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Understanding the State Budget Process

The state budget is usually the most important piece of legislation passed in every legislative session, but it has a timetable and 
terminology that can be confusing. To help demystify the process, we offer the following overview; our online version of this Focus 
(available at wispolicyforum.org) also offers a glossary of budget terms, including those in boldface here.  
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Few issues so dominate the legislative 
process as the state budget. The tax 

and spending plan captures the attention 
of the governor, lawmakers, state agencies, 
lobbyists, and the media for months every 
odd-numbered year.

With control of state government now 
split between Democratic Governor Tony 
Evers and majority Republicans in the 
Legislature, the process will likely take on 
even more political drama and, potentially, 
delays in adoption of a final product.

For those unfamiliar with state govern-
ment, the budget can seem intimidating, 
with a language and a timeline all its own. 
Yet, once the jargon is stripped away, the 
process and the concepts are all fairly 
simple. To help readers understand this 
process—and what is at stake—we offer 
an overview of several major decision 
points, budget elements, and issues facing 
state leaders.

Two-year Plan

The state budget encompasses two 
fiscal years, or a biennium, such as from 
2017-19 (the current budget) or 2019-21 
(the next one). A fiscal year runs from 
July 1 of one year to June 30 of the next. 
Ideally, the 2019-21 budget should be in 
place by July 1of this year; if not, spend-
ing will continue at current levels until 
the new budget is enacted. 

The budget process begins in the 
fall of each even-numbered year when 
agencies submit their requests to the 
governor. These spending proposals are 
balanced against projected revenues as 
the governor begins drafting the budget 
bill. If the governor’s office changes hands 

after an election in the fall, delays may 
creep into the preparation process, as have 
occurred this year.

The public portion of the budget pro-
cess begins in February or March when the 
governor officially presents the budget to 
the Legislature. The budget bill is lengthy, 
typically running more than 1,000 pages. It 
includes expenditures for every agency and 
program in state government, and revenues 
from taxes, fees, and federal aids. The 2017-
19 budget includes more than $75.7 billion 
in total expenditures. 

Budgets Within the Budget

That total budget figure masks some 
important components. Often, when law-
makers and the governor talk about “the 
budget,” they are really referring to the 
general fund budget which is supported 
primarily with general purpose revenue 
(GPR). In 2017-19, GPR accounted for 
roughly 46% of the budget, or $34.6 billion.

Table 1 shows the main sources of 
GPR, while Figure 1 shows the eight 
biggest GPR-funded programs, including 

state aids to K-12 schools, Medicaid, aids to 
local governments (shared revenue), state 
prisons (corrections), and the UW System. 
Much of the debate over the state budget 
involves the collection and allocation of 
GPR: most reductions in state taxes result 
in less GPR, while any increases in general 
fund programs require more. 

Federal revenues, such as payments 
in support of programs like Medicaid, 
FoodShare, funding for schools serving 
low-income students, and transportation, 
comprise another 29% of the total budget, 
or $21.6 billion in 2017-19. Program 
revenues, which come primarily from fees 
such as tuition and state parks charges, are 
expected to generate $12.1 billion in 2017-
19, or roughly 16% of the total. 

The last major component of the 
budget are programs funded with sepa-
rate, distinct sources known as seg-
regated funds, which are set aside 
for specific purposes. The largest of 
these is the transportation fund, which is 
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Table 1: Income, Sales Taxes Fuel GPR
Amts. in $Millions, FY 18

Fig. 1: GPR Goes to Schools, Medicaid
Top Eight GPR Programs, in $Millions FY 18

Source: Wisconsin FY 2018 Annual Fiscal Report
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Tax FY 18 % of Total
Indv. Income $8,479.2 52.5%
Sales $5,448.1 33.7%
Corp. Income $893.9 5.5%
Excise $680.0 4.2%
Utility $365.3 2.3%
Insurance Co. $186.3 1.2%
Misc. $91.4 0.6%
Total $16,144.2 100.0%
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n A report by the U.S. Government 
Accounting Office warns state and 
local governments will face a growing 
gap between revenues and expenditures 
over the next 50 years, driven largely 
by health care spending.

“Absent any policy changes by state 
and local governments, revenues are 
likely to be insufficient to maintain the 
sector’s capacity to provide services at 
levels consistent with current policies 

during the next 50 years,” the GAO 
states, adding that based on its simula-
tions “states and local governments 
will need to make policy changes to 
avoid fiscal imbalances before then 
and assure that revenues are at least 
equal to expenditures.”

Most of the projected growth in spend-
ing will be for Medicaid, which funds 
medical care for the poor, elderly, and 
disabled. The GAO estimates Medic-

comprised mainly of revenues from the 
state’s 32.9-cent-per-gallon gas tax and 
$75 vehicle registration fees. In part be-
cause of slowing growth in these revenue 
sources, transportation funding is likely 
to be one of the most contentious issues 
in the upcoming budget deliberations. 
Segregated funds are expected to com-
prise about 10% of the 2017-19 budget, 
or $7.4 billion.

Legislature’s Role

Once the budget bill is introduced, it 
goes to a single legislative committee, the 
Joint Committee on Finance (JCF), for 
action. The JCF, which includes members 
from both legislative houses, is considered 

final deal. This year both houses are con-
trolled by Republicans, who may be able 
to reach an agreement among themselves 
more quickly. However, timely passage in 
the Legislature may not guarantee a deal 
with the governor, whose vetoes could also 
delay enactment.  

Governor’s Pen

The final bill then heads to the gov-
ernor, who may sign it; let it take effect 
without signing it; veto it entirely; or use 
his powerful partial veto to reduce spend-
ing or strike out words or phrases in the 
bill. Although lawmakers may override 
the governor’s vetoes by a two-thirds 
vote, they have not done so since 1985. o

one of the most powerful budget com-
mittees in the country because it acts on 
the budget, as well as specific taxes and 
spending items. Those are usually split 
among several committees in other states 
and Congress. Typically, the JCF holds 
public hearings on the bill in early spring, 
then begins amending it in May.

When JCF’s work is done, the bill 
moves to each legislative house for fur-
ther amendments and approval. If the As-
sembly and Senate do not agree on a final 
version, a conference committee made 
up of leaders from both houses works out 
a compromise. In years when control of 
the Legislature has been split, conference 
committees have taken months to reach a 

aid spending will grow at an average 
of 5.5% annually from 2019 to 2028. 
The GAO projects per capita Medicaid 
spending will rise 0.5% higher than the 
per capita gross domestic product from 
2018 to 2067. 

Health benefits for state and local 
employees are also projected to rise 
0.9 percentage points higher than GDP 
during the same period, the report 
states. 

We are going all-digital April 1!  
The print edition of the Focus ends 

April 1. If you want to receive it elec-
tronically, please register your email at 

info@wispolicyforum.org
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