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Occtober 22010 

State RRevenuees Exceeed Foreccast by $55 Milllion in 11st 
Quuarter, BBiennial Shortfaall Falls to $22 MMillion 

Nett non-dedicaated general fund revenuues totaled $ 3.412 billionn during thee first quarte r of fiscal 
20111, $55 mil lion (1.6 peercent) moree than foreccast after addjusting forr action by the 2010 
Leggislature. Geeneral fund rrevenues for the recentlyy completed 22010 fiscal yyear are noww reported 
to bbe $14.171 billion, $77 million lesss than proje cted, but $222 million mmore than prreliminary 
estiimates reporrted in July’ss Economic Update. Thee most recennt quarter’s ssmall positivve revenue 
varriance when combined wwith fiscal 22010’s slighhtly larger nnegative varriance leavess biennial 
revenues $22 mmillion beloww forecast. 

Summmary of RRevenues 
(July – Septemmber, 2010)) 

Estimaate Acctual VVariance Percent 
----------------- ($ in mmillions) -----------------

Incomee $1,7155  $11,715 — — 
Sales Tax 1,0366 11,069 33 3.2 
Corporate 2399 255 16 6.7 
Motor Vehicle 88 8 — — 
Other 3599 365 6 1.7 
Total $3,3577  $33,412 $55 1.6 

Varriances for iindividual taax types were small andd within norrmal rangess. (See page 4) Gross 
salees tax receiipts exceedeed forecast by $34 miillion, but tthat variancce may overrstate the 
impprovement frfrom forecas t. A portionn of the addiitional revennues observeed may simpply reflect 
timming differences, not stro nger than foorecast growtth in taxablee sales. 

Thee very smalll, $83,000,  individual income taxx variance resulted froom somewhhat larger, 
offssetting differrences between actual and estimatedd receipts inn the componnents of the tax, not a 
uniformly accuurate forecasst. Individuaal withholdiing receipts were $68 million (4.88 percent) 
more than foreecast. Refundds also exceeeded forecaast, while inddividual estiimated paymments and 
finaal paymentss were less than projectted. The varriances in ffinal paymennts and refuunds have 
redduced projectted 2009 inccome tax liabbility by an aadditional $222 million too a total of mmore than 
$2110 million. TThat reductioon in tax yeaar 2009 liabiility will affefect future reevenue foreccasts since 
it loowers the baase from whhich all futurre income taxx estimates are made, inncluding thoose for tax 
yeaars 2012 and 2013. 
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Econommic Updatee October 22010 

The Greeat Recession Is Officially Over, Buut the Jobs Outlook Reemains Grimm 

The NNational Buureau of Ecoonomic Reseearch has mmade it officiial. The Greeat Recessioon 
camee to an end in June, 20099. Lasting 18 months thhe 2007-09 rrecession waas the longe st 
since  World Warr II. It was aalso the deeepest, with reeal GDP fallling by 4.5 percent fromm 
peak to trough. Payroll empployment fe ll by 8.4 mmillion betweeen Decembber 2007 annd 
December 2009, and althouugh the natiional jobs ccount has grrown since then, 2010’s 
averaage job growwth of less thhan 70,000 pper month is well below what is requuired for U.SS. 
empl oyment to quuickly returnn to pre-receession levels. 

Mostt forecasterss--including Global Insiight Inc. (GGII), Minnessota’s nationnal economiic 
consuultant—expeect the recovvery path too continue tto be long aand slow. GGII’s Octobeer 
baselline scenarioo calls for re al GDP to ggrow at an annnual rate off 2.6 percennt in 2010 annd 
2.2 percent in 20 11. In Februuary real growth rates off 3.0 and 2.88 were anticipated. Globaal 
Insighht’s baselinee is slightly less optimistic than the Blue Chip CConsensus foforecast of 2..7 
perceent growth inn 2010 and 22.5 percent in 2011 but ddifferences aare relativelyy small. GII ’s 
outlook for the reest of the forrecast horizoon has also bbeen pared ddown. Octobber’s baselinne 
calls for real groowth rates oof 3.0 and 2.7 percentt in 2012 annd 2013 resspectively. IIn 
Februuary growth rates of 3.7 percent and 3.2 percent were expectted. The GIII forecast alsso 
anticiipates emplooyment growwth to be sloow, with U.SS. employmeent remaininng below pree-
recession levels uuntil mid-20013. Neither Global Insigght nor the BBlue Chip CConsensus seee 
inflattion as a thr eat. In the bbaseline CPI  is projectedd to increasee at an annuual rate of 1..6 
perceent in both 20010 and 2011. 
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Octobeer 2010 Econnomic Upddate 

Like most forecaasters Globall Insight conntinues to be lieve that whhile a second recession is 
possiible in 20111, the most likely resuult is continnued sub-parr economic growth. GIII 
assignns a 25 perccent probabiility to their pessimistic scenario whhich includees a recessioon 
beginnning at the end of 20100 and extendding into 20011. A moree optimistic scenario witth 
econoomic growthh averaging nnearly 4 perccent in 2011 is given a pprobability of 15 percentt. 

Minnesoota Has Addded 45,000 JJobs Since SSeptember 22009 

Job loosses were ssevere in Miinnesota during the Greaat Recessionn but conditions appear tto 
have moderated more quicklly here thann in most otther parts off the nation.. Minnesota’s 
recovvery also apppears, to thiss point at least, to be a little strongeer. While it will be somme 
time before we aapproach the employmennt levels seenn at the pre--recession hiighs, monthlly 
empl oyment nummbers have shhown year-oover-year groowth since JJune. Payrolll employmennt 
in thhe state is now a disaappointing 33.9 percent below its pre-recessioon level, buut 
nationnally, payroll employmeent has fallenn even moree, down 5.5 percent fromm its previouus 
high. Most sectoors in Minneesota have loost a slightlyy smaller peercentage off employmennt 
than their nationnal counterparts, althouggh through August connstruction emmployment is 
downn nearly 30 percent aboout 5 percennt more thann the U.S. tootal. State mmanufacturinng 
empl oyment is ddown about 11.5 percentt while its UU.S. counterrpart is 15 ppercent beloww 
pre-reecession levvels. The hhealth and eeducation seector was tthe only poortion of thhe 
econoomy to add jobs during the recessioon. In Minneesota employyment in thaat sector greww 
by 7.44 percent; naationally it ggrew by 5.6 ppercent. 
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Economic Update October 2010 

COMPARISON OF ACTUAL AND ESTIMATED 
NON-RESTRICTED REVENUES

 ($ IN THOUSANDS) 
September YTD , 2010 -FY2011 June, 2010 - FY 2010 close 

FORECAST ACTUAL VARIANCE  FORECAST ACTUAL VARIANCE 
REVENUES REVENUES ACT-FCST REVENUES REVENUES ACT-FCST 

Individual Income Tax 
Withholding $1,408,685 $1,476,495  $67,810 $5,905,500  $5,915,997  $10,497 
Declarations 262,140  216,231  (45,909) 1,163,595 1,108,135  (55,460) 
Miscellaneous 80,241  64,662  (15,579) 887,106  832,261  (54,845) 
Gross 1,751,066  1,757,389  6,322 7,956,200  7,856,393  (99,807) 
Refund 35,863  42,267  6,405 1,236,180  1,325,435  89,255 
Net $1,715,204  $1,715,121  ($83) $6,720,020  $6,530,958  ($189,062) 

Corporate & Bank Excise 
Declarations $208,225  $200,652  ($7,573) $755,575  $726,815  ($28,761) 
Miscellaneous 31,418  54,456  23,038 127,224  164,386  37,162 
Gross 239,643  255,109  15,466 882,800  891,201  8,401 
Refund 595 272 (323) 251,500  227,696  (23,804) 
Net 239,048  254,837  15,789 631,300  663,505  32,205 

Sales Tax 
Gross 1,038,472 1,072,772  34,300 4,411,025  4,388,628  (22,396) 
Refunds 2,800 3,900 1,100 256,191  211,281  (44,910) 
Net 1,035,672  1,068,872  33,199 4,154,834  4,177,347  22,513 

Motor Vehicle Sales Tax 8,181 7,816 (365) 73,515 74,120 605 

Other Revenues: 
Estate $35,000  $35,383  $383 $137,000  $151,849  $14,849 
Liquor/Wine/Beer 14,784 15,382  598 75,976  75,571  (406) 
Cigarette/Tobacco/Cont Sub 41,888  49,387 7,499 179,868  183,752  3,884 
Deed and Mortgage 28,869  30,531 1,662 154,100  153,093  (1,007) 
Insurance Gross Earnings 63,997  65,253 1,256 277,300  275,858  (1,441) 
Lawful Gambling 8,685 7,923 (763) 39,800  40,414  614 
Health Care Surcharge 55,353  58,303 2,950 225,339  231,404  6,065 
Other Taxes 163 150 (14) 1,320 1,325 5 
Statewide Property Tax 110 52 (58) 758,740  766,831  8,091 
DHS SOS Collections 12,912  12,897  (15) 44,480  48,917  4,437 
Income Tax Reciprocity 0 0 0 66,932  66,932  0 
Investment Income 1,600 (366) (1,966) 7,700 4,862 (2,838) 
Tobacco Settlement 100 100 0 164,786  164,786  0 
Departmental Earnings 44,146 45,532 1,386 251,000  260,851  9,852 
Fines and Surcharges 17,388  15,747 (1,642) 95,000  97,139  2,139 
Lottery Revenues 8,509 6,671 (1,838) 56,500  56,223  (277) 
Revenues yet to be allocated 0 5,386 5,386 (0) 1 1 
Residual Revenues  29,777  22,737 (7,040) 180,780  192,745  11,966 
County Nursing Home,  Pub 
Hosp IGT 1,304 1,304 (0) 5,216 5,216 0 

Other Subtotal 364,587 372,371  7,784 2,721,837  2,777,771  55,935 
Other Refunds 5,423 6,882 1,459 53,430  52,242  (1,187) 
Other Net 359,164  365,489  6,325 2,668,407  2,725,529  57,122 

Total Gross 3,401,949 3,465,456  63,506 16,045,377  15,988,113 (57,263) 
Total Refunds 44,680 53,322 8,641  1,797,300 1,816,654  19,354 
Total Net 3,357,269 3,412,134  54,865 14,248,076  14,171,459 (76,617) 


