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  Milwaukee, the “hub” of Wisconsin business

Tax rhetoric inevitably heats up 
during election years, and one part of 
the debate centers on business taxes.

Some view businesses as im-
portant to job creation and focus 
on lessening or simplifying the tax 
burden on them. Others emphasize 
the need to fund increased public 
services with what they see as a more 
suitable mix of revenue.    

This debate is an important one 
but rarely relies on facts.  

OVERVIEW
A discussion of business taxa-

tion often focuses on the corporate 
income tax, but businesses pay a 
variety of taxes and fees, and some 
do not have to pay the corporate 
income tax.  In fact, Wisconsin busi-
nesses paid $8.5 billion in taxes in 

2011 but only $852.9 million was 
from this tax. 

Major business taxes also in-
clude those on property, sales, in-
come, and employment.  The state 
also places additional levies on util-
ity companies, insurance companies, 
and hospitals.  The three largest taxes 
(property, sales, and unemployment) 
accounted for almost 80% of all busi-
ness taxes. (See Figure 1, page 2) 

Property Tax 
The property tax is based on 

property values and tax rates.  Prop-
erty values are determined locally or, 
in the case of manufacturing, by the 
state.  Rates are determined largely 
by local governments.  Within each 
municipality, the same rate is applied 
to all types of property, whether it is  

residential, commercial, manufactur-
ing, or agricultural. 

Businesses paid $4.3 billion in 
property taxes in 2011, or almost $3 
billion more than the next-largest 
tax.  Business property taxes in-
creased 226.6% since 1982, when 
they totaled $1.3 billion (see Table 
1, page 3). 

Business property taxes are paid 
on several categories of property.  In 
2011, commercial and manufactur-
ing property taxes accounted for 
$1.9 billion and $261.7 million, 
respectively. 

Wisconsin businesses paid more than $8.5 billion in state and local taxes in 2011.  The largest business tax was 
the property tax, accounting for over half the total.  Businesses also paid more than $1 billion in sales (16% of the 
total) and unemployment (12%) taxes.  The corporate income tax—the most often discussed business tax—was 
only 10% of the total.  As a percent of private sector output, Wisconsin’s business taxes ranked 31st nationally, 
although the state’s unemployment, corporate income, and property taxes ranked in the top half of states.   
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Rental property is often residential in terms of 
its use but is business property in terms of owner-
ship.  According to a 2004 Department of Revenue 
(DOR) study, rental property comprised about 25% 
of all residential property in the state.  In 2011, rent-
als generated about $1.9 billion in business (rental 
owners) property taxes. 

Lesser-known business property taxes include 
those on agricultural property ($47.7 million) and 
personal property, which is primarily assessed against 
business furnishings ($249.5 million). 

Sales Tax 
Businesses, like individuals, pay sales taxes on 

some purchases.  The 2004 DOR study estimated 
that businesses paid about a third of all sales taxes. 

Based on this estimate, businesses would have 
paid $1.4 billion in sales taxes in 2011.  This was 
327.5% more than was paid in 1982, when they paid 
$317.2 million. 

Unemployment Tax
The unemployment tax is often overlooked as 

a business tax.  An employer’s unemployment tax 
is based on the prevailing tax schedule and payroll.  
The applicable tax schedule depends on the health of 
the unemployment fund; as the fund’s balance drops 
(due to rising unemployment), tax rates increase.  In 
2011, the unemployment tax was assessed on the first 
$13,000 of each employee’s wages. The wage base 
will rise to $14,000 in 2013. 

Unemployment tax collections fluctuate with 
economic conditions.  When unemployment rises, 
collections tend to fall, as there are fewer workers 
whose wages generate taxes.  Offsetting the decline, 
though, are tax rates that increase as the unemploy-
ment fund is depleted.  Typically, the former effect 
is larger, and the unemployment fund balance falls 
during a economic slowdown. 

If a recession is long or deep enough (1981-83 
and 2007-09 are examples), the unemployment fund 
can be depleted, forcing the state to borrow from the 
federal government.  During these times, tax rates are 
increased more than usual to repay debt and replenish 
the fund.  Collections rise significantly during these 
times (e.g., 75.1% in 1984). 

In 2011, businesses paid $1 billion in unemploy-
ment taxes, making it the third largest business tax.  
Unemployment taxes have risen 349.7% from $225.8 
million paid in 1982. 

Corporate Income Tax
 Unlike the individual income tax, the corporate 

income tax is flat; that is, companies pay the same 
rate regardless of taxable income.  Wisconsin’s rate 
is 7.9%.

Figure 1:  
2011 Major Wisconsin Business Taxes 

Total: $8.5 Billion



1982 2011 % Inc.
Property* $1,322.0 $4,316.9 226.6%
Sales 317.2 1,356.0 327.5%
Unemployment 225.8 1,015.5 349.7%
Income 322.9 852.9 164.1%
Utility 185.2 372.7 101.2%
Insurance 43.4 140.0 222.6%
Hospital na 414.7 na

   Total $2,416.4 $8,468.7 250.5%

utility tax is applied to car line companies, electric 
cooperatives, and municipal and private light, heat, 
and power companies. 

In total, these companies paid $372.7 million 
in utility taxes in 2011, a 101.2% increase from the 
$185.2 million paid in 1982. 

Insurance Tax
 Insurance companies pay a special tax based on 

their gross Wisconsin premiums for direct insurance 
minus cancellations and other adjustments.  The rate 
is determined by whether the insurers are foreign 
(out-of-state) or domestic (in-state) and by what type 
of insurance is sold.   

In the last 30 years, insurance revenues increased 
222.6%, from $43.4 million in 1982 to $140 million 
in 2011. 

Other Business Taxes and Expenses
Businesses pay taxes other than the ones just 

discussed.  Those listed below are either difficult 
to quantify or are not typically viewed as business 
taxes.

Fuel Tax.  As with individuals, the motor fuel 
tax can be a significant expense for businesses that 
require much travel or transport of goods.  In 2010 
(the most recent year with available data), taxes on 
diesel fuel comprised 21.6% of fuel tax collections 
($209.9 million), the vast majority of which was paid 
by businesses. 

Businesses also pay taxes on gasoline.  However, 
we have no estimates of the business portion of the 
$760.9 million paid in gasoline taxes. 

Miscellaneous Taxes. Businesses pay room taxes 
when employees travel.  There are also occupational 
taxes on coal docks, grain storage and oil refineries 
($1.2 million in 2011).  

The rate is not the only factor  affecting corporate 
income taxes owed.  Before the rate is applied, the 
taxable income must be determined.  This can be 
complicated for multistate corporations. 

Wisconsin law requires combined reporting of 
business income.  Under this approach, the state 
considers the parent corporation and its subsidiaries  
a “unitary business.”  The corporation must combine 
all of its operations and determine the share of total 
business profits taxable by the state. 

Apportionment refers to the process by which a 
corporation determines the percentage of its income 
subject to a state’s income tax.  Wisconsin uses 
a single sales factor formula for determining this 
percentage.  This means companies determine their 
share of in-state sales relative to total sales, and then 
apply this percentage to total income to determine 
state taxable income. 

Like the unemployment tax, the corporate income 
tax is greatly influenced by the economic cycles.  For 
example, during the recessionary years of 2008 and 
2009, corporate income tax collections decreased 
5.9% and 24.9%, respectively.  In 2010, taxes in-
creased 32.6%, as the economy began to recover. 

The corporate income tax was the fourth-largest 
business tax.  Businesses paid $852.9 million in 2011,  
164.1% more than the $322.9 million paid in 1982. 

Hospital Tax
The hospital assessment is based on a statutorily 

determined percentage of an eligible hospital’s gross 
patient revenue.  Revenue from the tax is deposited 
in a fund that supports medical assistance (Medicaid) 
for the poor and disabled. 

The hospital tax was first assessed in 2009 and 
yielded $335 million.  In 2011, it generated $414.7 
million and was the fifth largest business tax. 

Utility Tax
A tax is assessed against utility companies in 

lieu of a property tax.  The utility tax has two forms, 
depending on the type of company: 

 � an ad valorem tax based on the assessed value of 
company property within the state, or

 � a tax or license fee based on gross revenues or 
receipts of the company generated in  Wisconsin. 
The ad valorem tax is applied to air carrier, con-

servation and regulation, municipal electric, pipeline, 
railroad, and telephone companies.  The gross receipts 

Table 1:  
Major Business Taxes in Wisconsin, 1982-2011 

Collections ($ Millions) and % Change
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BUSINESS TAX SHARES
Another perspective from which to examine 

business taxes is from the perspective of government 
budgets; that is, what share of government spending 
is funded by business taxes.  This perspective is of-
ten misunderstood because a tax’s share of all taxes 
depends not only on how fast it is growing but also 
on how fast other taxes are growing.  

For example, suppose income and sales taxes each 
represent half of all taxes collected. If revenue for one 
doubles and is flat for the other, then the 50/50 spent 
will shift to two-thirds/one-third.

State-Local Combined
Despite four recessions during the past 30 years, 

business tax total collections have increased in every 
year but two.  They declined $36.1 million in 1988 
and $290.6 million in 1997.   The 1988 decline was 
due to falling collections from the corporate income, 
utility, unemployment, and property taxes.  The 1997 
drop was due to a decline in farm property taxes 
resulting from the change to use-value assessment.  
On average, business taxes rose 4.4% per year from 
1982 through 2011. 

Business taxes accounted for 32.7% of total state-
local taxes in 2011, down from 38.2% in 1982 (see 
Figure 2).  The decline in share is due primarily to 
three taxes: property, corporate income, and individual 
income.  To aid understanding of the trends, we ex-
amine changes to state taxes separate from local ones.

State
State business taxes generated $4.2 billion in 

2011, up 279.3% from $1.1 billion in 1982.  During 
1982-2011, they rose an average of 4.7% per year. 

Fees. Licensing and registration fees are another 
business expense that some consider a tax.  Most firms 
providing services must have licenses, which range 
from those on familiar services, such as plumbing and 
accounting, to more obscure ones, such as auctioneers 
and cemetery salespersons.  Some industries have fees 
specific to them, such as rental vehicle ($8.2 million 
in 2011) and dry cleaning licensing and solvents fees 
($986,500).

The Department of Transportation (DOT) has a 
variety of other fees and registrations that apply to 
businesses.  For example, there are fees for register-
ing fleets of vehicles, occupational licenses, heavy or 
oversize/overweight truck fees, fees associated with 
dealers, motor carrier fees, and united carrier regis-
tration fees.  These DOT fees totaled $33.5 million. 

Alcohol and Tobacco Taxes. Alcohol and tobacco 
taxes are not thought of as business taxes because it 
is presumed the expense is passed on to consumers.  
Despite this assumption, these taxes are initially as-
sessed against businesses and not consumers. 

The DOR considered the cigarette tax an occupa-
tional tax imposed on businesses until 1983, when it 
was converted to an excise tax (charged to consumers) 
in order to collect taxes from nontribal members buy-
ing cigarettes on reservations.  Despite the semantic 
change, the tax is first paid by a manufacturer or 
distributor when it purchases tax stamps and not by 
consumers.  Cigarette manufacturers and distributors 
paid $665.7 million in cigarette taxes in 2011. 

The DOR considers beer and alcohol taxes an oc-
cupational tax paid by distributors.  In 2011, distribu-
tors paid $55.1 million in these taxes. In addition to the 
tax, there is an administrative fee of 11¢ per gallon. 

Total Other Taxes and Fees.  The total of all other 
taxes and fees discussed in this section is $974.6 mil-
lion.  If this is added to the total of the seven major 
business taxes (Table 1), businesses paid a total of 
$9.4 billion.  

Worker’s Compensation. Worker’s compensation 
is not a tax; however, it is a state-mandated expense. 
To cover work-related injuries, companies must either 
buy insurance or be self-insured.  In addition to the 
insurance payments, companies may have to pay an 
administrative fee to the Department of Workforce 
Development, which administers the program.  There 
is no information available on how much businesses 
pay for worker’s compensation. 
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Figure 2:  
The Ups and Downs of Business Taxes

Business Taxes % of Total State-Local Taxes, 1982-2011 



However, as a share of total state taxes, busi-
ness taxes have fluctuated, rising from 1982 through 
1985, followed by a subsequent 15-year decline (see 
Figure 3).  Since then, business share of state taxes 
has generally been rising.  The business tax share in 
2011 (25.7%) was not much different than in 1982 
(26.5%).  A tale of two income taxes explains much 
of the long decline from 1985 through 2000.   

Corporate Income Tax.  During 1982-2011, total 
state taxes rose an average of 4.8% per year.  However, 
corporate income taxes rose an average of 3.4% an-
nually.  In addition to long-term industrial shifts, the 
slow growth was due mostly to changes in corporate 
organization and business tax planning rather than 
legislated changes.  

Corporate Organization.  Not all businesses pay 
income tax through the corporate income tax. Some 
are organized so that business income and losses 
are “passed through” to owners who pay taxes via 
the individual income tax. These businesses are not 
organized as “C” corporations, but rather as “S” 
corporations, limited liability corporations (LLC’s), 
partnerships, or sole proprietorships. 

The shift in business organization has been dra-
matic.  Nationally, the number of businesses organized 
as “pass through” entities increased from 10.9 million 
in 1980 to 31.9 million in 2008.  During those same 
years, the number of C corporations declined from 
2.2 million to 1.8 million. 

Detailed state figures are not available for Wiscon-
sin, but it is likely that the state experienced a similar 
shift to pass through entities during these years as 
well.  As a result, a declining share of business income 
is taxed through the corporate income tax; more is 
taxed via the individual income tax and goes largely 
unnoticed.  This explains part of the slow growth of 
the corporate income tax. 

Tax Planning. The state corporate income tax 
is one of the most complicated of business taxes. 
Consequently, careful tax planning, especially by 
multistate corporations, can lead to structuring busi-
nesses to reduce income taxes.  Wisconsin adopted 
combined reporting in 2009 to reduce the impact of 
some tax planning. 

Individual Income Tax.  The business share of 
taxes is also affected by the growth of other taxes, 
particularly the individual income tax during 1983-
1999.  During those years, the individual income 

tax was not adjusted (or indexed) for inflation.  That 
meant that as incomes grew, even at the rate of infla-
tion, taxpayers were pushed into higher tax brackets 
and lost some of the value of credits or deductions.  
The result was increasing collections.  During these 
years, individual income tax revenues grew an aver-
age of 6.7% per year.

The relatively rapid rise in individual income 
taxes due to indexing and pass-through business 
income resulted in that tax claiming a larger share of 
state taxes—from 38% in 1983 to 44% in 1999.  As a 
result, the corporate income tax share fell from 7.5% 
to 5.4% of the total.   

Local
Debate over business taxes often centers on the 

corporate income tax.  This narrow focus ignores 
the important role business taxes play in supporting 
counties, municipalities, and schools. 

Local governments rely on the property tax for 
about 37% of total revenues.  In 2011, the property 
tax generated more than $10 billion. Of that, about 
$4.3 billion was paid by businesses.  

During 1982-2011, total property taxes rose an 
average of 5.1% per year.  However, property taxes on 
business climbed only 4.2% annually.  Since the same 
tax rate is applied to all properties, the difference can 
be explained by different growth rates in the value of 
various properties. 

The shift to use-value assessment of agricultural 
property beginning in 1997 is a good example.  In 
prior years, farmland was assessed at its market 
value.  This meant farmland on a city’s edge might be 
highly valued because it could be sold at a premium 
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Figure 3:  
Business Taxes Fall, Rise as Share of All State Taxes

 1982-2011 
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for development.  The switch to use value cut farm 
property taxes by nearly 50% and shifted the burden 
to other types of properties, including residential, 
commercial, and manufacturing.  

The rapid rise in the value of residential prop-
erties—due to both economic conditions and new 
construction—played a role.  During 1982-2011, the 
growth of residential values averaged 6.0% per year.  
By comparison, manufacturing values averaged only 
3.0%.  As residential and commercial values grew faster 
than those of manufacturing and agricultural properties, 
taxes shifted to residential and commercial properties.    

To recap, the decline in the business share of local 
property taxes was due to three factors:

 � a property tax system in which all properties are 
taxed at the same rate;

 � a policy change (use value) that reduced taxes 
on farmers; and 

 � economic and demographic conditions favorable 
to residential and commercial property growth.

FINAL INCIDENCE
One of the most debated tax policy issues involves 

who pays business taxes.  A successful business writes 
a check for income taxes, for example, but does it 
actually pay those taxes? 

Economists have long understood that the final 
burden of business taxes might not be borne entirely 
by business.  As far back as 1959, University of 
Wisconsin tax experts observed in a landmark report 
to the state:

the one who pays the tax does not necessarily 
bear its burden; if the tax is a business cost he 
is likely, in the long run, to pass it on to the 
buyer of his product or services in the form of 
higher prices.  Presumably a businessman, if he 
plans to remain in business, must charge prices 
sufficient to cover costs, and taxes are just as 
much a cost of business as wages and materials.
Two examples are illustrative.  In January 2008, 

Wisconsin’s cigarette tax increased $1 per pack.  As 
mentioned, cigarette taxes are initially paid by distribu-
tors, so these businesses paid the state one additional 
dollar for each required tax stamp purchased.  Re-
searchers studying the tax increase found what smokers 
already knew:  The entire tax increase was passed on 
to consumers in higher prices.  For distributors, the 
tax was a cost of doing business, and like increases in 
fuel costs or wages, they covered it with higher prices.

Cigarette taxes are not the only tax passed on to 
consumers through higher prices.  A law firm owning 
a small building that it uses for offices pays property 
taxes.  When these taxes rise, the firm either makes 
less money due to higher costs or raises client fees 
to offset the higher taxes.  Shifting property taxes to 
consumers is not as obvious as the shift in cigarette 
taxes, but the explanation for it can be the same.

As the above example suggests, tax costs may not 
always be recovered through higher prices.  Corpora-
tions and other businesses treat taxes as costs, like 
wages and benefits, fuel, supplies, and so on, and they 
can pass them on to others in several ways:

 � to consumers through higher prices;
 � to shareholders (owners) through reduced profits, 

dividends, or investment returns; or
 � to workers through reduced wages, benefits, or 

hours, or through job reductions/layoffs.
In all three cases, the burden of the tax is shifted 

from the business to individuals—either consumers, 
investors, or workers.  Understanding who really 
pays business taxes—what economists call final inci-
dence—is important.  In the final analysis, a business 
tax could actually be a sales tax, a wage tax, or a tax 
on investment earnings. 
Research

National.  Much of the study of who ultimately 
pays business taxes involves economic models that 
predict incidence.  A 1996 Congressional Budget 
Office review of these studies came to the following 
conclusions about the corporate income tax:

 � In the short term, the corporate tax is probably 
passed on to investors;

 � In the long term, the burden is unlikely to fall 
completely on these investors, and probably falls 
partly on labor; and 

 � It is unclear how much of the tax is passed to 
consumers via higher prices.

Wisconsin.  In 2004, the Wisconsin DOR pub-
lished its third tax incidence study (others were done 
in 1959 and 1979) that, after looking at all the evi-
dence, made several “shifting” assumptions.  Under 
its “plausible” scenario, DOR assumed that 83% of 
the corporate income tax paid by a manufacturer was 
ultimately borne by owners or shareholders, 13% by 
labor, and the rest by consumers through higher prices.  
For firms in the wholesale and finance industries, 



66% was borne by owners, 17% by labor, and 17% 
by consumers.

The study also showed how business tax shift-
ing differs depending on the tax.  While owners of 
manufacturing businesses were assumed to bear most 
of the corporate income tax, workers (70%) bore most 
of the burden of sales tax paid by manufacturers, with 
consumers (17%) and owners (13%) paying smaller 
portions.  Business owners were assumed to bear 
100% of the property tax burden, a proportion that 
is also debated.

With state taxes, another form of shifting occurs, 
a shift to out-of-state individuals, either nonresident 
consumers or nonresident business owners.  Overall, 
the 2004 DOR study assumed 43% of all Wisconsin 
taxes on business were exported, while 29% fell on 
Wisconsin consumers, 15% on labor, and 13% on 
Wisconsin owners.

NATIONAL COMPARISONS
A final way to look at business taxes is to compare 

Wisconsin with other states.  This is challenging, 
as larger states—whether in terms of population, 
income, or output—generally have more businesses 
than smaller ones and would generally collect more 
business taxes.  To account for this variation, business 
taxes are compared based on their percent of private-
sector gross domestic product (GDP).

Wisconsin business taxes claimed 4.79% of 
private-sector GDP, placing it 31st among the 50 
states. Among neighboring states, the percentages 
were somewhat similar.  Michigan (4.53%, 38th) 
and Minnesota (4.57%, 37th) ranked lower, while 
Iowa (4.82%, 29th) and Illinois (4.87%, 28th) ranked 
slightly higher than Wisconsin (see Figure 4).   

Not surprisingly, in energy-rich states, such as 
Alaska, North Dakota, and Wyoming, business taxes 
claimed the largest share of GDP (16.0%, 11.1%, and 
9.4%, respectively).  Each of these states has sever-
ance taxes on the extraction of minerals, such as oil, 
gas, gold, and silver.  In 2011, Alaska collected more 
than $4 billion in severance taxes, North Dakota $1.9 
billion, and Wyoming $1.0 billion. 

Among Wisconsin’s major business taxes (prop-
erty, sales, unemployment, and corporate income), 
the state ranks highest nationally on unemployment 
taxes (0.46% of private GDP and 12th).  One reason 
is Wisconsin borrowed more than most states from 
the federal unemployment system during the last 
recession.  The state then had to raise unemploy-
ment tax rates to return its unemployment fund to 
solvency.  Relative to GDP, the state’s unemploy-
ment taxes were about 40% above the national 
average (0.33%).

Wisconsin was also among the top 20 states in 
corporate income taxes (0.41%, 18th).  Minnesota’s 
ranking (17th) was similar, while other neighboring 
states ranked 24th or lower.  Nationally, corporate 
income taxes averaged 0.37% of GDP.

Finally, the Badger State placed in the top half 
of states in business property tax burden.  At 2.05% 
of private-sector output, Wisconsin was 5% higher 
than the national norm (1.95%).  The highest busi-
ness property taxes were in Vermont (4.17%), Maine 
(3.92%), and Florida (3.20%).   

DATA SOURCES:
Council on State Taxation; National Tax Journal; State Tax Notes; 
Tax Foundation; Wisconsin Department of Revenue.

Figure 4:  Business Taxes as % of GDP
By State, U.S. Avg.=5.1%, 2011 
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WISTAX NOTES

 WISTAX Expertise Sought by Many.  Lawmakers 
and prominent organizations rely on WISTAX reports and 
testimony when contemplating policy changes.  

WISTAX President Todd A. Berry recently was asked 
to testify before a special state legislative study commit-
tee charged with developing recommendations regarding 
state income taxes.  Berry and the other experts all agreed 
that Wisconsin’s income tax is too complex and suggested 
lowering rates and broadening the tax base as one approach 
to reform.
  The state senate Committee on Education and Correc-
tions also asked Berry to speak, along with other experts.  
He focused on the unique challenges confronting rural 
schools.   Berry warned the committee about trends flying 
“under the radar” that have serious consequences for small 
districts.
 Finally, a group of 22 scholars, researchers, practitioners 
and policymakers has been named by the Center for the 
Advancement of Postsecondary Education at the UW-
Madison to create and share ideas that address Wisconsin’s 
postsecondary education challenges.  Berry is among them. 
Members were each nominated based on their interest in 
education reform and ability to engage others through 
publications, presentations, and critical discussions.  

 � Q&A: Quadrennial clockwork and federal finances 
(#15-12)

 � Property values skip recovery, drop for fourth year 
(#14-12)

The 2012 edition of SchoolFacts is now available.  
In its 17th edition, SchoolFacts is an essential resource 
for individuals interested in Wisconsin schools.  The 
164-page book provides information on school dis-
trict revenues and spending, student characteristics, 
test scores, staffing, teacher pay, property taxes, and 
much more.  

SchoolFacts is the most comprehensive collection 
of up-to-date school district information, allowing you 
to compare districts and benchmark performance.  WI-
STAX also offers supplemental reports to SchoolFacts 
purchasers that compare districts by athletic conference 
or other criteria.  Again, for a third year, WISTAX 
is also offering a 10-year history report for a single 
district.  This report allows users to track a district’s 
progress and spot trends.  

SchoolFacts remains a great value at only $34.95 
per copy, plus tax.  Purchasers of SchoolFacts can also 
get a conference report for an additional $25, a custom 
report, that allows you to compare your district to nine 
others of your choice, for $50, or the 10-year history 
report for $35.  To place your order, contact WISTAX 
or visit www.wistax.org/publications.

Order SchoolFacts Today!
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