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Introduction

Wisconsin is a high performance state known for its productive capacity as well as its vigorous 
commitment to quality of life investments. But our state now faces a major challenge: weathering the 
national fiscal crisis in a way that protects vital services and infrastructure so communities are positioned 
to rebuild the economy. 

Future business growth requires a network of effective public structures — an efficient justice 
system to enforce contracts, well-maintained roads for truck deliveries, good schools that prepare skilled 
employees and strong communities to attract talented entrepreneurs.

Even before the recent economic crash, state and local governments faced financial difficulties.  
Revenues have fallen short of what it takes to maintain state and local operations. This shortfall has 
resulted in budget cuts at every level of government. Schools are starved for funds; basic transportation 
infrastructure — from buses to bridges — suffers from underinvestment; the public health and justice 
systems are strained beyond limits; and social needs are increasing as the recession deepens. 

The state revenue shortfall has reached a critical level–there is an estimated state deficit of $5 billion 
going into the 2009-2011 budget process.    

Caught between increasing needs and stagnant revenues, Wisconsin faces difficult choices. There 
is a search for greater efficiencies in public institutions, but there are limits to what this can accomplish 
without harming essential services.

Wisconsin is not a high cost state for state and local government. It does not have a large state and 
local civil service. U.S. Census Bureau data show that Wisconsin ranks 42nd among the states in terms 
of public employees relative to population. Wisconsin ranks 21st among the states in revenue collected 
for state and local government — taxes and fees — as a percent of total income, according to Census 
Bureau data. This means that Wisconsin is in the middle ground among the states in what is collected from 
citizens to support state and local institutions.

Thus, it is necessary to examine the revenue side of the equation and find additional funds so 
communities have systems in place to surmount the current crisis, strengthening economic and social 
security for all citizens.  

This catalog of tax reform options looks at a broad array of ways to increase revenue — not just 
raising taxes. Options include more effective ways of collecting taxes that are owed but not paid. Other 
proposals close loopholes that now allow select entities to manipulate the system.

There is no specific item in this catalog that is being endorsed by itself.  However, a subset of these 
revenue options is necessary for a balanced approach to addressing the deficit while preserving vital 
public services and infrastructure.

Can Wisconsin afford to generate additional revenue for state and local government? The simple 
— and accurate — answer is: Can Wisconsin afford not to? Generations of Wisconsin’s people worked 
hard to create a state where families and businesses could flourish. It is crucial that the decisions we make 
regarding the state budget protect this heritage and move it forward for the future.
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Catalog Overview

The tables that follow detail a number of options for increasing revenue to Wisconsin’s state and local 
governments. There are five categories: sales taxes; miscellaneous taxes; individual income tax; business 
taxes; and transportation taxes.

Each table includes four columns. The first column summarizes the possible tax law reform. The 
second column summarizes who would most directly be affected by the change.

The third column summarizes the “distributional effects” in terms of the standard distinction between 
progressive and regressive. A progressive tax is one in which the tax rate increases as the amount to be 
taxed increases. Thus a progressive tax bears more heavily on taxpayers with higher income and more 
lightly on taxpayers with lower income. For example, an income tax that taxes high-income taxpayers at 
10% and low-income taxpayers at 1% would be progressive. A regressive tax is the opposite: it falls more 
heavily on those with lower incomes. A tax that is neither progressive nor regressive is often called a flat or 
a proportional tax.

The fourth column estimates the annual fiscal impact of the change. These estimates are based on 
the most recent available data, primarily from government sources, which generally do not reflect very 
recent changes in the economy. The estimated impact assumes full implementation of the tax reform, 
which in some cases might take more than one year.
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s b
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 d
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 d
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 b
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 c
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 c
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 c
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 c
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 o
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x r
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 d
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 d
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 c
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, l
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 p
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 c
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, c
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s c
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 c
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 c
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 o
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 m
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 p
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m
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 c
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 re
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 c
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 p
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ra
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, c
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s c
re

at
es

 in
ce

nt
iv

es
 

to
 a

vo
id

 p
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 c
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 m
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 p
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 p
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 c
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 p
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 c
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at
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, d
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 p
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 o
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re
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 b
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r f
or

 w
hi

ch
 5

0%
 o

r m
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 c
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 b
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 re
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 d
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 b
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 d
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 D
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 d
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s c
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) d
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 p
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 c
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 D
O

R.

Co
rp

or
at

io
ns

 th
at

 a
vo

id
 W

is
co

ns
in

 ta
x 

by
 sh

ift
in

g 
in
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at
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 c
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 p
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 c
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 d
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r d

iv
id

en
ds

 
re

ce
iv

ed
 fr

om
 su

bs
id

ia
ry

 a
nd

 lo
w

er
s i

ts
 W

is
co

ns
in

 ta
x 

th
ro

ug
h 

de
du

ct
io

ns
 fo

r p
ay

m
en

ts
 m

ad
e 

to
 th

e 
su

bs
id

ia
ry

. 
Sm

al
l, 

si
ng

le
-e

nt
ity

 c
or

po
ra

tio
ns

 w
ou

ld
 n

ot
 b

e 
aff

ec
te

d.

H
ig

hl
y 

pr
og

re
ss

iv
e

U
nk

no
w

n 
—

 p
ro

ba
bl

y 
le

ss
 th

an
 

$1
0 

m
ill

io
n 

fo
r a

ny
 p

ar
tic

ul
ar

 ta
x 

av
oi

da
nc

e 
st

ra
te

gy
.

El
im

in
at

e 
th

e 
do

m
es

tic
 p

ro
du

ct
io

n 
de

du
ct

io
n.

Co
ng

re
ss

 c
re

at
ed

 th
is

 c
or

po
ra

te
 ta

x 
de

du
ct

io
n 

in
 2

00
4,

 a
nd

 it
 is

 b
ei

ng
 p
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Sources

All information is based on the most recent available data, primarily from government sources. Sources used include:

Center on Budget and Policy Priorities: States Can Opt Out of the Costly and Ineffective Domestic Production Deduction  
Corporate Tax Break 2008

U.S. Bureau of Labor Statistics: Consumer Expenditure Survey, 2006

U.S. Bureau of the Census: 2002 Economic Census

Wisconsin Department of Revenue: Various reports, including:
Summary of Tax Exemption Devices, 2007 
Tax Incidence Study, 2004 
The Wisconsin Corporate Income and Franchise Taxes, August 25, 2006

Wisconsin Legislative Fiscal Bureau: Various reports, including:
Comparative Summary of Budget Recommendations: Governor and Joint Committee on Finance FY2009 
Comparative Summary of Budget Adjustment Provisions, 2007 Wisconsin Act 226, June 10, 2008 
Comparative Summary of Budget Provisions Enacted as 2005 Act 25, October 2005 
Letter to Senator Mark Miller, Senate Chair, and Representative Kitty Rhoades, Assembly Chair, Joint Committee  
on Finance, Feb. 13, 2008

	 Revenue estimate for FY2009

	 Summary of Budget Provisions, 2007 Wisconsin Act 20, December 2007
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