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Background

Michigan’s state budget outlook remains challenging as revenue
growth slows and the state moves into a period of more limited
fiscal growth. While FY 2026 revenue has been stronger than
expected, the longer-term outlook remains constrained. The House
Fiscal Agency’s May 2026 economic outlook projects modest
growth in state tax collections through FY 2028, but not at the pace
seen during the post-pandemic recovery.

Several factors are contributing to this: weaker national growth,
softer consumer spending and uncertainty surrounding tariffs and
trade policy. The new transportation funding model and spending
pressures tied to federal Medicaid changes also are affecting the
state’s overall revenue picture.

These fiscal pressures are already reflected in the Legislature’s most
recently passed budget. The budget includes significant reductions
across several state departments, totaling around $262 million GF in
cuts to departments like EGLE, DTMB, etc.

Despite those cuts, the state will continue to face significant budget
pressures going into FY2028, with a projected $523 million GF/GP
shortfall created by new costs. This includes an estimated $320
million in additional state costs associated with changes to federal
SNAP funding requirements.

Counties are particularly vulnerable in this environment. As the
state reduces spending, counties are likely to face stagnant or
reduced revenue sharing. At the same time, counties may
experience increased demand for services and administrative
responsibilities as state program funding declines.

Message to Lawmakers

State Budget
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MAC’s Efforts

MAC’s priority is to ensure counties
receive increased and reliable
statutory revenue sharing as
lawmakers plan for FY 2028 and
beyond.

As fiscal pressures mount at both the
state and local levels, MAC is
advocating for policies that recognize
the essential role counties play in
maintaining public safety,
administering justice and protecting
community health. Adequate and
reliable revenue sharing is necessary
to ensure counties can continue
meeting these obligations without
compromising service quality or
shifting costs to local taxpayers.

e MAC urges lawmakers to support increased statutory revenue sharing for counties. While the state faces
significant budget challenges in the coming years, counties are confronting similar fiscal pressures while
continuing to fulfill statutorily and constitutionally mandated responsibilities.

e Sustained investment in county governments is critical to preserving essential services. Without adequate
revenue sharing, counties will face difficult decisions that could impact public safety, court operations, public
health services and other core functions. Strengthening revenue sharing is not only a matter of fiscal fairness
but also a necessary step to ensure the continued delivery of vital services across Michigan communities.



