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Despite their
organizational
muscle and

media bullhorns, the
opponents of the
Taxpayers Bill of
Rights (TABOR) find
themselves in an
unenviable position.
While they continue to
raise a host of objec-
tions, they are stuck
with having to make
three basic arguments:

First, they must
convince the public
that taxes in
Wisconsin are not
high enough and that
state and local governments cannot be expect-
ed to live within their means. More specifical-
ly, opponents will have to argue that, even
though Wisconsin’s taxes are 12.8% above the
national average, spending should continue to
be allowed to grow faster than our ability to
pay. 

Second, they must make the case that we
should trust politicians more than voters to
restrain spending.

And third, they must argue that it is not
necessary to restrain the growth of govern-
ment spending to attract more jobs and invest-
ment in the private sector.

There are, of course, other objections to
amending the state constitution, including issues
of local control, the rigidity of the limits, the

effects on public ser-
vices, and cautionary
lessons from
Colorado. But, ulti-
mately, the debate on
TABOR will turn on
the questions of
taxes, trust, and pri-
orities—and whether
Wisconsin needs a
fundamental change
in its political culture.

Here is the con-
text for the debate:

• In June, the
Bloomberg Wealth
Manager rated
Wisconsin dead
last—the worst state

in the entire country — as a place for retire-
ment; and second last in overall personal
wealth friendliness.

• In July, new figures from the Census
Bureau showed that Wisconsin ranked 5th in
total state-local taxes as a share of income,
down a notch from fourth in 2000.

• Despite—and, in part, because of—mas-
sive state aid to local governments and school
districts, property taxes in Wisconsin are 27%
higher than the national average while state
income taxes are 34.5% higher.
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• New studies suggest that Wisconsin taxes
more because it spends more. State and local
governments spend 7.7% more than the
national average, while our personal income
was 2.8% below the national average. Put
another way, former state budget director
Richard Chandler estimates that state taxpay-
ers pay $2.4 billion a year more than if
Wisconsin limited its spending to the national
average. (See accompanying article.)

• State and local government spending now
consumes 21.4% of the state’s personal income,
compared with a national average of 19.9%
and a regional average of 19.6% in 2002.

• A year after the defeat of the property tax
freeze, local school districts raised taxes by an
average of 7.3%, the largest increase in a
decade. More than half of the school districts
that raised taxes increased their levies by more
than double the rate of inflation. Nearly a third of
them had double-digit increases; only 12%
held the line or cut their levies. Much of the
increase went to feed rapidly growing fringe
benefit programs, which continue to devour
ever larger portions of school budgets. 

• In the City of Milwaukee, despite high-
profile attempts to freeze taxes by both Mayor
Tom Barrett and County Executive Scott
Walker, the average taxpayer saw an 8.7%
increase in their tax bills, largely as the result
of a 13% increase in the tax levy for Milwaukee
schools.

Limiting the Growth

While all of these developments strength-
en the case for a Taxpayers Bill of Rights
(TABOR), it is important to note that no ver-
sion of TABOR would necessarily have
stopped any of these increases. 

Indeed, TABOR is both radical and sur-
prisingly moderate in its scope. While it would
write a permanent and uniform limit on
spending into the constitution (its radical com-
ponent), it would force no deep cuts in spend-
ing or taxes. It simply ties spending growth to
the ability of the taxpayers to pay for it (using
the CPI or growth in personal income, plus
population growth). While critics insist that

this would put government into a fiscal strait-
jacket, the amendment provides an out by per-
mitting the limits to be exceeded through refer-
enda. 

“To hear some people talk,” sneers the
Journal Sentinel editorial board, “if Wisconsin
approves a taxpayer bill of rights, long-suffer-
ing taxpayers will finally find their promised
land.”

In fact, no serious supporter imagines that
TABOR will be a panacea. To the contrary, it
would require continued vigilance by taxpay-
ers, who would still be confronted by well-
organized campaigns to increase the size of pet
spending programs. 

But it changes the rules fundamentally by
giving voters, rather than politicians, the final
say on tax increases.

The Billion-Dollar Question

Perhaps because of its intrinsic appeal,
opponents of TABOR often seem uncertain
whether they should dismiss the tax limit as
unnecessary (by insisting that taxes aren’t real-
ly that high, and we are already holding the
line), or denounce it as a reckless scheme that
will beggar the public sector.

One story in the Journal Sentinel, for exam-
ple, suggested that some units of government
were already meeting the goals set by the
authors of TABOR, while another in the same
paper suggested that the amendment might
lead to the elimination of all state support for
the University of Wisconsin System or disman-
tling the state Department of Corrections. (The
award for the most intemperate rhetoric goes
to the Journal Sentinel editorial board, which
coupled its apocalyptic warnings about dra-
conian cuts with the suggestion that support-
ers of the measure regarded government as the
“Great Satan.” Does this imply that opponents
regard it as a “savior”?)

But the evidence suggests that TABOR is
neither pointless nor extreme.

Chandler’s study, for example, found that
if state and local government spending had
grown only as fast as the rise in personal
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income, spending in Wisconsin would have
been $2.58 billion lower in 2002 alone.
Firehouses would not have closed; schools
would have kept their doors open. The sky
would not have fallen. Those savings would
have allowed us to maintain essential govern-
ment services and could have translated into a
19% cut in property taxes and a 25% cut in
income tax collections.

Chandler’s analysis suggests how out-of-
control public sector spending increases have
been.

Between 1986 and 2002, inflation rose by
64% and personal income in Wisconsin rose by
107%. But K-12 school spending per pupil rose
125%. County spending
jumped 151%.

The numbers are eye-
popping: If state and local
spending had been held
to the increase in the cost
of living plus population
growth, in 2002 total state
and local spending would
have been $9.62 billion
less than the actual level.

But even tying spend-
ing growth to personal
income growth — a far
more liberal bench-
mark — yields dramatic
results. If Wisconsin had tied spending growth
to personal income growth in 1986, Chandler
estimates that by 2002 Wisconsin’s state and
local government spending level would have
been brought roughly into line with national
and regional averages. Instead of spending
21.4% of personal income on state and local
government, Wisconsin would have spent
19.8% of personal income, compared with the
national average of 19.9% in 2002.

That, in a nutshell, is the case for a
Taxpayers Bill of Rights, a constitutional
amendment that sets a reasonable benchmark
for the scope of government spending and
establishes a system of checks and balances.
On the merits, opponents of tax limits will

have to argue that it would be a disaster if
spending by schools and local governments
had risen by 107% instead of 125% or 151%.
They will also have to explain why voters can-
not be trusted to see the distinction.

Precedents

Contrary to the opposition’s often-fervent
rhetoric, TABOR is hardly an untested idea. Not
only do 27 states already have spending limits
(with the majority using growth in personal
income as a starting point), but the amendment is
also based on two well-established principles in
Wisconsin government:  cost controls and the use
of referenda as a check on excessive spending.

Since 1993-94, the
state has limited increases
in local school spending.
State law also limits how
much money counties can
raise through the proper-
ty tax, while the
Expenditure Restraint
program rewards munici-
palities that hold the line
on spending.

Like TABOR, current
state law limiting school
revenue increases pro-
vides for referenda if local
districts wish to pass
building programs or

exceed the revenue caps.  Since 1991, voters
have approved more than $5 billion in school
building referenda and revenue cap exemp-
tions worth tens of millions of dollars. But in
both cases, the amounts approved were less
than half what elected school boards had
sought.

This leads to several conclusions:

• Wisconsin voters have a long track record
of voting directly on tax and spending issues.

• Without the check and balance of referen-
da, spending would have been dramatically
higher; and in the case of school building pro-
jects, more than $5 billion higher.

Wisconsin voters have a
long track record of

voting directly on tax
and spending issues.
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• The limits are not a suffocating and rigid
straitjacket because tax increases are not
always defeated. Many districts have been able
to proceed with their building projects and
exceed state-mandated revenue caps by get-
ting the consent of their constituents. (In
Colorado, the success rate of referenda to raise
taxes for specific purposes tops 90%. But offi-
cials are forced to narrowly tailor their propos-
als and make the case for each increase.)

• The requirement that voters approve tax
increases has prevented an unknown number
of other spending increases, acting as a brake
on elected officials who wanted to avoid the
referendum process. It’s impossible to know
how many such schemes died aborning,
because officials knew they would be unable to
convince voters to approve them.

Perhaps most important of all though, is
the way that the referenda change the political
culture, because they re-engage the electorate
in the decision-making process that is other-
wise dominated by entrenched special inter-
ests. In Colorado, even the sharpest critics of
that state’s TABOR concede that the require-
ment of taxpayer approval for tax increases is
politically untouchable, which suggests that
the referendum requirement may be the key-
stone concept of the amendment.

Another keystone is its permanence,
embodied in the state constitution. This has
also drawn fire, again most notably from the
Journal Sentinel editorial board which declared
that the “TABOR premise is . . . fundamentally
flawed” whatever spending benchmark it uses. 

“Simply,” the editorialists declare, “spend-
ing limits do not belong in a state constitu-
tion.”

To which the obvious question is: why
not? By their very nature constitutions set lim-
its on the powers and size of government vis-
à-vis both its citizens and its taxpayers. 

Indeed, Wisconsin’s state constitution
already addresses numerous issues involving
both spending and taxing in addition to Article
I, Section 22, which declares: “The blessings of

a free government can only be maintained by a
firm adherence to justice, moderation, temper-
ance, frugality, and virtue. . . .”

How quaint. And, given our track record
over the last few decades, how ironic. Founded
on the notion of moderation and frugality,
Wisconsin has become an icon of runaway
spending and massive budget deficits,
matched only by our enthusiasm for raising
taxes. 

As for the constitution being too “sacred”
a document to clutter up unnecessarily, one
wonders whether any of the editorialists have
waded through the 16-page document that
addresses everything from the uniformity rule
of taxation, the requirement of a balanced bud-
get, rules for contracting state debts, municipal
home rule, the powers of county boards, the
creation of town governments, the transporta-
tion of school children, the use of school build-
ings, the quorum requirements for votes on fis-
cal bills, and rules involving the state school
fund. 

TABOR would hardly be out of place.
Moreover, writing it into the constitution as
opposed to a biennial budget or state statutes
would have the added advantage of being
both uniform and permanent, providing a
degree of predictability wholly lacking in the
current environment.

Trusting Politicians 

But, critics will ask, doesn’t the responsi-
bility for high taxes lie with the voters in the
first place? The Journal Sentinel editorial board
articulates the argument:

Voters hold legislators accountable for
spending decisions every few years — in
elections. And if local democracy means
anything, it means that locally-elected offi-
cials should be able to make the decisions
they were elected to make and not have the
state or voters from elsewhere in the state
make those decisions for them. If these offi-
cials are consistently wrong, they get boot-
ed out.

In other words, if taxpayers really want
lower taxes shouldn’t they just elect more fis-
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cally conservative officials? The answer is, of
course, yes. But, unfortunately, that may not
be enough.

In Milwaukee, for example, voters elected
both a county executive and a mayor who
promised to freeze property taxes. (As well as
for a governor who promised no tax increases.)
Sentiment on the issue continues to run high.
No school referendum has been offered in the
City of Milwaukee since the early 1990s, when
voters defeated an ambitious bonding plan by
a margin of 3 to 1. 

Sticking to their promises, Mayor Barrett
proposed and eventually signed a budget that
met the requirements of the legislative
Republican “freeze,”
while County Executive
Walker proposed a no-
increase county tax levy.  

Despite the fact that
voters had elected offi-
cials who promised to
hold the line, however,
the average Milwaukee
taxpayer ended up with a
2004 tax bill that was 8.7%
higher. 

How had that hap-
pened? Despite the heroic
efforts by Barrett and
Walker, the Milwaukee School Board
approved a levy increase of more than 13%,
effectively wiping out the savings in city and
county government. Of course, voters had also
elected the school board members, but they
had a much lower profile and are elected with
only a fraction of the attention and turnout of
the higher profile races.

Milwaukee’s experience illustrates the rad-
ical breakdown in accountability of the current
system: taxpayers vote against tax increases
only to see their bills skyrocket.

That scenario would be far less likely
under TABOR. If the voters had had a chance
to vote on the Milwaukee School Board’s dou-
ble-digit tax, it is likely the board would have
adopted a far more modest package.

Conversely, if they had taken the full increase
to a referendum, property taxes would only
have risen if voters wanted them to rise. There
would no longer be a disconnect between the
voters and the results. 

But, critics complain, doesn’t the reliance
on referenda undermine our system of repre-
sentative government, implying a more gener-
al lack of confidence in elected officials to
make critical decisions? 

To which the honest answer is: Well, yes. 

The series of scandals engulfing city, coun-
ty, and state politicians—Milwaukee County’s
pension grab, the indictment and conviction of

Milwaukee aldermen, the
imprisonment of Senator
Gary George, the widen-
ing scandal involving
OIC — makes this an
especially inopportune
moment to insist that we
“trust” politicians. But,
taking a longer view, nei-
ther political party has a
particularly admirable
record of restraint in tax-
ing and spending. 

Part of that, however,
is systemic.

It’s the spending, stupid.

Given the state’s Rube Goldberg fiscal sys-
tem in which one unit of the government (the
state) raises most of the money while others
(local) spend most of it, it is impossible to
unbundle the various taxes or taxing units.

For years, what passed for property tax
relief was really an inducement to tax and
spend at even higher levels. For every dollar in
aid the state sent in relief, local officials lever-
aged the found money into $1.60 in spending.
And so it went. 

By 2000, state government was raising
64.5% of state taxes, but accounted for only
39.9% of the total state-local spending. As Dale
Knapp and Todd Berry of the Wisconsin
Taxpayers Alliance noted: “The more local

For every dollar in aid
the state sent in relief,
local officials leveraged
the found money into

$1.60 in spending. 
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governments rely on outside state and federal
aid to fund their services, the more they spend
per capita.”

The result is an “accountability gap” in
Wisconsin politics. Knapp and Berry describe
the political gavotte:

If citizens perceive local taxes to be too
high, they will protest to state and local
government officials. The gap between
state taxing and local spending allows pub-
lic officials to place at least some of the
blame on each other. Local officials can
claim that state aids have not kept up with
the costs of dual-funded programs, thus
placing a larger burden on property tax-
payers. State officials can deflect the blame
for high taxes to local governments, main-
taining that, despite a large portion of state
tax dollars being returned to local govern-
ments, local taxes are high because local
governments are spending more.

This dance of blame was played out in this
year’s school tax hikes, as local officials point-
ed to lower state aid for their increases after
Governor Doyle’s budget had abandoned the
pledge that the state would pay two-thirds of
the cost of K-12 education. But history suggests
that if state officials restore the cuts and
increase “relief” payments, the moves will sim-
ply result in more local spending. And so it
goes: cut the aid, taxes go up. Increase the aid:
taxes and spending go up.

“Hence,” wrote Knapp and Berry, “the
great Wisconsin contradiction: Almost two-
thirds of state general fund expenditures are
aimed at relieving property taxes, but levies
here remain 23% above the national average.”

The failure of Milwaukee’s officials and of
“property tax relief” schemes to protect tax-
payers are also reminders that without a com-
prehensive approach to limiting taxes, any
effort to halt the tax-and-spend spiral is
doomed to fail. At this point, only a Taxpayers
Bill of Rights attacks spending at all levels of
government simultaneously.

TABOR’s Pinch

Perhaps the most compelling argument
against TABOR is the threat that it poses to
existing public services. In their doomsday sce-
narios, opponents warn of massive layoffs and
cuts in popular programs.

But the worst-case scenarios for cuts under
TABOR assume that the rest of the state’s fiscal
and political culture will remain untouched,
and that decision-makers will continue to
avoid making hard choices and difficult cuts.
This is especially true when it comes to con-
trolling the cost of public employee fringe ben-
efits, especially public school teachers. 

At current rates of growth, the cost of
fringe benefits will exceed the cost of teacher
salaries in a few years. The average school dis-
trict pays more than 95% of the cost of insur-
ance premiums, which have risen 40.7% since
2001-02. Already, Wisconsin provides far more
lavish benefits than neighboring states. In
2002-03, benefits for Wisconsin teachers
topped 46% of the cost of salaries. 

If TABOR were to pass and Governor
Doyle were to continue to block efforts to give
school districts flexibility on teacher health
insurance, school budgets would be increas-
ingly squeezed. On the other hand, TABOR
would also increase pressure on officials to
make choices and changes that they have been
reluctant to make to date. As Scott Niederjohn
demonstrates in an accompanying article, tax-
payers could save $100 million a year simply
by shifting teachers into the still generous (but
less costly) state health insurance program.

Political Will

As the debate is joined this spring, there is
likely to be continued infighting among erst-
while supporters of a so-called strong TABOR
versus weaker versions: debates over whether
it should be pegged to consumer prices or
growth in personal income. Some supporters
may try to plant poison pills in the measure
such as making it a statutory rather than a con-
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stitutional provision, thus guaranteeing its
death by veto; and the Journal Sentinel and
other major newspapers have staked out
adamant anti-TABOR positions. 

So far, though, the strongest objections to
constitutional tax limits are less intellectual
than they are institutional, as local govern-
ments and school officials protect their turf by
mobilizing against the amendment.

In the end, the greatest barrier to funda-
mental, meaningful reform may be a lack of
political will.

Despite the evidence of strong grass roots
support for a tax-limiting measure, legislative
Republicans, especially those in the senate, are
clearly conflicted on the issue. While support
for a property tax freeze remains strong, senate
Republicans would not even bring the amend-
ment up for a vote in 2004, a move that cost
Majority Leader Mary Panzer her job. Panzer
had repeatedly promised a vote on the amend-
ment, only to pull the plug twice in the sum-
mer of 2004. 

Largely as a result of her abandonment of
TABOR, she was defeated in her own primary
by a margin of almost 80 to 20. While that
should have been a resounding message to her
colleagues, the senate Republicans responded
in December by ousting the pro-TABOR inter-
im senate leader and replacing him with one of
the anti-TABOR hold-outs, Dale Schultz.

The senate’s repeated failures on TABOR
suggest just how acclimated even Republicans
have become to the fiscal culture of the Capitol
and reluctant to fundamentally change the
rules that have fueled the spending culture of
government for generations.

But in the absence of a Taxpayers Bill of
Rights, it seems unlikely that taxpayers will get
any of the relief they are increasingly demand-
ing, which guarantees that taxes and spending
will be at the center of the 2006 gubernatorial
election.

Wisconsin Interest 13



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




