
Taxes for the Common Good

A look at the 2022 proposals in Iowa



"Taxes are what we pay 

for civilized society.''

— Oliver Wendell Holmes, Jr., 

U.S. Supreme Court Justice



Proposed

FY 2023

General Fund

Budget

$8.2 

Billion
Source: Governor’s Budget,

Iowa Dept. of Management

Why we need taxes: Services



Where we get the money

Estimated

FY 2023

General Fund

Revenues

$10.9 

Billion
Source: Governor’s Budget, 

Dept. of Management
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Plus, state controls other taxes, such as:

— Fuel taxes to pay for roads and bridges

— Property Taxes to fund local services 

provided by cities and counties, K-12 schools 

and community colleges

— Other taxes and fees



• Severely reduce the Property Relief Act•  Severely reduce the state income tax

— Drop top rate from 6.5% to flat rate 

— Senate: eventually eliminate income tax

Governor, House and Senate all would:

Three plans on the table

• Eliminate tax on all retirement income

• Special provisions for farmers

• Senate: Sales-tax changes

• Senate & Gov: Corp. income tax changes



House $1.6 

billion, Senate 

$2.2 billion by 

FY 2028 … 

Costs to services are enormous

Senate would 

cut $2 billion 

more after 

FY30



Kansas tried something similar

Lessons of 

Kansas:

Public 

services 

support a 

strong 

economy.

See gradingstates.org



Equity
Who Pays Iowa Taxes?

As a share of income, Iowans at lower incomes 

pay more — and this will not change



Our upside-down tax system

Source: Institute on Taxation and Economic Policy (ITEP)



Taxes as a share of income, by income group | Source: Institute on Taxation and Economic Policy (ITEP)

Our upside-down tax system



Income taxes: ability to pay

The only part of Iowa’s 

system where higher 

earners pay a greater 

share of income in state 

and local tax than those 

at lower incomes:

A “progressive” tax



People of color are overrepresented in the lowest income groups that face the highest tax rates

Percent of households in each income group in Iowa by race and ethnicity



Flat tax rate vs. ability to pay

Contrary to the 

‘average’ tax 

cut claims 

you’re hearing, 

most Iowans 

would get 

nothing close.

Source: Dept. of Revenue 

analysis of 4% flat tax and 

exclusion of all retirement 

income from tax.



Flat tax rate vs. ability to pay

36% of benefits 

to 2% of filers

12% of benefits 

to 67% of filers



Retirement Income
Who Pays Iowa Taxes?

As a share of income, Iowans at lower incomes 

pay more — and this will not change



Current 

Law:

Already, 

retirees 

get big 

benefits 

in Iowa



The benefit is too small to make a difference 

on residency — at any income.

• ITEP: $61,000 income — avg. benefit $610

• IDOR: $50K-$100K income — only 14% 

benefit and the average is $833

• IDOR: Only 2% with income under $50K 

get any benefit at all 

New plans: Benefits small, costs big



Sales tax
Breaking trust with trust-fund voters

New promises to local governments 



Broken promise in sales tax

• Allocates funds different from voters’ 

intent — outdoor recreation suffers

• Trust fund would go to existing programs 

— changes intent of law

• May not include the full 3/8 cent as voters 

directed, depending on interpretation



Senate bill 

shifts LOST 

to state sales 

tax …

Local impacts: Sales tax shift

and big 

winners are 

localities that 

said ‘No.’

94% 96%

6% 4%



‘Competitiveness’





Three common themes
In short, all three plans:

• Choose tax breaks for better-off Iowans

over critical services for every Iowan

• Increase inequities not just in the income 

tax, but in Iowa’s overall tax system

• Contrary to their stated purpose, make it 

less attractive to work and live in Iowa



And on social 
@commongoodiowa

Thank you

Find us online at
www.commongoodiowa.org

mowen@commongoodiowa.org
pfisher@commongoodiowa.org


