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I n t r o d u c t i o n  

In last year’s Milwaukee County budget brief, we observed how “rare” it was for a County budget to 
have “only one primary story line.” It turns out we were mistaken. This year, we find that the County 
Executive's recommended budget again has one primary story line, and that it again involves the 
vehicle registration fee (VRF). For 2018, a $30 increase in the VRF is the principal strategy to avert 
major service cuts even though it would contradict the results of an advisory referendum last April. 

A slight twist in the 2018 recommended budget is a series of additional fee increases besides the 
VRF, ranging from fare hikes for regular transit users; to new parking fees for parks patrons; to a 
boost in fees for inmate phone calls at the Jail and House of Correction. Together, the VRF increase 
and other new or enhanced fees would generate more than $19 million in 2018, which would wipe 
out nearly two thirds of next year’s $30.9 million structural budget gap. A modest property tax 
increase and another dip into County reserves would erase most of the remainder.  

Whether it is reasonable to reject the VRF referendum results – and to generally ask users of County 
services to shoulder a greater proportion of service costs – will continue to be the key questions 
debated by policymakers in this year’s budget deliberations. As they do so, they will need to 
acknowledge that responsible alternatives are scarce. Because the County lacks authority under 
State law to raise property taxes by more than $5.5 millon – and because its use of the sales tax is 
capped at the existing 0.5% -- the only major deficit reduction option on the revenue side is the VRF 
and other fees. The City of Milwaukee has faced a similar scenario in recent years and has boosted 
its fee collections by more than $50 million (65%) over the past decade.      

Conversely, there are options on the expenditure side, which inevitably would need to include service 
reductions in discretionary areas like parks, culture, and transit. The recommended budget overtly  
rejects such options, and it commendably does not resort to one-time maneuvers like raiding 
reserves or neglecting pension fund obligations. While County supervisors who oppose the VRF 
would be justified in considering real service cuts as an alternative, they similarly should refrain from 
short-term solutions.    

Though the VRF issue is paramount, there are other elements of the recommended budget that 
merit consideration. For example, despite major investments in a new international airport terminal 
and much-needed bus replacements, the recommended capital budget only addresses a fraction of 
the County’s overwhelming infrastructure needs. And, on the operating side, while thoughtful new 
investments are proposed to address opioid challenges and for programs serving delinquent youth, 
the homeless, and persons suffering from mental illness, a perennial hole in the Sheriff’s budget is 
not fully addressed.         

In the pages that follow, we analyze the recommended budget’s priorities and key features 
mentioned above, as well as other elements that are relevant to the County’s immediate and long-
term financial health. Our aim is to promote informed deliberations on the 2018 County budget.  
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2 0 1 8  
R e c o m m e n d e d  
B u d g e t  
S y n o p s i s  

The 2018 Recommended Budget totals 
$1.2 billion, an increase of 5.3% ($59 
million) from 2017. The operating budget 
totals $1.1 billion, while $100 million is 
recommended for capital improvements.  

Figure 1 breaks down the recommended 
budget by major revenue categories and 
expenditure functions. The three leading 
areas of functional expenditure are health 
& human services at $334 million 
(including $214 million for behavioral 
health operations); transportation & public 
works at $314 million (including $159 
million for transit operations); and public 
safety at $112 million.  

In a methodological change proposed for 
2018, the recommended budget 
centralizes fringe benefit costs for most 
departments in a non-departmental 
account, instead of allocating them to 
departments. That explains the $125 
million appropriation for that line item. The 
new approach provides a clearer picture of 
the resources available for departmental 
activities, but it also makes it difficult to 
compare 2017 and 2018 budgeted 
amounts and to conduct lengthier trend 
analysis of departmental spending.  

The largest source of revenue in the County 
budget is “Direct Revenue,” at $405 
million. This revenue consists of service-
related fees and reimbursement (e.g. zoo 
admissions, transit fares, Medicaid 
reimbursement, and the VRF). The property 
tax is the next largest revenue source at 
$294 million. The County also is budgeted 
to receive $271 million from the State and 
$75 million from the federal government in 
2018.       

Figure 1: 2018 Milwaukee County Finances (Millions) 
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T h e  2 0 1 8  B u d g e t  G a p  

While annual budget planning in the public or private sector optimally would involve decisions on 
where and how to invest any projected growth in revenues, the budget planning paradigm at 
Milwaukee County is markedly different. Since the early 2000s, Milwaukee County officials have 
been required to initiate their budget planning each year not by considering the priority areas in 
which they might like to invest, but instead by asking where they can cut to bridge the next year’s 
projected deficit. This quandary is the byproduct of a stubborn structural imbalance that is caused by 
stagnant annual revenue growth that perennially falls short of growth in fixed costs. Fixed cost 
growth, in turn, is driven largely by personnel costs, which comprise about 43% of the overall budget.   

Despite important steps in recent years to control the annual growth of health care costs and to 
sharply reduce annual debt service payments, the County has made only limited progress in reducing 
the size of the annual structural budget gap. In fact, as shown in Chart 1, while the $30.9 million 
deficit originally projected for 2018 is an improvement from the previous year, it is the third largest in 
the most recent five-year period.1    

Chart 1: History of initial projected funding gaps, 2014 to 2018 (in millions) 

 
Source: Milwaukee County Comptroller’s Office and Department of Administrative Services 

In a September 2017 report that lays out the results of the County’s latest five-year fiscal forecast, 
the Comptroller cites growing health care and pension costs as the main drivers of the projected 
2018 deficit on the expenditure side. On the revenue side, a key contributor is the removal of $7.3 
million in “one-time” revenue that was used to balance the 2017 budget. This reflects an 
assumption that use of such revenue – which in 2017 consisted of withdrawals from reserves – is 
not sustainable over the long term and should not be considered in revenue forecasting.  

                                                      

1 Annual projected budget gaps are derived from the County’s Municast financial forecasting system, which is 
administered by the Comptroller’s office. The Municast model is based on dozens of assumptions regarding 
expenditure and revenue line items in the County budget, most of which are based on multi-year trends.    

 

($15.3)

($31.9)

($26.2)

($36.9)

($30.9)

2014 2015 2016 2017 2018



6 

A closer look at the five-year forecast aptly defines the County’s structural problem. As shown in 
Chart 2, health care, pension, and miscellaneous inflationary cost increases in 2018 were projected 
to total $18.9 million. These are largely fixed costs over which the County has little control. In the 
meantime, the forecast projected only limited growth in the County’s three major local revenue 
streams – the property tax, sales tax, and VRF2 – to offset that expenditure growth. In fact, for 2018, 
the forecast included no projected growth in sales tax revenues, as collections for this year are 
running about $2 million below budget. While these local revenue sources only were projected to 
grow by a combined $7.4 million, major State and federal revenue streams largely were anticipated 
to remain flat.  

Chart 2: Projected health care, pension, miscellaneous, and local revenue changes (in millions) 

 
Source: Milwaukee County Comptroller’s Office 

This $11.5 million imbalance between fixed cost expenditure growth and local revenue growth is an 
annual occurrence for the County that has persisted at least since 2002.3 In most years, it is 
exacerbated by additional challenges that materialize during the course of the previous year – such 
as declining farebox revenue for transit, unanticipated reductions in State or federal aid, and the 
need to respond to staffing challenges in mandated areas like public safety or behavioral health – to 
produce a total annual gap in the $25 to $30 million range.  

The County has reduced the size of the annual gap via its successful efforts to reduce annual health 
care expenditures and to share annual pension and health care cost increases with employees and 
retirees. Yet, per the five-year forecast, the average gap between basic fixed costs and anticipated 
revenue growth is anticipated to remain in the $10-$17 million range through 2022.  

For the second consecutive year, the 2018 recommended budget relies upon an increase in VRF 
revenue as the foremost means of eliminating the annual budget gap. A proposed increase of $30 

                                                      

2 The five-year forecast assumed $4.5 million in growth for the VRF based on information available at the time 
revenue estimates were generated; the recommended budget lowers that assumption to $2.5 million.  
3 In most years, the imbalance has been even larger given the need to account for annual increases in 
employee salaries in the $2-$5 million range. For 2018, salary expenditures were projected to remain largely 
flat, as an assumed small salary increase was completely offset by workforce reductions. 
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(to $60) would generate an additional $14.6 million. In fact, Chart 3 shows that fee increases – 
which also include increases in transit fares, new fees for parking at County parks, Zoo admissions 
increases, and increased phone charges for inmates at the Jail and House of Correction – are a 
primary source of deficit reduction in the recommended budget. While these proposals are likely to 
elicit substantial debate, it should be noted that each would impact the structural deficit in a 
permanent manner.4 

Chart 3 also reveals that some of the major deficit reduction strategies for 2018 are less permanent 
and more tenuous. The budget recommends a $6.8 million withdrawal from the Debt Service 
Reserve (DSR), which is identical to this year’s withdrawal. While not unreasonable given the DSR’s 
projected $33.4 million year-end balance, similar-sized withdrawals are unlikely to be sustained 
going forward (as we will discuss later in this report). A $2 million savings from Vacancy & Turnover 
(V&T) is predicated on the ability of departments to keep certain positions vacant during the course 
of the year, while the $2.2 million in juvenile corrections savings would result from a much lower 
population of youth at State correctional facilities. Both may be achievable for 2018 but should not 
be counted on in the future. 

Finally, the projected $1.3 million (1.7%) increase in sales tax collections ordinarily would appear 
reasonable, but the Comptroller’s latest 2017 surplus-deficit report is projecting a $2 million 
shortfall in budgeted sales tax collections for this year. Consequently, to generate an additional $1.3 
million in sales tax collections in 2018, an increase of 4.4% would be required above the projected 
actual 2017 amount, which is a lofty goal. 

Chart 3: Major deficit reduction strategies in 2018 recommended budget (in millions) 

  
Source: Recommended budget5 
 

  
                                                      

4 The recommended budget contains a property tax levy increase of $2.9 million (1%). That increase is not 
shown in the chart because it is equivalent to the amount projected in the five-year forecast.  
5 Unless otherwise noted, the source for all figures and charts in this report is the 2018 recommended budget. 
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2 0 1 8  R e c o m m e n d e d  B u d g e t :  
O p e r a t i o n s  

The 2018 recommended operating budget totals $1.07 billion, an increase of $62.3 million (6%) 
from 2017. However, the increase is overstated because of a technical error in the 2017 budget that 
impacted how both expenditures and revenues were portrayed in certain departmental crosscharge 
objects. When taking into account that error, overall expenditures actually increase by about $5.9 
million, despite increased fringe benefit expenditures of $20.7 million. 

The recommended budget meets the cost-to-continue needs of most departments despite the 
significant fringe benefit increase, and it largely avoids the types of staffing reductions and 
programmatic cuts that have been staples of many previous County budgets. This is made possible 
largely by the revenue enhancements noted above, which essentially offset the growth in health care 
and pension costs. Some departments and programs even receive modest increases for new 
initiatives or expanded programming, including the following: 

• The Medical Examiner’s Office is one of the biggest recipients of increased funding in the 
recommended budget, receiving a $679,000 property tax levy boost.6 Most of the increased 
funding is for new equipment, including $200,000 for a new device that will enhance the office’s 
ability to investigate opiod-related cases (to be matched by a $200,000 contribution from the 
City of Milwaukee). In addition, two new positions are added to respond to the increased number 
of opioid cases. 

• The Courts receive a tax levy increase of $412,000, with $189,000 devoted to the replacement 
of six video conferencing units. According to the Courts, use of video conferencing for court 
hearings has escalated sharply in recent years. 

• A new cybersecurity program area is created in the Information Management Services Division to 
centralize projects and programs that seek to protect the County from cyber threats. The 
program area is funded with an appropriation of $518,000 and includes two full-time positions. 

• The Office on African American Affairs – created in the 2016 budget – would receive a property 
tax increase of $435,000 to reflect three new positions that were created this year. The Office 
will have a total budget of $634,000 with 5.9 full-time equivalent (FTE) positions. 

• The Behavioral Health Division (BHD) would invest an additional $800,000 in residential 
treatment for persons with substance abuse disorders and expand its Comprehensive 
Community Service program for behavioral health clients with $6.4 million in offsetting revenue. 
The budget also allocates $400,000 for initiatives related to client transportation, peer run 
respite, and crisis response. 

                                                      

6 The recommended budget makes significant changes in the manner in which fringe benefit and 
interdepartmental charges are allocated to departmental budgets. While there is a solid rationale for these 
adjustments, it makes year-to-year expenditure and property tax levy comparisons exceedingly difficult. The 
budget addresses that issue by citing both the actual property tax levy allocated to each department and the 
effective tax levy, which adjusts for the 2018 accounting changes. In this report, when we refer to property tax 
levy changes, we are referring to the changes in the effective levy. 
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• The Delinquency and Court Services Division (DCSD) will partner with BHD’s Wraparound 
Program to open a new residential treatment center for delinquent youth who are deemed to 
have a high risk of recidivating or who were recently released from an institutional placement. 
The $2.4 million cost is anticipated to be covered with $200,000 in Medicaid reimbursement 
and $2.2 million of Youth Aids revenue. The Youth Aids dollars would be freed up, in part, by 
using the new center to reduce placements in State-run corrections facilities. 

• The Housing Division receives an additional $1.5 million in State Basic County Aids (BCA) to 
support case management and related services for its growing array of supportive housing units 
for homeless individuals and those with special needs. The $1.5 million would be transferred 
from DCSD in light of savings generated from an anticipated sharp reduction in placements of 
delinquent youth at State-run corrections facilities. 

The Office of the Sheriff also would receive a sizable property tax levy increase of $975,000, in part 
to address a longstanding structural gap that has produced substantial year-end deficits in recent 
years. The Sheriff’s budget is discussed in greater detail later in this report. 

Overall, the recommended operating budget is able to make targeted investments in programs 
deemed as high priorities by the County Executive while holding the line on most County services. 
This appears to reflect – for the second consecutive year – a determination that significant service 
and staff reductions and new outsourcing initiatives no longer are palatable after years of reliance 
on such strategies, and that revenue enhancements represent the “least bad” of the County’s 
difficult deficit reduction options. 
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2 0 1 8  R e c o m m e n d e d  B u d g e t :  C a p i t a l  
I m p r o v e m e n t s   
 
With recommended expenditures of $110.3 million, the capital improvements budget comprises 
about 9% of the overall County budget for 2018. Of that amount, $39.9 million is for projects at the 
two County-owned airports, which are fully reimbursed by the airlines or outside revenue sources and 
do not directly impact County finances. Non-airport projects total $60.4 million, which is a decrease 
of $28.2 million compared to 2017.7  
 
Traditionally, the County has financed its capital improvements with a mix of general obligation (G.O.) 
bond proceeds, sales tax revenues, and reimbursement from other governments or private sources. 
In 2017, $2 million of VRF revenue was added to that mix. For 2018, of the $60.4 million 
recommended for non-Airport projects, $9.9 million would be derived from other levels of 
government. The remaining $50.5 million of County financing would consist of $39.8 million in 
bonds, $6.3 million in sales tax revenue, $2.8 million in VRF revenue, and $1.5 million in property 
tax revenue. The $39.8 million bond issue is consistent with the 3% annual increase allowed under a 
self-imposed bonding limit established by the County in 2003.8 

The Forum’s recent series of reports on local government infrastructure – as well as previous budget 
briefs – have raised concerns about the discrepancy between the borrowing amounts allowed under 
the County’s bonding limits and the County's huge backlog of infrastructure needs. The County faces 
a “Catch 22” in that the borrowing limits appropriately recognize the need to control annual debt 
service payments because of the County’s operating budget challenges, but they only provide a 
fraction of the capacity needed to address the County’s capital challenges. 

The recommended budget does respond to issues raised in our September 2016 report on local 
transportation infrastructure. For example, it devotes $12.5 million of local financing – including 
$9.8 million in bonds, or about a quarter of the total allowed under the borrowing limit – to  replace 
30 older buses.9 The budget also dedicates $5.9 million in local financing (including $1.6 million in 
VRF revenue) to address trunk highway needs. Chart 4 breaks down the recommended capital 
budget by functional area and shows how transportation-related capital projects (including fleet) 
would receive the bulk of non-airport capital funds in 2018. Information technology (IT) projects also 
are prioritized. 

                                                      

7 A major contributor to the decrease is the absence of one major project – bus rapid transit (BRT) – which 
received $21.2 million in 2017. Because federal monies for that project have not yet been secured, local 
match funds appropriated in 2017 will be carried over and no new appropriations are needed in 2018. 
8 The bonding cap for 2018 actually is $42.4 million, but the County accelerated $2.7 million of planned 2018 
bonding for a capital project at the Zoo in 2017 with the understanding that the 2018 cap would be adjusted 
downward by a similar amount. 
9 In A Fork in the Road?,published in September 2016, we cited a growing backlog in bus replacements that 
would require the County to provide local funding of $13 million per year to appropriately address. 

http://publicpolicyforum.org/research/fork-road-outlook-transportation-infrastructure-city-and-county-milwaukee
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Chart 4: Recommended capital budget by functional area (in millions)

 

 
The amount of capital funding allocated to functional areas outside of transportation is cause for 
concern. County buildings receive little attention in the recommended budget outside of a $2.8 
million appropriation for roof replacement at a major County garage.10 Meanwhile, the Parks, 
Recreation, and Culture function would receive only $6.3 million for capital projects, of which only 
$1.5 million is for projects in the parks. We discuss the County’s parks and overall infrastructure 
challenges in greater detail later in this report. 

The most noteworthy project in the 2018 recommended capital budget is the appropriation of $25.2 
million to initiate construction of a new international terminal at General Mitchell International 
Airport (GMIA). Phase 2 of the project would require an estimated $20.1 million in 2019. In 2018, 
the project would involve a mix of GMIA reserve monies ($8.2 million), cash generated from 
passenger user fees ($2 million), and revenue bond proceeds ($15 million). The revenue bonds 
would be backed by future passenger user fees.  

It is beyond the scope of this budget brief to analyze the efficacy of the proposed financing strategy. 
The fact that neither cash nor bonds backed by local taxpayer revenue would be required for the 
project certainly is a plus given the County’s local revenue challenges. Nevertheless, due diligence 
will be required to ensure that the envisioned funding streams are realistic and that additional 
charges would not impact the attractiveness of GMIA to airlines and passengers.    

Overall, the 2018 recommended budget exemplifies the County’s overall capital finance conundrum. 
In attempting to responsibly address one of the County’s foremost capital challenges (bus 
replacement) as well as highway repairs and needed IT upgrades, the budget has little capacity to 
address other pressing needs, most notably in its parks and buildings. There is little question that 
infrastructure now looms as the County’s foremost financial challenge, exceeding even that posed by 
growing pension and retiree health care costs. 

                                                      

10 This project was one of those we identified as a major need in Cracks in the Foundation, our September 
2017 report on buildings owned by the County and the City of Milwaukee.  
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2 0 1 8  R e c o m m e n d e d  B u d g e t :  D e b t  
S e r v i c e  a n d  t h e  D e b t  S e r v i c e  R e s e r v e  

The 2018 recommended budget cites total outstanding debt of $610.5 million, which consists of 
$309.1 million in bonds and notes for capital improvement projects11 and $301.4 million in pension 
obligation bonds and notes (POBs). The POB debt was issued in 2009 as a means of reducing the 
County’s unfunded pension liability, and the annual debt service payment ($33.2 million in 2018) is 
counted as part of the annual pension fund contribution. The $309 million in capital debt is an 18% 
reduction from the $379 million the County held five years earlier.  

The County’s impressive ability to reduce its capital-related debt has allowed it to enjoy substantially 
lower annual debt service payments in recent years. As shown in Chart 5, annual capital debt service 
payments have now leveled off in the low $30 million range. While the $33.8 million recommended 
for 2018 still represents about 9% of the County’s overall property and sales tax revenues, this is a 
considerable reduction from just five years ago, when debt service comprised 15% of budgeted 
property and sales tax revenue. Savings from reduced annual debt service payments can be used to 
address other operating and capital budget needs. 

Chart 5: Budgeted local revenue-supported debt service, 2013-2018 (in millions) 

 
Source: Milwaukee County budget documents 
 
  

                                                      

11 This total includes an estimate for 2017 bonds and notes based on the 2017 budget; capital debt for 2017 
has not yet been issued by the County.   
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The County’s annual debt service payment also has been reduced in recent years because of its 
ability to budget a sizable annual contribution from the Debt Service Reserve (DSR). The DSR serves 
as the County’s only major permanent reserve, and it can be drawn upon to reduce debt service 
costs ordinarily paid with sales or property tax revenues.12  

In recent years, County leaders have been able to responsibly build the DSR by depositing a sizable 
portion of large year-end surpluses into the reserve. Those annual surpluses materialized from a 
variety of factors, the largest of which was the accrual of annual health care savings resulting from a 
variety of changes the County has made to employee and retiree health care benefits.   

The County has deposited a combined amount of nearly $80 million from year-end surpluses into the 
DSR since 2013, including an anticipated $6.8 million this year from the 2016 surplus. These 
deposits have allowed County leaders to simultaneously make sizable annual withdrawals without 
depleting the DSR; in fact, despite withdrawals that have averaged about $8 million annually in the 
past five years, the DSR’s fund balance has grown from $35 million at the start of 2014 to $44.5 
million at the start of 2017. 

According to a September estimate provided by the Comptroller’s office, the DSR is projected to have 
a fund balance of $33.4 million at year end, which is about $10 million lower than the fund balance 
at the start of the year. In recent years that would not have been a concern, as the County would be 
able to count on a sizable surplus in the current year to replenish the reserve. However, for the first 
time  since 2012, there is likely to be no such good fortune, as the Comptroller currently is projecting 
a $1.6 million year-end deficit for 2017. 

This development is relevant to next year’s budget in that the County Executive is recommending a 
$6.8 million withdrawal from the DSR, which is the same as the 2017 withdrawal. If that 
recommendation is adopted and no additional deposits are made in 2018, then the reserve balance 
would drop below $27 million.  

Clearly, the recommended withdrawal is affordable in that context, as $27 million still is a healthy 
balance. However, County leaders need to recognize that their ability to count on substantial reserve 
contributions to diminish debt service costs may be coming to an end. Furthermore, they need to 
consider what an appropriate DSR fund balance should be going forward given that this is the 
County’s only meaningful reserve, and that maintaining a a well-stocked DSR for unanticipated 
emergencies should be an important component of the County’s long-range financial planning. 

  

                                                      

12 The County also maintains a small pension obligation bond (POB) reserve that is intended to afford 
protection from unanticipated reductions in interest earnings from the investment of POB proceeds. Also, the 
Behavioral Health Division maintains a reserve for its specific needs that currently holds $23.6 million.  



14 

F i v e  K e y s  t o  U n d e r s t a n d i n g  M i l w a u k e e  
C o u n t y ' s  2 0 1 8  R e c o m m e n d e d  B u d g e t  

K ey  # 1 :  Fee  Inc reases  are  the  P r im ary  Sol ut io n  to  
N ext  Year ’s  Bu dg et  G ap  

In his first several recommended budgets, the County Executive summarily rejected property tax and 
major fee increases as strategies to address annual budget gaps. Instead, those budgets leaned 
heavily on sizable boosts in employee health care premiums and co-pays; substantial cuts to 
Sheriff’s operations; outsourcing and service sharing initiatives; and large draws from reserves.  
 
In 2018, for the second consecutive year, the recommended budget reverses course. Citing support 
from users of the County’s new Balancing Act interactive budget software, the recommended budget 
comes down on the side of “continuing responsible and sustainable investments in our highest 
priorities.” It largely averts service cuts and instead recommends doubling the current vehicle 
registration fee and proposing the imposition of other new or enhanced fees. 
 
The $30 VRF hike is the largest fee increase in the recommended budget and its most controversial.  
After rejecting the County Executive’s $60 proposal in 2017 and instead adopting a $30 VRF, the 
County Board decided to ask voters whether they would support a $60 fee. The April advisory 
referendum question asked only that, and did not provide context on alternative options to balance 
the County budget in future years. It was rejected by 72% of voters. 
 
Now, Supervisors will be required to grapple with those choices themselves. Outside of the property 
and sales tax – both of which are capped by State law – the VRF is the only comprehensive local 
revenue option available to the County under State statutes. A stipulation is that VRF revenue must 
be used for transportation purposes. As shown in Chart 6, the $60 VRF is budgeted to generate 
$30.6 million in 2018, the bulk of which would be dedicated to transit operations.  
   
Chart 6: Use of VRF revenue (in millions) 
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The recommended $30 VRF increase would generate an additional $14.6 million in 2018.13 Of that 
amount, $10.8 million is allocated to transit operations, while $1 million is earmarked for highway 
operations and 2.8 million is used for transportation-related projects in the capital budget. The 
$10.8 million dedicated to the transit system not only helps to avert transit service reductions in 
2018, but it also frees up an equivalent amount of property tax levy. The budget spreads those levy 
funds among other County programs and services, thus averting cuts in other areas, as well. 
 
If Supervisors opted to eliminate the $14.6 million generated by the $30 fee increase by pursuing 
cuts to transit and other areas of discretionary spending, then the impacts would be substantial. For 
example, new VRF revenue constitutes about 8% of the Milwaukee County Transit System’s (MCTS) 
fixed route operating budget, and eliminating it could cause a reduction in transit service of roughly 
that amount. Meanwhile, trying to remove $14.6 million from the parks and cultural institutions 
would require eliminating nearly a quarter of collective budgeted expenditures in those functions. 
 
Other, less painful options do exist, but whether they would meet standards of fiscal responsibility is 
questionable. For example, the County could increase its use of reserves in 2018, but such action 
might only serve to dig a deeper hole for future years given that the County’s ability to replenish the 
DSR now appears to be limited.  
 
Similarly, the County could opt to remove not only the $2.8 million of VRF revenue, but also all or a 
portion of the $7.9 million in sales  and property tax revenue from the recommended capital 
improvements budget and defer the projects funded with those revenues to future years, or borrow 
to support a portion of them instead. That was the course of action pursued last year, when the 
County Board cut the recommended $60 fee to $30 and found most of the savings in the capital 
budget, where $15.6 million of VRF revenue was earmarked. Taking such action again, of course, 
could exacerbate the existing backlog of capital repairs. 
 
Other major new fees and fee increases recommended for 2018 total $4.7 million and are 
summarized briefly below: 
 
• Transit fare increases – while holding the line on regular fixed route cash fares, the 

recommended budget would increase the cost of an adult fare for M-Card purchasers by 25 
cents (from $1.75 to $2.00) and the cost of a monthly UPASS for college students by $5 (from 
$45 to $50). Also, the cash fare for paratransit riders would increase from $3.50 to $4.00. The 
recommended passenger fare increases are expected to yield an additional $1.5 million. 
 

• Parks parking fees – a recommended new “pay-to-park” program in the Milwaukee County Parks 
would impose parking fees at various County-owned parks and recreational facilities. The precise 
nature of the program and locations impacted by parking fees would be determined by a work 
group including representatives from the County, parks advocacy groups, and parks business 
partners that would be convened immediately following budget adoption. The initiative is 
estimated to generate $1.6 million in 2018. 

                                                      

13 The recommended budget shows a $17.2 increase in VRF revenue. Of that amount, $14.6 million comes 
from the $30 fee increase, while the remainder million comes from a full year of collections from the original 
$30 (the 2017 budget assumed actual collections would not be initiated until March 1). The recommended 
budget assumes the $30 fee increase would go into effect on February 1, 2018 (resulting in 11 months of 
collections), but that would require County Board approval in October, prior to budget adoption. If the $30 
increase were adopted as part of the budget in November, then the revenue estimate could fall short by about 
$1.3 million.  
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• Zoo admissions increase – the recommended budget contains the first general increase for all 
admission rates in six years. The $1.25 increase would be implemented on April 1 and is 
estimated to generate an additional $454,000 in 2018. 

 
• Inmate phone call rate increase – a recent change in federal regulations allows the County to 

boost the rates charged for inmate phone calls at the Jail and House of Correction from $0.14 
per minute to $0.21 per minute. The increase is projected to generate an additional $662,000 
at the Jail and an additional $480,000 at the House of Correction.  

 
Overall, the call for more than $19 million in new or increased fees is understandable. There are no 
easy solutions to bridge the County's structural imbalance, which continues to produce annual 
budget gaps exceeding $30 million. Given the limited local tax options available to the County – and 
that deficit reduction over the past seven years has focused mainly on health care benefit reductions 
and staffing cuts – it stands to reason that the County Executive would turn to fees. As noted above, 
that is the approach the City of Milwaukee reluctantly has taken under similar circumstances.    
 
Yet, while we have suggested for years that a balanced approach using both expenditure reductions 
and revenue enhancements is the most appropriate solution to the County’s severe structural 
challenges, it is fair to ask whether that balance has shifted too far to the revenue side in the 
recommended budget. The issue is not that $19 million in new revenue is not needed – as a 
permanent form of structural deficit reduction, these fee increases would inch the County closer to 
structural balance. The issue, instead, is whether the fee increases should be accompanied by 
expenditure reductions – which admittedly would involve real cuts in service – as a means of taking 
an even bigger bite out of the structural deficit and/or allowing the proposed fee increases to be 
phased in more gradually.  
 
Given that both fee increases and service cuts are almost certain to be needed in the future barring 
increased aids or new local revenue authority from the State, this represents more of a tactical 
decision than an ideological one. Policymakers should treat it as such and use the County’s long-
term financial challenges as the context for the choices they make.     
 
K ey  # 2 :  Do es  Tran s it  F in all y  Have  i ts  D ed ic ated  
Fu nd ing  So urc e?  

Since at least the early 1990s, transit supporters have argued that the Milwaukee County Transit 
System (MCTS) needs a dedicated funding source. Dedicated funding refers to the practice of 
directing all or a specific portion of the revenues generated by a specific tax to a specific 
governmental function. Under such an approach, the annual allocation is not subject to budget 
deliberations, but is based on the amount generated by the tax each year. 

MCTS’ existing financial paradigm is the converse of such an approach. Each year, MCTS estimates 
the amount of revenue it expects to receive the next year from State and federal sources, the 
farebox, and smaller miscellaneous sources. It then determines the amount of funding needed to 
maintain desired service levels, and it requests property tax levy from the County to make up the 
difference. Given the extensive demands from other functions on the County’s finite property tax 
resources, however, securing the necessary property tax revenues via the budget process to meet 
service needs has been a perennial challenge. 

MCTS’ reliance on annual budgetary appropriations is somewhat unique among transit systems in 
similar-sized metro areas. In fact, the Southeast Wisconsin Regional Planning Commission (SEWRPC) 
has found that Milwaukee County is one of only four in a group of 23 peer metro areas that lacked a 
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dedicated funding source. Among the 19 metros that use dedicated funding, 15 employ a sales tax, 
three use a payroll tax, and one uses a gasoline tax.14      

The establishment of a $30 VRF in 2017 allowed the County to supplement its use of the property 
tax for transit with VRF revenues. MCTS’ 2017 budget includes $14 million in property tax levy and 
$11.5 million generated from the $30 VRF. As shown in Chart 7, this helped allow the County to 
reverse an alarming trend in which increased property tax levy support was needed each year to 
counter declines in direct revenue, which comes mainly  from bus riders. The use of VRF monies also 
freed up $9.5 million of property tax levy from MCTS’ 2017 budget to use for other purposes. 

Chart 7: MCTS property tax revenue vs. direct revenue, 2012-2018 (In millions)

  
Source: MCTS and Milwaukee County budget documents 
 

The chart also shows that in the 2018 recommended budget, all property tax levy is eliminated in 
MCTS’ budget. This is accomplished mainly through the provision of $26.8 million of VRF revenue, 
making the VRF MCTS’ sole source of local funding. This move also helps free up the remaining $14 
million in property tax levy from MCTS’ 2017 budget for other uses.  

Consequently, in some respects, the VRF could be characterized as a dedicated funding source for 
transit. In order to truly meet that definition, however, the County would need to commit to using all 
or a prescribed percentage of VRF revenue every year to support MCTS without that amount being 
subject to budget deliberations. The recommended budget signals that intent by describing the VRF 
as “dedicated revenue.” However, no specific policy has been introduced that commits the County to 
dedicating all or a prescribed percentage of annual VFR revenues to MCTS on an ongoing basis.15 

                                                      

14 This information can be accessed at 
http://www.sewrpc.org/SEWRPCFiles/CommissionFiles/CommitteeFiles/2008/2008-11-
25_minutes_ejtf_att_01.pdf.  
15 Per State law, local governments can only use VRF revenues for transportation purposes. However, that does 
not exclude Milwaukee County’s use of such revenues for trunk highway operations or highway, parkway, or 
fleet-related capital projects. 
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Whether the VRF should be used as a dedicated funding source for MCTS (if the $60 fee is 
approved) is a question that could be argued on both sides. The primary advantage to doing so – 
from the vantage point of MCTS – would be to remove the fierce competition it has traditionally 
faced from other functions for the County’s limited property tax resources. Indeed, the knowledge 
that it could count on a relatively secure amount of annual local funding would allow MCTS to 
conduct more effective long-term planning and establish an important baseline level of local support. 

A key problem, however, is that unlike sales tax revenues, which ostensibly grow as economic activity 
and prices increase, the VRF has limited elasticity. Barring increases in population or major changes 
in citizen commuting habits, the growth in vehicles registered in Milwaukee County is unlikely to 
change much from year to year. In fact, from 2012 to 2016, the number of vehicles registered in the 
County grew by just 4%, or less than 1% per year.16 From 2015 to 2016 – the most recent years for 
which data are available – the number of registered vehicles grew by 937 (from 658,349 to 
659,286), or about a tenth of a percent. Consequently, unless the $60 fee amount is increased, VRF 
revenue cannot be counted on to grow with inflation and to offset such growth in MCTS’ fixed costs.  

A key question going forward is whether – if County policymakers do view the VRF as a dedicated 
funding source – they are comfortable with the notion that the $60 VRF might need to be adjusted 
upward periodically if natural growth in collections does not meet MCTS’ operating needs. A related 
question is whether they would consider dedicating all VRF revenues to MCTS operations and 
eliminating its use by the highway division and in the capital budget.  

Overall, when viewed solely from the vantage point of transit users and advocates, a new financial 
paradigm in which MCTS no longer competes for property tax resources and instead can count on its 
own exclusive (or near exclusive) revenue source only can be viewed as a plus. However, because 
the VRF is far from an ideal local revenue source, there should be no illusion that MCTS’ long-range 
financial challenges have been solved, even if policymakers do agree to support the VRF at the 
recommended level of $60.    

K ey  # 3 :  Ret irem en t  Co sts  C on t inu e  to  D r ive  
O p erat in g  Bud g et  P ressu res  

The County has reaped substantial financial benefits from its efforts to reduce health care 
expenditures via plan design changes and increased employee contributions, and from the Act 10 
requirement that employees contribute toward annual pension costs. Those savings – particularly on 
the health care side – were instrumental in allowing the County to meet other fiscal challenges in 
annual budgets from 2012 through 2015. Furthermore, because annual health care savings greatly 
exceeded the amounts budgeted, the County was able to generate annual year-end surpluses that 
exceeded $20 million, which allowed it to make substantial deposits into the DSR. 

In last year’s budget brief, we described how 2017 was the year when that good fortune expired. It 
was inevitable that health care costs again would begin to increase at the general rate of health care 
inflation in the region, and indeed they have. On the pension side, annual property tax contributions 
to address the pension fund’s unfunded liability also are on the rise. That is in large part because the 
County is responsibly lowering the assumed rate of return of pension fund investments to be more in 
line with the outlook for future stock market performance. 

                                                      

16 Wisconsin Department of Transportation website, http://wisconsindot.gov/Pages/about-
wisdot/newsroom/statistics/fact-fig/fact-fig.aspx.  

http://wisconsindot.gov/Pages/about-wisdot/newsroom/statistics/fact-fig/fact-fig.aspx
http://wisconsindot.gov/Pages/about-wisdot/newsroom/statistics/fact-fig/fact-fig.aspx
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The 2018 recommended budget assumes that gross health care and dental costs will increase by 
$13.8 million (14%), from $98.8 million to $112.7 million. This reflects both health care inflation 
and adjustments to 2017 budgeted projections based on actual experience.  

The recommended budget counters a portion of the increase by asking more from participants. 
Those adjustments include a reduction in the employer match for employees’ flexible spending 
accounts, increased co-pays and deductibles, a $5 monthly increase in dental premiums, and 
increases in monthly health care premiums ranging from $8 per month for individuals to $34 per 
month for families. Combined, the increased dental and health premiums are projected to generate 
an extra $935,000 in 2018. 

The County’s pension fund contribution is budgeted to increase by $6 million (6%), from $100.8 
million to $106.8 million. A primary cause is an adjustment to the assumed rate of return on pension 
fund investments from 8% to 7.75%. General employees will contribute 6.5% of their salaries to the 
pension plan, which is the same percentage as 2017. 

In light of the County’s stagnant revenue growth, the need to accommodate $20 million in additional 
health care and pension costs is a huge problem. Fortunately, 2018 is hoped to be somewhat of an 
anomaly, as the health care increase is attributed in part to an underestimation of 2017 
expenditures, and the pension increase is attributed to the decision on investment return rates.  

Yet, as shown in Chart 8, even a return to traditional rates of growth will present a significant 
financial challenge. The chart shows the projected growth over the next four years in retiree health 
care costs – which represent about 54% of the total – as well as projected employer pension 
contributions (including POB debt service).The jump in the pension fund contribution in 2020 reflects 
the County’s intent to again decrease the assumed rate of return to 7.5% in that year.  

Chart 8: Projected growth in retiree health and pension contributions (in millions) 

  
Source: Milwaukee County Department of Administration and Pew Research Center 
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this picture is far brighter than it was in the previous decade – when health care costs regularly 
increased by more than 10% annually pension costs spiked by more than $60 million – it still 
presents an immense  long-term fiscal challenge for the County. 

In addition, the ability to ask more from employees is limited by escalating numbers of retiring baby 
boomers and historically low unemployment rates, which make the attraction and retention of talent 
an important issue for the County. Both on the health care side, where employees have seen 
premium co-pays and out-of-pocket costs grow sharply since 2012; and on the pension side, where 
employees may need to contribute more in the future as the unfunded liability grows, the desire to 
share costs will need to be balanced with the need to maintain competitive compensation packages, 
particularly for difficult-to-fill positions.     

K ey  # 4 :  The  Sher iff ' s  B udg et  St i ll  Po ses  a  
C hal l eng e 

Personal animosity between the Sheriff and County Executive has made for colorful media coverage 
in recent years, but a far more serious issue emanating from that poor relationship has been the 
almost perennial budget deficits incurred by the Sheriff’s office. The departure of long-time Sheriff 
David Clarke now promises to improve relations between the two offices, but the financial issues 
plaguing the Sheriff’s budget will not disappear.  

As shown in Chart 9, the Sheriff has regularly incurred multi-million dollar year-end deficits in the 
past five years. As we have discussed in detail in previous budget reports, those deficits have 
stemmed both from holes in annual budgets and financial decision-making by the Sheriff.  

Chart 9: Sheriff’s department year-end deficits, 2013-2017 (projected)

 
Source: Milwaukee County Comptroller’s office 
* In 2015, the County Board approved a $1.5 million transfer from the Appropriation for Contingencies to the 
Sheriff to eliminate the year-end deficit – for purposes of this chart, we exclude that transfer. 
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The County Executive regularly has proposed extensive cuts in Sheriff’s expenditures that often have 
included contentious organizational changes, including the transfer of parks patrol and County 
Grounds security functions to other governments and significant reductions in command staff. His 
rationale has been that the Sheriff’s budget – as one of the County’s largest – cannot be immune 
from the budget-cutting that has been required for all County departments. Furthermore, he has 
argued that the Sheriff is performing several non-mandated functions that need to be trimmed in 
light of the County’s overall budget challenges. 

The Sheriff, in turn, contested that the huge staffing reductions required in recommended budgets 
each year not only would impact discretionary services, but also would inhibit his ability to perform 
core mandated duties like management of the Jail. He also argued that as a Constitutional officer, it 
was his right to determine what needed to be spent to fulfill those duties.  

Typically, the County Board would attempt to arbitrate the dispute by putting some funding back in 
the Sheriff’s budget and by providing him greater flexibility to determine where to cut. However, the 
outcome has been that the Sheriff has spent more than budgeted in most years, creating a sizable 
year-end deficit. 

The 2017 budget refrained from attempting to reorganize the Sheriff’s office and directing him 
where to cut, but instead contained a substantial reduction in overtime spending and a substantial 
increase in V&T savings. The office again is projecting a large deficit, recently estimated at $6.6 
million by the Comptroller (though the acting Sheriff has lowered it to about $3 million because of 
recent deficit-reduction actions). The primary cause of the deficit – as of the July projection – was a 
projected $8.6 million overage in overtime spending that was attributed to large numbers of vacant 
positions. Salary savings of $2.6 million from the vacancies offset some of that amount. 

The 2018 recommended budget does not cut any authorized positions and increases the Sheriff’s 
property tax allocation by $975,000. It also makes some modest adjustments to help address issues 
that have precipitated the 2017 deficit. For example, overtime expenditures are increased by $1.1 
million and the rate increase for inmate phone calls generates an additional $662,000 that can be 
used for services. 

Nevertheless, it appears that a sizable hole still exists. For example, while the $1.1 million increase 
in overtime will help, the recommended total of $3.1 million still falls far short of the more than $10 
million in overtime spending that earlier was projected for this year.  

Also, the roughly $4 million in V&T that is contained in the 2017 budget – which the former Sheriff 
contended was too high to be achieved without substantial amounts of excess overtime – increases 
by $100,000 in the recommended budget. The budget suggests that the V&T savings can be 
achieved through reductions in a command structure that does not “reflect the limited scope of 
services for a Sheriff in a fully incorporated county.” The previous Sheriff rejected that contention.  

A wild card is the extent to which operational practices and decisions made by the acting Sheriff (and 
ultimately by a new permanent Sheriff) might alleviate budget challenges without impeding the 
office’s ability to carry out its core responsibilities. An encouraging sign is the deficit reduction that 
already has taken place under the acting Sheriff, as well as the fact that he has been meeting with 
budget officials to discuss fiscal strategies for both 2017 and 2018. If the recent past is a guide 
post, then it is possible the hole in the 2018 recommended budget is not as large as it seems. 
Nevertheless, it still appears unlikely that the budget gap can be completely eliminated through 
actions that will not impact the Sheriff’s fundamental duties.     
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K ey  #5 :  In frastruc ture  Chall en g es  Lo om  L arg e  
fo r  the  Fu ture  

In the past 13 months, the Forum has published three reports (out of an anticipated total of five) 
that assess the condition of infrastructure owned by metro Milwaukee’s largest local governments 
and their fiscal capacity to address their most pressing infrastructure needs. In our most recent 
installment, which addressed buildings owned by the County and the City of Milwaukee, we 
concluded that “Milwaukee County lacks the capacity to finance the capital needs of its buildings if it 
wishes to stay within its self-imposed bonding and cash financing limits.”17  
 
The 2018 recommended budget suggests that is the case not only with regard to County-owned 
buildings, but also for the County’s capital needs in their totality. As we asserted in last year’s budget 
brief, “the County has an enormous infrastructure problem.” While its borrowing limits have 
produced a remarkable reduction in annual debt service payments and have responsibly controlled 
long-term debt, they simply do not square with the County’s infrastructure needs.   
 
That point is amplified when viewed in the context of the County's extensive list of capital projects 
requested by departments. Chart 10 shows the local cost of non-Airport projects requested for each 
year of the 2018-2022 Capital Improvements Plan, and compares those costs to the County's capital 
financing capacity (as defined by the bonding limit each year plus a 20% cash match). The chart 
shows that the County's projected local financing needs greatly exceed its available capacity in each 
year of the five-year period. 

Chart 10: County financing for capital requests submitted by County departments, 2018-2022  
(in millions)  

  
Source: Milwaukee County Capital Improvements Committee and Department of Administrative Services  
 

  

                                                      

17 The report can be accessed at https://publicpolicyforum.org/research/cracks-foundation-analysis-building-
repair-and-replacement-needs-city-and-county-milwaukee.  
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It is important to note that the huge escalation in projected local capital financing in 2022 stems 
from a single project – an estimated $220 million replacement of the Safety Building as part of a 
new criminal courthouse complex. Yet, even excluding that project, capital requests would far exceed 
available local resources in each of the next five years. Also, this chart may understate the severity of 
the challenge, as it is possible that new capital projects identified in the intervening years will widen 
the gap between now and 2022. 

In no functional area of County government is this problem better exemplified than in the Parks. 
Despite an infrastructure repair backlog that has been estimated at more than $200 million18 – and 
despite 35 capital requests totaling $14.9 million for 2018 – the Parks receive a total of $3.6 million 
for five projects in the recommended budget.19 Of that amount, $2.1 million is for a single project at 
McKinley Marina, which means the rest of the County’s extensive system of 158 parks 
(encompassing 15,325 acres) receives $1.5 million for four projects. 

Making matters more challenging for the Parks in 2018 is a new policy that requires any major 
maintenance project with an estimated cost of under $100,000 to be accommodated in the 
department’s operating budget instead of the capital budget. This change will require the Parks 
Department’s in-house skilled trade staff and contractors to take on more major maintenance, which 
could cause deferral of more routine maintenance projects. Delays in routine maintenance can 
create expensive future capital needs, which the County has little capacity to handle. 

Again, there are no simple solutions to the County’s overall infrastructure problem. In our recent 
report on County buildings, we noted that the County has commendably embarked on efforts to 
shrink its physical footprint by selling certain buildings as an alternative to repairing or replacing 
them. Yet, while such efforts should continue and hold promise to reduce the infrastructure backlog, 
they are unlikely to come close to resolving it. 

County leaders also could consider whether to continue to adhere to the self-imposed borrowing 
limits, which are not a state-mandated legal requirement. It is important to understand, however, 
that if policymakers were to substantially exceed the limits over a prolonged period of time, then 
annual debt service costs likely would grow to the point that they would threaten other County 
services. As we pointed out in our buildings report, “the dilemma for County officials is whether to 
accept and address that threat on the operating side, or continue to preside over an escalation of 
pressing capital needs.”                        

  

 
  

                                                      

18 Milwaukee County Department of Audit, “A Tale of Two Systems,” December 2009. Accessed at 
http://county.milwaukee.gov/ImageLibrary/Groups/cntyAudit/report0916.pdf. 
19 An additional $3.6 million is provided for Parks fleet equipment, but that was not part of the $14.9 million in 
requests. 

http://county.milwaukee.gov/ImageLibrary/Groups/cntyAudit/report0916.pdf
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C o n c l u s i o n  

In his introduction to the 2018 recommended budget, the County Executive declares that the budget 
“reflects Milwaukee County’s achievements – as well as its challenges.” We concur with that 
assessment. 

The achievements – which include diminished debt service payments and healthier reserves, both of 
which have been achieved through fiscal discipline – help the County shoulder the burden of 
unusually high increases in pension and health care costs for 2018. Indeed, had a $19 million one-
year increase in health care and pension costs materialized five years ago – when annual levy-
supported debt service was $20 million higher and when the County had no capacity for reserve 
contributions – then a budget characterized by deep service cuts would have been inevitable. 

Nevertheless, while the 2018 recommended budget is able to avoid such cuts, the County’s vast 
financial challenges are manifested in other ways. The most notable is reliance on more than $19 
million of fee increases, but less visible manifestations are equally significant. Those include 
continued deferral of dozens of requested and needed capital projects, the need to ask again for 
greater health care cost sharing from employees despite a highly competitive labor market, and 
continued difficulty meeting the cost-to-continue needs of the Sheriff. 

The $30 VRF increase will continue to be the most contentious item in the recommended budget, as 
well it should. While we take no position on the fee increase, we can verify that the County’s options 
for erasing next year’s $30.9 million budget gap are severely limited, and that there are no 
responsible yet pain-free alternatives to fully replace the $14.6 million generated by the fee. We also 
wish the April advisory referendum had delineated those limited options, as that would have made it 
a more valid barometer of public sentiment. 

That being said, a case could be made for biting the bullet in 2018 and effectuating some of the 
service cuts that are likely to be required in future years, regardless of whether the VRF is increased 
by $30 this year. Such action could be used as a means of eliminating or reducing the increase, 
phasing it in over multiple years, or using the savings to address infrastructure needs.  

The County’s structural imbalance has been widely analyzed and discussed for years and its causes 
certainly should be well known to policymakers. The solutions also are well known – either revenues 
need to be increased, or services need to be reduced. As we have suggested many times in the past, 
given the magnitude of the problem, a balanced approach employing both options would appear to 
be most appropriate. 

Without question, the worst possible outcome would be an avoidance of difficult choices by delaying 
additional needed capital projects, depleting reserves, or ignoring legally-bound obligations to 
retirees. Kicking the can down the road is not a solution and only would erode the recent financial 
achievements that have resulted from responsible action by both branches of County government.   
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