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Executive Summary

I. Executive Summary
Since 2009, the height of the financial crisis, the share of first-time home buyers
has decreased from 47% to 33% of the national home sale market.1 During this
time, several states have considered legislation that would create special savings
accounts to help residents save for the purchase of a first home. Nine of them—
Alabama, Colorado, Iowa, Minnesota, Mississippi, Missouri, Montana, Oregon,
and Virginia—have passed this type of legislation. First-time homebuyer savings accounts allow those who have not previously owned a home to deposit
money into a tax-free savings account for the exclusive purpose of purchasing
their first home.

PURPOSE OF REPORT

The National Association of REALTORS® (NAR) commissioned Anderson
Economic Group (AEG) to estimate the potential impact of a proposed firsttime homebuyer savings account (FHSA) law in Wisconsin. The purpose of this
report is to:
• Provide background on similar homebuyer savings programs and practices in

other states;

• Analyze the economic impact that the proposed law would have on the Wiscon-

sin economy; and

• Estimate the fiscal impact of the proposed law on the State of Wisconsin.

OVERVIEW OF
APPROACH

In order to complete our analysis, we took the following steps. We estimated the
economic impact that the proposed FHSA program would have on the Wisconsin economy using a custom input-output model. We then quantified the annual
impact of the program for the first ten years after implementation. We modeled
the FHSA policy written in Wisconsin Senate Bill 59.2
We define the net economic impact of the FHSA program as the economic
activity caused by the program. In other words, we exclude any economic activity that would occur in absence of the program. We refer to this economic activity “net new” activity.

1. Information from the National Association of REALTORS®. The 33% share of first-time
home buyers is from 2018.
2. S.B. 59, 2019-2020 Sess. (Con. 2019).
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We estimated the net economic impact of FHSAs from two sources in particular:
• New construction of homes, accounting for other changes in construction pat-

terns; and

• Professional services associated with home purchases, such as home inspec-

tions, loan origination, etc.

We also estimated the fiscal impact on the State of Wisconsin due to changes in
sales tax, realty transfer tax, and income tax collections. We accounted for
income tax deductions for dollars saved in FHSAs.
We relied on data from Wisconsin REALTORS®, the U.S. Census Bureau
American Community Survey, American Housing Survey, and Decennial Census, the U.S. Bureau of Economic Analysis, and empirical research to produce
the estimates in this report. See “Appendix A. Methodology” on page A-1 for a
detailed description of our data sources and methodology.

1. An estimated 2.4% of eligible Wisconsin residents per year would
utilize a first-time homebuyer savings account. In the first year,
approximately 16,600 eligible residents would create an account. By
the tenth year of the program there would be 93,137 open accounts.

OVERVIEW OF
FINDINGS

According to the U.S. Census Bureau, there are 1.1 million rental units in Wisconsin. Approximately 619,000 of these have heads of household younger than
45, which is the age range where renters are most likely to purchase a first
home. We estimate the share of eligible non-homeowners who would establish
FHSAs would be 2.4% of these eligible households. Once the program reaches
full participation, we estimate that 19.2% of eligible renters will have an open
account.
See “Impact on Home Purchases” on page 15.

2. The proposed First Time Homebuyer Savings Account legislation
would increase home sales by 13,600 homes per year once the program reaches full participation.
Under the FHSA program, owning a single-family home would be slightly less
expensive (by the amount of tax savings). The FHSA program would result in
an increase of roughly 530 home sales to first-time home buyers in the first year
after implementation. This would grow to approximately 5,800 homes in the
fifth year, and reach 13,600 homes annually after 10 years.3
Every year, some FHSA participants will decide to purchase a home, while others will decide to save for another year. The likelihood of a participant purchasing a home increases each year as the savings account matures.
Anderson Economic Group, LLC

2

Executive Summary

Throughout this report, we refer to this range of account owners and transactions over the first ten years of implementation. 2029 would mark the first year
of maximum participation in the program since FHSA accounts must be spent
within ten years.
See “Impact on Home Purchases” on page 15.
FIGURE 1. Estimated FHSA Account Creation and Additional Home Sale
Transactions due to FHSA Program in Wisconsin

Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau,
Wisconsin REALTORS®.

3. The number of program participants after ten years would remain constant if the state’s rental
population remains steady, since the program has a ten-year savings limit. In our model, we
estimate that the state’s renter population will increase by 0.03% per year annually based on
Census Bureau data.
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3. The statewide net economic impact of the FHSA program would
reach $315 million annually once the program reaches full participation.
In the first year after implementation, the FHSA program would create $12.3
million in additional economic activity. Once the program reaches full participation, we estimate that the FHSA program would prompt $315.0 million in new
economic activity due to increased home purchases.
The FHSA program would create 95 jobs in the first year and approximately
2,400 jobs when the program reaches full participation. Earnings for residents
would increase from $2.7 million to $68.8 million, as shown in Table 1 below.
TABLE 1. Estimated Annual

Economic Impact of FHSAs in Wisconsin

Year

Output (millions)

Earnings (millions)

Employment

2020

$12.3

$2.7

95

2021

$31.3

$6.8

243

2022

$58.4

$12.7

453

2023

$93.5

$20.4

725

2024

$135.4

$29.6

1,050

2025

$180.8

$39.5

1,402

2026

$225.4

$49.2

1,748

2027

$264.6

$57.8

2,052

2028

$294.9

$64.4

2,287

2029

$315.0

$68.8

2,443

Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau,
Wisconsin REALTORS®, and U.S. Bureau of Economic Analysis RIMS II Multipliers.

See “Net Economic Impact” on page 17.

4. Once the FHSA program reaches full participation, participants
could contribute up to $466 million annually to their accounts. This
could result in $20 million in foregone income tax revenue.
Based on data from other FHSA programs, we estimate that the average contribution for account holders would be between $2,500 and $5,000 annually. In the
first year after implementation, this would result statewide FHSA contributions
of $41.5 million to $83.0 million, and between $1.8 million and $3.6 million
less in income tax revenues collected by the State.
Once the program reaches full participation, statewide FHSA contributions
would reach $232.8 million to $465.7 million, and $10.1 million to $20.2 million less in income tax collections, as shown in Table 2 on page 5.
Anderson Economic Group, LLC
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See “Fiscal Impact” on page 18.
TABLE 2. Estimated Annual

FHSA Contributions in Wisconsin

Average
Contribution

Total Contributions
(millions)

Total Lost Revenue
(millions)

16,598

$2,500

$41.5

$1.8

16,598

$5,000

$83.0

$3.6

149,067

$2,500

$232.8

$10.1

149,067

$5,000

$465.7

$20.2

Contributors
First Year

Full Participation

Source: Anderson Economic Group analysis using base data from the Wisconsin
Department of Revenue, U.S. Census Bureau and Wisconsin REALTORS®.

5. The overall net fiscal impact of the FHSA program on the State of
Wisconsin would be negligible.
We estimated whether the increase in tax revenues collected from realty transfer
taxes, income taxes on increased earnings, and sales taxes on increased consumption would fall short of or exceed income tax revenue forgone due to
FHSA deductions. We estimate that, after reaching full participation, the net fiscal impact of the program would range between a loss of $7.6 million and a gain
of $2.5 million depending on how much the average account holder saves each
year. Regardless of whether the fiscal impact is positive or negative, the net
impact is very small in comparison to the state’s $16.1 billion in estimated tax
collections during Fiscal Year 2018.4 Table 3 below details the net fiscal impact
of the program by revenue source.
TABLE 3. Estimated

Change in State Tax Revenues Due to the FHSA Program
AVERAGE ANNUAL CONTRIBUTION

Tax Type
Realty Transfer Tax

2020

2020

2029

2029

$2,500

$5,000

$2,500

$5,000

$0.3

$0.3

$8.5

$8.5

Additional Income Tax from Economic Impact

$0.1

$0.1

$2.5

$2.5

Additional Sales Tax from Economic Impact

$0.1

$0.1

$1.6

$1.6

($1.8)

($3.6)

($10.1)

($20.2)

($3.1)

($1.3)

($7.6)

$2.5

FHSA Deductions (loss of Income Tax)
Net Revenue Impact:

Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau, and Bureau of Labor
Statistics.
Note: Columns may not sum to totals due to rounding.
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Figure 2 below shows the fiscal impact of the FHSA program by revenue type
assuming that the average account owner saves $5,000 per year.
Estimated Change in State Tax Revenues Due to the FHSA Program
with Assumed Contributions of $5,000 Per Year
FIGURE 2.

Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau,
and U.S. Bureau of Labor Statistics.

See “Fiscal Impact” on page 18 for a full discussion of the fiscal impact of
the proposed program.

ABOUT ANDERSON
ECONOMIC GROUP

Anderson Economic Group, LLC is a boutique research and consulting firm,
with offices in East Lansing, Michigan; and Chicago, Illinois. The experts at
AEG specialize in economics, public policy, business valuation, and industry
analyses. They have conducted nationally-recognized economic and fiscal
impact studies for private, public, and non-profit clients across the United
States.

4. Wisconsin Department of Revenue, “History of Wisconsin Tax Collections,” http://www.revenue.wi.gov/.
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The Public Policy & Economic Analysis consultants at Anderson Economic
Group has a deep understanding of advanced economic modeling techniques
and have analyzed the economic and fiscal impacts of real estate developments
and housing policies across the country.
For more information, please see “Appendix C: About AEG” on page C-1 or
visit www.AndersonEconomicGroup.com.

Anderson Economic Group, LLC

7

Housing in America and Examples of First-Time Homebuyer Programs

II. Housing in America and Examples of FirstTime Homebuyer Programs
In this section, we discuss issues facing renters today and the economic benefits
of homeownership. We also provide an overview of existing programs that
assist first-time home buyers.

HOMEOWNERSHIP
CONSIDERATIONS

Housing costs as a share of income have risen dramatically over the last few
decades. The share of spending on housing has risen by 7% since 1970, while
the share of other necessities fell from 27% to 11%. Researchers discovered that
growth in the share of housing expenditures grew even more sharply for renters
over this time, with nearly half of all renters spending more than 30% of their
income on housing. Nearly one-third of renters faced an extreme housing burden, defined as spending more than 50% of their income on rent.5
Because shelter is a basic necessity, governments take a special interest in housing policy. In particular, governments often encourage homeownership rather
than renting. Proponents of these policies make several arguments about the
positive aspects of homeownership.6
1.

Homeowners may be more likely to be active citizens, who pursue efforts to
benefit their communities in the long-term;

2.

Homeowners may take better care of their properties relative to renters, raising
property values throughout the community; and

3.

High rates of homeownership are correlated with lower crime rates.

While the causal mechanism for these benefits is still widely debated, numerous
studies have shown correlations between homeownership and these public benefits. Because a causal direction of benefits is not fully understood, we did not
quantify these effects in Wisconsin.

5. David Albouy, Gabriel Ehrlich, &Yingyi Liu, “Housing Demand, Cost-Of-Living Inequality,
And The Affordability Crisis”, NBER Working Paper Series, November, 2016.
6. William Gale, Jonathan Gruber, & Seth Stephens-Davidowitz, “Encouraging Homeownership
Through the Tax Code”, Tax Analysts, June 18, 2007.
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FIRST-TIME
HOMEBUYER
SAVINGS ACCOUNTS

FHSAs allow people who do not and have not recently owned a home to create
a special savings account in which the individual can save a portion of their pretax income without penalty if that money is used to purchase a home. In addition, the interest earned on the account is also considered tax-free. The funds
can be used to make qualified purchases on a home, including a down payment
and closing costs. There are numerous variations regarding these types of
accounts, including restrictions on who can establish accounts, the maximum
allowable contribution each year, the number of years the account can accrue
interest, the types of qualified expenses, and penalties for unqualified use.
Alabama, Colorado, Iowa, Minnesota, Mississippi, Missouri, Montana, Oregon,
and Virginia have adopted laws creating a version of an FHSA program, and
several other states have proposed such laws. These efforts have accelerated
over the last several years. Map 1 below shows the states that have passed or
considered FHSA legislation.

MAP 1.

FHSA Legislative Efforts

Considered
Not Considered
Passed

Source: Anderson Economic Group analysis of state statues, National Association of REALTORS®.
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The characteristics of FHSA programs vary significantly from state to state,
including the annual limit on contributions, the time over which an account may
accrue interest, and the size of the penalty for unauthorized use of funds.
Table 4 below shows the features of FHSA programs in states that have passed
FHSA laws.
TABLE 4. First-Time

Homebuyer Savings Account Legislation

State

Legislation

Alabama

Adopted 2018

Principal
Deductible?

Interest
Deductible?

Maximum Deduction
(Individual/Joint)

Penalty for
Unqualified Use

Yes

No

$25,000/$50,000

10%

Colorado

Adopted 2016

No

Yes

$14,000/$28,000

5-10%

Iowa

Adopted 2017

Yes

Yes

$2,000/$4,000

10%

Minnesota

Adopted 2017

Yes

Yes

$50,000/$100,000
principal/$150,000 total

10%

Mississippi

Adopted 2017

Yes

Yes

$2,500/$5,000

No additional penalty

Missouri

Adopted 2018

Yes

Yes

$20,000 principal/
$30,000 total

5% within 10 years/
10% after 10 years

Montana

Adopted 1997

Yes

Yes

$3,000/$6,000

10%

Oregon

Adopted 2019

Yes

Yes

$50,000/reduction if
income is more than
$104,000

5%

Virginia

Adopted 2014

No

Yes

$50,000 principal/
$150,000 total

5%

Source: National Association of Realtors®, state legislation.

Established Homebuyer Savings Account Programs
In 1974, Canada instituted the Registered Home Ownership Savings Plan
(RHOSP) program. Using this plan, as well as similar savings account plans in
nine U.S. states, we discuss common practices for states looking to implement
homebuyer savings account programs.
The Canada RHOSP Program. The RHOSP program allowed prospective
first-time homebuyers to take a dollar-for-dollar tax deduction for savings to be
used on down payments for a home. The program had an annual contribution
limit of $1,000 with a lifetime limit of $10,000. This would equal roughly
$6,500 per year in today’s dollars and a lifetime limit of $65,000.7 These funds
could accrue interest for up to 20 years, at which time statute required withdrawal. Interest was accrued tax-free. Statutes required withdrawals to be for the
entire balance of the account. If the funds were not used for a home purchase,

7. Figure in U.S. Dollars and estimated using the Bureau of Labor Statistics Consumer Price
Index calculator from January 1970 to May 2017.
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they were taxed as ordinary income. When the program ended in 1986, all
active accounts were converted into tax-deferred savings accounts.
FHSAs in Alabama. Alabama passed FHSA legislation in 2018. Individuals
can deduct up to $5,000 per year and couples filing jointly can deduct up to
$10,000 per year. Deposits are not limited, but the amount of deductions are
limited. The account can only be open for five years; after the fifth year, any
funds not spent on qualifying costs are included in the account holder’s taxable
income. There is a 10% penalty associated with using the money for unqualified
purchases, though the account holder can replace any funds withdrawn within
60 days with no penalty.
FHSAs in Colorado. Starting in 2016, Colorado allowed residents to establish
any one of a wide range of accounts as an FHSA. There is a $14,000 annual
limit on contributions, with no limit on how long the account is allowed to
remain open. An individual can contribute up to $50,000, with a total limit of
$150,000 including interest and dividend earnings. Contributions are not tax
deductible, while earnings are tax-free. If the funds are used for any purpose
other than to buy a home, all taxes plus interest must be paid back to Colorado,
as well as a 5% penalty. The savings account is self administered and taxpayers
report any contributions and interest on their personal income taxes.
FHSAs in Iowa. Iowa passed FHSA legislation in 2017, so it has only recently
been an available option to the public. Residents are allowed to save for up to
ten years, contributing up to $2,000 for individuals or $4,000 if filing jointly.
Both contributions and interest earned on the account are tax deductible. Any
withdrawal for unqualified purchases is subject to a 10% penalty in addition to
repayment of any foregone taxes. The accounts are self administered.
FHSAs in Minnesota. Minnesota passed FHSA legislation for implementation
in 2017. Contributions are limited to $14,000 per year for individuals and
$28,000 per year for married joint filers. The maximum principal on the account
is limited to $50,000 for individual filers and $100,000 for joint married filers.
The maximum interest and dividends plus principal in the account is limited to
$150,000.
FHSAs in Mississippi. Mississippi passed FHSA legislation in 2017. Residents
may contribute up to $2,500 for individuals or $5,000 if filing jointly. There is
no limit on how long the account may remain active, but there is a 10% penalty
on using the funds for unqualified purchases. The accounts are self administered.
FHSAs in Missouri. The Missouri First Time Homebuyer Savings Program
was signed into law by the Missouri Governor in 2018. The plan will allow Missouri residents to deposit up to $1,600 if filing taxes individually, or $3,200 for
couples annually. Parents and grandparents can also set up accounts for their
Anderson Economic Group, LLC
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children or grandchildren and contribute money to the account. Up to 50% of
the maximum principal investment is tax deductible and the interest is earned
tax-free.
FHSAs in Montana. Montana has the oldest FHSA program in the U.S. The
program allows residents to contribute $3,000 per year into a savings account
with no lifetime limit. The annual contribution limit is $6,000 for couples filing
jointly. Both contributions and earned interest are tax deductible. A participant
has up to 10 years to deduct the amount saved for a qualified purchase, at which
point interest can continue to accrue but is taxable. Any withdrawal for unqualified purchases is subject to back taxes and a 10% penalty. Unlike in other states,
the financial institution must be the account administrator, controlling any funds
that are deposited into or withdrawn from the account.
FHSAs in Oregon. Oregon implemented FHSA legislation as of January 2019.
Oregon residents can contribute up to $5,000 per year for individuals or $10,000
for married couples, including contributions, interest, and dividends. These contributions may not exceed $50,000 over all tax years. The Oregon program
includes an income limit; individuals making more than $104,000 will only be
able to deduct a percentage of their contributions to the FHSA. There is a 5%
penalty for unqualified purchases.
FHSAs in Virginia. The rules regulating FHSAs in Virginia are very similar to
the regulations in Colorado. Adopted in 2014, Virginia allows residents to contribute a maximum of $50,000 towards a qualified purchase, with no annual cap
on how much a person can contribute. The total account can have a maximum
balance of $150,000. All interest earned on the account is accrued tax free,
while the principal contribution is taxed as normal income.

EMPIRICAL EFFECTS
OF FHSA PROGRAMS
ON HOME
PURCHASES

We performed a thorough review of economic literature to properly account for
the economic effects the proposed FHSA law might have on home purchases
and other economic variables. We looked at the effect of FHSAs on renter-toowner transitions, as well as how increased demand for homes impacts the construction industry, the demand for professional services necessary for home sale
transactions, and the markets for durable goods, home furnishings, utilities, and
home repairs.

Impact of FHSAs on Home Transitions
To understand the economic and fiscal impacts that the proposed FHSA program would have, we must first understand how many households would transition from renting to owning a home due to the program. We define the act of a
household moving from renting to owning as a home transition, and the share of
households who transition from renting to owning as the transition rate. Since
there have only been nine FHSA programs in practice, the empirical evidence
on the impact on home transitions is limited. The FHSA program in all states
Anderson Economic Group, LLC

12

Housing in America and Examples of First-Time Homebuyer Programs

but Montana have not existed long enough to measure the impact these programs have had. Given the low number of account users in Montana, no formal
studies exist on how the Montana program has induced renters into purchasing a
home.
Several studies have been conducted on the effects of the Canadian RHOSP
program. Because the program was cancelled in 1986, economists were able to
observe both those who enrolled in the program prior to cancellation and similar
enrollees who had not yet purchased a house at the time of cancellation. The
estimated impact of the program was measured as the difference in transition
rates between these two groups after controlling for important factors such as
changes in market conditions over the time period.
The study authors found that the RHOSP program increased the annual transition rate for program participants from renting to home ownership by 3.2 percentage points. This represented a 19% increase in the transition rate.8

Impact of Home Purchases on Construction
If the demand for single family homes increases, then the demand for newlyconstructed single-family homes will also increase. This higher demand for new
construction will produce economic impacts as households spend more on new
construction. However, this may also result in decreased demand for multi-unit
residences which could adversely affect construction impacts.
In our review of the research, we found that the supply of rental housing is only
marginally responsive to changes in price in the short and medium term.9 Therefore, we expect that the impact on rental construction should be minimal. However, studies on the rental housing market typically focus on voucher programs
designed to increase the demand for rental housing and therefore may not be
representative of the market changes brought by the establishment of an FHSA
program. In the long run, the market would be more responsive to price
changes.

Impact of Home Purchases on Other Types of Purchases
While consumer expenditure data makes it clear that homeowners spend more
on all types of goods and services than renters, this does not tell us much about
how the transition from renting to owning affects consumption. Data clearly
shows that homeowners spend more on transportation, health care, durable
goods, utilities, and many other expenses, but homeowners are also older and
8. Engelhardt, Gary V., Journal of Housing Research, “Do Targeted Savings Incentive for Homeownership Work? The Canadian Experience”, Vol. 8, No. 2, 1997, p.225-248.
9. DeLeeuw, Frank & Ekanem, Nkanta F., The American Economic Review, “The Supply of
Rental Housing”, 2001, p. 806-817.
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wealthier than renters.10 It stands to reason that purchasing a home impacts a
person’s desire to purchase consumer goods to furnish their home. This may
also be the case for home repairs and utilities, as single family homes tend to be
bigger than apartments and therefore require more energy to heat, cool, and
maintain. However, we have not found reliable research indicating the magnitude of this effect.
Some research exists on durable goods purchases. While homeowners may purchase more durable goods to furnish their home, it appears that homeowners
may delay these purchases in the six months after buying a home due to the
large capital outlay required to purchase a home.11 While we cannot reliably
estimate the effect of purchasing a home for the first time on durable good purchases, the body of research suggests that the effect is small because these types
of acquisitions require large savings and are therefore planned out well in
advance.

10.Paulin, Geoffrey D., Journal of Consumer Affairs, “A Comparison of Consumer Expenditures
by Housing Tenure”, Vol. 29, No. 1, 1995, p. 164-198.
11. Soutar, Geoffrey N. & Cornish-Ward, Steven P., Applied Economics, “Ownership Patterns for
Durable Goods and Financial Assets: A Rasch Analysis”, Vol 29., No. 7., P. 903-911.
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III. The Economic and Fiscal Impact of FHSAs
in Wisconsin
If Wisconsin were to adopt S.B. 59, there would be an increase in economic
activity due to a change in purchasing decisions of Wisconsin residents. As the
effective price of a home declines due tax savings, more people would transition
from renting to home ownership. In addition, increased home sales would
impact state tax revenues. Below we discuss our analysis of the economic and
fiscal impact of FHSAs on Wisconsin.

ECONOMIC IMPACT

If Wisconsin were to adopt the FHSA program, more residents would purchase
homes, which would spur some new construction and increase spending on
industries associated with home purchases, such as professional services for
loan origination and home furnishings.

FHSA Characteristics
For our analysis, we assumed the following FHSA regulatory framework, based
on the legislation proposed under SB 59:
• Both contributions and interest earned on the account would be deductible.
• A 10-year limit on the account before a withdrawal must be made.
• No maximum annual deduction, with a total deposit limit of $50,000.
• Only purchases of principal residences in Wisconsin are considered eligible.
• The account is managed by an individual, not a financial institution.
• A 10% penalty applies to the non-qualified use of funds from the FHSA savings

account.

This framework is similar to FHSA legislation proposed in other states and is
consistent with proposed legislation in Wisconsin Senate Bill 59.

Impact on Home Purchases
The U.S. Census Bureau estimates that there are more than 1.1 million housing
units occupied by renters in Wisconsin, of which over half have a head of
household under age 45. These 619,000 renters represent the universe of potential and probable first-time home buyers. Using economic research on past
FHSA housing programs, we estimate that an additional 531 of these renters
would purchase homes in the first year, and 13,558 of these renters would purchase homes annually once the program reaches full participation.
Our estimates are based on the experience of the RHOSP program in Canada.
This program covered a large population and was carefully examined using rigorous econometric methods, providing insight into the causal impact of FHSA
programs. The income tax rate (and therefore tax savings) was much higher in
Anderson Economic Group, LLC
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Canada than in Wisconsin. We adjusted the impacts from this study proportionally to account for the lower income tax rate in Wisconsin.
We estimate that the Wisconsin FHSA program would increase the number of
renters who take up an FHSA by 2.7% of all renters under the age of 45 in Wisconsin each year. At some point, a new housing market equilibrium would be
reached given the new demand for owner-occupied homes, the supply of singlefamily and multi-family housing units, and the population of renters available to
purchase these homes. The impacts reported here after year ten will decrease
marginally as the supply of homes and the population of renters declines. The
economic impact we estimate in this report is over the first ten years of implementation, including the tenth year, which measures the effect of the FHSA program at full participation.

Sources of Economic Impact
By encouraging Wisconsin residents to save for a home, FHSAs will spur economic activity through increased purchases. There are six primary types of purchases that will be affected as people transition from renting to owning:
• Construction: Some residents will choose to purchase newly-constructed

homes that would not have otherwise been purchased. This may be offset to
some degree by the decrease in construction of rentals as the demand for rentals
falls.

• Professional Services: Residents who purchase a home will also need to pur-

chase professional services, including loan origination fees, home inspections,
etc.

• Home Repairs: Because homeowners tend to feel more attached to their homes

than their rental units, they tend to spend more on maintenance and upkeep than
landlords.

• Utilities: Homes tend to be larger than apartments and cannot take advantage of

shared utility services. This decrease in the economies of scale will result in
increased spending on utilities.

• Appliances: Apartment buildings often supply durable goods like washing

machines and refrigerators for tenant use. If more people buy homes, they will
likely purchase these durable goods for themselves.

• Home Furnishings: Homeowners may purchase additional home furnishings

for their new home.

The share of purchases that would not otherwise occur differs for each area of
economic impact. We were not able to produce reliable economic impact estimates for all six relevant sectors. See “Appendix A. Methodology” on page A-1
for our methodology in estimating the amount of new economic activity that
would occur in Wisconsin under the FHSA program.
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Net Economic Impact
In the first year after implementation, the FHSA program would create $12.3
million in economic activity. Once the program reaches full participation, we
estimate that the FHSA program would prompt $315.0 million in new economic
activity due to increased home purchases. The program would result in 95 new
jobs in the first year, and approximately 2,443 jobs when the program reaches
full participation. Earnings for residents would increase from $2.7 million to
$68.8 million between 2020 and 2029. Table 5 below breaks down the economic impact by year.
TABLE 5. Estimated

Economic Impact of FHSAs in Wisconsin

Year

Output (millions)

Earnings (millions)

Employment

2020

$12.3

$2.7

95

2021

$31.3

$6.8

243

2022

$58.4

$12.7

453

2023

$93.5

$20.4

725

2024

$135.4

$29.6

1,050

2025

$180.8

$39.5

1,402

2026

$225.4

$49.2

1,748

2027

$264.6

$57.8

2,052

2028

$294.9

$64.4

2,287

2029

$315.0

$68.8

2,443

Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau,
and U.S. Bureau of Economic Analysis RIMS II Multipliers.

The largest source of economic impact originates from increased demand for
professional services associated with home purchases. The impact includes a
multiplier effect on all industries in Wisconsin as the increase in demand for
goods and services in one industry results in greater purchases by the suppliers
and employees in other industries.
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FISCAL IMPACT

If Wisconsin implemented the FHSA program, the State would forego between
$10.1 million and $20.2 in income taxes once the program reaches full participation, depending on the average amount saved by participants. These tax revenue losses would be due to the income tax deductions that would be claimed
under the FHSA program. However, these losses would be partially offset by an
increase in realty transfer tax collections, additional income taxes on new earnings, and sales taxes from increased consumption.

Fiscal Impact on the State
The amounts that individuals decide to set aside in an FHSA program will determine the fiscal impacts of the program. We modeled two scenarios:
1.

Each participant contributes $5,000 to an FHSA annually. This amount represents the most severe (negative) impact on income tax revenues.

2.

Each participant contributes $2,500 to an FHSA annually. Under this scenario
the net income tax impact would be smaller (less negative), and the overall net
fiscal impact would be positive in the tenth year of the program.

Regardless of the annual amount saved—$2,500 or $5,000—the estimated net
fiscal impact of the FHSA program on the state is very small, ranging between a
loss of $7.6 million annually to an increase of $2.5 million annually in the tenth
year of the program. In 2018, the State of Wisconsin collected $16.1 billion in
tax revenue.12 We show the net fiscal impact of the program in the first year and
at full participation in Table 6 below.
TABLE 6. Estimated

Change in State Tax Revenues Due to the FHSA Program
AVERAGE ANNUAL CONTRIBUTION
2020

2020

2029

2029

$2,500

$5,000

$2,500

$5,000

Realty Transfer Tax

$0.3

$0.3

$8.5

$8.5

Additional Income Tax from Economic Impact

$0.1

$0.1

$2.5

$2.5

Additional Sales Tax from Economic Impact

$0.1

$0.1

$1.6

$1.6

($1.8)

($3.6)

($10.1)

($20.2)

($3.1)

($1.3)

($7.6)

$2.5

Tax Type

FHSA Deductions (loss of Income Tax)
Net Revenue Impact:

Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau, and Bureau of Labor
Statistics.
Note: Columns may not sum to totals due to rounding.

12.Wisconsin Department of Revenue, “History of Wisconsin Tax Collections,” http://www.revenue.wi.gov/.
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We show the net fiscal impact of the program by revenue type in Figure 3, presuming a $5,000 average deduction per year. We show the overall net fiscal
impact of the program under a $2,500 and $5,000 deduction scenario in
Figure 4.
Estimated Change in State Tax Revenues Due to the FHSA Program
with Assumed Contributions of $5,000 Per Year
FIGURE 3.
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Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau,
and U.S. Bureau of Labor Statistics.
FIGURE 4.

Estimated Net Fiscal Impact Under Two Scenarios
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Source: Anderson Economic Group analysis using base data from the U.S. Census Bureau,
and U.S. Bureau of Labor Statistics.
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Appendix A. Methodology
In the following section, we outline the data sources we used in our analysis and
discuss the analytical steps taken to produce our estimates.

DATA SOURCES

Our estimates rely on numerous government surveys on population, housing,
and demographics, as well as National Association of REALTORS® data on
home sales in Wisconsin. A complete list of data sources is provided below,
along with a description of how the data was used.
In our analysis we used data from the following sources to complete our analysis:
• The U.S. Census Bureau American Community Survey for the number of

homeowners and renters, and home values in Wisconsin.

• The U.S. Census Bureau American Housing Survey for the share of homes that

are new construction.

• U.S. Bureau of Economic Analysis RIMS II Economic Impact Multipliers for

estimating the indirect economic impacts of the FHSA program.

• U.S. Bureau of Labor Statistics Consumer Expenditure Survey for consumer

expenditure data.

• The U.S. Census Bureau Decennial Census for data on the share of renters by

age.

• Data on home sales and sale prices in Wisconsin, collected from Wisconsin

REALTORS®.

In addition to data from these sources, we used numerous sources of research to
inform our estimates. We describe this research and how we used it below.

ESTIMATING NEW
HOME SALES

To estimate the number of new homes that would be sold due to the credit, we
researched the RHOSP program in Canada. We used data from this program and
research on the effects of this program in Canada to project the number of renters who would establish FHSA savings accounts and the share of account holders who would not otherwise transition to home ownership.
The RHOSP program in Canada had a participation rate of 14% with a mean
marginal tax rate of 36%. Researchers estimated that for every 10% increase in
the marginal tax rate, the take-up rate increased by 3.7%. The effective marginal
tax rate in Wisconsin is 4.3%.13 This implies that 2.7% of renters would transi-

13. “Comprehensive Annual Financial Report for the Fiscal Year Ended June 30, 2018,” State of
Wisconsin Department of Administration, December 2018.
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tion to homes each year due to the FHSA when they otherwise would have continued to rent.
Researchers found that transitions in the first year after taking up a savings
account under the RHOSP program increased by 3.2%. Based on our extensive
knowledge and research of consumer savings and purchasing behavior, we estimate that the likelihood of transitioning would increase exponentially each year
until the 10th year of the program, when we estimate that 90% of individuals
who take up an FHSA would purchase a home, as shown in Table 7.
TABLE 7. Estimated

Increased Transition Rate for Eligible
Participants Under the Proposed FHSA Program in Wisconsin
Years Since Take-up

Increased Transition Rate

Year 1

3.2%

Year 2

5.2%

Year 3

7.9%

Year 4

11.2%

Year 5

15.3%

Year 6

19.9%

Year 7

25.0%

Year 8

30.3%

Year 9

35.9%

Year 10

41.4%

Probability of Transition after 10 years:

90%

Source: Anderson Economic Group.

We applied the increase in the take-up rate to the population of renters younger
than 45 across the state in each year. We concluded that renters younger than 45
are the most applicable population of potential first time home buyers after a
review of economic literature on first time home purchases. We stratified our
estimates over the first ten years of implementation of the FHSA program using
the estimated transition rates shown above.
We multiplied the total number of new homeowners who would purchase a
home because of the credit by the share of purchased houses that would be
newly constructed homes. This produced an estimate for the total number of
homes constructed due to the credit. This is likely a conservative estimate, since
it does not take into account some small amount of existing homeowners that
may be encouraged to purchase a newly-constructed home if they are more able
to sell their existing home.

Anderson Economic Group, LLC

A-2

Our estimate for the share of new construction comes from the U.S. Census
Bureau American Housing Survey, which only has data by housing survey area.
These areas are large metropolitan areas throughout the country. The estimate
for Milwaukee was the only available estimate in Wisconsin. While this data
may not perfectly represent new construction across Wisconsin, it is more
recent and likely to be more accurate than national data.

ESTIMATING THE
FHSA ECONOMIC
IMPACT

To estimate the economic impact generated by FHSAs we considered all
sources of new spending that could be tied to an increase in home purchases. We
considered the following potential sources of economic impact:
• New home construction;
• Professional services used to purchase or sell homes;
• Home repairs;
• Utilities;
• Home appliances; and
• Home furnishings.

To estimate the amount spent on construction, we took the following steps:
1.

We used U.S. Census Bureau American Housing Survey data to determine the
share of homes in Wisconsin in different ranges of home values.

2.

We multiplied the total number of new construction homes by the share of
homes in each value range to determine the number of new constructed homes
by value.

3.

We calculated the midpoint of each range and set it as the estimated value for
homes in that range. For the uppermost range of $2 million or greater, we used a
value of $2 million to be conservative in our estimates.

4.

We multiplied the number of newly constructed homes in each value range by
the midpoint to determine a total value, and summed up the total value for each
range.

5.

To estimate the amount spent on construction, we multiplied the results from
step 4, the total value of all newly constructed homes, by the share of home
value that is spent on construction. Based on a 2018 estimate from the National
Association of Home Builders, construction costs comprise 55.6% of the average value of a newly constructed home.

6.

We applied U.S. Bureau of Economic Analysis RIMS II multipliers for the construction industry in Wisconsin to the total amount of construction spending.

We used a similar approach to estimate the impact FHSAs would generate
through new spending on professional services, with the following adjustments.
In step 2, rather than use the number of newly constructed homes we used the
total number of new homes purchased to account for spending by those purchasing existing homes. In step 5, we multiplied the total value of all homes pur-

Anderson Economic Group, LLC

A-3

chased due to the credit by 6.4% to reflect the share of home value that is spent
on professional services.
We reached this figure by estimating the total value of commissions, loan origination fees, and home inspection fees that homebuyers pay when purchasing a
home. We used data from the National Association of REALTORS® to determine the cost of each type of professional service. We then divided the total
share spent on professional services in half to reflect that some people may
forego purchasing these services, or may purchase a somewhat smaller home in
order to pay for these services.
After a thorough review of economic literature, we were unable to find research
that would allow us to produce a consistent estimate on new purchases of utilities, home appliances, or home furnishings due to the creation of FHSAs. While
we theorize that these types of purchases are likely to increase when home purchases increase, we are unable to estimate the magnitude of this effect.

ESTIMATING THE
FHSA FISCAL IMPACT

To estimate the fiscal impact the creation of FHSAs would have in Wisconsin,
we considered how FHSAs and the resulting economic impact would affect tax
collections in the following areas:
• Realty transfer taxes;
• Sales taxes; and
• Income taxes.

Impact on State Government
To estimate new realty transfer tax collections, we multiplied the total value of
newly purchased homes by the Wisconsin conveyance tax rate. This is equal to
0.3% of the purchase price. We estimated the total value of homes by multiplying the average value of homes sold in Wisconsin in 2018 by the number of
additional sales that would occur. Wisconsin REALTORS® provided us data on
home sales for this estimate, and based on this data we concluded that the average sale price of a home in Wisconsin in 2018 was $325,327.
To estimate new sales tax collections, we took the following steps:
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We multiplied the economic impact on earnings by one minus the average effective state income tax rate (4.34%) to estimate the remaining after tax income
generated by the establishment of FHSAs.

2.

We multiplied the above amount by the share of income that is consumed, as
well as the share of consumption that is subject to the sales tax. This gives us the
amount of income that is subject to the sales tax. To determine the share of
income that is consumed, we used consumer expenditure data from the Bureau
of Labor Statistics. We assumed that people purchasing a home made between
$70,000 and $99,999. This likely captures the majority of first time home pur-

A-4

chasers. In addition, assuming an income of $50,000 to $70,000 or $100,000 to
$150,000 did not materially affect our results. We estimate that 88.1% of disposable income is consumed and 43.8% of consumption in Wisconsin is subject
to the general sales tax based on our professional analysis of Wisconsin taxes
and consumer behavior.14
3.

We added the amount of income subject to the sales tax to the amount spent on
new construction from our economic impact estimate. This gives us the total
amount of spending that is subject to the sales tax.

4.

We multiplied the above figure by the general sales tax rate of 5.0%.

The remaining impact on the State lies only in the change in income tax collections. To estimate this impact we took the following steps:
1.

We multiplied the estimated new earnings from our economic impact analysis
by the average effective income tax rate (4.34%).

2.

We estimated the number of contributors by multiplying the total number of
renters younger than 45 by the take-up rate.

3.

We estimated the amount contributed per person. We estimated the effect under
two scenarios: one in which each participant contributed $5,000 per year and
one in which each participant contributed $2,500 per year. The high end estimate was used to estimate a conservative fiscal impact, where each individual
contributes a flat amount to reach the maximum allowable contribution limit
over 10 years. The second scenario was used to demonstrate that, depending on
realized contribution levels, the fiscal impact could be positive.

4.

We subtracted the lost income tax collections from exempt contributions from
additional income tax collections due to increased earnings.

14.Jason Horwitz and Judy Zhang, “2018 State Business Tax Burden Rankings,” Anderson Economic Group.
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Appendix B. Detailed Exhibits
The following exhibits show the estimated effects of the FHSA program in Wisconsin over the first ten years after the policy is passed..
TABLE 8. Estimated FHSA Account Creation and Additional Home Sale
Transactions due to FHSA Program in Wisconsin

Year

FHSA Accounts
Created

Additional
Home Sale
Transactions

2020

16,598

531

2021

16,197

1,352

2022

15,806

2,518

2023

15,425

4,034

2024

15,053

5,841

2025

14,690

7,800

2026

14,335

9,722

2027

13,989

11,412

2028

13,652

12,721

2029

13,322

13,588

Source: AEG analysis using base data from the U.S. Census Bureau, Wisconsin
REALTORS®.
TABLE 9. Estimated

FHSA Contributions and Deductions in Wisconsin

Year

Total
Contributions
(millions)

Total
Deductions
(millions)

2020

$83.0

$3.6

2021

$161.3

$7.0

2022

$233.6

$10.1

2023

$298.1

$12.9

2024

$353.2

$15.3

2025

$397.5

$17.2

2026

$430.1

$18.7

2027

$451.5

$19.6

2028

$462.7

$20.1

2029

$465.7

$20.2

Source: AEG analysis using base data from the U.S. Census Bureau and
Wisconsin REALTORS®.
Note: Estimates based on a $5,000 contribution per participant per year.
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TABLE 10. Change

in State Tax Revenues Due to the FHSA Program, with Assumed Contributions of
$5,000 Per Year (millions)
Year

Sales

Income

Realty Transfer

Deductions

Total Fiscal
Impact

2020

$0.1

$0.1

$0.0

($3.6)

($3.1)

2021

$0.2

$0.3

$0.1

($7.0)

($5.7)

2022

$0.3

$0.5

$1.6

($10.1)

($7.8)

2023

$0.5

$0.8

$2.5

($12.9)

($9.2)

2024

$0.7

$1.1

$3.7

($15.3)

($9.9)

2025

$0.9

$1.5

$4.9

($17.2)

($10.0)

2026

$1.1

$1.8

$6.1

($18.7)

($9.6)

2027

$1.3

$2.1

$7.2

($19.6)

($9.0)

2028

$1.5

$2.4

$8.0

($20.1)

($8.2)

2029

$1.6

$2.5

$8.5

($20.2)

($7.6)

Source: AEG analysis using base data from the U.S. Census Bureau, and Bureau of Labor Statistics
Note: Columns may not sum to totals due to rounding. Estimates based on a $5,000 contribution per participant per
year.

TABLE 11. Change in State Tax Revenues Due to the FHSA Program, with Assumed Contributions of
$2,500 Per Year (millions)

Year

Sales

Income

Realty Transfer

Deductions

Total Fiscal
Impact

2020

$0.1

$0.1

$0.0

($1.8)

($1.3)

2021

$0.2

$0.3

$0.1

($3.5)

($2.2)

2022

$0.3

$0.5

$1.6

($5.1)

$(2.7)

2023

$0.5

$0.8

$2.5

($6.5)

($2.7)

2024

$0.7

$1.1

$3.7

($7.7)

($2.2)

2025

$0.9

$1.5

$4.9

($8.6)

($1.4)

2026

$1.1

$1.8

$6.1

($9.3)

($0.3)

2027

$1.3

$2.1

$7.2

($9.8)

$0.8

2028

$1.5

$2.4

$8.0

($10.0)

$1.8

2029

$1.6

$2.5

$8.5

($10.1)

$2.5

Source: AEG analysis using base data from the U.S. Census Bureau, and Bureau of Labor Statistics
Note: Columns may not sum to totals due to rounding. Estimates based on a $2,500 contribution per participant per
year.
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Appendix C: About AEG
Anderson Economic Group, LLC is a boutique consulting firm founded in 1996,
with offices in East Lansing, Chicago, New York, and Istanbul. Our team has a
deep understanding of advanced economic modeling techniques and extensive
experience in multiple industries in multiple states and countries. We are experts
across a variety of fields in tax policy, strategy and business valuation, public
policy and economic analysis, and market and industry analysis.
The consultants at Anderson Economic Group are often published on topics
within their respective fields of expertise. Publications from our team include:
• “The Economic Impact of First Time Homebuyer Savings Accounts in Con-

necticut,” completed in April, 2019.

• “The Economic and Fiscal Impact of First Time Homebuyer Savings Accounts

in Alabama, Louisiana, and Michigan,” published in January 2018.

• “The Economic and Fiscal Impact of First Time Homebuyer Savings Accounts

in Missouri,” published in October 2017.

• “The Economic Impact of First Time Homebuyer Savings Accounts in Pennsyl-

vania,” published in August, 2017.

• “Real Estate Taxes for Pennsylvania’s Local Governments,” completed in May

2015.

Past clients of Anderson Economic Group include:
• Governments: The government of Canada; the states of Michigan, North Caro-

lina, and Wisconsin; the cities of Detroit, Cincinnati, and Sandusky; counties
such as Oakland County, and Collier County; and authorities such as the
Detroit-Wayne County Port Authority.

• Corporations: Ford Motor Company, First Merit Bank, Lithia Motors, Spartan

Stores, Nestle, and InBev USA; automobile dealers and dealership groups representing Toyota, Honda, Chrysler, Mercedes-Benz, General Motors, Kia, and
other brands.

• Nonprofit organizations: Convention and visitor bureaus of Lansing, Ann

Arbor, Traverse City, and Detroit, and Experience Grand Rapids; higher education institutions including Michigan State University, Wayne State University,
and University of Michigan; trade associations such as the Michigan Manufacturers Association, Service Employees International Union, Automation Alley,
the Michigan Chamber of Commerce, and Business Leaders for Michigan.

Please visit www.AndersonEconomicGroup.com for more information.
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