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Breaking the Cookie Jar: A briefing on municipal finances
What are the mechanics, how has municipal finance changed in the wake of the new
budget, and what does it all mean?
Presented by Dan Thompson, Executive Director, Wisconsin League of Municipalities
The most complete source of information on municipal finance in Wisconsin comes from
Municipal Financial Report Forms filed with the Wisconsin Department of Revenue (DOR)
pursuant to sec. 73.10, Wis. Stats. DOR compiles the data in its annual report “County and
Municipal Revenues and Expenditures”. The report is 280 pages full of data about every city,
village, town, and county in the state—except the occasional local government that fails to
submit its form. The 2010 report is available on DOR’s website at:
http://www.revenue.wi.gov/slf/cotvc/cmreb10.pdf
I have attached the first six pages of the most recent DOR report as Appendix A. The summary
chart appears on the last page of Appendix A. It shows revenues in 16 categories and
expenditures in 19 categories. I have excluded the data on counties and towns and combined a
few categories to produce Table One.
TABLE ONE
2010 Revenues in millions of dollars:
Property taxes
$
Other taxes
Special assessments
Licenses & permits
Fines & penalties
Service fees, public
Service fees, intergovernmental
Miscellaneous
Federal aids
State shared revenue
State road aids
Other state aids
Sale of bonds & fixed assets
Total

$

cities

villages

1,943
77
37
81
45
307
211
172
148
627
165
186
1,736

$

505
21
9
19
11
58
21
45
9
78
49
39
304

5,735

$

1,170*

Combined Total

$

1

6,905

2010 Expenditures in millions of dollars:
Police
$
Fire & ambulance
911 & other public safety
Streets
Other transportation
Solid waste
Sanitary sewer
Parks & recreation
Libraries & cultural facilities
Conservation & development
Health
General government
Debt service
Other
Total

$

cities

villages

912
541
85
712
55
157
53
182
215
297
81
548
1,120
636

$

160
116
12
199
2
42
22
54
36
63
6
112
239
71

5,593

$

1,135*

Combined Total

$

Surplus of Revenue over Expenditures:
$
%

cities
142
2.5

6,728

villages
$
%

35
3.1

*The column does not total due to rounding.
Table One gives us the big picture of municipal finance. In 2010, Wisconsin cities and villages,
collected about $6.9 billion and spent about $6.7 billion. Unlike the federal government and
many state governments, our municipal books actually balance—with a modest surplus in
reserve for emergencies. That’s responsible budgeting.
But Table One contains several small and obscure categories of revenue and expense. We can
get a simpler picture, and in some ways a clearer picture, of how municipalities operate by
combining revenues into four main categories and expenditures into five, as shown on Table
Two.
TABLE TWO
2010 Revenues in millions of dollars:
Taxes
$
Other local revenue
State and federal aids
Sale of bonds & fixed assets
Total

$

cities

villages

2,020
853
1,126
1,736

$

526
163
175
304

5,735

$

1,170*
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2010 Expenditures in millions of dollars:

cities

villages

Public safety
Public works
Other public services
General government
Debt service

$

1,538
1,159
593
548
1,756

$

288
319
105
112
310

Total

$

5,593*

$

1,135*

*The column does not total due to rounding.
Most of the categories are obvious.
“Taxes” for municipalities in Wisconsin means almost exclusively the property tax. “Other local
revenue” is mostly charges for services, like trash collection, but also includes permit fees, like
liquor licenses, and fines. “State and federal aids” is money recycled back to a community as its
local share of sales and income taxes collected by the state or federal government. “Sale of
Bonds & fixed assets” is money borrowed to fund infrastructure.
“Public safety” is police, fire, and 911 dispatch. “Public works” is mostly street maintenance
and snow plowing, but it also includes trash collection and other jobs requiring heavy lifting or
construction. “Other public services” is primarily libraries but also includes health departments
and other “people” services. “General government” includes all the administrative functions in
city hall, like clerk, treasurer, personnel, legal, assessor, inspectors, and the like.
It is also helpful to look at these revenues and expenditures in percentages, as shown on Table
Three.
TABLE THREE
2010 Revenues in millions of dollars:
Taxes
Other local revenue
State and federal aids
Sale of bonds & fixed assets

cities

villages

35%
15
20
30

45%
14
15
26

27%
21
11
10
31

25%
28
9
10
27

2010 Expenditures in millions of dollars:
Public safety
Public works
Other public services
General government
Debt service

We can draw three basic conclusions from this data.
1. About 80% of city revenue comes from local sources under local control, including taxes,
fees, and bond proceeds. At 85%, villages rely a little more heavily on local revenue.
2. The split between operating budgets and capital budgets for cities is about 70/30 and for
villages about 75/25. Larger communities usually need a more sophisticated capital program, so
they do more with borrowed money. Smaller communities are more likely to set aside funds for
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larger purchases and use a cash method of accounting. Many citizens are surprised to learn that
25% to 30% of the municipal budget is for capital items.
3. In 2010, cities paid about 1.2% more in debt service than the amount of new money
borrowed. Villages paid about 2% more in debt service. Debt service includes both principle
and interest, so it should be a bit higher, but the relative balance between revenues from
borrowing and expenditures for debt service shows great stability in the capital budgets. At least
in 2010, cities and villages basically replaced old debt with new debt without going further in
debt. The data does not, however, answer the more difficult substantive question of whether
municipalities are replacing infrastructure in a timely manner or whether municipalities are
falling behind in infrastructure replacement.
Comparing 2010 to Previous Years
I have attached the DOR summary page from 2000 as Appendix B and condensed that data on
Table Four. For ease of comparison, I have included only city data.
TABLE FOUR
City revenues in millions of dollars:
Taxes
$
Other local revenue
State and federal aids
Operating Revenues
Sale of bonds & fixed assets
Total Revenues

$

City expenditures in millions of dollars:
Public safety
$
Public works
Other public services
General government
Operating Expenditures
Debt service
Total Expenditures

$

2000

2010

1,232
673
1,053
2,958

2,020
853
1,126
3,999

659

1,736

3,617

5,735

2000

2010

1,084
1,025
472
344
2,924

1,538
1,159
593
548
3,837

678

1,756

3,602*

5,593

% increase
64%
28
7
35
163
59%
42%
12
27
60
31%
159
55%

*The column does not total due to rounding.
Overall revenues and expenditures went up 55% to 60% in the past decade.
On the revenue side, in 2000, cities received 29% of their total revenue from state and federal
aids. By 2010, support from state and federal aid dropped to 20% of total revenue. Taxes went
up about twice as fast as operating expenditures over the decade.
On the expenditure side, operating budgets increased 31%. The biggest dollar increase was $454
million more for public safety. Spending on public works increased only $134 million by
comparison. When funds are scarce, local officials tend to cut back on maintenance rather than
police and fire budgets.
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The most dramatic change appeared in the capital budget, with borrowing and spending up 160%
over the decade. Debt service costs also increased substantially for villages from $134 million in
2000 to $310 million in 2010—a jump of 131%.
In 2000 cities had total general obligation debt of $2.8 billion. By 2010, the number was $4.5
billion. The 61% G.O. debt increase for cities over the decade seems large, but it actually tracks
closely with the increase in total taxable property values in cities. In 2000 cities had total taxable
property value of $137 billion. By 2010 total taxable property values in cities grew to $225
billion, an increase of 64%. The debt/tax base ratio in 2010 for all cities combined was 4.5/225,
or just about 2%. The constitutional debt limit for cities is 5% and financial advisors generally
recommend maintaining a debt/tax base ratio of about 2.5%. If the ratio for a city goes over 4%,
bond ratings may be downgraded and the cost of capital borrowing may increase a fraction.
Trends in Municipal Finance
In July 2006 I wrote a column entitled “Two Trends in Municipal Finance”. A copy is attached
as Appendix C. I observed that two state financial trends were putting a major squeeze on home
owners.
Trend One: In 1970, homeowners paid 50.6% of all property taxes. By 2003, the share for
homeowners was up to 69.2%. This happened primarily because the state legislature took big
chunks of business property off the tax rolls in the 1970s and big chunks of farm land off the tax
rolls in the 1990s. Wisconsin’s manufacturing base also suffered in those years.
Trend Two: State and federal aid payments to municipalities have been stagnate since 1996
when the governor and the legislature promised to pay two-thirds of the cost of K-12 education
without raising taxes. This promise consumed all state revenue growth that might otherwise
have funded inflationary increases in shared revenues and other state programs, like support for
the UW system. As a result, municipal officials were forced to rely more heavily on local
revenues after 1996.
In my column in Appendix C, I cite Information Paper #13 prepared by the Legislative Fiscal
Bureau (LFB). You can see the 2011 update of the Paper #13 at:
http://legis.wisconsin.gov/lfb/publications/InformationalPapers/Documents/2011/13_Property%20Tax%20Level%20in%20Wisconsin.pdf
I used LFB Paper #13 to compare growth in total property tax payments with the share paid by
homeowners in Table Five.
TABLE FIVE
Net Property Tax by Type of Taxpayer in millions of dollars:
1970
Residential

$

All Other
Total

526

$

513
$

1,039

$

2009

% increase

6,355

1,108%

2,750

436%

9,105

776%

Notice here that we are talking about all property taxes combined, including municipal, school
district, county, VTAE districts, and the state forestry tax. Total property taxes increased almost
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eight-fold in 39 years. The amount paid by homeowners increased more than eleven-fold over
the same period. All other property owners, as a group, saw their bills go up more than fourfold.
Because city and village officials collect property taxes for all taxing jurisdictions, homeowners
often blame city and village officials for escalating property tax payments, regardless of the
underlying causes.
Impacts of Act 10 and the 2011-13 State Budget
The cost of K-12 education in Wisconsin for the 2008-09 school year was $10.6 billion. For
2011-12 the total will probably be about $11 billion. This is a huge number compared to total
state general fund tax collections in FY 2009-10 of $12.1 billion, including $6.9 billion in
income taxes and $4 billion in sales taxes. As a result, state policies for funding K-12 education
drive most other matters of state and local finance.
Gov. Walker’s decision to cut K-12 school aids from $5.272 billion in 2010-11 to $4.845 billion
in 2011-12 was the single biggest financial action in the state budget. By rejecting the
Thompson/ Doyle promise to fund two-thirds of the cost of K-12 education, Gov. Walker
reduced pressure on other parts of the budget, including shared revenues.
The impact of Act 10 and the 2011-13 state budget on municipal budgets will be far less than the
impact on K-12 budgets. While nearly all school districts have a unionized workforce, many
small cities and villages do not, so the Act 10 changes will help them very little. And in our
larger communities, about half the workforce is public safety and exempt from Act 10.
Our first analyses of Act 10 and the state budget appeared on April 6, 2011. I have attached a
copy of the press release at Appendix D. Our research suggested that the changes in Act 10
would save the 36 largest cities in Wisconsin about $30 million in 2012. Extrapolating that data
to all cities and villages suggests 2012 savings in the range of $70 to $90 million. But the state
budget also cut funding for cities and villages by about $117 million, which means municipal
savings from Act 10 will not flow through to property taxpayers. Instead, the savings will accrue
to the state and help reduce the state’s budget deficit.
As a result of off-setting cuts and savings, I suspect that Act 10 and the state budget bill
combined will have a negative financial impact on cities and villages in the range of $20 to $40
million in 2012. While this may sound like a lot, it represents only one-half percent of the $6.8
billion that cities and villages will spend in 2012. I doubt that citizens will notice any impact.
The biggest impact of Act 10 on cities and villages may be the end of union work rules for
civilian employees in our larger communities. Sound management decisions will allow us to
introduce efficiencies that were very difficult to negotiate with labor unions. Under the best of
circumstances, changing our work practices will take a few years to implement. And again, I
expect the overall savings will be modest, probably in the range of a few percentage points, at
best.
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A Tale of Three Cities
Statewide data is important to get the big picture, but it doesn’t tell us much about municipal
finance in actual communities. To tell that story, we need real examples. Let’s start with three
cities—Fitchburg, Neenah, and Superior—each with about 25,000 people.
These three communities reflect the range of personal wealth among Wisconsin cities.

Fitchburg
Neenah
Superior

Income/
Tax Return

Property Value
per Capita

$ 68,673
54,626
36,234

$ 106,568
74,372
60,590

[Source of this chart and the following two: Wisconsin Taxpayers Alliance, MunicipalFacts11]
Fitchburg has income per household of almost $69,000. Superior is half that at about $36,000.
Neenah is in the middle at $55,000 per household. The same pattern holds true for property
values. Fitchburg has almost twice as much property value per person as Superior, and Neenah
is in the middle.
Despite the differences in wealth, the cost of providing municipal services is similar.
Net Total Operating Spending per capita
Fitchburg
Neenah
Superior

$ 672
892
914

In 2009, Fitchburg spent $672 per capita on city services. Neenah spent $892 and Superior
$914. Fitchburg is a newer city with newer infrastructure, so it does not have legacy costs from
previous generations. Older cities like Neenah and Superior aren’t so lucky.
Like other cities their size, they spend about the same amount per capita for core municipal
services.

Fitchburg
Neenah
Superior

Police

Fire &
Ambulance

Streets

$ 228
213
229

$ 112
166
140

$ 64
99
157

For the police department, it’s $210 to $230 per capita. For fire and ambulance, it’s $110 to
$170 per capita. For street maintenance, the range is $90 to $160 per capita. With its newer
streets, Fitchburg spends below the normal range.
On the revenue side, the two major sources of money for most cities are local property taxes and
shared revenue payments from the state. The combined total of the two is usually in the range of
$600 to $800 per capita, but the split varies greatly, as our three example cities demonstrate.

Fitchburg

Property Tax
per Capita

Shared Revenue
per Capita

$ 713

$ 24
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Neenah
Superior

599
418

101
314

In 2009, Fitchburg collected $713 per capita in property taxes and received $24 per capita in
shared revenue from the state. Contrast this to Superior, which collected $418 per capita in
property taxes and got $314 in shared revenue. Neenah was in the middle, with $599 in property
taxes and $101 per capita in shared revenue. Note that the three cities are only a few dollars
apart when we combine shared revenues payments and local property taxes.
We also see fairly consistent municipal property tax rates. The net municipal rates in Fitchburg
and Superior are very similar. In Fitchburg, the municipal rate is $7.03/thousand of property
value. In Superior, it’s only four cents higher at $7.07. The rate is about $1.50 higher in Neenah
at $8.54.
Property tax rates tend to be a little lower in newer, wealthier suburban communities like,
Germantown, Muskego, and Pleasant Prairie. Rates tend to be a little higher in older central
cities, like Marshfield, Stevens Point, and Wisconsin Rapids. Again, this probably has to do the
legacy costs, more than anything.
All municipal finance comes down to funding services that our citizens want and need. Those
core operating services cost in the range of $800 to $1,000 per person. Capital projects add
another $400 to $500 per capita. Finding the money to pay for those services, especially in a
difficult economy, is the single biggest challenge facing local officials. Whether the community
is rich or poor, the money has to come from some combination of state funding and local
taxation. There are no magic shortcuts.
What Does It All Mean? The Shrinking Cookie Jar
At the most basic level, municipal finance is simply taking money from our citizens to pay for
public services. As long as people want public services—and can afford to pay for them—
municipal finance is not difficult. The central challenge of municipal finance today is that many
of our citizens cannot afford the public services they want and need.
Terry Ludeman is the retired Director of the Office of Economic Advisors for the Wisconsin
Department of Workforce Development. In May 2009, he addressed the Board of Directors of
the Local Government Institute of Wisconsin. Here are his opening comments:
I’d like to begin today with my list of some things you may not wish to know
about Wisconsin.
1. Wisconsin is generally a low wage state. We think of ourselves as a high wage
state, but of course we’re not. We rank about 31st in average wages at about
$38,200. That compares to $44,600 for the nation. Minnesota ranks about 14th at
about $44,400, while Illinois ranks about eleventh at $47,700.
2. Wisconsin has fairly high median household income, ranking about 18th in the
nation, and slightly higher than the nation. We do that however, by having an
exceptional number of workers per household. We have about 1.4 workers per
household compared to about 1.1 for the nation. Unfortunately, we cannot
maintain that number of workers per household, as it’s based on our current
demographic/age makeup.
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3. Wisconsin has a very low ranking in post-secondary educational attainment.
We rank about 32nd in baccalaureate degrees and 36th in graduate or professional
degrees. We have a fairly high rating in associate degrees – ninth. Perhaps the
most troubling educational statistic is the fact that we rank about 11th in college
students choosing science and engineering as their college majors per statewide
population. Unfortunately, when we get around to counting engineering and
science majors in our workforce, we rank 43rd. This is a bigger problem than we
would like to acknowledge, because as we’ll see, education is a huge predictor of
economic well-being.
4. Wisconsin is growing at a slow pace. We rank about 28th in population growth
over the past couple decades and our annual growth is about 60 percent of the
national population growth rate. We have slow growth in natural growth and in
in-migration growth.
5. Wisconsin is aging at a very fast rate. The reason for this is fairly simple.
About 31 percent of Wisconsin’s population is composed of “baby boomers”,
compared to about 26 percent for the nation.
You can see Terry Ludeman’s full remarks at http://www.localgovinstitute.org/node/75
Study after study finds the same results. In 2010, a large group of Wisconsin businesses and
associations put together an effort called the Wisconsin Prosperity Strategy led by John Torinus,
Chairman of Serigraph, Inc.; Tom Hefty, retired CEO of Blue Cross/Blue Shield; and Tom Still,
President of the Wisconsin Technology Council. The group’s final report was called “Be Bold”.
Here is the opening warning.
The facts speak for themselves:
● The state’s share of national Gross Domestic Product (GDP) dropped from 2.1 percent in
1963 to 1.7 percent in 2008. If Wisconsin had stayed at 2.1 percent, the state GDP would
have been about $300 billion in 2008 instead of the recorded $240 billion.
● Per capita income, which had approached the national average in the 1990s, has dropped
to 6 percent below average. That is a gap from the average of more than $2,000 per
person. Wisconsin ranked 48th in personal income growth over the last three decades.
● Wage levels have dropped to 86 percent of the U.S. average, putting us at about the same
level as Alabama. We have become a low-wage state.
[Be Bold: The Wisconsin Prosperity Strategy, November, 2010, p. 4]
You can see the full report at: http://www.buildingadvantage.org/documents/BE%20BOLD.pdf
The most recent census report contained more bad news from Wisconsin.
Our average age is rising faster than the national average. Wisconsin now has the 16th oldest
population among the 50 states. Maine has the oldest median age at 42.7 years. Wisconsin is
not far behind at 38.5 years.
Wisconsin continues to lag the nation in percent of population over age 25 with a college degree.
In Wisconsin, 26.4% of our residents have a college degree compared to 28.1% nationally.
College graduates here earn about $3,000 less than the national average for workers with a
bachelor’s degree. Wisconsin has one of the largest public university systems in the nation, but
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UW graduates aren’t necessarily staying here, and we are attracting relatively few college
graduates from other states. The results show in the splatter chart and map attached as Appendix
E.
The impact of aging and education show most clearly, however, in the data on income and
earnings. At first glance, our median household income doesn’t look too bad. Wisconsin is still
2.2% above the national average at $50,522. That number is a bit deceiving because Wisconsin
has the highest percentage of two-earner households in America. Our wages are actually 13%
below the national average.
And we are falling further behind other states. Over the past decade, our median income
increased 12.1%, while the national average increase was 17.8%. Only nine states had a slower
growth rate in median income.
The Wisconsin Taxpayers Alliance published a handy summary of the census data in the
November 2011 issue of its newsletter called “Wisconsin’s Most Puzzling Challenge:
Demography”. You can get a copy from the WTA at: www.wistax.org
The data shows that the people of Wisconsin are becoming older, poorer, and less educated.
Older, poorer, and less educated citizens need more services from government, but are less able
to pay for those services. That is the biggest challenge facing municipal officials today in
Wisconsin. It’s the biggest challenge facing state government, K-12 education, and the UW
system, as well.
What does it mean? It means that, over the past three decades, we have experienced a significant
down-sizing of personal wealth in Wisconsin. The loss of personal wealth, in my opinion, is
driven primarily by market forces, not governmental incompetence, but the impact on
government is huge. Citizens themselves are now confronting painful choices between the
public services they want and the public services they can afford.
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