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K-12 education is Wisconsin’s 
leading public service.  The 

state’s 422 K-12 school districts 
educate more than 850,000 children 
each year.

Moreover, state residents devote 
larger shares of their local and state 
tax dollars to schools than to any 
other program.  In 2015-16, they 
paid $4.9 billion, or 46% of their lo-
cal property taxes to school districts.  
And, the state spent $5.2 billion of 
income and sales taxes on various 
forms of school aid.

Not only is Wisconsin’s tax 
commitment to schools significant, 
the way these monies are distributed 
among schools is complicated.  With 
so much money at stake, a basic 
understanding of how schools are 

funded and where they spend their 
money is essential.  

SOURCES OF REVENUE 
Wisconsin schools are funded 

with a combination of local, state, 
and federal taxes.  The amount of 
each is determined largely by stu-
dent and district characteristics, and  
district  property wealth.

Local Revenues
School revenues generated lo-

cally are mostly property taxes.  Only 
about 3% of district revenues come 
from student fees, ticket sales, etc.  
The primary local revenue source—
property taxes—comprises 43% 
of total statewide school revenues 
(see Figure 1, page 2).  In 2015-16 
(2016), school taxes accounted for 

$4.9 billion of the total $10.6 billion 
property tax levy.

State Revenues
The other major source of reve-

nue is state aid, which averages 40% 
of all district revenue and comes in 
two forms.  General (or equalization) 
aids can be used for any educational 
purpose and are the largest of the 
two.  The state sent school districts 
$4.5 billion in general aids last year.   

Categorical aids, the other type 
of state support, totalled $752 mil-
lion, or 7% of all school revenues in 
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2016.  Distributed based on student or district charac-
teristics, they typically must be spent in specific areas, 
such as special education or transportation.  

A relatively new categorical, created in the 2011-
13 state budget, is per pupil aid.  Unlike most other 
categorical aids, these dollars are like general aids in 
that they can be spent for any educational purpose. 

Federal Revenues
Federal aid to Wisconsin schools comprises 7% 

of statewide revenues but smaller percentages in most 
districts.  Federal programs help fund, among oth-
ers: special education; high-poverty schools; teacher 
training; English as a second language programs; and 
Native American students.  Milwaukee is a leading 
recipient of federal money.

Revenues Vary by District
While statewide averages are instructive, they 

mask large variations at the local level.  The reasons 
are twofold.  First, state general aid rises as property 
values decline.  Second, categorical aids vary based 
on student characteristics.  

Property Values and General Aid.  The state equal-
ization formula (which determines general aids) is 

Figure 1:  How Are Wisconsin Schools Funded?
Pct. of Total By Revenue Source, Statewide (right) and Two Sample Districts (left), 2014-15

designed to provide more general aid to property-poor 
districts and less to property-rich ones.  A property-
poor district is one in which the amount of taxable 
property per student is low.  By doing this, the formula 
helps generate similar school property tax rates among 
districts with about the same per student spending.
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The stateline Beloit and suburban Cedarburg dis-
tricts, each with about $10,400 of “aidable” costs per 
pupil, illustrate how the general aid formula works.  
In 2015, “property-rich” Cedarburg had $725,000 per 
student in property value and received less than $3,000 
per student ($8.7 million total) in general aids.  By 
contrast, “property-poor” Beloit had only $163,000 
of taxable property per student and received $8,540 
per student ($63.6 million total) in general school aid.  

On a per student basis, Beloit’s property values 
were 77% less than Cedarburg’s, which largely 
explains why it received 189% more state aid.  As 
a result, general aids were 64% of school revenues 
in Beloit, but just 25% in Cedarburg (see Figure 1, 
page 2, left).  

Under Wisconsin’s approach to school finance, 
nearly all spending not funded by state or federal aid 
is paid for with local property taxes.  Since state cat-
egorical and federal aids are generally a small share of 
school revenues, districts receiving little general aid 
must rely more on property taxes than those receiving 
more.  In the prior example, property taxes were 63% 
of Cedarburg’s total revenues, but only 15% of Beloit’s.

Student Characteristics and Aid.  Other than 
property value, student and district characteristics 
are a second factor affecting the school revenue mix.  
Districts with high levels of poverty, more disabled 
students, or above average transportation costs receive 
more state categorical and federal aids than other dis-
tricts.  Compared to Cedarburg, Beloit has higher per-
centages of disabled students and students in poverty, 
so categorical aids (8% vs. 5%) and federal aid (12% 
vs. 3%) account for larger shares of revenue there.

Revenue Trends
Figure 1 provides a snapshot of school revenues.  

However, school finance in Wisconsin is ever-chang-
ing, making it is useful to review how these revenues 
have shifted over time.

General Aids Fall, Rebound.  Probably the biggest 
shift in school funding has been the fluctuations in 
general aids, which increased every year until 2010.  
With a large state budget deficit, general aids were 
reduced $147 million in 2010 to $4.65 billion.  That 
put them below the $4.72 billion doled out in 2007 
(see Figure 2).

General aids were again cut in 2012, this time by 
$391 million.  Statewide, districts absorbed nearly all of 
the cuts by reducing benefit costs through 2011 Act 10.   

Since 2012, general aids have grown most years, 
albeit slowly.  During 2012-16, they rose 5.0%, or an 
average of 1.2% per year, to $4.48 billion.

 New Aids Drive Categorical Growth.  Though 
much smaller than general aids, categorical aids 
increased faster than general aids during 2007-16.  
While the latter were lower in 2016 than in 2007, 
categorical aids rose 31.5% during this period (dashed 
line in Figure 2).  However, not all districts benefitted 
equally from these gains.

Most of the increase was from creation of new 
aid programs, such as high-cost special education, 
high-cost transportation, sparsity aid, and per pupil 
aid.  With the exception of the per pupil payment, 
these aids are distributed only to qualifying districts.  
Districts ineligible for the new programs often saw 
little change in their categorical aids.

For example, consider four of the largest categori-
cal programs:  general transportation, SAGE (small 
class sizes), library aid, and special education (exclud-
ing “high cost” special education).  Combined, they 
accounted for 84% of categorical aid in 2009.  Since 
then, the first three have all been cut, while special 
education (the largest appropriation) has remained 
unchanged.   

School Levies Rise, Flatten.  With general school 
aids relatively flat and then declining during 2007-11, 
school property taxes rose 23.9%, or an average of 
5.5% per year.  The increase is not surprising because, 
as shown on page four, state-imposed revenue limits 
tie school levies to changes in general aids.  When 
aids remain unchanged or are cut, taxes tend to rise.

Figure 2:  School Funding Shifts From State to Local
Trends in State School Aids and School Levies, 2007-16
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Since 2011, state law has greatly restricted rev-
enue limit increases, resulting in modest school levy 
growth.  During 2011-16, levies rose just 3.4%, or an 
average of 0.8% annually.

STATE CONTROL:  REVENUE LIMITS
The basic building blocks of school funding—

property taxes, state aid, and federal funds—are fairly 
understandable; it is how they fit together that often 
confuses.  Since 1994, school levies have been linked 
to general school aids through state revenue limits.  If 
aid rises, school levies are apt to fall, and vice-versa.  
Thus, while lawmakers directly control state aids, the 
revenue limit law allows them to indirectly control 
local levies as well. 

Background
Facing public outcry over rapidly-rising property 

taxes during the late 1980s and early 1990s—school 
levies were climbing an average of 9% per year—
Wisconsin lawmakers created revenue limits to slow 
levy growth.  Implemented in 1994, the law indirectly 
limits school property tax growth by capping increases 
in the combination of school levies and state general 
aids.  

By providing two ways to control school property 
taxes, revenue limits gave state lawmakers near total 
control over school revenues, other than those from 
Washington.  First, in each biennial state budget, 
lawmakers determine the amount by which the limits 
will increase each year.  In general, small allowable 
increases in limits mean smaller school levy increases.

Second, lawmakers determine changes in aid.  Be-
cause growth in the sum of aids and levies is capped, 
large increases in general aid mean school districts can 
levy fewer property taxes to “fill” their revenue limits. 

A simple example helps.  Suppose the total rev-
enue limit is $200, comprised of $100 in state aids 

and $100 in property taxes.  Lawmakers want to keep 
school levy increases below 2% ($2 increase on a 
$100 levy.  

One way to accomplish this is to allow the limits 
to rise $4 (or 2% on the $200 total) to $204 while 
simultaneously adding $2 to state aids.  With aids 
now at $102, schools raise their levies $2 (or 2% of 
their current $100) to fill the $204 revenue limit, and 
lawmakers accomplish their goal.

However, suppose the state budget is tight and 
lawmakers leave aids unchanged at $100.  Now, if 
the limits rise $4, the entire increase is funded with 
property taxes, which climb 4% ($4/$100).  Instead, 
to meet their 2% levy-increase goal, lawmakers al-
low a smaller $2 bump in revenue limits.  With aids 
unchanged, the entire increase is funded with property 
taxes, and school levies rise 2% ($2/$100).

To reiterate:  Lawmakers can control school levies 
(1) by changing general aid or (2) by changing allow-
able increases in revenue limits (or both).

Allowable Increase History   
The revenue-limit law originally allowed for in-

flationary increases.  In 1994, districts were allowed 
to add to their per student revenue limit $190.  For 
the average district, this amounted to an inflationary 
3.4% increase (see Figure 3).  By 2009, the allowable 
increase was $275 per student, but that was only 2.9% 
for the average district.

The interplay between allowable increases, state 
aid, and school taxes became more clear beginning in 
2010.  Faced with an impending deficit in the 2009-11 
state budget, the governor and legislature cut 2010 
school aids.  Had they continued to allow inflationary 
increases in revenue limits, school levies would have 
increased 8% or more.  To lessen this tax bump, law-
makers reduced allowable increases in both 2010 and 
2011 to $200 per student.  Rather than a 3% revenue 
cap increase, districts were allowed just 2%, and the 
rise in school levies was limited to 6%.

The large revenue limit cut in 2012 was soft-
ened by savings from Act 10.  In subsequent years, 
increases have been less than 1% for the average 
district.  In both 2016 and 2017, districts are allowed 
no statutory increase in their limits.

LOCAL CONTROL:  REFERENDA
While the state determines, at least indirectly, 

nearly all non-federal school revenues, some local 
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Figure 3:  Lawmakers Restrict Growth in Revenue Limits
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control remains through referenda.  If district officials 
want to exceed state-imposed limits, they can seek 
voter approval by referendum.   

Among 424 school districts in 2015-16, 324 had 
gone to referendum at least once to exceed the limits; 
of those, 244 have approved at least one referendum.

BECOMING MORE EQUAL?
A district’s current revenue limit is always tied 

to its prior year’s limit; adjustments are made for 
state-allowed increases, changing enrollment, and 
local referenda.  Since limits in 2016 are tied to those 
in 2015, 2015 to 2014, and so forth, current revenue 
limits are ultimately based on the original 1994 limits.

Districts that were frugal then—and spent less 
per student—often have below-average limits today.  
On the other hand, high-spending in 1994 continue 
to have more money to spend per pupil. 

The gap between the highest and lowest spending 
districts has narrowed.  In 1994, revenue caps per 
student were at least 5% below the state average in 
nearly two-fifths of districts (left blue bar in Figure 4).  
In fact, about one in five had limits more than 10% 
below average.  At the other end of the spectrum, per 
student caps were more than 5% above average in 
almost 30% of districts (right blue bar in Figure 4).  

Today, the share of districts with limits within 
5% of the state average has grown significantly, from 
32.8% in 1994 to 42.8% in 2016.  Much of that shift 
has come from “below;” the share of districts with 
limits more than 5% below average dropped from 
37.6% to 28.2%.  In other words, revenue limits have 
pushed per pupil spending across districts closer to-
gether compared to the 1990s.

SCHOOL SPENDING
Regardless of the source of their revenue, school 

district spending is more alike than different.  

Education is Labor Intensive
By far, the largest district expense is compensation 

for employees.  In 2015, compensation for all employ-
ees—teachers, administrators, aides, maintenance work-
ers, and so on—accounted for 70% of spending.  Almost 
half of all spending was on salaries (see Figure 5), while 
21% was for benefits (mostly pension, social security, 
and health insurance).  Compensation (salaries and 
benefits) specifically for teachers and their classroom 
aides comprised about half (49%) of all school spending. 

Most districts have some debt to repay.  They bor-
row to build new schools, replace inefficient heating 
and air conditioning systems, or redo roofs, among 
others.  Debt costs averaged 6% of district spending.

Compensation and debt aside, the remaining quar-
ter of school spending was for educational materials, 
utilities, contracted services, and other district costs. 

Act 10 Impacts.  Generally, how spending breaks 
out does not shift much over time.  However, 2011 
Act 10 reduced the amount school districts spend on 
employee benefits.  Prior to 2011, benefit costs were 
driven largely by union contracts, the state’s media-
tion/arbitration law, and a part of the revenue-limit 
law that limited changes to benefits.  Act 10 required 
school employees to pay half of their pension costs, 
and eliminated benefits as a subject of collective 
bargaining.  This made it easier for districts to “shop” 
and potentially change health insurance providers, and 
to increase employee co-pays and premium sharing.
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The impact of this change is apparent when 2011 
spending figures (before Act 10) are compared with 
those in 2015.  In 2011, compensation averaged 74% 
of school spending, compared to 70% now.  Employee 
benefits were 26% of costs then, 21% now.

Spending by Area
A second way to examine expenditures is by catego-

ry.  These spending categories are closely aligned with 
those districts use to report their finances to the state.  
In 2015, districts statewide spent nearly $11 billion.  

Instruction.  Of that, instruction claims the major-
ity of the money that is spent.  In 2014-15, 57% of 
school spending was for instruction.  This includes 
salaries and benefits for teachers and their aides, text-
books, equipment (such as microscopes for science 
classes or tools for shop classes), and other materials 
needed in the classroom.

Compensation for teachers and aides accounted 
for 85% of instructional spending.

Building and Grounds.  School districts also need 
to maintain school buildings, athletic fields, and park-
ing lots, among others.  In 2015, facility expenditures 
accounted for 10% of all spending and were the sec-
ond largest spending category.

Administration.  The cost of school district admin-
istration includes salaries and benefits for administra-

tors, but also compensation for their assistants and 
other office costs.  In 2015, 7% of school expenditures 
went towards administration.

Capital Costs.  As mentioned, debt service was 
6% of school spending in 2015.  These costs repre-
sent annual payments on borrowing for large capital 
projects.  Rather than borrow, some districts set aside 
money annually for major capital items, and then use 
the accumulated funds when needed.  

Combined, these two kinds of spending on large 
capital items accounted for 7% of 2015 spending, a 
share that varies widely by district.  Some districts are 
debt free, while others may have relatively large debt 
obligations due to recent building projects.  

Instructional Support.  Another 5% of school 
spending was for instructional support.  About 40% 
of this is for staff training, curriculum development, 
and instructional improvement.  Another 40% is for 
library services, with the remaining 20% for supervi-
sion and coordination of athletics, special education, 
vocational education, and other smaller programs.

Pupil Services.  Pupil services include guidance 
counselors, nurses, and professionals with expertise 
in speech, audiology, and other physical disabilities.  
This area accounted for 4% of school spending in 2015.

Transportation.  Districts bus students to and 
from school and also transport them to and from 
co-curricular activities.  These costs vary widely de-
pending on the size of the district and distances to and 
from co-curricular events.  On average, transportation 
accounted for 4% of district spending in 2015.

Trends
Since state aids and property taxes comprise 

90% of school revenues, and revenue limits (again, 
the combination of state general aid and property 

taxes) have been tightened in recent years, growth 
in school spending per student has slowed.

During 2006-11, per student spending in 
Wisconsin rose an average of 3.5% per year, 
from $10,642 to $12,660 (see Figure 7, page 
7).  In two of those years, spending per student 
rose 4% or more.

The 2012 cut in revenue limits (see page 
4) forced school districts to reduce spending.  It 

dropped 6.2% that year and another 0.1% in 2013.  
Not all districts were able to generate benefit savings 
from 2011 Act 10 immediately as some school em-
ployees were still covered by union contracts.  Most 
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Figure 6: 
  Less Than 60% of School Spending is Instruction

School District Spending by Category, 2014-15
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of these districts reduced spending in 2013.
In 2013 and 2014, school spending rose 1.1% and 

2.2%, respectively.  However, statewide spending 
remains below the 2011 peak.

National Comparisons
Wisconsin has traditionally spent more than the 

average state on K-12 education.  In 2000, spending 
per student here was nearly 13% above the U.S. aver-
age (see Figure 8) and 10th highest among the states.  
In each of the next five years, spending here was at 
least 11% above average.

However, during 2005-08, per student spending 
nationally rose 17.9%  (an average of 5.6% per year), 
but just 9.6% here (3.1% annual average).  By 2008, 
Wisconsin spent 4.1% more than the average.

Other states responded to the 2007-09 recession 
differently than Wisconsin.  Elsewhere, spending cuts 
occurred during and just after the downturn.  Wisconsin 
used federal stimulus dollars to supplement school aids, 
so spending continued to rise.  By 2011, Wisconsin was 
spending 11.5% more than the U.S. average.

The 2012 revenue limit cut combined with sub-
sequent tightening of revenue limits have pushed 
Wisconsin spending closer to the national average.  
In 2014, the state was just 1.4% above average.

Much of the move toward the national norm was 
due to reduced benefit costs.  In 2011, benefits costs 
in Wisconsin were 52% above the U.S. average; they 
had been as high as 61% above average in prior years.  
With 2011 Act 10, these costs fell to 23% above aver-
age in 2012 and to 12% above average by 2014.  

NEW LAWS COMPLICATE FINANCE
At least two recent changes in school funding  

have complicated—some say unnecessarily—school 

finance in Wisconsin.
First, as previously discussed, lawmakers added 

a per pupil categorical aid that, like general aids, 
can be spent on any educational purpose.  Unlike 
general aid, however, this per pupil money is outside 
revenue limits.  Now, discussion of revenue limits 
needs to include reference to this aid program, 
adding another layer of possible confusion for the 
average resident.

More recently, the state expanded its private 
school choice program.  The expansion was originally 
funded with a separate state appropriation.  However, 
the 2015-17 state budget shifted the funding to the 
general aid appropriation.  Moreover, districts count, 
for both revenue limit and state general aid purposes, 
Choice students attending private schools.

What was once a straightforward question—how 
much is state general aid rising—is now more com-
plicated.  For example, the state appropriated $4.493 
billion in general aid in 2016 and $4.600 billion in 
2017.  Prior to 2016, the answer to the above ques-
tion would be: general aids increased $107 million.  
However, to pay for private school choice, the state 
is deducting $25.5 million from state aid to districts 
with these students.  Thus, public schools do not re-
ceive the full $107 million increase, but only $81.5 
million of the increase.  If the private school choice 
programs grows, discussion of school finance will 
only become more difficult. o
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WISTAX NOTES

   State Tax Collections Slow.  Wisconsin general 
fund tax collections rose 3.8% in fiscal 2016 (July 1, 2015-
June 30, 2016), from $14.5 billion to $15.1 billion (see 
chart).  The increase was less than the 4.3% growth in fis-
cal 2015, and collections were $110 million less than the 
amount budgeted last June.  

Among major state taxes, those on individual income 
rose the most (5.7%).  Individual income taxes comprise 
51% of general fund taxes.  The state’s second largest tax, 
the sales tax, rose 3.5%.  After rising for six consecutive 
years, volatile corporate income taxes dropped 4.2% last year.

For the first three months of fiscal 2017, total general 
fund collections were up just 1.4% over the same period last 
year.  In January, state officials projected a 3.2% increase 
in tax collections for  fiscal 2017. 
   Aging and the Economy.  A new study finds that 

increases in the share of a state’s population ages 60 or 
older reduces growth in per capita GDP (total output).  
Researchers from Harvard and RAND Corporation 
attribute one-third of the reduction in GDP growth to 
slower labor force expansion and two-thirds to declines 
in productivity.

If accurate, the findings have implications for Wiscon-
sin’s economy over the next 15 years.  During that time, the 
state’s 60-or-older population is expected to grow from 22% 
to 29% of the total.  This will reduce per capita GDP growth 
an average of 0.7% per year.  During 2010-15, Wisconsin’s 
GDP per capita rose an average of 3.5% per year.
   Net Migration Improves.  While Wisconsin con-

tinued to lose more people than it gained from migration, 
its net loss was smaller in 2015 than in 2014.  Last year, 
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7,542 more people moved out of Wisconsin than moved 
in, according to new figures from the Internal Revenue 
Service.  In the prior year, that figure was 10,449.

As in 2014, Wisconsin’s largest net losses were to 
Florida, Texas, and Arizona, likely the result of retirees 
moving to warmer climates.  Among neighboring states, 
Wisconsin gained 3,248 residents from Illinois, 174 from 
Michigan, and 49 from Iowa.  Net, the state lost 780 resi-
dents to Minnesota.   o 


