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Sate Sales Tax Lagging
Could Have Negative Budget Implications

MADISON—Whilecorporateincometax collectionsjumped 14.1% last year and individua income
taxeswereup 7.0%, Wisconsin sal estaxesrose 0.8%, according to anew report from the Wisconsin Taxpay-
ersAlliance (WISTAX). Cdebratingits 75th anniversary, the nonprofit WISTAX keepsWisconsin citizens
informed through nonpartisan research.

WISTAX researcherscited several reasonsfor thelagging salestax collections. First, risinginternet
saesarelikely amgjor factor. A 2003 University of Tennessee study projected increased internet saleswould
result in statel osses of between 8.5% and 13.2% of salestax revenuesby 2008. Second, oil pricesnearing
$100 per barrel haveleft consumerswith lessdiscretionary income.

Finaly, theweakened housing sector hasimpacted salestaxes. With building permitsdown signifi-
cantly, therearefewer purchasesof appliances, furniture, and other itemsahomebuilder or homeowner needs.
Stagnant or declining home pricesa so makeindividuasfed lesswedthy which cantrandateinto lessborrow-
ingandlessbuying.

Thenew report notesthat astagnant salestax could haveimplicationsfor the state budget. Thesaes
tax yieldsmorethan $4 billion, or one-third of al stategeneral fundtaxes. Despitethefact that sdestaxeshave
increased morethan 3.6% only onceinthelast seven years, the 2007-09 budget counts on salestax growth of
3.6% thisyear and 3.9% next year, or $472 million in new salestax money over thebiennium. If last year’s
0.8% increase were to repeat this year and next, the state would be short $372.1 million by mid-2009,
WISTAX said. Witha*“paper balance” of lessthan $5 million, adeficit of nearly $370 millionwouldloom.

For afree copy of Focus, “ Theincredible shrinking salestax,” contact WISTAX by e-mail at
wistax@wistax.org; by phoneat 608-241-9789; or by mail at 401 North Lawn Avenue, Madison, WI 53704.
WISTAX celebrates 75 yearsof public policy research and citizen education. [

(Editors’ Note: An electronic version of this release is available at www.wistax.org.)

The Wisconsin Taxpayers Alliance, founded in 1932, is the state’s oldest and most respected private government-research organization. Through its
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thisyear. The salestax isexpected to yield $4.31b. But, the new 2007-09 budget is counting on salestax
growth of 3.6% thisyear and 3.9% next year—a questionabl e projection given that collections growth
slid for the past four straight years (from 4.3% to 3.6%t0 2.2%1t0 0.8%). If last year’s0.8% increase
wereto repeat thisyear and next, the state woul d be short $372.1m by mid-2009, and adeficit of almost
$370m would loom.



