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A monthly review of Wisconsin government, taxes, and public finance

Election 2006:
Issues and Questions

IN BRIEF

In November, Wisconsin voters will fill 99 as-
sembly seats, 17 senate seats, and the governor’s
mansion. Control of al three institutions hangs in
the balance, making the 2006 elections unusually
important. In an effort to inform voters, this report
examines several major campaign issues, including
the state budget, property taxes, and school finance.
Thediscussion of eachissue endswith potentia ques-
tions for candidates, such as:

B How would you address Wisconsin's recurring
structura deficits: by cutting spending, raising
Wisconsin Notes: Federal Funding taxes, or some combination of the two?
Falls; School Days W Wisconsin has atwo-year property tax “freeze”

WISTAX Focus: Running Out of College on most local govgrnn_wents. Wouldoyou Sup-
Students?: Sales Tax Holidays port or oppose continuing the freeze?
B Do you support the current revenue limits for
Crime Rates schools? Should the state provide more or less
than two-thirds of public school revenues?

B With the state now providing only a quarter of
UW revenues, should the governor continue to
appoint virtually all UW System regents?

Also in this issue:

July 2006 Vol. 74 No. 7 Report begins on page 3



TAXPAYER NOTES

Wisconsin Notes

m Federal Funding Falls. Wisconsin received $0.82 in federal spend-
ing for every tax dollar it sent to Washington in 2004, according to a
report from the Tax Foundation, a nonpartisan tax research group.
Wisconsin's rate of return has fallen each of the past four years from a
recent peak of $0.91in 2000. The Badger State ranked 39th in the nation
in return on federal taxes.

Wisconsin's low rank is not unique in the region. Of the states bor-
dering Wisconsin, only lowa ($1.11; 25th) received more from the fed-
eral government than it sent. Michigan ($0.85; 38th), Illinois ($0.73;
46th), and Minnesota ($0.69; 47th) all received less. New Mexico ($2.00)
had the highest rate of return, while New Jersey ($0.55) had the lowest.

On a per capita basis, Wisconsin received $5,728 from the federal
government in 2004, according to the Northeast-Midwest Institute (NM1).
The Badger State was tied with Utah for 47th, well below the national
average of $7,108. Only Minnesota ($5,644) and Nevada ($5,469) re-
ceived less per person. The NMI is a nonpartisan research group dedi-
cated to funding equity for northeastern and midwestern states.

m School Days. Wisconsin requires 180 days of school each year, one
of 29 states with such a policy. Five states (Hawaii, Illinois, Kansas,
Michigan, and Ohio) require more days, while 11 require fewer. Five
(Delaware, Kentucky, Minnesota, Nebraska, and Oregon) do not regu-
late the length of school year.

Among Wisconsin's neighbors, Illinois and Michigan require a 185-
day school year, lowa requires 180 days, and Minnesota has no policy,
according to the National Conference of State Legislators.

WISTAX Focus

m Running Out of College Sudents? In 2004, 16.9% of freshmen in
the University of Wisconsin (UW) System needed remedial educationin
math and 8.1% needed it in English. On afew UW campuses, more than
half of incoming students needed remedial coursework. In “Supply of
‘college-ready’ tapped?’ (Focus #16-06), WISTAX also cites national
ACT benchmarks that raise further questions about college-readiness for
some Wisconsin students.

m Sales Tax Holidays. As summer draws to an end and parents pur-
chase school supplies, sales tax holidays are politically popular. These
holidays are used in 14 states and typically exempt clothing and school
supplies from the sales tax during a weekend in August. “A summer
vacation from taxes?’ (Focus #17-06) evaluates the arguments for and
against such a policy and offers other options to provide tax relief.
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Election 2006: Issues and Questions

STATE FINANCE

Structural deficits, which occur when
advanced tax cuts and commitments ex-
ceed revenues, have dogged Wisconsin for
the past decade. Both Republican and
Democratic administrations have used
short-term solutions to bal ance the budget
on paper, yet neither party has solved the
recurring problem.

Throughout the 1990's, many states
had large surpluses and put revenue into
“rainy day” reserve funds, but Wisconsin
did not. When the economy slowed, the
statefaced alarge deficit without any rainy-
day money.

Instead of addressing the deficits
through permanent spending cuts or rev-
enue increases, state leaders balanced the
budget with one-time solutions, including
guestionable accounting, revenue from a
tobacco law suit, and transfers from the
state transportation fund. Seethe “Trans-
portation” section on page 11 for details.

Does Wisconsin have a deficit now?
According to state budget accounting, Wis-
consin finished the 2005-06 year with a
$12 million surplus. However, this does
not account for money spent but not
“booked,” one-time transfers from other
funds, or reduction of required reserves.

A report from the state controller’s
office prepared using generally accepted
accounting principles (GAAP) found that
Wisconsin ended 2004-05 (the most recent
year available) with a $2.1 billion GAAP
deficit, even though state budget figures
claimed a $4 million surplus in that year.
Wisconsin hasfaced a GAAPdeficit every

year since such reportswere first produced
in 1990. The $2.1 billion deficit isthe sec-
ond largest in state history.

Another recent report, from the Legis-
lative Fiscal Bureau (LFB), estimated that
Wisconsin is carrying $690 million in ad-
vanced commitmentsinto 2007 dueto prior
budget promises. While natural revenue
growth is expected to offset this, the esti-
mate does not take into account any new
state spending for such items as constantly
increasing school aids and Medicaid.

Even under budget accounting, Wis-
consin compares poorly with other states.
The 2004-05 surplus was 0.0% of state
spending, compared to a U.S. average of
8.7%. Only Oregon and Arkansas reported
smaller surpluses than Wisconsin. Esti-
mates for 2006-07 project a 0.1% balance
for Wisconsin, with 46 stateshaving alarger
surplus.

Questions

1. Would you support state budgeting us-
ing generally accepted accounting principles
rather than cash accounting? Given the
size of the GAAP deficit, what would be
your specific timeline for erasing it?

2. The state has had arainy-day fund since
1986 to save surplus revenues for later re-
cessions, but has never made a deposit.
Would you support biennial payments to
the fund? Asapercentage of state general
fund expenditures, what would be your
godl, if any, for arainy-day balance?

3. Are there specific programs you would
cut or taxes you would raise to truly bal-
ance future budgets?

TAXPAYER FEATURE

Wisconsin
ended fiscal
year 2005 with
a $2.1 hillion
GAAP deficit.

All but three
states will have
a larger budget
surplus than
Wisconsin in
2006-07.
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Net property
taxes rose
2.3% in 2005-
06, the
second-
smallest
increase in 20
years.

Wisconsin has
3,000 units of
local govern-
ment—al most
all of which
use the
property tax.

PROPERTY TAXES

Wisconsin's property taxes are among
the highest in the nation. Measured as a
share of personal income, the property tax
claimed 4.4% in 2003-04, eighth highest in
the nation and 27% above the national av-
erage. Lowering property taxes is a pe-
rennial issue in Wisconsin.

A property tax “freeze” was imple-
mented in 2005, with mixed results. School
district property taxes fell 0.5%, thanks to
aninfusion of stateaid, whiletechnical col-
lege (5.3%), municipal (4.1%), and county
(3.5%) leviesall rose. Net statewide levies
increased 2.3%, the smallest increase in
almost a decade and the second smallest in
20 years (see chart below). The only time
in the past 20 years that levies increased
less than 2.3% was in 1996-97, when the
state increased aid to schools by $1.2 bil-
lion. Leviesfell 9.4% that year.

Critics of Wisconsin property taxes
generally focus on two complaints: prop-
erty taxesaretoo high here, and costly state
programs to relieve them have been inef-
fective. Our highly complex state-locd fi-
nance system also draws criticism for
lacking taxpayer accountability and even
encouraging local spending.

One solution that addresses both prob-
lems is to remove one or more local units
of government from the property tax. This

Tax “Freeze” Slows Levy Growth
Net Property Tax Increases, 1986-2006
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could lower thetotd levy, smplify the prop-
erty tax bill, and promote citizen understand-
ing. Currently, at least five units of
government (school district, municipality,
county, technical college, and state) appear
on dl hills. In some cases, fees and spe-
cia purpose levies are added, as well.

Another way to lower local spending
and property taxes is to consolidate local
government services. With over 1,800 mu-
nicipditiesand 3,000 total unitsof local gov-
ernment, Wisconsin has more units of
government than all but 10 states.

For example, Wisconsin is one of just
seven states where county and town gov-
ernments both spend more than $500 mil-
lion each year. Most states have one or the
other: towns are common in the northeast,
while counties are preferred in the south
and west. Some reformers advocate elimi-
nating either towns or counties to save
money and simplify service delivery.

Sinceeliminating alayer of government
is often unpopular, a less drastic option
might be to encourage neighboring com-
munities to share services, such as police
and fire protection. Some communitiesal-
ready share some services and often find
that they can reduce costs without lower-
ing the quality of service.

Questions
1. Wisconsin has a two-year property tax
“freeze” on most local governments.
Would you support or oppose continuing
the freeze?

2. If one or more types of local govern-
ment should stop using the property tax,
which would you propose, and how would
they be funded?

3. If local government consolidation can
lower property taxes, what services, if any,
do you think the state should force to con-
solidate?

Page 4
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SCHOOL FINANCE
Wisconsin'sK-12 schoolsarefinanced
with acombination of local property taxes,
student fees, state aids, and federal money.
Since 1993-94, state law has placed rev-
enue limits on schools, restricting the rev-
enue they can raise from the combination
of state general aids and property taxes.

A district’s revenue limit is adjusted
each year based on a state-imposed allow-
able increase and the number of students
inthedistrict. For districtswith declining
student enrollments, the total revenue cap
can remain unchanged or even fall.

Shrinking revenue caps can create bud-
get difficulties. School districts have many
fixed or semi-fixed costs, such as trans-
portation, utilities, and administration, that
can not always be cut in line with enroll-
ment declines. With fixed costs generally
rising each year, declining enroliment dis-
tricts often struggleto match revenueswith
expenditures.

Districts can exceed state-imposed
caps with voter approval at referendum.
Thealternativeisto cut spending. 1n2004-
05, 98 of Wisconsin's 426 districts had en-
rollment declines lasting at least three
consecutive years.

The combination of revenuelimitsand
varying increases in state aid can cause
school property taxes to fluctuate. The
chart (right) shows the relationship be-
tween state aid changes and property tax
changes. For example, when state aid in-
creases are limited, such as the 1.7% in-
crease in 2003-04 and 1.0% in 2004-05,
school property taxes climbed to make up
the difference (5.5% and 7.3% in those
same years). Large aid increases, such as
in 1997 (35.9%), 1995 (14.3%), 1996
(11.9%), and 2006 (6.9%) led to small in-
creases or even drops in the property tax.

From 1996-97 through 2002-03, the
state was required to provide two-thirds of
“partial school revenues,” which were es-
sentially aidsand local property taxes. That
requirement was repealed in the 2003-05
state budget. Although nolonger arequire-
ment, “two-thirds funding” remains a goal
for many lawmakers.

Dueto thislarge commitment from the
state, state funding of K-12 schools has
grown from 33.0% of state general pur-
pose revenues (GPR) in 1996 to an esti-
mated 40.1%in 2005-06. When schoal levy
credits are included, school-related expen-
ditures climb to 43.8% of GPR.

Questions

1. Doyou support the current revenuelimits
for schools? If so, should thelimitsbeloos-
ened for districts with declining enrollment
or other unusua problems?

2. Should the state provide more or less
than two-thirds of public school revenues?
If more, where would you turn for money?
If less, how might you limit the impact on
local property taxes?

3. Federa special education aidshaverisen
dramatically since the late 1990's. How-
ever, projections show those dollarsdeclin-
ing over the next several years. Would you
favor increasing state specia education aids
to ease the impact on school districts?
Where would the money come from?

Nearly one-
quarter of
Wisconsin's
school districts
have had
declining
enrollments at
least three
straight years.

K-12 school
aids account
for more than
40% of state
GPR spending.

School Aid Changes Impact School Property Taxes
% Chg. in School Aids and Prop. Taxes, 1993-94 to 2004-05
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HIGHER EDUCATION

Spending on higher education has
grown much slower than other state ap-
propriations and at rates below those ex-
pended by collegesand universitiesin other
states. Tuition, whilestill below peer cam-
puses elsewhere, has risen 52% at UW-
Madison since 2002-03. Yet the UW
System is largely governed today the way

NOVEMBER REFERENDA: M,

Wisconsin voterswill decidetwo referendathisN
language regarding marriage, and the other isan e

Defining Marriage
The first referendum would add the fol-

The UW it wasinthe 1970's. : N
) lowing clause to the state constitution: “ Only
recei stztg(tz ) The UW System receives one-quarter amarriage between one man and one woman
of its revenue of its revenue fr'om the state, down from shall be valid or recognized as a marriage
from the state O ¢ than half in 1973-74 (see chart on inthis state. A legal statusidentical or sub-
in 2005, down page 7). This has resulted from a state stantially similar to that of marriage for un-

from 52% in

1974.

spending shift from higher education to K-
12 schools. The state spends about 7% of
itsgeneral purposerevenues (GPR) on UW,
down from 17% in 1973. Meanwhile,
spending on primary and secondary edu-
cation is 41% of GPR, up from 22%.

Despite the financia reliance of most
school districts on the state, they have more
flexibility in personnel, purchasing, and
building decisionsthan UW. UW isrun by
a 17-member board of regents, with 15 re-
gentsappointed by the governor. Correctly
or incorrectly, elected officialstend to view
UW as a state agency, even though 75% of
its funding comes from elsewhere.

Higtorically, UW hashad low tuition and
relatively highlevelsof state support. How-
ever, tuition increases have averaged 9%
per year over the past decade. If they con-
tinueat thispace, UW schoolswill nolonger
be low-tuition institutions.

Some argue that this change is good,
aslow tuition subsidizes education for high-
income students that could afford to pay
more. They advocate increasing both tu-
ition and financial aid so that high-income
students finance agreater share of their in-
structional cost and low-income students
could still afford to attend college.

continued on page 7

married individuals shall not be valid or
recognized in this state.”

This resolution passed both houses of
thelegislature earlier thisyear. By approving
it in two consecutive sessions, state lawmak-
ers cleared the way for afinal “say” from the
€electorate.

If amajority approves the referendum, it
would alter the constitution so that only amar-
riage " between one man and onewoman” will
be recognized in Wisconsin, and a “ substan-
tially similar” legal arrangement would not be
vdid.

Supporters of the amendment, including
the Family Research Institute of Wisconsin,
claim theit is necessary to prevent “activist”
judgesfrom legalizing same-sex marriage, as
they did in Massachusetts. Opponents, such
as Fair Wisconsin, argue that the amendment
isdiscriminatory and would deny couples, re-
gardless of sexual orientation, deserved ben-
efitsand legal protections. Giventhewording
of thereferendum, thereisdebate over whether
the amendment would outlaw civil unionsand
partner benefits.

In 2004, after the M assachusetts Supreme
Court decision, similar referendawere placed
on the ballot and passed in 13 states.

Page 6
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continued from page 6

Wisconsin's other public higher edu-
cation institutions, the technical colleges,
also face questions in the coming years.
While state aid has increased modestly,
technical college property taxes have

ARRIAGE & DEATH PENALTY

ovember. Onewould add to the state constitution
dvisory question on reinstating the death penalty.

Death Penalty

The referendum on capital punishment
asks: “ Should the death penalty be enacted
in the state of Wisconsin for cases involving

grown quickly in the past decade.

Multiple proposals have been made to
fund and govern technical colleges. Some
suggest complete state funding. Sincetheir
unelected boards levy property taxes, oth-

a person who is convicted of first-degreein- ers suggest either electing the boards or g;gaﬁg;itxg-
tentional homicide, if the conviction is sup- ending their use of property taxes. Others growing levies
ported by DNA evidence?” prefer the current funding approach, but i \Wisconsin.

Thisreferendum is not binding and serves
only as away for legislators to gauge public
opinion. If passed, the referendum would not
reinstate the death penalty, though it could
influence future actions of the state legisla-
ture.

State Senator Alan Lasee (R-De Pere),
sponsor of the advisory referendum, has ar-
gued that life sentences do not provide ad-
equate justice for the most heinous crimes.
Othersargue that, in the case of thoseimpris-
oned for life, the death penalty istheonly way
to combat the killing of guards or inmates.
More generally, supporters argue that the
death penalty detersviolent crime.

A diverse group of opponents, including
the American Civil Liberties Union and the
Wisconsin Catholic Conference of Bishops,
note Wisconsin'slong history without capital
punishment and point out that Wisconsin's
crime rate is consistently below both the na-
tional average and that of the states that ex-
ecute people most frequently.

OnAugust 21, 1851, Wisconsin performed
the only execution in state history. The death
penalty was abolished just two years later.
Only Michigan and Rhode Island have had
longer prohibitions on capital punishment.

want technical college levy growth to be
limited, asisthe case for other local units.

Questions

1. With the state now providing only a
quarter of UW revenues, should the gov-
ernor appoint virtualy al regents?

2. Historicaly, higher educationinthe Bad-
ger State has been principally funded with
state dollars and tuition. If relative state
support is declining and there is palitical
opposition to tuition hikes, how would you
fund the UW and technical colleges? |If
revenue isinsufficient, how would you re-
duce public college and university costs?

3. Should technical college boards be ap-
pointed or elected? Should technical col-
leges have tougher property tax limits to
slow the growth in their levies?
State Funding for UW Falls
% of UW Budget from State, 1974-2005

51.9
— 458

424
40 37.2 33.9—335

gL

1974 1979 1984 1989 1994 1999 2005
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From 1970 to
2000, health
spending as a
share of GDP
increased from
7.0% to 13.3%.

Wisconsin's
uninsured rate
(9.7%) was
below the 2004
national aver-
age (15.9%).

HEALTH CARE

The cost of health care has increased
rapidly inthe past decade. Providing health
insuranceis hard for all employers and es-
pecidly difficult for public employers that
have traditionally offered excellent cover-
age at little cost to employees. |In short,
the state of health care in Wisconsin, as
elsewhere, is amagjor public concern.

As the chart below shows, health care
is taking an increasing share of gross do-
mestic product (GDP) and will continueto
do so. Tofurther complicate policymaking,
Wisconsin's population is aging quickly.
See the “Demographics’ section on page
10 for details.

During the debate to impose revenue
limits on state and local government, ad-
vocates argued that public expenses should
not grow faster than inflation. Opponents
noted that health insurance costs, a major
local expenditure, were rising far faster.

Thereare several comprehensive plans
to reform the state’ shealth care. Onewould
create a single-payer health care program,
where the state would pay the costs of all
“reasonable medical service.” Another plan
would guarantee coveragefor all employed
Wisconsinites. This plan would have co-
payments similar to many current health
insurance plans. Fees would be set by a
board appointed by Wisconsin Manufac-

Health Care Costs Rising

Health Care Spending as a % of U.S. GDR 1970-2014
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turers and Commerce (for business inter-
ests) and the AFL-CIO (for labor).

Another plan would give all state resi-
dents a health savings account (HSA). An
HSA ispaired with ahigh-deductibleinsur-
ance plan, and its money is used to pay for
medical expenses. Any unused money re-
mainsinthe HSA and earnsinterest. Under
Wisconsin'splan, all adults between 18 and
64 would receive $500 in their HSA from
the state each year and a credit to allow
them to purchase health insurance.

One reason the cost of health insurance
rose so quickly over the last 10 years was
the price of prescription medication. Wis-
consin lawmakers responded by creating
SeniorCare in 2002 to allow those 65 and
older to purchase drugs at a reduced rate.
However, with the passage of asimilar fed-
eral prescription drug benefit, SeniorCare
may lose its federal subsidy.

Wisconsin fares better than most states
in health coverage. Here, 9.7% of people
were uninsured in 2005, versus 15.9% na-
tionally. From 2003 to 2005, only three
states (Minnesota, Hawaii, and lowa) av-
eraged alower rate than Wisconsin.

In order to continue to receive federa
assistance for SeniorCare, state officials
must prove that their program is cheaper
and more efficient than the federal plan.

Questions

1. Given Wisconsin's smaller share of un-
insured relative to other states, do we need
a state-operated, single-payer health insur-
ance program? If not, what steps should
be taken to tackle the problem? Are you
satisfied with the health care status quo?
What changes would you support?

2. Should SeniorCare be extended beyond
20077 Isthereaneed for SeniorCare, given
that seniorsareeligiblefor prescription drug
benefits from the federal government?

Page 8
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JOBS & WORKFORCE

Wisconsin’seconomy hasevolved con-
siderably in recent decades and will con-
tinue to change in the future. Whereas
manufacturing and other “blue collar” jobs
were once extremely common, they have
been gradually replaced by servicejobs. To
effectively prepare for this change, Wis-
consin needs a well-educated and highly
skilled workforce.

Manufacturing hastraditionally driven
the Wisconsin economy, but its share of
total employment hasfalleninrecent years.
In 1970, manufacturing accounted for
26.1% of Wisconsin's total employment.
By 2000, it was down to 18.4%. Over the
same period, service employment sur-
passed manufacturing, increasing from
16.1% to 27.4%.

State leaders must ensure that Wiscon-
sinaddsquality jobs. High-income employ-
ment leads to a strong economy and
significant tax revenue. One area where
Wisconsin has struggled to create and at-
tract these jobs is the high-tech sector.

Creating and retaining high-tech jobs
is a serious concern for Wisconsin. In
2004, the state ranked 37th in the share of
itsjob market devoted to high-tech employ-
ment.

At 3.3% of al employment, Wiscon-
sin’s high-tech sector iswell below the na-
tiona average (5.2%) aswell asneighboring
Minnesota (5.6%), Michigan (4.9%), and
Illinois (4.2%). Despite its larger popula
tion, Wisconsin has about 40% fewer high-
tech jobs than Minnesota.

One of the key ingredients to attract-
ing good, high-paying jobs is an educated
and competent workforce. The state must
ensure that workers have the necessary
knowledge and skills to perform challeng-
ing jobs. A highly-skilled workforce is a
major attraction for potential employers.

Although Wisconsin frequently rates
near the top of the nation in test scores,
effortsto maintain atalented workforceare
being undermined by the migration of col-
lege graduates from the Badger State. The
state’s high test scores are inconsequential
if students leave Wisconsin upon gradua-
tion.

During 1995 to 2000, one of every eight
college graduatesleft Wisconsin. Although
some college-educated citizensmoved into
Wisconsinaswell, the state still lost 13,500
bachelor’s degrees to migration, 1.8% of
its degree-holding population. The share
was nearly as pronounced for those with
advanced degrees (1.6%). By contrast,
Wisconsin added 15,400 citizens with less
than a bachelor’s degree.

These college graduates are leaving at
a time when they will be needed to help
grow the economy. In 2000, 26% of jobs
inWisconsinrequired at least an associate’s
degree. However, of the 275,000 jobs that
the state expects to add between 2000 and
2010, at least an associate degree will be
needed for more than 40% of them. If the
state’ sworkforce cannot provide sufficient
college graduates, these potential jobs may
never be created.

Themigration of college graduatesfrom
Wisconsin can negatively impact state com-
petitiveness. Inaddition totheir attractive-
nessto employers, educated citizensinvest
in new Wisconsin companies, engageinthe
political process, and pay more taxes.

Questions

1. What role, if any, do you think manu-
facturing should play in Wisconsin'sfuture
economy? What steps are necessary to
preserve jobs here?

2. What specific steps can be taken to re-
tain and attract more college graduates to
Wisconsin?

Wisconsin's
high-tech
sector trails
the nation and
three of four
neighboring
states.

Wisconsin lost
almost 2% of
its college-
educated
population to
migration
from 1995 to
2000.
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Wisconsin’s
average age
will increase
from 36.3 in
2000 to 40 in
2030.

Student
enrollment
declines of at
least 10% are
projected in
39 of 72
counties from
2000 to 2015.

DEMOGRAPHICS

Over the next 25 years, Wisconsin will
undergo significant change in its popula-
tion. The implications for worker avail-
ability, economic and tax revenue growth,
and education and human service programs
will besignificant.

In 2000, the average age in Wisconsin
was 36.3. By 2030, it will be over 40. In
2000, 59% of the population was of work-
ing age (20-64) and 13% were retirees (65
and older). The mix in 2030 will be 54%-
21%. As the ratio of workers to retirees
falls, employerswill find it difficult to find
skilled workers in some fields. State and
local governments may face difficult finan-
cia decisions as tax revenues slow.

Retired citizens will become a more
powerful political force. Seniorsare more
likely to votethan all other age groups, and
as they comprise alarger part of the popu-
lation, their influence will grow. Politicians,
eager to earn votes and build support, may
pass legidation offering more benefits to
the retired. Increased service costs and
slowing tax growth could present the pub-
lic sector with financial problems.

Demographic shifts will impact Wis-
consinregionsdifferently. Metropolitan ar-
eas in the western and northeastern parts
of the state, as well as suburban southern
Wisconsin, will grow rapidly. Asthe map
(above, right) shows, populations in 13
countiesinthese areaswill grow morethan
25% from 2000 to 2030. Increasesin Calu-
met and St. Croix will be greater than 45%.
From 2000 to 2006 aone, St. Croix has
grown an estimated 23.5%, while Calumet’s
population increased 12.5%.

Other areas, especialy in northern and
southwestern Wisconsin, will see little
growth. Populationsin Priceand Iron coun-
ties are projected to decrease over the pe-
riod, while those in Rusk, Marinette,

» County Population Growth
- 2000-2030

B >25%
10%-24.9%
O <10%

Forest, Florence, and Taylor will grow less
than 5%. From 2000 to 2006, Milwaukee
County’s population shrank 0.4%, the only
drop inthe state. Ashland County had the
smallest increase, 0.2%. Every other
county’s population grew at least 1%.

AsdsewhereintheU.S., migrationand
new birthswill increase Wisconsin'sracial
diversity, though the state will continue to
lag the nation in minority populations. In
the 30 years from 1995 to 2025, Wiscon-
sin’s black population will rise from 5.5%
to 8.5% of the total state population. The
Hispanic share will grow from 2.2% to
4.0%, and theAsian populationwill increase
from 1.4%t0 3.6%. Meanwhile, the state's
white population will fall from 90.0% to
82.9% of the total. Nationally, the white
population is expected to fall from 72.4%
to 61.7% over the period.

Questions

1. Given the shrinking workforce in the
years to come, what steps should be taken
to encourage an adequate supply of skilled
labor?

2. What policies can the state adopt now
to balance the future funding needs of
schools and the elderly?
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TRANSPORTATION

Wisconsin's segregated transportation
fund has been the subject of much con-
troversy in recent years. Its revenues have
been used repeatedly to balance the gen-
eral fund budget. Recently, the state ended
automatic indexing (increases) of gastaxes,
and now Wisconsin faces an apparent
shortfal in transportation funding.

According to areport from the Legis-
lative Fiscal Bureau, current funding for
“Wisconsin State Highway Plan 2020,” the
state’s long-term construction guidelines,
will not meet program goals. Due to bud-
get cuts and rapidly rising construction
costs, Wisconsin needs an additional $545
million annually to achieve targets for ac-
cessibility and safety established in 2000.
Anadditiona $153 million per year isneeded
to meet goals for maintenance, local aids,
and mass transit assistance.

Wisconsin has used a high-tax, low-
fee approach to fund transportation
projects. In 2003-04, 64.9% of the $1.44
billionin thetransportation fund camefrom
the gas tax, while vehicle registrations
funded 28.8%. The remainder (6.3%)
came from small taxes, fees, and interest.
The state al so received $616 millionin fed-
eral highway aid.

The stat€'s fuel tax is 32.9¢ per gal-
lon. By some measures, it is the nation’s
highest. Furthermore, until alaw change
in 2005, the tax rate was indexed to infla-
tion, meaning that it increased automati-
cally each year.

The repeal of gas tax indexing was a
popular, but arguably shortsighted, move.
Indexing provided a reliable increase in
transportation revenues, albeit a slower
growth rate than income or sales taxes.
To keep pace with the rising cost of high-
way construction, that revenue must be
replaced.

To generate more revenue, one alter-
nativeisanincreasein vehicleregistration
fees; Wisconsin's $55 annual fee is rela
tively low. Raising the fee to $65, along
with increases in fees for trucks, would
generate $47 million annually.

According to the Wisconsin Depart-
ment of Transportation, registration fees
on amidsize sedan are significantly higher
inall neighboring states: lowa ($210), Min-
nesota ($194), Illinois ($153), and Michi-
gan ($101). One reason costs are higher
in other states is that some states charge
additional fees based on vehicle weight,
age, and value.

Alternatives exist to both higher gas
taxes and higher motor vehiclefees. Some
statesfund part of their transportation bud-
get through general funds(e.g., income and
sales taxes), instead of relying only on a
transportation fund. One problemwiththis
approach is that recurring state deficits
make it difficult to shift general revenues
to the transportation fund.

Questions

1. Do you favor taking revenue from the
transportation fund to balance the general
fund budget? If so, how would you fund
Wisconsin's major transportation projects?

2. Should Wisconsin increase spending
on transportation and fully fund its long-
term highway plan? If so, how should the
additional $698 million beraised? Doyou
favor a gas tax increase, higher fees, toll
roads, road privatization, or something
else? If not, how would you maintain state
highways? O

DATA SOURCE:

University of Wisconsin System; Wisconsin
Departments of Administration, Revenue,
Transportation, and Workforce Development;
Legislative Audit and Fiscal Bureaus; U.S. Census
Bureau; American ElectronicsAssociation; and U.S.
Centersfor Medicareand Medicaid Services.

The state
transportation
fund needs an
additional
$545 million
per year to
meet 2020
transportation
goals.

Wisconsin’s gas
tax is among
the nation’s
highest;
vehicle
registration
fees are low.
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Crime Rates

isconsin's 2004 crime rates remained

among the lowest in the nation, as
measured by both violent and property
crimes. Though crime fell nationally in
2004, Wisconsin'srates fell faster in every
major crime category.

Wisconsin's 2004 violent crime (mur-
der, rape, robbery, and aggravated assaullt)
rate was 210 per 100,000 residentsin 2004,
less than half the national average of 466.
Therate dropped 5.2% from its 2003 level.

Wisconsin had the fifth-lowest violent
crime rate in the nation, above only North
Dakota, Maine, New Hampshire, and South
Dakota. As shown in the chart below, all
of Wisconsin's neighbors had higher rates.

Violent Crimes per 100,000 Residents
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On a per capita basis, murder de-
creased the most in Wisconsin, falling
16.4% in 2004. There were 154 murders
and nonnegligent manslaughters in 2004,
down from 183 in 2003. Rates of rape
(-6.1%), robbery (-8.1%), and aggravated
assault (-2.7%) fell as well.

Wisconsin also had alow rate of prop-
erty crime (burglary, larceny, and theft).
There were 2,663 property crimes per
100,000 Wisconsinites in 2004, 13th low-
est nationally and below Illinois (3,186),
Michigan (3,058), Minnesota (3,039), and
lowa (2,905). Each statein theregionwas
well below the 2004 U.S. average of 3,517.

The Badger State’s property crimerate
fell 7.5% from its 2003 level. Burglary
decreased the most (-10.7%), but larceny
(-6.7%) and motor vehicle theft (-8.6%)
also had significant drops in 2004.

Nationally, the violent crime rate fell
2.2% in 2004, while property crimes de-
creased 2.1%. O

DATA SOURCE:

Federal Bureau of Investigation; and WISTAX
calculations.

PERIODICALS
USPS 688-800



