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E x ec ut i v e S u m m ary

With its location in the growing Chicago-Milwaukee I-94 corridor just a few miles north of the Foxconn
development and within an easy commute of sprouting industrial parks in Oak Creek and Kenosha,
the Village of Caledonia would appear poised for considerable new economic development and fiscal
prosperity. Indeed, property values and income levels are on the rise, and the village has recently
invested heavily in new tax incremental districts (TIDs), added police and firefighters, and
constructed a new village hall.
Yet, at the same time, Caledonia is not
without its financial challenges. The sizable
TID #4 located alongside I-94 – which was
to be highlighted by creation of a major
business park – so far has attracted only a
few businesses. In the meantime, as
property tax levy support for that TID
grows, village leaders face challenges in
identifying the local resources needed to
further fortify public safety staffing and
respond to growing local road and
recreational needs.
This report explores these apparent
contradictions by providing an independent
analysis of Caledonia’s overall fiscal
condition. Employing fiscal metrics
suggested by the International City/County
Management Association (ICMA), we
assess Caledonia’s financial strengths and
weaknesses and shed light on its capacity
to provide the fundamental municipal
services that are central to fostering
economic growth and meeting the
expectations of its citizens.

The COVID-19 Crisis
The research for this report was initiated in the fall of 2019
and completed in late February 2020. A final draft was
shared with village fiscal officials and administrators in
early March, just before the global pandemic exploded in
the United States and wreaked unprecedented havoc on
the state and national economies.
It is far too early to assess the crisis’ impacts on
Caledonia’s 2020 budget and longer-term financial outlook,
as the severity of those impacts will be influenced by factors
such as the tenure of stay-at-home and social distancing
restrictions and the availability of federal and state financial
support for local governments. For a broad overview of
potential impacts on cities and villages statewide, see our
April 2020 report.
We could have delayed the release of this report for several
weeks to allow time to evaluate how Caledonia might be
impacted by the pandemic’s ramifications. Instead, we felt
the appropriate approach was to release it as we had
written it before the crisis hit to provide policymakers and
citizens with greater understanding of Caledonia’s fiscal
condition heading into these chaotic times and its capacity
to navigate the new financial challenges it will face.

C al ed oni a Bu d get bas ics
A key feature of any fiscal assessment is to determine whether revenues are increasing at a rate
sufficient to sustain existing levels of services and program operations. Chart 1 presents Caledonia’s
actual operating revenues in 2018 for major governmental functions and shows that the village is
highly dependent on a single source of revenue – the property tax – to finance its day-to-day
operations.
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Chart 1: Village of Caledonia operating revenues, 2018 (in thousands)
Property Taxes

$11,710

Intergovernmental

$2,201

Charges for Services

$760

Licenses/Permits

$919

Fines and Forfeits

$523

Department Operating Revenues

$247

Other financing sources

$169

Source: Village of Caledonia financial records

On the expenditure side, as shown in Chart 2, public safety is the single largest expenditure category
at $9.2 million, comprising 55% of the total. Roads and public works are next, at a combined $2.1
million (12.4%). These are closely followed by debt service, at $1.7 million, which is 11% of the
budget and is one of its fastest-growing areas largely due to levy support for TID #4. Debt rose by
33% ($433,000) over the 2013-18 period. By 2020, levy support for the TID had grown to $1 million.
Chart 2: Village of Caledonia operating expenditures, 2018 (in thousands)
Public Safety

$9,223

Roads/Public Works

$2,061

Debt Service

$1,744

Professional

$1,038

Other
Accounting/Treasurer

$989
$345

Administration

$254

Village Governance

$251

Health Department

$177

Maintenance & Utilities

$171

Joint Parks

$147

Municipal Court

$122

Parks Enterprise

$110

Memorial Park

$14

Source: Village of Caledonia financial records
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a n al ysis usin g th e IC MA S YSTE M
The ICMA system is an excellent tool for examining revenue and expenditure trends as well as
broader policy concerns like long-term solvency and service-level impacts. The heart of the ICMA
system is a group of indicators critical to these types of local fiscal circumstances.
This analysis tracks trend results for 12 selected indicators over the 2013-2018 period. On the
following page, we summarize the results. Together, they reveal that the village is financially secure
and at little risk of short-term crisis. Yet, while it has enjoyed healthy revenue growth, its heavy
reliance on property tax levy and, to a lesser extent, intergovernmental revenues create warning
signs for the future. Similarly, while expenditure levels have been controlled despite added staff,
rising debt service obligations, health care costs, and local road needs pose concerns going forward.

c on clusi on
Overall, we find that Caledonia’s fiscal outlook is stable and its near-term challenges are quite
manageable. Nevertheless, village leaders should be prepared for some turbulence as they seek to
capitalize on their economic development opportunities within the confines of state-imposed
revenue constraints, which are likely to hamper their efforts to invest in the infrastructure and public
safety enhancements that may be required to encourage such development.
While it is clear that Caledonia’s financial challenges are not severe, they still justify prudent
planning and long-term decision-making. This is particularly important because many of the factors
influencing the village’s financial fortunes are largely beyond its control.
Healthy revenue growth is dependent on upward momentum in property tax levy (which in turn is
dependent on new development). On the expenditure side, debt service payments cannot be lowered
in the near future without increased development in TID #4, while retiree health care costs will
continue to grow for some time despite the recent elimination of that benefit for most new
employees. These factors suggest the need for continued willingness to explore service sharing
opportunities and other potential cost-saving collaboration with neighboring municipalities, and to be
open-minded to new revenue opportunities should they emerge.
This analysis is the second in a series of local government fiscal analyses that aim to promote
greater understanding among policymakers, civic leaders, and citizens who are working to improve
the resiliency of the Greater Racine region. It was preceded by an April 2018 analysis of the City of
Racine and will be followed by a similar analysis of the Village of Mount Pleasant to be released later
in 2020. We hope these studies will be used in the spirit for which they are intended: to drive
informed fiscal decision-making at the local and state level and collaborative action among those
seeking to address regional policy challenges.
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Budgetary Solvency: Revenues
Net Revenues per Capita

Caledonia’s per capita revenues grew by 9.6% from 20132018, slightly outpacing inflation and allowing the village
to maintain (and in some cases enhance) service levels.

Intergovernmental Revenue
as a % of Operating Revenue

Intergovernmental revenue edged up from 12.1% to
13.3% of total operating revenue, which is of some
concern given the volatility of this revenue source.

Growth in Property Tax
Revenue

Property taxes increased 4% but fell 3.5% when adjusted
for inflation. The trend is healthy but future growth may
need to be more robust to support expenditure needs.

Budgetary Solvency: Expenditures
Net Expenditures per Capita

Per capita expenditures grew 13.8% -- well above the 7.8%
inflation rate – driven by public safety and debt service
needs. This raises concerns in light of revenue constraints.

Employees per Capita

The village added 10.7 FTEs, which on the one hand
signals an ability to meet service demands but on the
other bears watching in light of revenue constraints.

Expenditures by Major Function

While the village largely saw balanced distribution of
expenditure growth among its major functions, an
exception is debt service, which is growing at a faster rate.

Fringe Benefits

After holding health care and pension spending steady
from 2013-2016, Caledonia saw a 27% increase by 2018.
Such increases may not be sustainable.

Long-Term Budgetary Solvency
Retiree Health Care Funding

Caledonia’s $5.3 million retiree health care liability is
modest when compared to some other governments, but
the 22% increase from 2013-2018 bears watching.

Long-term Debt

While the village’s debt load is manageable, its debt as a
percentage of equalized value has grown significantly in
recent years (from 1.0% in 2013 to 2.5% in 2018).

Capital Improvements and
Repair and Maintenance

Caledonia has maintained steady investment in capital
improvements and its assets are largely in good condition,
but a backlog of local road needs may be emerging.

Cash Solvency
Liquidity

At 0.8 to 1 in 2018, the village’s ratio of cash and shortterm investments to current liabilities is within the ICMA
standard of 1:1.

Fund Balance

Caledonia’s unassigned general fund balance grew over
the 2013-2018 period and now stands at 29% of General
Fund expenditures
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