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HELPING EVERY IOWAN
ACHIEVE THE AMERICAN DREAM
The 2020 election will be historic not only for Iowa, but also the nation. As a candidate for the Iowa legislature
you have been working hard, studying issues, door knocking, making phone calls, and trying to communicate as
best you can with voters under the trying circumstances of COVID-19.
As a former state legislator, I understand the hard work and continuous learning that goes into running for
office. Candidates and elected officials need to be familiar with practically all public policy issues. This can be
overwhelming.
Recently TEF Iowa polled Iowans to get their view on some key public policy issues. In this guide you will find not
only how Iowans think about these issues, but also public policy solutions that align with the interest of Iowans.
In an effort to ease this burden, TEF Iowa has developed this guide as a resource to provide additional information
on some of the major policy challenges confronting Iowa. As a public policy organization, TEF Iowa’s goal is to
create and expand opportunities for all Iowans.
Through smaller government and smarter solutions, we can help more Iowans achieve the American dream and
make our state more competitive. The goal of public policy should always be to expand freedom and remove
barriers.
In this policy guide you will find not only policy solutions, but additional resources that you can use to continue
learning about various public policies. We invite you to visit our website, https://www.tefiowa.org, to explore
and learn more about our policy solutions and ideas.
TEF Iowa is proud to serve as a resource for not just policymakers, but all Iowans. We hope you find this guide
informative. Please let us know if you have any questions or if the TEF Iowa team can be of any service.
Sincerely,
Walt Rogers
Deputy Director, TEF Iowa
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BROADENING THE SALES TAX BASE
DO IOWANS SUPPORT OR
OPPOSE A STATEWIDE SALES
TAX ON ALL SERVICES IN
EXCHANGE FOR A REDUCTION
IN INCOME TAX RATES?

14.1%
Other

31.3%

Oppose

54.5%
Support

Exemptions force tax rates higher making them more regressive.

YES!!!

I don’t have to pay
sales tax on this
private flight!

WAIT A MINUTE!!!

If you don’t have to pay sales tax, then

WHY DO WE?!?!

Removing exemptions and broadening the sales tax base
would make the tax fairer for everyone no matter their income.

Policymakers should:
• Broaden the sales tax base
• Eliminate numerous
exemptions
3

• Ensure any new sales
tax revenue be used to
lower other taxes

The Need for Tax Fairness
Sales taxes, or taxes on consumption, are considered the
least harmful in comparison to income and corporate
taxes. This does not mean a state should have a high sales
tax, because this too would be harmful for economic
growth. States should work to establish a tax code that
has low rates combined with simplicity and transparency.
This would in turn create certainty and stability.
In 2018, the Iowa legislature passed the first major
income tax reform legislation in two decades. That tax
reform began the process of lowering both the individual
and corporate income tax rates and broadened the sales
tax base by requiring sales tax be paid on e-commerce
and other digital services. However, the sales tax rate
itself remained unchanged at 6 percent.

Iowa has some of the
highest tax rates in our
region and this makes the
state less competitive.
Iowa’s General Fund relies heavily on income taxes for
funding. Since 1993, individual and corporate income
taxes have a combined average of 64 percent of General
Fund revenues, while the sales tax has been averaging
32 percent. Iowa’s dependence upon income taxes for
revenues further demonstrates the need for tax reform.
Income taxes are the most harmful for economic
growth and they tend to be less stable, especially during
economic downturns.
Iowa has some of the highest tax rates in our region
and this makes the state less competitive. Further base
broadening of Iowa’s sales tax would provide additional
revenue to be used to lower other tax rates and would

result in a more equal and neutral playing field. Numerous
exemptions force the sales tax rate to be higher. Several
of the exemptions are on specialty services—such as
accounting, marina boat-docking, lawyers, lobbying,
private charter flights, and lawn care —which are often
utilized more by people with higher incomes.

“High state tax rates repel
businesses and high-income
taxpayers, with businesses
and workers both moving
from high-tax to low-tax states
and taking their skill sets, tax
dollars, and investment capital
with them,”
-Economists Rea Hederman, Andrew Kidd,
and James Woodward

A high number of sales tax exemptions can cause the
sales tax to be more regressive. Many assume that
broadening the sales tax will do the same, but it can
make the tax more progressive. It is possible to lessen
the regressive nature of the sales tax by broadening the
tax base.
Policymakers should approach any sales tax reform with
caution. To ensure Iowa has a more competitive economic
climate, it is essential that any new sales tax revenue be
utilized to lower income tax rates. The sales tax can be
part of a greater conversation for a more pro-growth
tax reform, which will place Iowa taxpayers first while
promoting entrepreneurship and job creation. If these
end goals are at the forefront of tax reform discussions,
Iowa will be on the path to greater prosperity.

FOR MORE INFORMATION:
Broadening Sales Tax Base Can Reduce Overall Tax Burden
https://www.tefiowa.org/broadening-sales-tax-base-reduces-tax-burden/
Sales Tax Fairness
https://www.tefiowa.org/sales-tax-fairness/

Are Consumption Taxes Really Regressive?
https://www.bakerinstitute.org/media/files/files/682037c3/BI-Brief113017-CPF_ConsumptionTax.pdf
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RAISING SALES TAX TO REDUCE INCOME TAX
DO IOWANS SUPPORT OR
OPPOSE A STATEWIDE ONECENT SALES TAX INCREASE *
TO CUT INCOME AND
PROPERTY TAXES?

7.5%
Other

32.0% 60.5%
Oppose

Support

Reducing personal and corporate income taxes generates more
consumer activity, business investment, and job creation.

TWO POTENTIAL
PRO-GROWTH REFORMS

NICE
CAMPER!

1

Personal income taxes:

Cut top rate to 7.88%
Corporate income taxes:

Cut top rate to 8.64%
Sales tax:

1¢ increase
Economic Growth:

$250 Million*

Taxpayer Savings:

MIDWEST STATE COMPARISON
TOP STATE INDIVIDUAL
INCOME TAX RATE
South Dakota

No Income Tax

North Dakota

2.90%

Indiana

3.23%

Michigan

4.25%

Illinois

4.95%

Ohio

4.997%

TOP STATE CORPORATE
INCOME TAX RATE
South Dakota

No Income Tax

Ohio

Gross Receipts Tax

0.26%

North Dakota

4.31%

Michigan

6.00%

Indiana

6.25%

Missouri

6.25%

Kansas

7.0%

$242 annually

2

* year one

Personal income taxes:

Cut top rate to 5.59%
Corporate income taxes:

Unchanged
Sales tax:

1¢ increase
Iowa’s 2018 Tax Reform:

Kansas

5.50%

Missouri

5.90%

Nebraska

7.81%

Iowa (2023 RATE)

6.50%

Wisconsin

7.90%

Nebraska

6.84%

Illinois

9.50%

$250 Million*

Wisconsin

7.65%

Minnesota

9.80%

Iowa (current)

8.53%

Iowa (2021 RATE)

9.80%

Taxpayer Savings:

Minnesota

9.85%

Iowa (current)

12.00%

Fully Implemented
Economic Growth:

$132 annually
* year one

*3/8 of one penny to be used for water quality, conservation, outdoor recreation projects and mental health with the remaining 5/8 going to cut income and property taxes.
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A Better Path Forward
Iowa began a necessary tax reform effort in 2018
to reduce burdensome taxes on residents and
businesses. Once fully implemented, that effort
promises to make Iowa a national tax policy leader,
but more work remains to be done. Many of the 2018
reforms are contingent on economic conditions and
future revenue targets which are far from guaranteed.
Another factor to consider is that the economic impact
of COVID-19 may delay future tax rate reduction
as a result of either an economic
downturn, revenue uncertainty, or
a combination of both. Delaying
the reforms for even a few more
years subjects Iowa families and
companies to some of the highest
tax rates in the country, and hinders
even greater economic growth.
More
immediate
pro-growth
income tax reforms will enable Iowa
employers to invest more in their
businesses and workers, allow households to keep
more of their hard-earned income, and make the state
more economically competitive.
Research consistently shows reducing personal and
corporate income taxes generates more consumer
activity, business investment, and job creation. A
lower tax environment will make Iowa even more
competitive and attractive to new residents and
businesses.

How can Iowa create a
better tax climate?
TEF Iowa’s tax reform study, A Better Path Forward,
explores four tax policy scenarios (scenarios 1 and
2 depicted on page 5) and examines the potential

benefits of implementing pro-growth reform today
instead of waiting for a tomorrow that may never
arrive. The dynamic economic model reveals that
reducing corporate and personal income taxes while
raising the state’s sales tax will spur greater economic
growth without costing the state revenue.
Commonsense, revenue-neutral tax reforms could
generate more than $800 million in economic activity,
allow households to spend up to
$150 million more on the goods
and services they need, and
spur more than $400 million in
additional business investment.
Average tax savings would be
more than $1,200 annually.
Lowering
corporate
and
individual income taxes benefits
state
economies
through
more business investment,
job creation, and take-home pay for families. Lower
corporate taxes reduce the cost of doing business,
which allows employers to reinvest tax savings in
their employees (higher wages) and their company
(workforce and equipment improvements). Likewise,
lower household income taxes allow families to keep
more of their hard-earned income and save or spend
it as they see fit. Both tax reductions foster economic
growth through saving, spending, and private
investment.
Lowering taxes, ensuring economic growth, and
allowing Iowans to keep more of their own money
requires reforming Iowa’s tax code as soon as fiscally
responsible.

FOR MORE INFORMATION:
A Better Path Forward for Iowa Tax Reform
https://www.tefiowa.org/a-path-forward/

State Tax Reform’s Gold Standard
https://www.tefiowa.org/state-tax-reforms-gold-standard/

Tax Rates
https://www.tefiowa.org/tax-rates/

Navigating Tax Reform
https://www.tefiowa.org/navigating-tax-reform/
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EDUCATION DOLLARS FOLLOWING STUDENTS
DO IOWANS BELIEVE TAX
DOLLARS SHOULD FOLLOW THE
STUDENT TO A SCHOOL, PUBLIC
OR PRIVATE, OF THE FAMILY’S
CHOOSING?

10.0%
Other

28.0% 62.0%
NO

YES

Public education is not only the largest state budget driver, but local school
districts are often responsible for the largest portion of a property tax bill.

PUBLIC

PRIVATE SCH
OOL
L
SCHOO

$16,314
NT
IOWA DEPARTME
FUNDS
OF EDUCATION

$9,203

E

in your
fill olds
Reyn
mase
Ple
Governor Ki
the
choice and
corresponding
amount.

Education Savings Accounts:
• Give parents the freedom to choose
which school their child attends.
• Allow dollars to follow the student
rather than to a set school.
• Provide flexibility to fit the educational
needs of each student. (tutoring, online
education, support services, microschools, charters, etc.)
• Save taxpayer dollars.
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54.3%
of its state budget
on education

PUBLIC or PRIVAT

Student Funds

Iowa spends

Iowa provides over

$16,000
to educate each student

That’s over

$320,000
per classroom of

20

Empowering Parents with ESAs
We all know a teacher who has greatly influenced
our life, but sadly faith in public education is eroding.
A Gallop poll found that in 2019 only 29 percent of
Americans were confident in the public-school system.
Increasingly, public schools are embracing and teaching
questionable ideologies, such as The New York Times
1619 Project, which redefines the American Founding
as based upon racism and slavery.
Almost everyone agrees that education is a priority. The
Iowa Department of Education provides $16,314 per
student (preK-12), which is $326,280 for a class of 20
students. If education is a priority, then it should not be
controversial that taxpayer dollars follow the student.
This is where Education Savings Accounts (ESAs) come in
as a commonsense solution that will not only empower
parents with a choice for their child’s education but also
create competition within Iowa’s educational system.
ESA's will also save taxpayer's dollars.

“...public school does not offer
my child what he needs, and we
cannot afford anything else.”
-Concerned Mother

ESAs allow dollars to follow the student to the school of
choice. The design and dollar amount of ESAs can vary.
The funding of ESAs can either be based on public (tax
dollars) or private dollars (tax credit scholarship). ESAs
can be universal, tailored to families with lower incomes,
or to families with children who have disabilities.
Recently, a mother testified before an Iowa legislative

FOR MORE INFORMATION:

subcommittee hearing on ESAs and emotionally stated
that her “public school does not offer my child what he
needs, and I can’t afford anything else.”
An ESA would help this mother, and others like her,
find the best education and more opportunity for her
child. ESA results across the country are showing better
student outcomes. In fact, ESAs are proving especially
beneficial in providing choices to lower income parents,
regardless if they live in an inner city or rural area.
ESA’s use money more wisely. A Kennesaw State
University study found that from 1992-2014 real
education spending in public schools has increased
by 27%, while teacher salaries have decreased by 2%.
ESA’s do not waste dollars on bloated bureaucratic
systems, which leaves more dollars for good teachers.
The coronavirus pandemic is a lesson on the need for
ESAs. Schools were forced to close because of the virus,
and parents became the primary educators. An ESA
would help parents pay for online education as well as
other educational services.
Taxpayers are paying for education through their taxes
and parents should be allowed to utilize those dollars
for the best possible educational outcome. An argument
is often made that taxpayer dollars cannot be used for
private education, but this is not valid. Public taxpayer
dollars are often used for private purposes such as food
stamps, Pell Grants, G.I. Bill, and Medicaid.
It's time to give parents another option besides the one
size fits all government monopoly and empower them
with the opportunities that ESAs provide.

Education Savings Accounts in the Hawkeye State
https://www.tefiowa.org/educational-savings-accounts/

Claims Iowa Isn’t Spending Enough on Education Don’t Hold Water
https://www.desmoinesregister.com/story/opinion/columnists/iowaview/2019/09/30/claims-iowa-isnt-fully-funding-education-dont-holdwater/3822415002/

2018 -19 Certified Annual Fiscal Reports
https://educateiowa.gov/documents/certified-annual-financial-reportscar/2020/03/2018-19-car

Arizona Empowerment Scholarship Accounts Make the Grade
https://goldwaterinstitute.org/wp-content/uploads/2019/08/PublicSchool-Benefits-of-ESAs_Fact-Sheet.pdf

2018-2019 Certified Enrollment Summary By District
https://educateiowa.gov/documents/public-school-certified-enrollmentsummary-district/2019/01/2018-2019-certified-enrollment

Back to the Staffing Surge
http://www.edchoice.org/wp-content/uploads/2017/05/Back-to-theStaffing-Surge-by-Ben-Scafidi.pdf
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UNFAIR BUSINESS TAX CREDITS
DO IOWANS BELIEVE
BUSINESS TAX CREDITS ARE
VALUABLE OR A FORM OF
CORPORATE WELFARE?

Iowa Has One of the Worst
Business Climates in the Nation

31.8% 40.0%

Valuable Corporate
Welfare

28.2%
Other

2020 State Business Tax Climate Index

42nd!

To make Iowa look better,
state government uses tax incentives.
Average Annual State Tax Incentives 2013-2015
(Shown as % of value added by each state’s industries)

New Mexico
Iowa
New York
Louisiana
Pennsylvania
Tennessee
Illinois
Indiana
Nebraska
South Carolina
New Jersey
Kentucky
Michigan
Alabama
Missouri
Ohio
Texas
Arizona
Wisconsin
Florida
Connecticut
North Carolina
Minnesota
Oregon
Massachusetts
Colorado
Georgia
California
Maryland
Nevada
Virginia
Washington

3.8%
3.7%
3.3%
3.0%
3.0%
2.7%
2.7%
2.5%
2.4%
2.4%
2.3%
2.1%
1.8%
1.7%
1.5%
1.5%
1.4%
1.4%
1.2%
1.2%
1.0%
0.9%
0.7%
0.7%
0.7%
0.5%
0.5%
0.4%
0.3%
0.3%
0.2%

4.5%

2nd

Highest

Note: Data unavailable for states not shown
Source: NC State University; McDonald, Decker, Johnson and Allen (2019)

Source: Tax Foundation

If taxpayers are asked to subsidize a business, they
deserve as much information about the deal as
any other investor.

Iowa needs:
1. More tax credit transparency.
2. Stronger review of economic
impact of incentives.
3. Independent analysis before economic
development deals are made.

“The problem is, state grants and giveaways require
redirecting money from other taxpayers and businesses.”
- Jon Sanders, John Locke Foundation
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Creating a Friendly Business Climate
The Tax Foundation ranks Iowa as one of the top ten
worst states for business climate. Iowa’s high tax rates
not only discourage economic growth, but they make
our state less competitive. South Dakota has no state
income tax and Iowa is losing ground to our neighbor
because they have a more competitive tax climate. It
will be difficult for Iowa to achieve economic growth
with a combination of high taxes rates and a reliance on
tax credits and incentives.
All 50 states are in a perpetual “arms race” with one
another to determine who can provide the best
incentives in the hopes of attracting (and retaining)
businesses and people. While not alone in the use of
incentives, Iowa leans heavily on those incentives. Data
from the W.E. Upjohn Institute for Employment Research
found that between 2013 and 2015 Iowa was one of
the states that most relied upon financial incentives
for businesses. Cities, especially ones that are close to
other state borders, turn to
incentives, as well.

Hohman, Director of Fiscal Policy at the Mackinac
Center for Public Policy, argues that in the end “it’s
all public money going to someone’s direct private
interests. Business subsidies get pocketed by business
owners and serve the interests of that business owner.”
Often big business is the beneficiary of credits and
incentives because they have more political clout
than small business. Dean Stansel, Economist and
Research Associate Professor at the O’Neil Center for
Global Markets and Freedom at Southern Methodist
University, argues, “gains for big business and losses for
small business occur because only the big companies
have the political and financial capital to have a seat at
the table when these subsidies are doled out.”
If abolishing or phasing out tax credits is difficult or
unlikely, then states should consider reforms that bring
more transparency and accountability. The skyrocketing
cost of tax credits alone demonstrates that a taxpayer
review is long overdue.

The Tax Foundation
ranks Iowa as one of the
top ten worst states for
business climate.

Whether at the state or
local level, tax credits and
incentives often lead to
crony capitalism. “The
problem is, state grants
and giveaways require redirecting money from other
taxpayers and businesses, so the good that is done
for the recipient company comes at the expense of
good not done by all other companies, mom & pop
businesses, and taxpayers doing business with them,”
wrote Jon Sanders, a regulatory specialist with the John
Locke Foundation. This results in governments picking
winners and losers. It also creates unfairness within
taxation and favors one business over another. James

The Iowa Legislature should require
more transparency on all tax credits,
as well as stronger requirements for
third party reviews of the “economic
impact” calculations that justify so
many of these deals. This also includes information
and independent analysis before a potential economic
development deal is even made. As an example, would
a business expand or add additional jobs even without
the tax credit? If the taxpayers of Iowa are being asked
to subsidize a business, then it’s only appropriate that
they be given as much access to relevant information
about the deal as any other investor.

FOR MORE INFORMATION:
Tax Credits
https://www.tefiowa.org/tax-credits/
The Effect of Financial Incentives on State Fiscal Health
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3376991
Do Tax Breaks Help or Hurt a State’s Finances?
https://www.governing.com/topics/finance/gov-tax-incentives-jobcreation.html

How Can Free Market Policies Lead to Better Economic
Development?
https://www.tefiowa.org/wp-content/uploads/2020/01/Tax-CreditsIncentives-Expert-Analysis-Report.pdf
The High Cost of Economic Development Incentives as a Tool for
COVID-19 Recovery
https://www.tefiowa.org/high-cost-of-economic-development-incentives/
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THE STRAIN OF PROPERTY TAXES
5.5%

WHICH LEVIED TAX
WOULD IOWANS LIKE TO SEE
REDUCED FIRST?
CORPORATE TAX

INCOME TAX

PROPERTY TAX

SALES TAX

8.9%

49.8%

29.1%
6.8%

OTHER

Iowa relies heavily on property taxes to fund counties, cities,
school districts and other local government entities.

Local
Property Tax
up 103%

HEY,
SLOW DOWN!
At this rate, you’re
going to eat me out of
house and home!

Inflation and
Population Growth
up 56%

Social Security
Cost of Living Adjustment
up 46%

1999

2000

2001

2002

2003

2004

2005

2006

2007

2009

2008

2010

2011

2012

2013

2014

2015

2016

2017

How do we reduce property taxes?
DIRECT TAXPAYER NOTIFICATION
NOTICE
PROPOSED
PROPERTY TAX
INCREASE

• Strengthens Iowa’s 2019 property tax accountability and transparency law.
• Requires local governments to notify each property taxpayer of a proposed tax
increase by mail or email.
• Notifications must provide information regarding the potential increase in
a property taxpayer’s bill as well as the date, time, and location of the local
government budget hearing.
BALLOT

SPENDING LIMITATION AND VOTER APPROVAL
• Establishes a local government spending limitation.
• Require voter approval for local governments to spend above limitation.
• Forces local governments to justify proposed spending increases.
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PROPOSED PROPERTY
TAX INCREASE

APPROVE
DENY

Protection for the Taxpayer
During the 2019 Iowa legislative session, the legislature
passed a property tax accountability and transparency
law. This new law was modeled after Utah’s Truth-inTaxation law, which is considered the most “taxpayer
friendly law.” The 2019 law requires local governments
such as counties and cities to hold a public hearing if
the proposed budget increases more than two percent
(school district funding is exempt from the two percent
limitation) above the previous year, and a super-majority
vote for the increase to be enacted. This new two percent
“soft cap” is meant to control the growth of property
taxes and requires local governments to provide more
transparency within the local budget process.

If assessments increase 10
percent, it does not mean
local governments should
automatically receive a 10
percent budget increase.
The goal of this law is to not only require more
accountability and transparency within local government
spending but also prevent local governments from
claiming windfalls from increased assessments. If
assessments increase by 10 percent, it does not mean
local governments should automatically receive a 10
percent budget increase.
The rising cost of property taxes are a concern for both
individuals and businesses across Iowa. Often blame
is placed on county assessors for high property taxes.
A reason for this is the fact that taxpayers receive an
assessment notice in the mail and are angry because
of the increase in property values. Property is assessed
upon market values; the source of high property taxes is
government spending. Unless spending is controlled, any
property tax relief will be limited.

The objective of property tax reform should not be to
single out certain classes of property or to favor one class
of taxpayer over another, but rather ensure all Iowans
receive tax relief.
How can Iowa provide property tax relief for all Iowans?
Direct Notification: Taxpayers deserve to know how
much their actual property tax bill will increase. Local
government should be required to send a letter to
taxpayers explaining how much their property tax bill
will increase. A crucial aspect of Utah’s law is a direct
notification requirement, which is sent to taxpayers and
provides information on the proposed tax increase. It also
includes the date, time, location of the Truth-in-Taxation
budget hearing. This extensive public notification and
hearing process is successful and taxpayers in Utah
actively participate in those hearings.
Spending Limitation: At the heart of high property taxes
is local government spending. Implementing a tax and
spending limitation on local governments would help
control the growth of property taxes in Iowa. A property
tax spending limit would not interfere with the assessment
process, but it could control the growth of property tax
bills while ensuring local governments have enough
revenue to fund key priorities. Spending limits can be
designed in several ways, but if a local government wants
to exceed the limit, then voters would have to approve
the increase during an election. Colorado’s Taxpayers Bill
of Rights (TABOR) is considered the strongest limitation
among the states.
Direct notification and spending limitations can be either
implemented together or separately. Both solutions
are taxpayer friendly, which means they place Iowa’s
hardworking taxpayers first. All Iowans deserve property
tax relief and these solutions will help slow the growth
of property taxes, while ensuring that local governments
are more accountable and transparent to taxpayers.

FOR MORE INFORMATION:
Solving Iowa’s Property Tax Problem
www.tefiowa.org/solving-iowas-property-tax-problem/

For Property Tax Reform Focus on Spending
https://www.tefiowa.org/for-property-tax-reform-focus-on-spending/

Proven Property Tax Reform
www.tefiowa.org/proven-property-tax-reform/

Empowering Property Taxpayers
https://www.tefiowa.org/empowering-property-taxpayers/
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ABOLISHING THE INHERITANCE TAX
DO IOWANS BELIEVE THE
INHERITANCE TAX SHOULD BE
ABOLISHED FOR ALL IOWANS,
NOT JUST CHILDREN AND
GRANDCHILDREN?

8.4%
Other

34.5% 57.0%
NO

YES

Iowa is just 1 of 6 states that levy an inheritance tax!

IOWA’S
INHERITANCE
TAX RATE

Rhode Island
Pennsylvania

0-15%
Eliminating the
Inheritance Tax would:

• Remove non-linear

New Jersey

Hope I’m not
interrupting. I am
here to collect your
inheritance tax.

• Instill fairness to the tax
code

economically competitive
and appealing

13

Tax Collector

Kentucky

Nebraska

Hey There!

beneficiary punishment

• Make Iowa more

6

STATES

Seriously?!

Haven’t we
suffered
enough?!

Penalizing Those Already Suffering
Iowa is one of six states that levies an inheritance
tax. The other five states include Nebraska, Kentucky,
Pennsylvania, New Jersey, and Maryland. Indiana
is the most recent state to repeal its inheritance tax
in 2013. Even several high tax states do not have an
inheritance tax.

The inheritance tax may
cause a recipient to incur
debt or even force them
to sell (a portion or all) the
inherited business or farm
as a direct consequence.
Previous Iowa legislatures ended the inheritance tax
for spouses and lineal ascendants and descendants,
but the tax remains for non-lineal beneficiaries. Bills
have been introduced in past legislative sessions to
either abolish or gradually phase-out the inheritance
tax but to no avail. This tax is not only discriminatory
but places an exorbitant burden upon the recipient
who must pay the tax. The inheritance tax may cause
a recipient to incur debt or even force them to sell
(a portion or all) the inherited business or farm as a
direct consequence.
Kiplinger has rated Iowa as “not a tax friendly state”
and the inheritance tax is one of the major factors
for this poor rating. It is just another punishment on
Iowa’s economy and a full repeal will only make our
state more economically competitive and attractive.
During the 2018 legislative session, the legislature
enacted a comprehensive tax reform that began the
process of lowering Iowa’s individual and corporate
tax rates. Abolishing the inheritance tax will not only
end this obsolete tax and instill more fairness in the
tax code, but it will strengthen Iowa’s tax reform.
States have either abolished the inheritance tax either

as a part of a comprehensive tax reform, eliminated it
at once, or phased the tax out. Iowa should follow the
many states who have eliminated the inheritance tax.
Making Iowa’s tax code fairer for all taxpayers should
be a priority of the legislature.

IOWA INHERITANCE TAX RATES*
Brothers, Sisters, (including half brothers and
sisters) Son and Daughter-in-Laws
Daughter-in-Law
Inheritance Value

Taxes

Of Excess Over

$0 - $12,500

5%

$0

$12,501 - $25,000

$625 + 6%

$12,500

$25,001 - $75,000

$1,375 + 7%

$25,000

$75,001 - $100,000

$4,875 + 8%

$75,000

$100,001 - $150,000

$6,875 + 9%

$100,000

$150,001 & Up

$11,375 + 10%

$150,000

Uncles, Aunts, Nephews, Foster Children, Cousins,
Brother & Sister-in-Laws, and all other individuals
Inheritance Value

Taxes

Of Excess Over

$0 - $50,000

10%

$0

$50,001 - $100,000

$5,000 + 12%

$50,000

$100,001 & Up

$11,000 + 15%

$100,000

* Firms, corporations, educational institutions, churches,
and other organizations have separate schedules.
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TEF

TEF Iowa Statewide
Iowa Statewide
Issue SurveyPoll
Iowa TEF
Statewide
Issue Survey
June 2020
June 2020

Results

Field Date: June 22-28, 2020
Field
Date: June
22-28,440
2020
Completed
Surveys:
Completed
Surveys:
440
Margin of Error: 4.67%
Margin of Error: 4.67%
Q1. On a scale of 1-10, how likely are you to vote in the upcoming election for
Q1.
On a scale of 1-10, how likely are you to vote in the upcoming election for
President?
President?
1…………………………………………..49
11.1%
1…………………………………………..49
11.1%
2……………………………………………1
0.2%
2……………………………………………1
0.2%
3……………………………………………1
0.2%
3……………………………………………1
0.2%
4……………………………………………1
0.2%
4……………………………………………1
0.2%
5…………………………………………..10
2.3%
5…………………………………………..10
2.3%
6……………………………………………0
0
6……………………………………………0
00.9%
7……………………………………………4
7……………………………………………4
0.9%
8…………………………………………..11
2.5%
8…………………………………………..11
2.5%
9……………………………………………7
1.6%
9……………………………………………7
1.6%
10………………………………………..356
80.9%
10………………………………………..356
80.9%
Q2. Of the following issues, which issue do you think is the most important policy
Q2.
Of the
following
issues,
whichaissue
do you
think is the state
most sales
important
policy
Q3.
Would
you
support
or oppose
proposal
to increase
tax one-cent
challenge
confronting
Iowa?
challenge
confronting
Iowa?
- with three eighths of that one-penny increase to be used for water quality,
conservation,
outdoor recreation projects and mental health, 13.0%
while the remaining
Taxes……………………………………...57
Taxes……………………………………...57
13.0%
increase
is
used
to
cut
income
and
property
taxes?
Health Care………………………………151
34.3%
Health
Care………………………………151
34.3%
Education…………………………………86
19.5%
Education…………………………………86
19.5%
Definitely
support………………………..181
41.1%
Crime/Public Safety………………………93
21.1%
Crime/Public
Safety………………………93
21.1%
Probably
support………………………….85
19.3%
Other………………………………………47
10.7%
Other………………………………………47
10.7%
TOTAL
SUPPORT………………….…266
60.4%
Refused…………………………………….6
1.4%
Refused…………………………………….6
1.4%
Definitely oppose………………………..100
22.7%
Probably oppose…………………………..41
9.3%
TOTAL OPPOSE………………………141
32.0%
4
4
Unsure/Undecided…………………………32
7.3%
Refused…………………………………….1
0.2%
Q4. Currently, many services in Iowa are not subject to sales tax, including lawyers,
lobbying, private charter flight, and lawn care. Would you support or oppose
instituting a statewide sales tax on all services in exchange for a large reduction in
income tax rates?
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Definitely support……………………….170
Probably support………………………….70
TOTAL SUPPORT……………………..240

38.6%
15.9%
54.5%

Definitely oppose…………………………86
Probably oppose…………………………..52

19.5%
11.8%

Refused…………………………………….1

0.2%

Q3.
Q4. Currently, many services in Iowa are not subject to sales tax, including lawyers,
lobbying, private charter flight, and lawn care. Would you support or oppose
instituting a statewide sales tax on all services in exchange for a large reduction in
income tax rates?
Definitely support……………………….170
Probably support………………………….70
TOTAL SUPPORT……………………..240

38.6%
15.9%
54.5%

Definitely oppose…………………………86
Probably oppose…………………………..52
TOTAL OPPOSE………………………138

19.5%
11.8%
31.3%

Unsure/Undecided…………………………62
Refused…………………………………….0

14.1%
0

Q5.
Q4. Do you support or oppose the idea that tax dollars designated for a child’s
education should follow that child to a school, public or private, of the family’s
choice?
Definitely support……………………….213
Probably support………………………….60
TOTAL SUPPORT……………………..273

48.4%
13.6%
62.0%

Definitely oppose…………………………87
Probably oppose…………………………..36
TOTAL OPPOSE……………………....123

19.8%
8.2%
28.0%

Unsure/Undecided…………………………43
Refused…………………………………….1

9.8%
0.2%
5

Q5. Of the following taxes levied in Iowa, which tax would you like to see reduced
Q6.
first?
Income tax……………………………….128
Sales tax…………………………………..30
Property tax………………………………219
Corporate tax………………………………24
Unsure/Undecided…………………………36
Refused……………………………………..3

29.1%
6.8%
49.8%
5.5%
8.2%
0.7%

Q7.
Q6. Iowa assesses an inheritance tax on property passed onto nieces and nephews,
and other non-family members, while exempting children and grandchildren from
the tax. Do you believe Iowa should abolish the inheritance tax for all Iowans?
Yes - abolish inheritance on all Iowans....251
No, keep the current system……………..152
Unsure/Undecided…………………………36
Refused…………………………………….1

57.0%
34.5%
8.2%
0.2%
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Q8. Supporters of business tax credits believe they are a valuable part of the tax code

Q9.
education
spending
is is
the
largest
part
ofof
the
state’s
budget
and
local
school
districts
are
often responsible
for
the
largest
portion
ofstate’s
an Iowan’s
property
tax
bill.
Q9.K-12
K-12
education
spending
the
largest
part
the
budget
and
local
school
Refused…………………………………….1
0.2%
districts
are
often responsible
for
the
largest
portion
of
an Iowan’s
property
tax
bill.
Q9.
K-12
education
spending
isis
the
largest
part
ofofthe
state’s
budget
and
local
school
Q9.
K-12
education
spending
the
largest
part
the
state’s
budget
and
local
school
districts
are
often
for
portion
ofofananIowan’s
property
tax
The
total
cost
perresponsible
student
is over
$16,000
per
year, which
isIowan’s
$320,000
for a class
ofbill.
20
districts
are
often
responsible
forthe
thelargest
largest
portion
property
taxbill.
The
total
cost
per
student
is
over
$16,000
per
year,
which
is
$320,000
for
a
class
of
20
districts
are
often
responsible
for
the
largest
portion
of
an
Iowan’s
property
tax
bill.
districtscost
are per
often
responsible
for the largest
portion
of an
Iowan’s for
property
tax
bill.
The
student
is is
over
per
is is$320,000
class
of
students.
Do you
think
the
State
of Iowa
isyear,
spending
too
much,
or too
orof20
the
Thetotal
total cost
per
student
over$16,000
$16,000
per
year,which
which
$320,000
fora little,
a class
20
students.
Do per
you
think
the
State
of Iowa
is year,
spending
too
or for
too
or
the
The
cost
student
isisover
per
isismuch,
$320,000
alittle,
ofof20
Thetotal
totalDo
cost
per
student
over$16,000
$16,000
per
year,which
which
$320,000
for
aclass
class
20
students.
you
think
the
State
of
Iowa
is
spending
too
much,
or
too
little,
or
the
right
amount
on of
K-12
education?
students.
Do you
think
the tax
State
of Iowa
is spending
much, part
or too
the
Q8. Supporters
business
credits
believe
they are too
a valuable
of little,
the taxorcode
Q7.
right
amount
on think
K-12
education?
students.
Do
you
the
State
ofofIowa
isisspending
too
much,
orortoo
little,
ororthe
students.
Do
you
think
the
State
Iowa
spending
too
much,
too
little,
the
right
onon
K-12
right
amount
K-12education?
education?
andamount
that
they
provide
a large return on investment. Opponents believe they are a
right
rightamount
amounton
onK-12
K-12education?
education?
Spending
too
much……………………….54
form ofSpending
corporate
that allows the government to pick12.3%
winners and losers.
toowelfare
much……………………….54
12.3%
too
12.3%
Spending
toomuch……………………….54
little……………………….184
41.8%
much……………………….54
12.3%
With Spending
whom
do
you
agree?
Spendingtoo
toomuch……………………….54
little……………………….184
41.8%
Spending
12.3%
much……………………….54
12.3%
Spending
41.8%
Spendingtoo
right
amount…………………..153
34.8%
toolittle……………………….184
little……………………….184
41.8%
Spendingtoo
right
amount…………………..153
34.8%
Spending
little……………………….184
41.8%
too
little……………………….184
41.8%
Spending
amount…………………..153
34.8%
Unsure/Undecided………………………...45
10.2%
Spending
right
amount…………………..153
34.8%
Businessright
tax
credits
are valuable ……….140
31.8%
Unsure/Undecided………………………...45
10.2%
Spending
34.8%
Spendingright
rightamount…………………..153
amount…………………..153
34.8%
Unsure/Undecided………………………...45
10.2%
Refused…………………………………….4
0.9%
Unsure/Undecided………………………...45
10.2%
Business
tax
credits
are
corporate
welfare..176
40.0%
Refused…………………………………….4
0.9%
Unsure/Undecided………………………...45
10.2%
Unsure/Undecided………………………...45
10.2%
Refused…………………………………….4
0.9%
Refused…………………………………….4
0.9%
Unsure/Undecided……………………….118
26.8%
Refused…………………………………….4
0.9%
Refused…………………………………….4
0.9%
Refused…………………………………….6
1.4%
Q10. For statistical purposes, please tell me which category your current age falls
Q10. For statistical purposes, please tell me which category your current age falls
Q10.
into?
Q10.For
Forstatistical
statisticalpurposes,
purposes,please
pleasetell
tellme
mewhich
whichcategory
categoryyour
yourcurrent
currentage
agefalls
falls
into?
Q10.
Q10.For
Forstatistical
statisticalpurposes,
purposes,please
pleasetell
tellme
mewhich
whichcategory
categoryyour
yourcurrent
currentage
agefalls
falls6
Q8.
into?
into?
into?
into?
18-34………………………………………60
13.6%
18-34………………………………………60
13.6%
18-34………………………………………60
13.6%
35-49………………………………………81
18.4%
18-34………………………………………60
13.6%
35-49………………………………………81
18.4%
18-34………………………………………60
13.6%
18-34………………………………………60
13.6%
35-49………………………………………81
18.4%
50-64……………………………………..127
28.9%
35-49………………………………………81
18.4%
50-64……………………………………..127
28.9%
35-49………………………………………81
18.4%
35-49………………………………………81
18.4%
50-64……………………………………..127
28.9%
65+……………………………………….172
39.1%
50-64……………………………………..127
28.9%
65+……………………………………….172
39.1%
50-64……………………………………..127
28.9%
50-64……………………………………..127
28.9%
65+……………………………………….172
39.1%
65+……………………………………….172
39.1%
65+……………………………………….172
39.1%
65+……………………………………….172
39.1%
Q11. Are you registered to vote as a Republican, Democrat, Independent, or
Q11. Are you registered to vote as a Republican, Democrat, Independent, or
Q11.
something
else?
Q11.Are
Areyou
youregistered
registeredtotovote
voteasasa aRepublican,
Republican,Democrat,
Democrat,Independent,
Independent,oror
Q9.
something
else?
Q11.
you
Q11. Are
Areelse?
you registered
registered toto vote
vote asas aa Republican,
Republican, Democrat,
Democrat, Independent,
Independent, oror
something
something else?
something
somethingelse?
else?
Republican………………………………155
35.2%
Republican………………………………155
35.2%
Republican………………………………155
35.2%
Democrat…………………………………148
33.6%
Republican………………………………155
35.2%
Democrat…………………………………148
33.6%
Republican………………………………155
35.2%
Republican………………………………155
35.2%
Democrat…………………………………148
33.6%
Independent……………………………….98
22.3%
Democrat…………………………………148
33.6%
Independent……………………………….98
22.3%
Democrat…………………………………148
33.6%
Democrat…………………………………148
33.6%
Independent……………………………….98
22.3%
Something
Else……………………………27
6.1%
Independent……………………………….98
22.3%
Something
Else……………………………27
6.1%
Independent……………………………….98
22.3%
Independent……………………………….98
22.3%
Something
6.1%
Unsure/Refused……………………………12
2.7%
SomethingElse……………………………27
Else……………………………27
6.1%
Unsure/Refused……………………………12
2.7%
Something
6.1%
SomethingElse……………………………27
Else……………………………27
6.1%
Unsure/Refused……………………………12
2.7%
Unsure/Refused……………………………12
2.7%
Unsure/Refused……………………………12
2.7%
Unsure/Refused……………………………12
2.7%
Q12. Gender
Q12.
Q10. Gender
Q12.
Q12.Gender
Gender
Q12.
Q12.Gender
Gender
Male……………………………………..215
Male……………………………………..215
Male……………………………………..215
Female
…………………………………..225
Male……………………………………..215
Female
…………………………………..225
Male……………………………………..215
Male……………………………………..215
Female
…………………………………..225
Female
…………………………………..225
Female
Female…………………………………..225
…………………………………..225

48.9%
48.9%
48.9%
51.1%
48.9%
51.1%
48.9%
48.9%
51.1%
51.1%
51.1%
51.1%

Q13.
Q11. Geography
Q13. Geography
Q13.
Q13.Geography
Geography
Q13.
Q13.Geography
Geography
CD 1……………………………………..111
CD 1……………………………………..111
CD
CD1……………………………………..111
2……………………………………..114
1……………………………………..111
CD1……………………………………..111
2……………………………………..114
CD
1……………………………………..111
CD
CD2……………………………………..114
3……………………………………..116
2……………………………………..114
CD2……………………………………..114
3……………………………………..116
CD
2……………………………………..114
CD
CD3……………………………………..116
4………………………………………99
3……………………………………..116
CD3……………………………………..116
4………………………………………99
CD
3……………………………………..116
CD
CD4………………………………………99
4………………………………………99
CD
CD4………………………………………99
4………………………………………99

25.2%
25.2%
25.2%
25.9%
25.2%
25.9%
25.2%
25.2%
25.9%
26.4%
25.9%
26.4%
25.9%
25.9%
26.4%
22.5%
26.4%
22.5%
26.4%
26.4%
22.5%
22.5%
22.5%
22.5%
7
7
77
77

17

2610 Park Avenue, Muscatine, Iowa 52761
tefiowa.org

@tefiowa

@tefiowa

@taxediowa

