rate for each key series computed over the entire 25 year Cycle forecast horizon
by the appropriate inflation estimate for that year taken from the February Control forecast.

DRI extended the forecast horizon for its Control forecast to 5 years, in October, 1996.  Because there
is no data on the reliability of the year four and year five Control forecast the Department of Finance has
chosen to continue to use its previous methodology for preparing  revenue planning estimates.
Department economists will evaluate the DRI Control's year four and year five projections throughout
the biennium  and, after consultation  with the Council of Economic Advisors decide  whether they
should become the base for the long term planning estimates in November 1998.    

Individual income tax estimates were prepared using the House Income Tax Simulation Model.
Assumed filer growth in Minnesota was consistent with average national employment growth in the
Cycle forecast.  All elements of taxable income and all individual itemized deductions were assumed to
grow at the growth rate for taxable personal income forecast by DRI. As in the 1998-99 biennium, lower
projected inflation rates increased expected income tax receipts through lower indexing.  Calendar year
income tax liabilities were converted into fiscal year revenues using the same proportions as forecast for
1999.    

Future sales tax revenues were estimated by computing percentage growth rates for each of seven broad
categories of products in the sales tax base.  Those growth rates for 2000 were based on the February
Control.  For 2001, the estimated real growth from DRI's Summer, 1997 Cycle forecast and inflation
from the February, 1998 Control forecast were used. The growth rates were then weighted by the fraction
of the expected 1999 sales tax base attributable to each category of purchases.  The sum of the weighted
growth rates was used as a measure of expected growth in the sales tax base for 2000 and 2001.  Stronger
real growth in the sales tax base was offset almost entirely by lower projections for inflation.

Corporate tax receipts in Minnesota were estimated to grow at the same rate as the DRI's forecast of
national before tax corporate profits.   Minnesota's motor vehicle excise tax collections are expected to
grow at the same rate as the national consumption of motor vehicles and parts.  Planning estimates for
other tax and non tax revenues were prepared by extrapolating existing trends. 

It is impossible to anticipate the economy's performance three or four years in advance. Economic
projections which look that far into the future can only be extrapolations of historical trends consistent
with the current short term outlook.  It is important to remember  that the long term revenue planning
estimate is only a guide to what revenues three and four years from now might be, not a guarantee of a
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specific level of revenues, and that there can be large positive or negative errors in these long term
planning estimates.



February 1998 Minnesota Financial Report

42

F.Y. 2000-01 Expenditure Projections 

Forecast expenditures for the F.Y. 2000-01 biennium total $22.187 billion, a 7.8
percent increase over F.Y. 1998-99.  These “planning estimates” are projections of the
cost of continuing current law programs after adjusting for changes in education
enrollment, caseloads  in correctional institutions and human service programs, net tax
capacity, and number of households.
 
The planning estimates provide for a 2.5 percent annual increase in the cost of goods,
services and major state grant programs for  F.Y. 2000-01.  This discretionary inflation
is not required by current law, but reflects the impact of expected price increases on the
cost of government operations.

F.Y. 2000-01 Expenditure Planning Estimates 
($ in millions)

Forecast Base Discretionary Total
F.Y. 2000-01 Inflation F.Y. 2000-01

Estimated Spending by Function
Education /Children & Families $7,133 $270 $7,403
  Property Tax Recognition
Post-Secondary Education $2,315 $88 $2,403
Property Tax Aids & Credits $2,789 $106 $2,895
Other Major Local Assistance $1,012 $38 $1,050
Health Care $3,789 $144 $3,933
Family Support $543 $21 $564
State Operated Institutions $920 $35 $955
Legislature, Judicial, Const. Officers $504 $19 $523
State Agencies' Operations & Grants $1,557 $58 $1,615
Debt Service $587 $0 $587

Estimated Cancellations ($20) $0 ($20)

  Subtotal-Major Spending Categories $21,129 $779 $21,908
Dedicated Expenditures $279 $0 $279

Total Expenditures & Transfers $21,409 $779 $22,187

The planning estimates for F.Y. 2000-01 are down $33 million from the November
1997 forecast.  The changes are largely a reflection of the adjustments that occurred in
the current biennium estimates; major changes are explained in the sections below.
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Change from November Forecast
F.Y. 2000-01 Expenditure Estimates 

($ in millions)

November 1997 February 1998
F.Y. 2000-01 F.Y. 2000-01 Difference

Estimated Spending by Function

Education/Children & Families $7,375 $7,403 $28

   Property  Tax Recognition

Post-Secondary Education $2,402 $2,403 $1

Property Tax Aids & Credits $2,890 $2,895 $5

Other Major Local Assistance $1,045 $1,050 $5

Health Care $3,972 $3,933 ($39)

Family Support $573 $564 ($9)

State Operated Institutions $955 $955 $0

Legislature, Judicial, Const. $523 $523 $0

State Agencies Operations &
Grants

$1,619 $1,615 ($4)

Debt Service and Other $607 $587 ($20)

Estimated Cancellations ($20) ($20) $0

  Subtotal- Major Spending $21,941 $21,908 ($33)

Dedicated Expenditures $279 $279 $0

Total Expenditures & Transfers $22,220 $22,187 ($33)

School Funding Repealed in F.Y. 2000 Without Legislative Action

Laws 1992, Chapter 499, repeals the major components of general education and
referendum revenue effective June 30, 1999, leaving districts with a potential $1.6
billion shortfall in F.Y. 2000.  The repealer includes the basic general education and
referendum levies for F.Y. 2000 (the 1999-2000 school year) which are computed in
the fall of 1998.  If action is not taken by the 1998 legislature to either reinstate these
levies or replace them with an alternative levy model, school districts will lose nearly all
of their levy proceeds, and the state would need to decide whether to replace the $1.6
billion in lost levies with state funds.  

Because the state’s constitution requires that education be provided to its citizens, this
forecast assumes a continuing state role in education finance.  Reflecting the
continuation of existing formulas, the planning estimates for K-12 education increase
$28 million over the November forecast. The net forecast change is explained by:

C lower pupil estimates saving $25 million;
C a $6 million savings due to decreased costs for funding the training and

experience index;
C an increased compensatory education cost of $16 million;
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C projected growth in referenda equalization funding of $38 million, reflecting
recent trends of higher voter approval rates on local referenda; and 

C Several other small increases totaling $4 million, combined with an additional
$1 million in discretionary inflation. 

Health Care Estimates Fall $39 million 

Planning estimates for health care decrease $39 million from the November 1997
forecast.  Total spending for F.Y. 2000-01 includes $144 million in discretionary
inflation.  

Medical Assistance spending estimates are $20 million lower than November.  Changes
include:

C $13 million in savings for nursing facility and ICF/MR services due to slower
growth in service costs;

C $8 million in MA savings due to lower costs for expanding the Elderly Waiver;
C $24 million in continued savings for basic health care for non-MFIP families due

to lower caseload projections;
C $17 million in higher average costs for non-MFIP families;
C $8 million in new basic care spending due to anticipated use of MA for school-

based services for children in special education programs;

Spending for General Assistance Medical Care (GAMC) is estimated to fall by $26
million.  The change is driven by a $23 million adjustment for lower caseload
projections for families receiving General Assistance benefits.  Other adjustments to
health care spending net to a $4 million increase since November.

Family Support Costs Decline 

Family support spending in the F.Y. 2000-01 biennium is forecast to be $9 million
lower than in November.  Lower projected costs for Minnesota Supplemental Aid ($5
million) and child care assistance ($9 million ) is partially offset by higher MFIP costs
($5 million) due to reduced projections of child support collections.  The lower
estimated spending for child care assistance programs is due to projected declines in
MFIP caseloads.  

Debt Service Savings Reflect Change in Cash Flow Assumptions

Projected F.Y. 2000-01 debt service has been reduced by $20 million from November
planning estimates.  Debt service obligations are forecast based upon the  planned sale
of general obligation bonds to meet the cash flow needs of current bond authorizations
and future capital budgets.   The decrease is mainly the result of revised cash flow
assumptions for forecast bond sales.  The forecast continues to assume $500 million in
new bond authorizations in even-numbered years and $30 million in odd-numbered
years.
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Minor Changes Only in All Other Spending

The remaining changes to the F.Y. 2000-01 spending estimates have only a slight
impact on spending totals.  Post-secondary education spending is essentially
unchanged.  Property tax aids and credits estimates increase by $5 million over
November, primarily due to revised calculations of the cost of the education homestead
credit enacted in 1997.  Other major local assistance spending is now projected to be $5
million higher because of increased group residential housing costs and a $1 million
increase in the estimates for the ethanol development subsidy.

Total spending for state institutions, the legislative, judicial, and constitutional officers,
and state agencies is now forecast $4 million below the November 1997 estimates for
the biennium.  Savings of $8 million from higher forecast federal reimbursements  for
Department of Human Services programs (which offset some agency spending) and
other changes are partially offset by a $7 million increase in projected tax refund
interest.
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ALTERNATIVE FORECAST COMPARISON

Real GDP (Annual Rates)
97III 97IV 98I 98II 98III 98IV 96A 97A 98A 99A

DRI Control

(2-98) 3.1 4.3 2.7 2.3 0.9 1.7 2.8 3.8 2.7 1.4

Goldman-Sachs 3.1 4.3 2.5 1.5 3.2 2.8 2.8 3.8 2.9 3.0
(2-98)

Blue Chip 3.1 4.3 2.3 2.1 2.0 2.2 2.8 3.8 2.6 2.2
(2-98)

American Express (IDS) 3.1 4.3 3.2 3.0 2.6 2.2 3.3* 3.9* 2.8* 2.6
(2-98)

Merrill-Lynch 3.1 4.3 1.8 1.7 2.1 2.7 2.8 3.8 2.6 2.5
(2-98)

* 4Q/4Q

GDP Deflator (Chain-Weighted, Annual Rates)
97III 97IV 98I 98II 98III 98IV 96A 97A 98A 99A

DRI Control

(2-98) 1.4 1.5 1.6 2.1 1.9 1.8 2.3 2.0 1.7 1.9

Goldman-Sachs 1.4 1.5 1.7 1.8 1.6 1.9 2.3 2.0 1.7 1.9
(2-98)

Blue Chip 1.4 1.5 1.9 1.9 2.0 2.1 2.3 2.0 1.9 2.3
(2-98)

American Express (IDS) 1.4 1.5 1.8 2.0 2.3 2.4 2.3* 1.8* 2.1* 2.9
(2-98)

Merrill-Lynch 1.4 1.5 0.7 1.8 1.1 1.8 2.3 2.0 1.3 1.6
(2-98)

* 4Q/4Q
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FORECAST COMPARISONS

Real Economic Growth
(Annual Percent Change in Real GDP)

1996 1997 1998 1999 2000 2001

Feb 94 DRI Control 2.1 3.3

Nov 94 DRI Control 2.1 3.0 1.8(1) 1.8(1) 1.8(1) 1.8(1)

Feb 95 DRI Control 1.7 3.0 1.7(1) 1.7(1) 1.7(1) 1.7(1)

Nov 95 DRI Control 2.1 2.8 1.7(2) 1.7(2) 1.7(2) 1.7(2)

Feb 96 DRI Control 2.1 2.8 1.7(2) 1.7(2) 1.7(2) 1.7(2)

Nov 96 DRI Control 2.4 2.4 2.4 2.0 1.6(3) 1.6(3)

Feb 97 DRI Control 2.5 2.9 2.1 2.1 1.6(3) 1.6(3)

Nov 97 DRI Control 2.8 3.8 2.3 2.0 2.5 1.7(4)

Feb 98 DRI Control 2.8 3.8 2.7 1.4 2.4 1.7(4)

Inflation
(Annual Percent Change in Implicit GDP Deflator - 1992 = 100)

Feb 94 DRI Control 2.6 2.4

Nov 94 DRI Control 2.7 2.8 3.7(3) 3.7(3) 3.7(3) 3.7(3)

Feb 95 DRI Control 2.4 2.3 3.2(3) 3.2(3) 3.2(3) 3.2(3)

Nov 95 DRI Control 2.0 1.9 2.1(4) 2.4(4) 2.1(4) 2.4(4)

Feb 96 DRI Control 1.9 1.7 2.1(5) 2.4(5) 2.1(5) 2.4(5)

Nov 96 DRI Control 2.1 2.4 2.3 2.4 2.6 2.8

Feb 97 DRI Control 2.0 1.9 2.3 2.5 2.7 2.9

Nov 97 DRI Control 2.3 2.1 2.0 2.1 2.3 2.3

Feb 98 DRI Control 2.3 2.0 1.7 1.9 2.2 2.1

(1) Long-term trend from DRI Cyclelong, Summer 1994 and Winter 1994/95.
(2) Long-term trend from DRI Cyclelong, Summer 1995.
(3) Long-term trend from DRI Cyclelong, Summer 1996.
(4) Long-term trend from DRI Cyclelong, Summer 1997.
(5) Summer 1994 Trendlong Forecast.
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MINNESOTA - U.S. COMPARISON REPORT

Annual Percent Changes

February 1998 Control

1992 1993 1994 1995 1996 1997 1998 1999

Wage and Salary Income

United States 5.6 3.5 4.9 5.8 5.9 6.7 6.3 3.9

Minnesota 7.8 4.0 5.8 6.4 7.8 6.4 6.1 3.8

Implied Annual Wage

United States 5.3 1.5 1.8 3.1 3.8 4.3 3.7 3.0

Minnesota 5.4 1.3 2.7 3.4 5.5 4.1 4.0 2.8

Non-Farm Employment

United States 0.3 1.9 3.1 2.7 2.0 2.3 2.5 0.9

Minnesota 2.3 2.7 3.0 2.9 2.2 2.2 2.0 1.0

Personal Income

United States 5.9 4.6 4.9 6.2 5.6 5.9 5.3 3.9

Minnesota 7.6 3.2 7.2 5.9 7.7 5.7 4.8 3.7
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Comparison of Actual and Estimated Non-Restricted Revenues

Fiscal Year-To-Date, Through January, 1998
($ in thousands)

               

Forecast Actual Variance
Revenues Revenues Act-Fcst

Individual Income Tax
    Withholding 2,401,895 2,448,027 46,132
    Declarations 520,362 519,012 (1,349)
    Miscellaneous 89,800 84,420 (5,380)
    Gross 3,012,056 3,051,459 39,403
    Refunds 39,900 46,599 6,699
    Net 2,972,156 3,004,860 32,704

Corporate & Bank Excise 
    Declarations 386,189 403,512 17,323
    Miscellaneous 51,245 51,657 412
    Gross 437,434 455,169 17,735
    Refunds 62,986 57,632 (5,354)
    Net 374,449 397,537 23,089

Sales Tax
    Gross 1,908,121 1,928,747 20,626
    Refunds 64,660 63,100 (1,560)
    Net 1,843,462 1,865,647 22,185

Motor Vehicle Excise 236,267 248,484 12,217

Other Revenues
    Inherit/Gift/Estate 23,690 24,102 412
    Liquor/Wine/Beer 31,352 31,162 (190)
    Cigarette & Tobacco 91,250 92,134 884
    Deed & Mortgage 67,174 69,119 1,945
    Insurance Gross Earnings 59,142 48,503 (10,639)
    Lawful Gambling 32,081 32,499 418
    Health Care Surcharge 66,137 65,566 (571)
    Other Taxes 743 600 (143)
    General Fund RTC Revenues 20,591 22,228 1,636
    Income Tax Reciprocity 37,923 37,872 (51)
    Investment Income 58,033 83,098 25,065
   Other and Unallocated 37,980 55,330 17,350

Other Subtotal 526,096 562,213 36,116
Other Refunds 12,774 10,079 (2,694)
Other Net 513,323 552,134 38,811

TOTAL GROSS 6,119,975 6,246,072 126,097
TOTAL REFUNDS 180,319 177,410 (2,909)
TOTAL NET 5,939,656 6,068,661 129,005
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FACTORS AFFECTING THE INDIVIDUAL INCOME TAX
(Dollars in Billions)

Calendar Year

 1994  1995  1996  1997  1998  1999 
Minnesota Non-Farm Tax Base

February 1994 Control 83.460 87.098
November 1994 Control 84.722 88.266 91.982 96.902
February 1995 Control 84.733 88.744 91.190 96.611
November 1995 Control 85.120 90.170 94.160 97.766
February 1996 Control 85.120 90.490 94.170 97.880
November 1996 Control 84.720 90.720 95.750 100.570 105.170 109.960
February 1997 Control 84.720 90.750 96.410 101.500 106.270 111.140
November 1997 Control 87.310 93.360 100.450 106.250 111.700 116.240
February 1998 Control 87.310 93.360 100.450 107.250 113.040 116.960

Minnesota Wage and Salary Income

February 1994 Control 61.883 64.403
November 1994 Control 62.562 65.234 68.004 71.395
February 1995 Control 62.649 65.641 68.310 71.447
November 1995 Control 62.844 66.389 69.518 72.278
February 1996 Control 62.844 66.739 69.754 72.680
November 1996 Control 62.737 67.004 71.244 74.966 78.407 82.127
February 1997 Control 62.737 67.004 71.712 75.572 79.203 82.961
November 1997 Control 62.899 66.926 72.146 76.118 80.099 83.793
February 1998 Control 62.899 66.926 72.146 76.773 81.433 84.502

Minnesota Property Income

February 1994 Control 15.027 15.958
November 1994 Control 15.442 16.219 16.961 18.013
February 1995 Control 15.400 16.315 16.985 17.933
November 1995 Control 15.428 16.679 17.408 17.994
February 1996 Control 15.428 16.653 17.077 17.604
November 1996 Control 15.245 16.678 17.084 17.987 18.925 19.740
February 1997 Control 15.245 16.678 17.212 18.133 19.011 19.782
November 1997 Control 17.948 19.547 21.053 22.300 23.196 23.623
February 1998 Control 17.948 19.547 21.053 22.265 23.112 23.606

Minnesota Proprietors' Income

February 1994 Control  6.550  6.737
November 1994 Control 6.718 6.813 7.016 7.494
February 1995 Control 6.831 6.787 6.895 7.232
November 1995 Control 6.845 7.103 7.238 7.490
February 1996 Control 6.845 7.098 7.337 7.597
November 1996 Control 6.741 7.071 7.422 7.617 7.834 8.099
February 1997 Control 6.741 7.071 7.489 7.798 8.056 8.401
November 1997 Control 6.468 6.885 7.251 7.833 8.400 8.821
February 1998 Control 6.468 6.885 7.251 8.017 8.500 8.855
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FACTORS AFFECTING SALES, CORPORATE INCOME
AND MOTOR VEHICLE EXCISE TAXES

(Dollars in Billions)

Fiscal Year

 1994  1995  1996  1997  1998  1999 
SALES TAX

Minnesota's Proxy Share of U.S. Consumer Durable Spending (Excluding Autos) 

February 1994 Control  6.672 6.934
November 1994 Control 6.677 7.192 7.236 7.577
February 1995 Control 6.675 7.273 7.308 7.558
November 1995 Control 6.673 7.378 7.764 8.031
February 1996 Control 6.673 7.378 7.729 8.151
November 1996 Control* 6.587 7.286 7.758 8.233 8.601 8.948
February 1997 Control 6.587 7.286 7.758 8.233 8.705 9.026
November 1997 Control 6.766 7.394 7.802 8.334 8.911 9.430
February 1998 Control 6.698 7.341 7.767 8.291 8.802 9.226

Minnesota's Proxy Share of U.S. Capital Equipment Spending

February 1994 Control  9.265 9.794
November 1994 Control 6.754 7.450 7.665 7.702
February 1995 Control 6.755 7.683 8.029 7.935
November 1995 Control 6.744 7.866 8.613 8.763
February 1996 Control 6.744 7.857 8.679 8.971
November 1996 Control 6.403 7.301 8.069 8.757 9.316 9.900 
February 1997 Control 6.403 7.301 8.066 8.777 9.503 10.154
November 1997 Control 6.342 7.011 7.707 8.511 9.461 10.148
February 1998 Control 6.342 7.024 7.744 8.518 9.344 10.038

Minnesota's Proxy Share of U.S. Construction Spending

February 1994 Control 9.960 10.420  
November 1994 Control 4.680 4.770 4.813 4.973
February 1995 Control 4.680 4.791 4.941 4.974
November 1995 Control 4.511 4.641 4.830 5.024
February 1996 Control 4.511 4.645 4.855 4.916
November 1996 Control 4.525 4.759 4.966 5.105 5.243 5.356
February 1997 Control 4.525 4.759 4.966 5.170 5.290 5.344
November 1997 Control 4.501 4.735 5.015 5.436 5.752 6.018
February 1998 Control 4.506 4.746 5.027 5.435 5.810 6.066

* Reflects data revision.
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FACTORS AFFECTING SALES, CORPORATE INCOME
AND MOTOR VEHICLE EXCISE TAXES

(Dollars in Billions)

Fiscal Year

 1994  1995  1996  1997  1998  1999 
SALES TAX (Cont.)

Minnesota Non-Farm Personal Income 

February 1994 Control 96.070 102.000
November 1994 Control 97.810 102.120 106.48 111.74
February 1995 Control 97.680 102.430 106.84 111.63
November 1995 Control 97.640 104.500 108.91 113.59
February 1996 Control 97.640 104.340 109.15 113.74
November 1996 Control 97.140 104.120 110.87 115.94 121.93 127.60
February 1997 Control 97.140 104.120 110.85 117.14 121.03 128.57
November 1997 Control 100.620 107.180 113.98 121.14 127.68 133.13
February 1998 Control 100.690 107.802 114.53 121.70 128.73 133.98

MOTOR VEHICLE EXCISE TAX

Minnesota's Proxy Share of U.S. Consumption of Motor Vehicle and Parts

February 1994 Control 5.103 5.488
November 1994 Control 4.929 5.320 5.322 5.491
February 1995 Control 4.929 5.320 5.322 5.491
November 1995 Control 4.948 5.264 5.479 5.560
February 1996 Control 4.948 5.161 5.324 5.357
November 1996 Control 4.948 5.149 5.310 5.381 5.582 5.806
February 1997 Control 4.948 5.149 5.310 5.290 5.404 5.625
November 1997 Control* 4.603 4.842 5.132 5.123 5.191 5.339
February 1998 Control 4.603 4.842 5.132 5.128 5.293 5.392

CORPORATE INCOME TAX
(Calendar Year)

U.S. Corporation Profits

February 1994 Control 439.9 471.1
November 1994 Control 428.5 476.3 465.3 491.6
February 1995 Control 425.6 480.2 460.8 467.7
November 1995 Control 425.6 475.9 477.4 476.7
February 1996 Control 432.0 476.2 472.5 476.6
November 1996 Control* 491.0 576.8 624.6 618.2 642.6 671.4
February 1997 Control 491.0 576.8 624.6 645.3 659.6 677.8
November 1997 Control 535.1 622.6 676.6 723.9 737.4 762.6
February 1998 Control 535.1 622.6 676.6 735.4 756.3 754.3

* Change in definition



Minnesota Financial Report February 1998

53

F.Y. 1998-99 General Fund Budget
February 1998 Forecast

($ in Thousands)

Biennial       
F.Y. 1998  F.Y. 1999  Total         

        
Actual & Estimated Resources:
 Balance Forward From Prior Year 1,994,720 2,242,200 1,994,720

  Current Resources:
     Net Non-Dedicated Revenue
     Individual Income Tax 4,531,400 5,183,500 9,714,900
     Sales Tax 3,215,900 3,385,600 6,601,500
     Corporate Income Tax 781,000 770,100 1,551,100
     Motor Vehicle Excise 417,800 398,200 816,000
     Other Non-Dedicated Revenue 996,603 972,805 1,969,408
   Subtotal Net Non-Ded. Rev. 9,942,703 10,710,205 20,652,908

   Dedicated Revenue 154,823 139,255 294,078
   Transfers In 264,190 239,239 503,429
   Prior Year Adjustments 10,100 10,100 20,200

Subtotal-Current Resources 10,371,816 11,098,799 21,470,615

Total Resources Available 12,366,536 13,340,999 23,465,335

Actual & Estimated Spending by Function:
  Education / Children & Families 3,346,373 3,481,633 6,828,006
    Property Tax Recognition 18,700 0 18,700
  Post-Secondary Education 1,185,622 1,192,355 2,377,977
  Property Tax Aids & Credits 1,211,638 1,378,229 2,589,867
  Other Major Local Assistance 497,086 488,307 985,393
  Health Care 1,568,194 1,712,804 3,280,998
  Family Support 264,596 275,525 540,121
  State Operated Institutions 442,611 449,058 891,669
  Legisl., Judicial, Const. Officers 257,613 227,562 485,175
  State Agencies' Ops. & Grants 927,003 805,425 1,732,428
  Debt Service 255,077 319,638 574,715
  Estimated Cancellations (5,000) (15,000) (20,000)

   Subtotal-Major Spending Categories 9,969,513 10,315,536 20,285,049

Dedicated Expenditures 154,823 139,255 294,078

Total Expenditures & Transfers 10,124,336 10,454,791 20,579,127

Balance Before Reserves 2,242,200 2,886,208 2,886,208

Cash Flow Account 350,000 350,000 350,000
Budget Reserve 522,000 522,000 522,000
Property Tax Account 830,000 872,000 872,000
Decicated Reserves 96,669 97,248 97,248

Budgetary Balance 443,531 1,044,960 1,044,960
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F.Y. 1998-99 Comparison
February 1998 Forecast vs November 1997 Forecast

($ in Thousands)

11-97
Forecast

F.Y.1998-99 

2-98 Forecast
F.Y. 1998-99 $ Difference % Change

Actual & Estimated Resources
Balance Forward From Prior Year 1,994,720 1,994,720 0 0.0%

Current Resources:
 Net Non-Dedicated Revenue
    Individual Income Tax 9,398,100 9,714,900 316,800 3.4%
    Sales Tax 6,546,700 6,601,500 54,800 0.8%
    Corporate Income Tax 1,508,600 1,551,100 42,500 2.8%
    Motor Vehicle Excise 797,400 816,000 18,600 2.3%
    Other Non-Dedicated Revenue 1,892,699 1,969,408 76,709 4.1%

Subtotal Net Non-Dedic Revenue 20,143,499 20,652,908 509,409 2.5%

Dedicated Revenue 294,078 294,078 0 0.0%
Transfers In 505,848 503,429 (2,419) -0.5%
Prior Year Adjustments 20,200 20,200 0 0.0%

Subtotal-Current Resources 20,963,625 21,470,615 506,990 2.4%

Total Resources Available 22,958,345 23,465,335 506,990 2.2%

Actual & Estimated Spending by Function
Education / Children & Families 6,853,466 6,828,006 (25,460) -0.4%
   Property Tax Recognition 18,700 18,700 0 0.0%
Post-Secondary Education 2,377,227 2,377,977 750 0.0%
Property Tax Aids & Credits 2,590,140 2,589,867 (273) -0.0%
Other Major Local Assistance        980,282 985,393 5,111 0.5%
Health Care 3,334,774 3,280,998 (53,776) -1.6%
Family Support 552,552 540,121 (12,431) -2.2%
State Operated Institutions 891,669 891,669 0 0.0%
Legisl., Judicial, Const. Officers 484,175 485,175 1,000 0.2%
State Agencies' Operations & Grants 1,731,034 1,732,428 1,394 0.1%
Debt Service 580,977 574,715 (6,262) -1.1%
Estimated Cancellations (20,000) (20,000) 0 0.0%

    Subtotal-Major Spending Categories 20,374,996 20,285,049 (89,947) -0.4%

Dedicated Expenditures 294,078 294,078 0 0.0%

Total Expenditures & Transfers 20,669,074 20,579,127 (89,947) -0.4%

Balance Before Reserves 2,289,271 2,886,208 596,937

Cash Flow Account 350,000 350,000 0
Budget Reserve 522,000 522,000 0
Property Tax Account 872,000 872,000 0
Dedicated Reserves 92,695 97,248 4,553

Budgetary Balance 452,576 1,044,960 592,384
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F.Y. 1996 - F.Y. 2001 General Fund Budget
February 1998 Planning Estimates

($ in Thousands)

Closing 2-98 Fcst 2-98 Plng Est
F.Y. 1996-97 F.Y. 1998-99 F.Y. 2000-01

        
Actual & Estimated Resources:
 Balance Forward From Prior Year 1,020,499 1,994,720 2,886,208

  Current Resources:
   Net Non-Dedicated Revenue
     Individual Income Tax 8,903,722 9,714,900 11,060,600
     Sales Tax 5,914,014 6,601,500 7,191,900
     Corporate Income Tax 1,382,633 1,551,100 1,602,000
     Motor Vehicle Excise 782,970 816,000 824,700
     Other Non-Dedicated Revenue 1,842,349 1,969,408 1,811,659
   Subtotal Net Non-Ded. Rev. 18,825,688 20,652,908 22,490,859

   Dedicated Revenue 276,505 294,078 278,510
   Transfers In 483,104 503,429 458,989
   Prior Year Adjustments 18,022 20,200 20,200

Subtotal-Current Resources 19,603,319 21,470,615 23,248,558

Total Resources Available 20,623,818 23,465,335 26,134,766

Actual & Estimated Spending by Function:
  Education /Children & Families 6,197,536 6,828,006 7,403,475
    Property Tax Recognition 494,832 18,700 0
    School Payment Change (90/10) (156,423) 0 0
  Post-Secondary Education 2,140,028 2,377,977 2,403,014
  Property Tax Aids & Credits 2,420,701 2,589,867 2,895,245
  Other Major Local Assistance 817,190 985,393 1,049,653
  Health Care 2,845,533 3,280,998 3,933,257
  Family Support 499,725 540,121 564,057
  State Operated Institutions 826,983 891,669 954,536
  Legisl., Judicial, Const. Officers 468,567 485,175 522,843
  State Agencies' Operations & Grants 1,425,075 1,732,428 1,614,792
  Debt Service 439,415 574,715 587,286
  Estimated Cancellations 0 (20,000) (20,000)
   Subtotal-Major Spending Categories 18,419,162 20,285,049 21,908,159

Dedicated Expenditures 209,936 294,078 278,510

Total Expenditures & Transfers 18,629,098 20,579,127 22,186,669

Balance Before Reserves 1,994,720 2,886,208 3,948,097

Cash Flow Account 350,000 350,000 350,000
Budget Reserve 233,500 522,000 522,000
Property Tax Account 0 872,000 872,000
School Aid Reserve 113,800 0 0
Dedicated Reserves 92,695 97,248 67,460
Appropriations Carried Forward 37,669 N/A N/A

Budgetary Balance 1,167,056 1,044,960 2,136,637
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Comparison: Planning Estimates vs Forecast
February 1998 Forecast

($ in Thousands)

2-98 Fcst
F.Y.1998-99

2-98 Plng Est
F.Y. 2000-01 $ Difference % Change

Actual & Estimated Resources
Balance Forward From Prior Year 1,994,720 2,886,208 891,488 44.7%

Current Resources:
 Net Non-Dedicated Revenue
    Individual Income Tax 9,714,900 11,060,600 1,345,700 13.9%
    Sales Tax 6,601,500 7,191,900 590,400 8.9%
    Corporate Income Tax 1,551,100 1,602,000 50,900 3.3%
    Motor Vehicle Excise 816,000 824,700 8,700 1.1%
    Other Non-Dedicated Revenue 1,969,408 1,811,659 (157,749) -8.0%
    Subtotal Net Non-Dedic Revenue 20,652,908 22,490,859 1,837,951 8.9%

Dedicated Revenue 294,078 278,510 (15,568) -5.3%
Transfers In 503,429 458,989 (44,440) -8.8%
Prior Year Adjustments 20,200 20,200 0 0.0%

Subtotal-Current Resources 21,470,615 23,248,558 1,777,943 8.3%

Total Resources Available 23,465,335 26,134,766 2,669,431 11.4%

Actual & Estimated Spending by Function
Education / Children & Families 6,828,006 7,403,475 575,469 8.4%
   Property Tax Recognition 18,700 0 (18,700) -100.0%
Post-Secondary Education 2,377,977 2,403,014 25,037 1.1%
Property Tax Aids & Credits 2,589,867 2,895,245 305,378 11.8%
Other Major Local Assistance 985,393 1,049,653 64,260 6.5%
Health Care 3,280,998 3,933,257 652,259 19.9%
Family Support 540,121 564,057 23,936 4.4%
State Operated Institutions 891,669 954,536 62,867 7.1%
Legisl., Judicial, Const. Officers 485,175 522,843 37,668 7.8%
State Agencies' Operations & Grants 1,732,428 1,614,792 (117,636) -6.8%
Debt Service 574,715 587,286 12,571 2.2%
Estimated Cancellations (20,000) (20,000) 0 0.0%
    Subtotal-Major Spending Categories 20,285,049 21,908,159 1,623,110 8.0%

Dedicated Expenditures 294,078 278,510 (15,568) -5.3%

Total Expenditures & Transfers 20,579,127 22,186,669 1,607,542 7.8%

Balance Before Reserves 2,886,208 3,948,097 1,061,889

Cash Flow Account 350,000 350,000 0
Budget Reserve 522,000 522,000 0
Property Tax Account 872,000 872,000 0
Dedicated Reserves 97,248 67,460 (29,788)

Budgetary Balance 1,044,960 2,136,637 1,091,677
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F.Y. 2000-01 Base, Inflation, Planning Estimates
February 1998 Forecast

($ in Thousands)

Base Inflation Total
F.Y. 2000-01 F.Y. 2000-01 Planning Est

        
Actual & Estimated Resources:
 Balance Forward From Prior Year 2,886,208 0 2,886,208

  Current Resources:
   Net Non-Dedicated Revenue
     Individual Income Tax 11,060,600 0 11,060,600
     Sales Tax 7,191,900 0 7,191,900
     Corporate Income Tax 1,602,000 0 1,602,000
     Motor Vehicle Excise 824,700 0 824,700
     Other Non-Dedicated Revenue 1,811,659 0 1,811,659
   Subtotal Net Non-Ded. Rev. 22,490,859 0 22,490,859

   Dedicated Revenue 278,510 0 278,510
   Transfers In 458,989 0 458,989
   Prior Year Adjustments 20,200 0 20,200

Subtotal-Current Resources 23,248,558 0 23,248,558

Total Resources Available 26,134,766 0 26,134,766

Actual & Estimated Spending by Function:
  Education /Children & Families 7,133,707 269,768 7,403,475
  Post-Secondary Education 2,315,461 87,553 2,403,014
  Property Tax Aids & Credits 2,788,644 106,601 2,895,245
  Other Major Local Assistance 1,011,355 38,298 1,049,653
  Health Care 3,788,952 144,305 3,933,257
  Family Support 543,456 20,601 564,057
  State Operated Institutions 919,680 34,856 954,536
  Legisl., Judicial, Const. Officers 503,793 19,050 522,843
  State Agencies' Operations & Grants 1,557,194 57,598 1,614,792
  Debt Service 587,286 0 587,286
  Estimated Cancellations (20,000) 0 (20,000)
   Subtotal-Major Spending Categories 21,129,528 778,631 21,908,159

Dedicated Expenditures 278,510 0 278,510

Total Expenditures & Transfers 21,408,038 778,631 22,186,669

Balance Before Reserves 4,726,728 (778,631) 3,948,097

Cash Flow Account 350,000 0 350,000
Budget Reserve 522,000 0 522,000
Property Tax Account 872,000 0 872,000
Dedicated Reserves 67,460 0 67,460

Budgetary Balance 2,915,268 (778,631) 2,136,637
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F.Y. 2000-01 Planning Estimate Comparison
February 1998 Forecast vs November 1997 Forecast

($ in Thousands)

11-97 Plng Est
F.Y. 2000-01

2-98 Plng Est
F.Y. 2000-01 $ Difference % Change

Actual & Estimated Resources
Balance Forward From Prior Year 2,289,271 2,886,208 596,937 26.1%

Current Resources:
 Net Non-Dedicated Revenue
    Individual Income Tax 10,855,000 11,060,600 205,600 1.9%
    Sales Tax 7,163,300 7,191,900 28,600 0.4%
    Corporate Income Tax 1,602,500 1,602,000 (500) -0.0%
    Motor Vehicle Excise 817,700 824,700 7,000 0.9%
    Other Non-Dedicated Revenue 1,809,052 1,811,659 2,607 0.1%
    Subtotal Net Non-Dedic Revenue 22,247,552 22,490,859 243,307 1.1%

Dedicated Revenue 278,510 278,510 0 0.0%
Transfers In 473,617 458,989 (14,628) -3.1%
Prior Year Adjustments 20,200 20,200 0 0.0%

Subtotal-Current Resources 23,019,879 23,248,558 228,679 1.0%

Total Resources Available 25,309,150 26,134,766 825,616 3.3%

Actual & Estimated Spending by Function
Education / Children & Families 7,375,534 7,403,475 27,941 0.4%
Post-Secondary Education 2,402,235 2,403,014 778 0.0%
Property Tax Aids & Credits 2,890,087 2,895,245 5,159 0.2%
Other Major Local Assistance 1,044,317 1,049,653 5,336 0.5%
Health Care 3,972,131 3,933,257 (38,874) -1.0%
Family Support 573,398 564,057 (9,341) -1.6%
State Operated Institutions 954,536 954,536 0 0.0%
Legisl., Judicial, Const. Officers 522,843 522,843 0 0.0%
State Agencies' Operations & Grants 1,618,593 1,614,792 (3,800) -0.2%
Debt Service 607,618 587,286 (20,332) -3.3%
Estimated Cancellations (20,000) (20,000) 0 0.0%
    Subtotal-Major Spending Categories 21,941,291 21,908,159 (33,132) -0.2%

Dedicated Expenditures 278,510 278,510 0 0.0%

Total Expenditures & Transfers 22,219,801 22,186,669 (33,132) -0.1%

Balance Before Reserves 3,089,349 3,948,097 858,748

Cash Flow Account 350,000 350,000 0
Budget Reserve 522,000 522,000 0
Property Tax Account 872,000 872,000 0
Dedicated Reserves 61,355 67,460 6,105

Budgetary Balance 1,283,994 2,136,637 852,643




