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The proposed 2009-11 state budget
appears to limit general fund spend-
ing increases to about $0.2 billion (b):
827.7b in 2007-09 and $27.9b in
2009-11. However, $4.5 billion in
federal funds means total spending
from all sources would grow from
$56.7b to $62.7b. Structural and
official deficits would recur in 2011.

Capitol notes
Tax hikes estimated to total $2.50b:

Tax changes ($ mill.) FY09 FY10 FY11

02.26.09 * No. 4

Business
Combined reporting 277 756 111.7
Affiliated entities com- 0.0 19.8 21.0
bined for sales tax
Nonres. pass-through 0.0 385 0.0
withholding
Fed. prodt'n activities 0.0 382 335
deduction disallowed
Tax "throwback sales" 0.0 577 375
Oil co. profits tax 0.0 100.3 171.5
Air carrier definition 0.0 4.0 4.0
Dairy/meat proc. cr's 00 -09 -14
Eliminate film co. cr's 0.0 0.5 0.5
Delay med. records cr. 0.0 45 10.0
Subtotal 27.7 3382 388.3
Individual Income
New tax rate @ 7.75% 0.0 175.6 136.2

Cut cap. gains exclus'n 0.0 851 955
Angel/early seed inv. cr. 0.0 0.0 -7.0

Incr. R & D - inv. cr. 0.0 0.0 -50
Subtotal 0.0 260.7 219.7
Sales & Use
Streamlined sales 94 303 31.0
Tax digital downloads 0.0 4.2 6.7
Define as retailer Inter- 0.0 1.5 1.5
net business w/nexus
Subtotal 94 36.0 392
Excise
Cig. tax +$.75/pk 0.0 127.4 130.3
Tobacco prod. tax 0.0 152 18.0
Subtotal 0.0 142.6 14823
Other

Int. Rev. Code update 0.0 -40.6 -55

Hospital "assessment" 275.4 310.0 339.7
Subtotal 2754 269.5 3342
Total 313 1,047 1,130
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WISCONSIN TAXPAYERS ALLIANCE

First look at proposed 2009-11 state budget

“L’essentiel est invisible pour les yeux, répéta le
petit prince, afin de souvenir.”—A. de St. Exupéry

hat is essential is invisible to the

eye is the lesson of a French
children’s classic. And so it has become
with state budgets in recent decades.

Budget transparency?

Part of the reason budgets are im-
penetrable to the public is their length.
The 2009-11 budget bill (AB 75) unveiled
by Gov. James E. Doyle (D) last week
is 1,743 pages long. His Executive Bud-
get book matches the thickness of a vol-
ume of the Encyclopaedia Britannica,
and the “Budget in Brief” runs 94 pages.

State budgets also lack transparency
because, since the 1970s, they contain
proposals once debated in separate bills.
For example, the new budget proposes:

* three years of high school math and
science to graduate;

+ a statewide smoking ban;

* union rights for university faculty;

* regional transportation authorities;

* repeal of state limits (about 4%) on
school compensation growth (“QEQO”),
while deemphasizing revenue limits and
local economic conditions as factors an
arbitrator may consider;

» domestic partner coverage for state
employees and faculty; and

+ expanding the state prevailing wage law.

Ephemeral money

A more recent factor in reducing bud-
get transparency has been increased use
of funds and accounts other than the
general fund to pay for general fund pro-
grams. The general fund is where the
taxes we pay—income, business, sales,
and excise taxes—are deposited. These
general purpose revenues (GPR) support
most state services (e.g., aid to schools

and local governments, Medicaid and
other welfare programs, prisons, univer-
sities, and state agencies). Traditionally,
the so-called GPR budget was the state
budget as far as legislators, reporters, and
citizens were concerned.

Now that is less true. In recent
years, one-time proceeds from tobacco
bond sales and transfers from other
funds, most notably the segregated trans-
portation fund, have propped up GPR
spending. In the governor’s 2009-11
budget, temporary revenues from Wash-
ington play the same role.

The table below recaps the budget’s
shift in revenues from ongoing GPR to
temporary funds, federal or otherwise.
In 2007-09, the state budget included
$14.5b in federal funds; in 2009-11, that
would grow to $19.0b. As aresult, while
general fund spending is up less than 1%
from 2007-09 ($27.7b) to 2009-11
($27.9b), expenditures from all revenue
sources, especially the federal govern-
ment, are slated to rise 10.7%, from
$56.7b in 2007-09 to $62.7b in 2009-11.

Winners, losers

In any budget in a recession, the im-
pacts are bound to be uneven, yielding
both winners and losers.

B Revenues. On the revenue side
of the ledger, net tax increases total
$312.5 million (m) this year, $1.05b next

State Budget Funded in Multiple Ways
Spending by Fund Source ($ billions)

Type 08a 09b 07-09 10g 11g 09-11
GPR 135 142 277 13.7 142 279
Fed'l 71 74 145 101 89 19.0
Other 68 7.6 144 78 80 158
Fed+O 13.8 15.1 289 179 169 3438
Total  27.4 293 56.7 31.6 31.1 62.7

Notes: a = actual, b = adj. base, g = governor proposal




year, and $1.13b in 2010-11, for a com-
bined total of $2.50b over three years.
The majority of the increases fall on
businesses (approx. $754m), hospitals
(8929m), and high-bracket investors
($480m net). Proposed tax changes are
summarized in the Capitol Notes section
(reverse side).

Tax hikes on smokers, corporations,
and hospitals were somewhat expected.
However, an increase in the top individual
income tax rate to 7.75% on filers with
joint incomes over $300,000 ($225,000
single)—the first hike in the top rate
since the early 1970s—was a surprise.
So was a reduction in the capital gains
exclusion from 60% to 40%.
Together, these changes
would more than outweigh
proposed investment tax

lars and various program fees and
charges. Also shown are grand totals
for all proposed expenditures, regardless
of source—GPR, federal, or other.

Of the six major GPR areas, the gov-
ernor recommended that five receive
less GPR funding than requested (col.
6). However, four of them received at
least 5.5% more GPR dollars in 2009-11
than estimated for 2007-09 (col. 7). The
latter includes actual spending for 2007-
08 and “base” spending for 2008-09.

Including funds from all sources
(“All”), however, all six areas received
increases, ranging from 3.4% for the De-
partment of Children and Families to

Major Dept’s and Programs: Current Levels, Agency Requests, and
Governor’s Recommendations (By Fund Source, $ billions)

16.1% for Health Services (DHS). In
half the all-funds cases shown, the bud-
get grants more than was requested.

The seeming conflict between GPR
and all-funds budgets is noteworthy. In
GPR terms, both DHS and the Depart-
ment of Public Instruction (DPI) appear
to be facing cuts vs. 2007-09 of 14.9%
and 2.4%. However, federal stimulus
monies ensure that, from all sources, both
DHS (16.1%) and DPI (6.3%) are slated
for biennial increases.

And then the fall?

With President Obama (D) turning
his attention to record post-war federal
deficits, it is likely that tempo-
rary U.S. aid to states will end.
Then, according to state bud-
get documents, Wisconsin’s

credits. Agency/ 09-11  09-11 Govvs Govvs long-term structural imbal-
. di Wh Program Fund 07-09 Request Gov. Req 07-09 ances due to using one-time
Apenditures. WHEN o i n&  GPR - 6040 7216 6603 -8.5% 93%  monies to pay for permanent
Elaut(”o'f HL“klbﬂlllOH%OllllarState Families Al 21182 21370 21902 25% 34%  programs return. These are
deficits began lastfall, many o ione GPR - 21759 23664 23003 -28%  57%  projected to be $396.3m in
in state government braced Al 24633 26769 26081 -2.6%  59%  2011-12and $431.9min2012-
forspending cuts. However, o gues GPR - 47838 56167 40710 27.5% -149% 13,
Fhe ta.le odftheS yable to th? right All 134571 151663 156278  3.0% 16.1% It appears little progress
1S mixe T tlxla,ge?flles (l)li Pub.Inst'n  GPR 11,0093 12,1186 10,7455 -113% -2.4% is likely on the deficits re-
P;Ogramsl fa g aim the bu Al 125184 137313 133050 31%  63%  ported by the state controller
ﬁsizneréoruzacr}fve‘rlgez :‘; Shared Rev. GPR  3,8252 42551 43016 1.1% 125% inthe state’s official financial
- For , P ﬁ & Tax Rel'f All 41451 45596 46577 22% 124%  statements. According to the
appropriations are ShOWN gy gygem GPR - 22239 24388 23468 -38%  55%  governor’s budget staff, defi-
from two sources, first from All 9.1550 97320 96147 -12%  50%  (its are projected for 2008-09
GPR and second from all oy GPR 27,7255 31,1605 27,9322 -104%  0.7%  ($2.42b). 2009-10 ($2.46b
fund luding federal dol ( ; )
unds, including federal dol- Al 56,6445 62,4065 62,7240  0.5% 10.7%

and 2009-10 ($2.28 b).
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