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CHAPTER |

Governmental Revenues and Expenditures
in lowa, 1946-1956: A summary

The MNature of lowa’s “‘Fiscal Problems’’

The factors which led the 56th General Assembly to
provide for a general study of the “equity and adequacy”
of the State and local tax systemy of Iowa were varied
and complex. But the conditions which give rise to the
need for the present tax study did not develop suddenly.
In fact, the more important aspects of current Iowa ‘‘tax
problems” reflect the culmination of post-war trends in
tax yields, demands [or governmental services, and the
general economy of the State of Iowa.

The nature of the major issues confronting the Taxa-
tion Study Committee can best be introduced in terms of
a summary review of the major trends in revenues and
expenditures from the end of World War II, to the pres-
ent. Detailed description and analysis of the principal
sources of revenue and expendifures are presented in
later sections of part T of the Report .An analysis of the
Iowa economy, and a discussion of changes in the nature
of the State’s economy are also presented in a later sec-
tion, particularly as these basic economic factors affect
the State's tax problems.

This chapter of Part I of the Report is designed to
present an overall picture of postwar trends In the
State’s tax receipts and governmental expenditures.

Table 1. State and Estimated Yocal General Revenues
from “Qwn Sources”, and Federal Aids to the State Gov-
ernment, Iowa: Selected Years, 1942-1955. (In millions)

Total State
General Revenues Federal and Local
from “Own Sources” Aidto  plus Federal
Stater Local* State® Aid to State*
1942 ... $ 84 $ 92 $14 $190
1944 . . _.. _ 179 100 18 198
1946 ... a7 117 14 228
147 32 331
181 44 395
1951 . 188 199 43 430
1952 . 194 222 42 458
1993 . 197 242 45 484
1954 217 259 47 522
1955 228 270 49 547

45tate General Revesuss rom “Own Sources” includes all State taxes, and -

charges for wervices, such as education and hospitals; interest éamings: sale ot
However, contributions to State-oper-
enucs. Net profits from State liquor stores are included. Data are for
fscal years ending June 30.

Source: U. S. Departmept of Commercs, Burean of the Ceotus.

Local General Revenues from “Cwn Sowrces” include locally
property taxes, after doduction of Homestead and Agricyltarel Jand tax credits,
charges for services (other than utilitics) provided by local governmments: ine
terest earmed: sales of property, and special asscsspwonts. Reeipts from
utilities, amd insurtnce trmst revenues are excluded. Local Revenues from
“Cwn Sources,” as shown in this table oro ertimates based on net local levies
on propertiss for collection in the years shown. Thess levies comprited over
80 percent of Local Revenust from Own in the vears shown. Esti-
mate based on dsta from lows State Tax Cominissiom, Jowa State Compe
wolter, and U, S, Department of Commeroe, Burcan of the Census.

<Source: U. S. Department of Commerce, Burcau of the Census.

4The esumatet of Total “State and Local Genersl Revenues™ shown in the
jast coluran of the table exclude eny duplications from state to local, locat
to state, and local to local transfert of fundt, tuch as state aids for schools,

highway: knd ¢ tax cTedits, county pavments to the state for inatitue
ticnal ‘care, snd tuition charget paid by ome school district to other districts.
Thus, the totals represent aet fynds avaidpble from $tato, local

aggrogate
and Fedéral sources for the suppont of General Governmoat services in the
State of Towa.

1. General Revenues of State and Local Governments

in Jowa

Broadly defined, the total revenues of State and local
governments in Iowa were almost $550 million in 19355,
or over $200 per resident of the State. This total is ex-
clusive of over $£20 million of revenue received by the
State for the unemployment compensation insurance
trust fund, and public employee retirement funds. The
total also excludes more than $30 million of gross rev-
enue {rom municipally owned and operated utilities. Only
the net profits, rather than the gross receipts, of the
State owmed liquor stores are included in the total gen-
eral revenue figure,

Receipts of the insurance trust funds are excluded for
the reason that neither the groas revenues, nor the ex-
cess of receipts over benefit payments is available for
expenditures on general government functions. Gross re-
ceipts of local utilities do not, of course, represent funds
available for general government expenditures. Most of
the receipts are reguired to pay operating expenses of
the utilities. For similar reasons, only the net profit of
the State owned liquor store system is included in gen.
eral revenue raised at the State level

Total general revenues as defined above, are shown in
Table 1, for selected years from 1942 through 1955, The
composition of the totals 13 described in somewhat
greater detail in the footnotes to Table 1. The compilation
of the totals for the year 1955 is illustrated below. The
data for all other years have been compiled in the
$Same manner.

State general revenue from own
sources (1955):
Taxes, exclusive of :etirement and un-

(,000 omatted)

employment compensation revenues...., $197,850
Charges and miscellaneous revenues:
Earnings on property and invest-
TENS oo mssemensd 1,725
Current charges for services:
Higher education:
Commercial activities ............... — 10,494
Other activities {largely tuition) 3,976
Highways cetemne 730
State hospitals ..o 2,365
All other charges & mise. revenue__.. 3,236 22,526
Net profits of state liquor stores ........... 74685

Total State Revenues from own sources__.. $227841
Local revenues from own sources:
Net levies on property —.ocoocoeeomsenmnee. $220,707
Estimated, nonproperty taxes and
charges, and misc. revenue from own
sources

Total local revenue from own SOUICeS..ew. . 210,099

Federal Aids to State ..._..._.._._.._.._. — 48,574
' Grand total, State and local gen-

eral revenues, exclusive of intra-

state transfers among govern-

mental units, 1955 . comicrre e e $046,5 14

1




REPORT OF THE IOWA TAXATION STUDY COMMITTEE

The last column in Table 1 represents a reasonably
accurate measure of the total revenues from: a) State
taxes and charges, b) local taxes and charges, and c¢)
Federal aids—available to finance the functions per-
formed by all State and local governmental agencies in
Iowa. From 1942, to 1955, total revenues, as shown in
Table 1, increased 188 percent; State revenues increased
at a somewhat slower rate (172 percent) than local rev-
cnues (192 percent). But the most rapid increase in
revenues available to Iowa governments occurred in Fed-
eral aids, which rose 230 percent from 1942 to 1955. How~-
ever, i{ the comparison is confined to the postwar period,
1846-1955, State revenues rose more rapidly (148 percent),
than local revenues (132 percent).

The most rapid annual rates of increase in State gov-
ernment revenues occurred in the immediate postwar
years, from 1946 to 1950, when State revenues rose 75.0
percent, local revenues, 55.3 percent, Federal aids, 215
percent, and total revenues, 74.0 percent.

From 1850, to 1955 the rate of increase was less rapid
in all three of the sources shown in Table 1. In this
5-year period, Federal aids rose only 9 percent, while
State revenues increased 34 percent, and local revenues
49 percent.

The varying rates of increasc in general revenues from

State, local, and Federal sources are reflected in the
following tabulation, which shows the percentage of total
general revenues derived from each of the three sources
for selected years.

State Local Federal Aid Total
1942 .. _..440% 48.7% 7.3% 100.0%
1946 o 42.6 51.2 6.2 100.0
1948 ... A 44.3 9.8 100.0
1950 ... X 45.8 11.2 100.0
1955 ............4l 49.4 8.9 160.0

From 1946 to 1848, local tax and nontax revenues sup-
plied a decreasing percentage of total general revenue,
while State revenues and Federal aids supplied larger
shares. From 1948 through 1955, however, an increasing
share of a rising total revenue has been raised at the
local level in lowa. From almost 46 percent of total
general revenue in 1948, the share raised at the State
level declined to less than 42 percent in 1955

To a considorable degree, public demands for property tax
relict reflect the added share of rising total revenues of lowa
governments derived from local=largely property tax—sources
in the period from 1948 to 1955. The trend towerd inereased
reliance on locally raised revenues in this period may be at-
tributed to two major factors:

CHART 1. STATE TAX REVENUES
AND NET LOCAL PROPERTY TAX LEVIES IN IOWA,1942-1956

MILLIONS

MILLIONS

TOTAL STATE TAXES
- AND NET LOCAL
PROPERIY TAXES

44 45 46 47 A8

NET LOCAL TAXES |

TOTAL STATE TAXES

50 51 52 53 54
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TABLE 2. STATE TAX REVENUES AND GROSS AND
NET LOCAL PROPERTY TAX LEVIES IN IOWA
' 1942, 1944, and 1946+1956
(Pollar amounts in thousands)

Credits Agafnst Total State Taxes

Total State Local Property Propersy Tax Levies: Net Local Property and Net Local
Tax Revenues 3/ Tax Leviesb b/  Homestead Agri. Land Tax Le\.'yb r/ Property Taxes
1542 $ 1,032 % 94,838 £13,900 0 $ 80,938 $ 151,970
1944 65,213 100,511 14,371 0 86,140 151,353
1948 82,127 114,517 15,657 6 98, 860 180, 987
1947 104, 600 123,967 16,418 500 107,048 211,049
1948 127,552 142,030 17,216 2,000 122,814 250, 366
1949 139,287 163,585 17,848 2,000 143, 887 282,974
1850 146,437 176,341 21,015 4,500 150,826 297,263
1951 162,409 188,954 21,601 5,000 162,353 324,762
1952 168,244 208,542 ° 22,461 5,000 161,081 349, 325
1953 169,353 220,681 22,900 9,000 197,781 867,134
1954 187,972 240,095 23,708 5,000 211,387 399,359
1955 197,850 249, 859 24,152 5,000 220,707 418,587
19562/ 230,379 265, 300 25,000 10,500 229,800 460,179
Percent Increase:
1942 w 1958 224,3 179,17 79.9  ~e--- 183.9 202.8
1946 10 1951 97,8 65.0 38.0  =e-es 64,2 70,4
1951 w 1956 41.9 40.4 15,7 110,0 41,5 41,17
1935 0 1956 16,4 . 8.2 3.5 110, 0 4,1 9.9

a/. State tax collections are on a fiscal year base. Souree: U, S. Department of Commerce, and Treasurer of Staee of
Iowa,

b/, Local property taxes are shown by year in which payment is due; levies are made in preceding year, The figures shown
ate total levies by all governmental units other than the State of lowa, For convenience in presentation, all of the
Homestead Tax Credit is shown as a deduction from local levies, although this credit is applicable to the total levy
rather than that made by local governments, For most of the years shown in this table levies by local governments
comprise almost the entire levy on property. “"Net Local Property Taxes” computed from data supplied by Iowa Tax
Commidsion,

e/ Loczl levies on property equal to toral levies (column 2) less Homestead and Agricultural Land Tax Credits,

d/. Pigures shown for 1956 are partly estimated from preliminary data,

in other states. In 1953, for example, taxes supplied over
86 percent of total State and local general revenues
raised in Iowa.® Moreover, taxes—rather than charges
for current services and miscellaneous rec¢eipts—are the
focal point of interest in most studies of governmental
revenue systems. Accordingly, a somewhat narrower def-
inition of governmental revenue—tax revenue—is em-
ploved in this section.

Total tax collections of the State government of Jowa,
and the gross and net property tax levies of local units v
of government are presented in Table 2, and in Chart [

1. The rapid rates of increase in public school and gen-
eral city government expenditures, both of which are
fnanced largely from Jocally raised revenues.

. The slowing down of the rate of increase in Personal
Income and general busingss acticity in lowa in the years
following 1948, The growth in revenuss from some of
the major Stete taxes—the ssles and use, and the income
taxes—are very closely related to changes in income of
tha State’s residents.

| &1

The comparative growth rates of State taxes, and of
local property taxes are presented in the following sec-
tion, together with data indicating the role of property
tax credits in the relief of local property taxation. Also,
data are presented in the following section to indicate
the degree to which the changes in the State tax struc-
ture enacted by the 56th General Assembly have affected
the trend toward increased reliance on local revenue
sources which prevailed from 1948 to 1955,

2. Total State and Local Tax Receipts

Tax receipts comprise the most important source of
total State and local governmental revenue in lowa, as

The State tax revenues presented in the table and In
Chart I include all receipts from taxes imposed by the
State government, even though some of these taxes, such
as motor vehicle licenses, and the State levy on property
for retirement of the Soldiers Bonus bonds are actually
paid to county officials. The revenues shown for the State
also include taxes which are earmarked for special pur-
poses, such as the gasoline tax and motor vehicle license
fees which are earmarked for the Road Use Tax Fund,
as well as those tax revenues which go into the General

*U.S. Deparstment of Commewco Burcan of the Centus, State and Locat
Govermment Revenue 0 19853, Table 2, p. 11
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Fund of the State of lowa." However, the figures shown
do not include earmarked receipts for government em-
ployee retirement plans, unemployment msurance funds,
or earnings on the investment of the reserves of these
funds. Nor do the tax revenues include aids frormn other
governments, or receipts from charges imposed on indi-
viduals for the use of State and local facilities. Total
genersl revenues, including receipts from charges for
services and miscellaneous sources, as weil as tax col-
lections, as defined above, are shown in Table 1.

From the fiscal year ending June 30, 1942, to the flscal
year ending June 30, 1956, the tax revenues of the State
of lowa increased from a little over $71 million, to almost
$230 million, an increase of 224 percent. In the same
period, local property taxes, after deduction of Home-
stead and Agricultural Land Tax credits, rose from $81
million, to almost $230 million, an increase of 184 percent.

In the first five vears of the postwar period, from 1944
10 1951, the tax collections of the State government in-
creased more rapidly than net local property taxes; how-
ever, from 195 through 1956, net local levies on property
rose at about the same rate as receipts from taxes im-
posed at the State level.

In the case of the taxes collected at the State level,
the increases noted are attributable to the f{ollowing
factors:

1). Increases in the price level which have been parti-

cularly important in raising the sales and income
tax revenues,

. Increases in real income and in the physical vol-
ume of goods purchased affecting the yield from
practically all State taxes:; and

2). Higher tax rates, and broadened coverage of cer-

tain tax bases.

Beginning with the fiscal year 1948, the effective rates
of the personal income tax were raised from 50 percent
of the full 1 to 5 percent tax rates, to 75 percent of the
full rate schedules. The tax rate on cigarettes was raised
from 2 cents per pack to 3 cents per pack in 1953, and
the gasoline tax rate from 4 cents to 5 cents per gallon
in the same vear. These were the only major changes in
State tax rates from the end of World War II, to 1855,
when the 56th General Assembly made several modifica-
tions.

In the case of the net local levy on property, the in-
crease since 1946 has rveflected both higher millage rates,
and increased valuation. Local property taxes payable in
1945 were levied on a total assessed value of $3,061 mil-
ion. at an average rate of 36.66 mills; for taxes payable
in 1958, the assessment base was $4,554¢ million, and the
average millage rate was approximately 58. Thus, from
1946 to 1936, assessed values rose roughly 48 percent;
the average millage rate for the state as a whaole in-
creased 58 percent.

The postwar increases in State and local taxes in Iows
were comparable to the increases in the 48 states as a
whale. For examnple, {rom 1946 to 1955, tax revenues of
the Iowa State Government rose almost 141 percent; for
the 48 states the increase was 135 percent. Local tax
revenues in lowa increased approximately 123 percent
from 1946 to 1955, and the same rate of increase was
recorded for local units in the 48 states as a group. How-
ever, {from 1943 to 1955, State tax receipts rose less rapid-
ly in Jowa (55 percent), than jn the 48 states (72 per-
¢ent). Between 1948 and 1955, local tax collections rose
raore rapwdly in Iowa (almost 80 percent), than for simi-
lar units of government in the United States as a whole
{74 pezrcent), Taking State and local tax revenues to-
gether, the rate of increase in Jowa was above the na-
'Rﬁegpnandexpmdﬁumfwthesmcmrﬂﬁndmmtcdm

Section

tional rate for the 1945 to 1955 period, but below the rate
in the nation as a whole from 1848 to 1955,

Quiéte clearly, the most rapid annual rates of increase in
lowa Stats and local tax revenues were registered in the tm-
mediate postwar fiscal years, 1947 and 1948, These were also
years in which the Personal Income of the State's residents
grew most rapidly, consumers durable goods were refurning
to the market end prices were rising.

As was noted in connection with the total general rev-
enue data presented in Table 1, the rates of increase in
general revenues have not been uniform at all levels of
government. The same tendency is apparent in the
tax revenue data shown in Table 2. For the 1942 to 1956
pericd as a whole. State tax revenues rose more rapidly
than net local property taxes; but from 19438 to 1955, net
local levies increased almost 80 percent, while State tax
revenues were rising only 55 percent. Largely as a re-
sult of the tax revisions made by the 56th General As-
sembly, the tendency for State tax revenues to inc¢rease
more slowly than net local tax revenues was reversed
from 1955 to 1936. In 1956, State tax revenues increased
16.0 percent, while net local property taxes payable in
1956 were only 4.1 percent above the taxes collectible
in 1955.

The varying rates of change in total State tax rev-
enues, and net local levies on property are reflected in
the following tabulation for Iowa and the 48 states as a
whole. In this tabulation the sum of State tax collections
plus local levies on property is taken as 100 percent in
each year; local levies on property are expressed as a
percentage of this total for selected years beginning with
1942, for Iowa and the 48 states.

Local Property Tax as Percent of
Total State Tax and
Local Property Tax Revenues
Iowa* 48 states®
52.3%
51.7
49.0
46.5
47.0
45.7
48.3
471
N.A

1Source: Computed from dats o :!‘able 2.

Source: U.§. Dipartment of Commerce, Historical Stadistics on Stute ong
Local Covemment Finances, 1902-1985; and Summary of Govemmenital
Fingnees in 1954,

The percentage comparisons presented above point up
two significant charteristics of the lowa tax system:

First, in oll years for which comparable data are available,
heavter reliance was placed on local property taxation in the
totul State and local revenuc system in Iowea, than in the 48
states as a whole.

Second, from 1948 to 1954, local property taxes supplied
an increasing share of vising total State and local tax revenues
in lowa; in contrast, local property taxes accounted for a de-
craasing fraction of total state and local revenues in the 48
states as o whole from 1942 through 1952. However, from
1952 to 1954, local property taxes contributed an increasing
percentage of total state and local property tax revenucs in
the 48 states o3 o whole, as well as in Jowa.

Changes in the relative importance of local property
taxes, in Iowa as well as in other states, reflect changes
in state tax revenues, state aid programs, and local
needs for revenues.

The tax revenues of zll states respond automatically—
but in varying degrees—to changes in private income
and cxpenditures. Income and sales tax revenues, in
particular, are very responsive to changes -in the level
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RECEIPTS -OF GENERAL FUND, STATE OF 1O0WA
Fiscal Years Ending June 30,
{in thousands of dollars)

TABLE 3.

Special taxes: 1948 1947 1848 1949 1950 1951
Beer tax 1,550 1,629 3,420 8,274 3,310 8,219
Chain store 1ax 38 33 27 28 19 30
Cigaretie tax 3,586 4,212 4,148 4,904 4,961 5,054
Equipment car tax 49 69 19 95 a5 84
Income tax - corporation 1,282 1,918 2,640 2,936 2,676 2,961
Income tax - individual 6,373 10,268 15,735 18,679 15,728 18,582
Inheritance 1ax 2,250 2,183 3,205 3,184 3,418 3,649
Insurance premiurm tax 2,265 2,661 3,301 3,739 4,052 4,279
Olecmargarine tax 278 340 846 €11 619 580
Sales tax 27,957 8€¢,772 44,887 48,683 47,542 52,564
Use tax 1,810 4,332 6,160 8,118 8, 626 9,538

Total Special Taxes 417, 4#2 &4, 987 84,836 92,232 91, 046 100,538

Less: Diversion o R, U, T,F. 4/ ‘
Salestax, 10%  —ssee eeeee eenin eees 4,731 5,204 1
Use tax, motor vehicles -~ mymm= emse-  =meas 5,326 6,384

10,057 11,588

Net Special taxes to Gen, Fund 47,442 64,987 84,836 92,282 80,989 88,950

From County Treasurers 4,269 -4,021 4,927 5,772 5,784 7,431

Transfers from Liquor Con, Com. 3,500 8,500 5,000 3,900 6,400 5.000

Interest from Gen, Fund Invest, = eeve- eee-- 251 468 584 644

Fees from State Offices 1,395 1,898 1,818 8,021 £,3828 3,487

Miscellaneous receipts 44 29 5¢ 117 113 127

Grand Towal, Annual 56, 6505/ 74,4343/ 96,891 104,510 96, 149 104, 640
Grand Toral, Blennial " 131,084/ 201, 400 200, 789

a/. Estimartes of State Comprtroller, July 1, 1955,

b/, Combined estimated yield of sales and use taxes, net of diversion 1o Road Use Tax Fund,

¢/. Actal Revenues, as reported by the State Compuoller, July, 1956,

d/. Road Use Tax Fund

_&/. Prior to the fiscal year ending June 30, 1948, the General Fund did not include ali of the receipts included since thae
time, The data for the 1946 and 1947 fiscal years are presented here as they would have appeared if the General Fund
had been defined in the same way in 1946 and 1947 as {n later years,

of income and business activity. Thus, when private in-
come is rising rapidly, state tax revenues tend to in-
crease more rapidly than local levies on property. This
tendency is reflected in increased state aids to local
governments in periods of expanding business activity
and rising state tax receipts,

Local property taxes, on the other hand, rise only
when local units of government find it necessary to raise
additional revenues to supplement state aids, and nontax
revenues. In this sense, local property taxes are a resi-
dual, or balancing, form of taxation. Thus, local levies
tend to rise at precisely those times at which state tax
revenues are increasing least rapidly. These tendencies
are apparent in the percentages shown above.

The most rapid rate of increase in Iowda income and
business activity occurred in the period 1948 to 1943;
this was also the period in which reliance on local prop-
erty taxation showed the sharpest decline in Jowa. From
1948 through 1954, private income in lowa rose much
less rapidly than io the nation as a whole; and in this
more recent period, the relative importance of local
property taxes rese in Iowa, but fluctuated without any
¢lear-cut trend in the nation.

The tax revisions enacted by the 56th General Assem-
bly, including increased school aids and the 110 percent
increase in Agricultural Land Tax Credits, reduced the
relative importance of net local property tax levies, but
did not reduce the absolute amount of local property
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TABLE 3. (CONT.)

RECEIPTS OF GENERAL FUND,

STATE OF TOWA

Fiscal Years Ending June 30,
(in thousands of dollars)

Est. Actual Percent Change
Special taxes: 1952 1953 1954 1955 1956a/ 1956 ¢/ 1946-1955 1948-1958
Beer tax 3,094 3,200 3,233 3,214 3,175 3,189 +107.4 +108.7
Chain store tax 32 33 32 33 32 31 - 8.3 - 13,9
Cigarette tax 5,022 $,232 7,338 7,020 7,150 7,119 4+ 95 .8 + 98.5
Equipment car tax 493 109 101 103 103 101 +110,.2 +106, 1
Income tax - corporation 2,884 2,800 2,232 2,284 3,850 3,190 + 176.8 +146.9
Income tax - individual 19,703 19,000 20,797 21,956 25,400 25,139 +244,5 +294.5
Inheritance tax 3,939 4, 854 5,157 4,701 5,300 4,759 +108.9 + 111,65
Insurance premium tax 4,466 4,676 5,209 5,441 6,543 5,794 + 140, 2 +155.8
Oleomargarine tax 617 619 ) LR L L L e SR e
Sales tax 52,508 92,674 53,561 55,825 68,9‘25_!)/ 69,221 4+ 997 +147.6
Use tax 7,942 8,000 9,541 10,514 ------ 11,362 +480.9 + 627,17
Total Special Taxes 100,300 101,198 107,200 111,091 120,278 129, 905 +134. 2 +173.8
Less: Diversion to R.U.T,F, df
Sales tax, 10% 5,256 9,267 5,363 5,583  =e--- 6,925
Use tax, motor vehicles 4,624 4,500 5,715 6,506  ----- 6,502
3,880 2,767 11,078 12,089 13,421
Net Special Taxes to Gen, Fund 90,420 91,431 96,122 99,002 120,278 116,478 +108.7 +145,5
from County Treasurers 7.126 7.323 8,589 8,376 9,308 9,850 + 89.13 +130,7
Transfers from Liquor Con, Com, 4,500 4,250 4,500 4,000 4,000 5,000 + 14.3 + 42,9
Interest from Gen.Fund, Invest, 1,086 = -=cec  aaw-- 1,456 2 e-ee- b b S L
Fees from State Offices 2,954 - 3,032 3,439 3,492 3,440 3,817 + 146, 6 +173.6
Miscellaneous receipts 130 129 398 140 100 958  eemeaa- I
Grand Total, Annual 106,215 106,165 113,048 116,466 137,126 135,676 +104. 9 +139.5
Grand Total, Biennial 212,380 229,514

Estimares of State Compurolter, July 1, 1955,

Road Use Tax Fund

. Combined estimated yield of sales and use taxes, net of diversion to Road Use Tax Fund,
Actual Revenues, as reported by the State Comprroller, July, 1956,

Prior to the fiscal year ending June 30, 1848, the General Fund did not include all of the receipts included since that

time, The data for the 1946 and 1947 fiscal years are presented here as they would have appeared if the General Fund
had been defined in the same way in 1946 and 1947 as in later years,

taxes payable in 1956. For 1956, net local property tax
levies will supply a smaller percentage of total State
and Jocal property tax revenues than at any time since
1943; and the share of net local property levies in total
tax revenues will be smaller in 1956 than in 1942, or 1946.
Although the changes in the State's tax system enacted by
the 56th General Assembly have had the effect of reducing
the rolative importance of locd property taxation, demends

for property tax relief cemtinue for at least two reasons:

1. The absolute amount of the net local levy on property
continugs to increase, rising by approximately 89 mil-
lion from 1955, to 1956, and by $107 million from
1948 tn 1938;

8;. Declining income from agriculture, which beurs a rela-
tively stable (44 to 48 percent) share of rising local
property taxation, has intensified the tax burden.

3. Receipts and Appropriations, State of lowa General

Fund, 1946-1956.

The tax and nontax revenues of the State government
are allocated to several different ““funds,” or accounts,
Th: major accounts are the “General Fund,” the “Road’
Use Tax Fund,” and the “Primary Road Tax Fund.”
Receipts and expenditures of the State General Fund are
analyzed in this section, and an analysis of the road tax
tund is presented in Section 4.

In many respects the General Fund is the focal point
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of interest in State fiscal affairs. The receipts of this
fund comprise the resources over which the legislative
branch exercises discretionary powers. Most of the tax
and nontax revenues of the State government—with the
important exception of the highway user taxes and li-
cense fees—ego into the General Fund. And it is from the
General Fund that appropriations are made for the sup-
port of State institutions and services, tax relief pay-
ments to property owners, and aids to local units of
government. It is primarily on the basis of projected
General Fund receipts and expenditures that legislative
decisions are made with respect to changes in State tax-
es, and the appropriations of the General Assembly are
determined. Therefore, the trend of revenues and ex-
penditures for the General Fund merit rather detailed
consideration.

Receipts. Total annual receipts of the State General
Fund, and total receipts for each biennium, by major
categories of revenue, are shown in Table 3, for the fis-
cal yvears 1946-1956. The data presented in this table have
been compiled from Iowa State Budgets, except the es-
timated and actual revenues for the fiscal year 1956,
which were supplied by the State Comptroller.

From 1946, to 1956, the annual! yield of the “special
taxes,” shown in Table 3, increased by over $82 million.
The most rapid rates of increase were registered by the
personal income tax, up 295 percent, and the use tax, up
528 percent. The very high rate of increase in the yield
of the use taxes from 1946 to 1956 reflects the fact that
many types of consumers’ and producers’ durable goods
—particularly automobiles— were virtually unavailable
during a large part of the fiscal year 1946.

For the fiscal year 1946, the cffective rates of personal
income tax ranged from .5 percent, to 2.5 percent of net
taxable income. The rates were raised to .75 percent,
to 3.75 percent for the fiscal vears 1948-1955, inclusive.
For the fiscal year 1946, the rates were again raised to
a range of .8 percent, 10 4.0 percent. Thus, a part of the
increase in the personal income tax was attributable to
the fact that the rate structure was 60 percent higher in
1958, than in 1948. Also, effective with the fiscal year
1956, capital gains were made taxable for the first time,
and dividend income was subjected to a greater degree
of taxation.

But the major factors responsible for the high rate of in-
crease in the revenue from the personal income tox were the
marked increase in income received by residents of Towe and
the change in the effective tax rates. Percentagewise, and in
dollar amounts, the incroose from 1046 to 1948 was larger
than for the entire period from 1948 through the fiscal year
1855,

From 1946 to 1956, the total revenues from the “special
taxes’’ shown in Table 3 increased 174 percent. However,
the diversion of 10 percent of the sales tax, and the use
tax on motor vehicles to the Road Use Tax Fund, be-
ginning in 1950, held down to 145 percent the rate of
increase in the net receipts of the General Fund from
these sources.

In addition to special tax revenues, several sources of
nontax revenue are allocated to the General Fund.
County payments for the care of patients in State insti-
tutions comprise the most important source of nontax
revenue. From 1946 to 1956, General Fund receipts from
county treasurers increased by more than $5.5 million,
or approximately 131 percent. These payments are made
from funds raised by local property taxation.

A part of the profits of the State Liquor Control Com-
mission are regularly transferred to the General Fund.
Another part, about one-third, or $2.4 million in recent
yeuars, is used to reimburse local governments for tax
losses resulting from military service exemptions. Al-

though the liguor profits going to the General Fund vary
from year to year, there has been no clearcut tendency
for the amount to increase since 1943.

Fees from State offices include a wide variety of re-
ceipts, collected principally by the Departments of Agri-
culiure and Public Safety., The Insurance Commission,
and The Secretary of State. General Fund receipts from
State offices have increased steadily since 1946. From a
total of slightly less than $1.4 million in 1948, fees in.
creased 174 percent to $3.8 million in 1956,

Changes in the relative importance of the major
sources of receipts of the General Fund are shown in
Table 4. The sale and use taxes comprised the most im-
portant source of General Fund revenue throughout the
period. The decline in the relative importance of this
source from the biennium ending June 30, 1949, to sub-
sequent periods reflects the diversion of sales and use
tax receipts to the Road Use Tax Fund. Even with the
higher sales and use tax rates in effect during the fiscal
year 1956, the relative importance of this source of rev-
enu¢ was not restored to the pre-1950 level.

The income taxes accounted for a larger percentage of
General Fund receipts at the end of the period covered
in Table 4, than in the earlier years., The growth in the
relative importance of this source reflects higher in-
comes, and increased rates, The relative importance of
other special taxes, as a group, did not change signifi.
cantly during the period, 1947 to 1955. In 1956, however,
the relative importance of other special taxes declined,
primarily as a result of the higher sales, use, and in-
come tax rates. Nontax revenues have accounted for a
relatively stable percentage of General Fund revenues
through the period.

Table 4. Percent of General Fund Receipts from Sales and
Use Taxes, Income Taxes, Other Taxes, and Nontax
Sources.

Biennial Pericds, ending June 30

1947 1949 1951 1953 1955 1956¢
Net Sales & Use Taxes 54 48 48 46 49
Income taxes 19 20 21 21 21
Other Special taxes 18 17 17 18 15
Nontax revenues _..........—.. 14 12 15 14 15 14
100 100 100 100 100
Sonrcer Computed from dota in Table 3.
tDats for flcal year ending June 30, 1958,

Appropriations. Appropriations from the General Fund
of the State of Iowa are shown in Table 5, by major
category of appropriation, for each hiennium since July
1, 1945. The relative rates of growth in each class of
appropriation, and the relative importance of each type
of appropriation are indicated in the last three columns
of the table. The trends in appropriations are shown
graphically in Chart 2.

For the 56th Biennium (July 1, 1955, to June 30, 1957;,
the various State aids comprised the largest appropri-
ation from the General Fund—over 43 percent of the
total, as compared with about 35 percent of the total in
the 51st biennium. The growing importance of this class
of appropriation is further evidenced in the ‘‘percentage
change” columns of Table 5. From the 5lst to the 55th
Biennium, State aids increased almost 148 percent, while
total appropriations increased by only 118 percent. From
the 55th to the 56th Biermium, State aids increased more
than any other category of appropriations shown in Table
5, over 20 percent.

Appropriations for support of State institutions under
the Board of Regents comprise the second most import-
ant component of General Fund appropriations, account-
ing for almost 20 percent of the total in the §6th bienni-
um, as compared with about 14 percent of the total in
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CHART 2. APPROPRIATIONS: GENERAL REVENUE FUND,
STATE OF IOWA, 51ST THROUGH 56 TH BIENNIUM

MILLIONS
$3OOF

ALL OTHER

' ] DEPARTMENTS'

SOLDIERS' B i1 ADMINISTRATION
BONUS & i

FUNDS B

| BOARD OF CONTROL
24 INSTITUTIONS
%

BOARD OF REGENTS
INSTITUTIONS

SOCIAL WELFARE

STATE AIDS

5187 52 ND 53RD 54 TH 55TH 56 TH
BIENNIUM

SOURCE: TABLE 5.




TABLE 5. GENERAL REVENUE FUND APPROPRIATIONS
By Biecnnial Perfods, July 1, 1945 to June 30, 1957
By Major Categories,
(In thousands)

5131 Biennlum $2nd Biennium 5%d Biennium S4th Bleonivm 351k Biennium S6th Blennium  Percentage  Changes Petoent of Toal
July 1, 1945t Tuly I, 1941 10 July 3, 134918 July i, 181 W July 1. 1953100 Juiy 1, 1905 10 Sistto $4th 53 eo 364h 56th Blensiurn
* [)epa”pnen(s Tune 30, 3947 June 30, 1949 June 30, 1951 fune 30, 19573 June 30, 1955 Jone 30, 1957

Administration $ 11,016 $ 15,103 § 17,302 $ 18,826 § 20,584 $ 23,015 + 86.9 + 118 8.4

Board of Control
Institutions a/ 10,592 15,050 17,308 19,672 23,505 28,090 + 121.9 + 19.5 10,3

Board of Regents .
Institutions 2/ 15,785 25,1711 33,946 41,620 49,410 53,513 +213.0 + 8.3 19,

Social Welfare 21,290 25,590 30,800 34,420 34,640 33,070 + 62.1 4.9 12,
Srate Alds b/ 39,418 63,450 88,145 92,645 97,935 118,019 + 148.5
Capital Improverents 13,903 9,624 12,094 1,379 9,858 9,49;'3 - 29.1
Standing: Tax Refunds 800 2,000 3,000 3,000 4,720 4,520 + 490,0

Budget and Financial
Control Com, 750 2,000 1,000 3,000 2,000 2,000 + 166,17

Legislative Expense and
Special Committees 362 464 750 181 844 975 + 133,1

Miscellaneous and Claims 67 139 104 96
Deficiency ¢/ aaeea
Service Compensation Fund  ---- 50,000
Primary Road Fund 5,000

Public Employees
Retitement Fund “ene .- “--- 1,000 200 e wanee 0.1

Tatal for Bienniurn $113,9284  $160,714  $258,484 $222,447  $244,742  $273,03) 4+ 114, 1 4 11.6 100.0

GCBT-996T ‘VAMOI NI STHALIANIAXT ANV SEONTARY TVINIWNHIACD

For suppott only, Exoludes capital approptiations,

Includes school aids, homestead and agricultural lamdl tax cregits, mental aids and other minot aids,
Deficiency appropriations have heen allocated to specific departments for other bieania,

Less than . 05 percent,

Source: lowa State Budget and lowa State Comptioller's Office.
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the 51st biennium. From the 51st biennium to the 55th
biennium, appropriations for support of Board of Regents
mstitutions increased 213 percent. However, for the 56th
biennium. the increase was only 8 percent.

Other major categories of General Fund appropriations
include those for social welfare (12 percent of the total
in the 56th biennium); support for Board of Control insti-
tuticns (10 percent of the total); and appropriations for
the various departments of State government (8 percent
of the total). Appropriations for social welfare and State
administrative departments have risen less rapidly than
total appropriations in the period covered by Table 5;
appropriations for Board of Control institutions have in-
creased at a rate slightly higher than the rate of in-
crease in total appropriations.

1. In the Slst Biennium, ending June 30, 1947, 53.83 per-
cent of the expenditures from the General Fund of lowa went
back to local communities in the form of social welfare out-
lays, school atds, tax credits, and miscellaneous aids. In the
56th Biennium, which will end June 80, 1957, approximately
35 percent of the General Fund outlays will go back to local
communities, while 45 percent will be used for general Stote
purposes.

From the 5lst to the 56th Biennium, total appropriations
increased by sightly more than $159 million; of the total
increase, $9.4 million, or 57 percent, represented increoses in
funds returncd to local commaunities.

The growth in appropriations from the General Rev-
enue Fund of the State of Iowa from the 51st biennium
to the 56th biennium may be attributed to several fac-
tors, of which the following are most significant;

1. Ths price level of goods and services purchased by state

und local governments rose by more than 50 percent
during the pertod covered in Table 5.

. Appropriations for the S5lst biennium were at abnorm-
ally low: levels as a result of the war-induced shortages
of manpower and materials, and reduced enrollments in
institutions of higher education.

. The growth of State aids for schools and for the relief
of local property taxation, reflecting higher local school
cosits.

4. The extension and qualitative tmprocement of State

services.

From October, 1946, to October, 1955, full-time State
and local government employment rose from approxi-
mately 54,000, to almost 75,000; over the same period
monthly payrolls more than doubled, rising from about
$10 million in Qctober, 1946, to more than $21 million in
October, 1955, for all units of government in lowa. Of
the increase in total employment noted above, about
8,000 employees were added at the State level, and over
12,500 by loca!l units of government.* The growth in em-
ployment and payrolls from 1846 to 1955 reflects: (a) the
shortage of manpower available to State and local gov-
ernments in 1946; (b) the rising level of wages; and (c)
the expansion of functions in the postwar years.

Revenue-Expenditure Comparisons and the Balance of
the General Revenue Fund. Receipts of and appropria-
tions from the General Revenue Fund are compared in
Table 6. During the period from July 1, 1945 through
June 30, 1949, receipts of the Fund exceeded appropri-
ations by almost $58,000,000. However, in the following
three biennia appropriations exceeded receipts by a cu-
mulative total of almost $84,000,000. Although the full
effects of the tax rate increases and tax revisions en-
acted by the 56th General Assembly were not reflected
in the General Fund Receipts for the fiscal year ending
June 30, 1956, actual revenues were slightly smaller than

the average annual appropriations for the 56th biennium.

_:U.S. Bureau of the Censuz, “Public Emplovment in Qctober, 1946,” May,

{ggg, pp‘lg-Q; “Stare Distribution of Pnbfic Employment in 1955, March,
. P. .

With collections for a full year at the higher rates, and
assuming no change in general business conditions dur-
ing the second year of the 56th Biennium, it is antici-
pated that General Fund receipts for the entire Biennium
will exceed appropriations by roughly $2.5 million.

Table 6. Receipts and Appropriations, General Revenue
Fund, State of Iowa
{In thousands)
Receipts
less Appro-
Receipts Appropriations priations
$113,984
160,714

259,484

51st Biennium,

1945-1947: ... $131,084
$2nd Biennium,

1947-1849: ... 201,400
53rd Biennium,

1949-1981: __._... ... 200,789
54th Biennium,
1951-1953:
55th Biennium,
1953-1955

Fiscal year
1956: _.._.. 135,676* 136,526* - 850

Appropriations in excess of current receipts for three
successive biennia-—the 53rd, 54th and 55th— were made
pessible by the large balance in the General Revenue
Fund at the end of the fiscal year 1949, This balance was
accumulated during World War I, and in the immediate
postwar years, when receipts were raised by inflation
and increased business activity, and expenditures were
limited by war-induced restrictions on expenditures.

The excess of appropriations over General Revenue
Fund receipts is reflected in the declining balances of
the General Revenue Fund. The net and unencumbered
balances, including the Special Reserve Fund balances,
are shown in Table 7, for the years 1948 to 1956. It will
be noted that year-to-year changes in the balances in the
General Revenue Fund do not “match’ the deficits or
surpluses of the General Revenue Fund receipts and ap-
propriations, shown in the last column of Table 6. This
discrepancy results primarily from the fact that actual
expenditures from the General Fund may be either in
excess of, less than appropriations in any particular
year, or biennium.

But the trend in General Fund bslances, and the cu-
mulative total of surpluses and deficits move in parailel
fashion. For example, the net balance of the General
Revenue Fund declined from $120 million on July 1, 1949,
to about $40 million on July 1, 1955, a reduction of ap-
proximately $80 million. In the same period, appropri-
ations exceeded receipts of the General Revenue Fund
by almost $84 million.

Three special non-recurring appropriations accounted
for a major portion (79 percent) of the reduction in the
General Revenue Fund Balance:

1). For the 53rd biennium, covering the period from
July I, 1949, to June 30, 1951, an appropriation of
$50,000,000 was made from the General Revenue
Fund to the Service Compensation Fund for the
purpose of paying the World War II soldiers’
bonus.

2). In the same biennium, an appropriation of $5,000,-
000 was made from the General Revenue Fund
to the Primary Road Fund.

3). In the 54th biennium, an additional appropriation
of $8,000,000 was made to the Service Compen-
sation Fund.

+$17,100
+ 40,686
- 58,695
222.447 - 10,067

229,514 244,742 - 15,228

*Actual collections during twelve months ending
lections during the following twelve months will be
ing no change in general i i

Genernl

Jupo 30, 1938, Col-
ewhat iarger

conditioni=as ixx rate changet enacted

Assembly arc fully reflectad in collections.

*One-half of total sppropristions for 58th Bicnntum,
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Table 7. General Revenue Fund: Cash and Unencumbered
Balances
{(in thousands}
Less Estimated
Net Prior Unen-

Net Plus Appropriation cumbered
July 1: balance Transfers Liabilities Balance
1948 .. $101,783 $.._. $29,6887 $72,096
1049 ... 120,226 e 25,483 94,743
1950 ... 65,096 496 26,207 38,336
1951 ... 57,128 456 19,158 38,428
1852 ... 53,378 ... 16,490 36,888
1953 ... 51,040 2,006 15,141 317,905
1954 ... 47,718 20,521 27,195
1955 ... 39,823 51 10,882 28,990
1956 .. ... 42428

Source: Office of State Comptroller.

- The postwar trends in General Revenue Fund receipts
and expenditures presented above, and summarized in
Table 6, suggest the basic nature of the current ‘‘tax
problem” in Yowa. The trends also point up the long-run
developments which led the 56th General Assembly to
establish the Taxation Study Committee and to charge it
with the responsibility for the study of the State’s rev-
enue systerm, and the formulation of recommendations
to improve its “‘equity and adequacy.”

The implications of the data presented above may be
summarized as follows:

1). During the war and early postwar years, a net balance
of more than $120 million was accumulsted in the Gen-
eral Revenue Fund of the State of Iowa as a result of
g) substantial increases in revenues, reflecting inflationary
trends in the economy, end b) war-induced restrictions on
expenditures.

2.) For three successice biennia, covering the period from
July 1, 1949, to July 1, 1955, appropriations exceeded re-
ceipts of the General Revenue Fund. Thus, for a period
of six years, it was possible to incresse expenditures
without commensurote increases in loxes.

3). By 1958, the balance of the Goneral Fund of the State
of lowe had been reduced to a level which {3 no larger
than is generally considered necessary for an adequate
working balance.

4). With the end of the 55th biennium, the period of “casy
fnance” also came to an end. The surplus available to
cover appropriations in excess of Ceneral Rovenue Fund
receipts was depleted; and the inflaticary rise in prices
which had opgrated to produce "automatic increases” in
revenues without increasing tax rates had been arrested.

3). For the first time since the biennitm ending June 30,
1949, the appropriations made by the 56th General
Assembly were “covered” by estimated receipts of the
General Fund. In order to achigve this balance, however,
it was necessary to raise tax rates, and extend the coverage
of certain taxcs.

6). The shift from a six-year period of financing the excess
of approprictions over currgnt recgipts of the General
Fund from an accumulated surplus, to a period in which
appropriations must be covered from current receipts has
generated an acute public aoareness of the State’s fiscal
position which was not elways present during the carlier
period.

7). Finally, it may be noted that the “fiscal crists™, which
posed a threat of a State general property levy, and led
the 56th General Assembly to rofse tax rates as on alter-
native to a property levy, did not arise suddenly. It was
the culmination of trends which bogan in 1949, and which
were brought to an end by the depleﬁon of the surplus
in the General Revenue Fund.

4. Highway Revenues: The Road Use Tax Fund and the

Primary Road Fond.

As noted in an earlier section, the major portion of the

tax and nontax revenues of the State of Iowa are chan-
neled into either the General Revenue Fund, or the Road
Use Tax and-or Primary Road Fund. A brief statement
of revenues available for highways, roads, and streets is
presented in this section.

The Road Use Tax Fund comprises the major channel
through which the various State highway user tax rev-
enues move from collection to disposition for road pur-
poses. This fund, established by the 53rd General Assem-
bly, is made up of the net proceeds from the registration
of motor vehicles, the motor vehicle fuel taxes, the com-
pensation tax on motor vehicle carriers, all net revenue
derived from the use tax on new motor vehicles and
trailers and 10 percent of the sales tax receipts, How-
ever, the Road Use Tax Fund receipts do not include the
5th and 6th cents of gasoline tax imposed by the 55th
and the 56th General Assemblies, respectively. Receipts
from these additional gasoline taxes are chanpeled di-
rectly to the Primary Road Fund.

The receipts of the Road Use Tax Fund are shown in
Column 1 of Table 8 This table also contains, in Column
2, certain additional data for Primary Road Fund re-
ceipts which are not channeled through the Road Use
Tax Fund. Local property tax levies for road purposes
are presented in Column 3 of Table 8§, and Federal aids
for all types of roads and streets are shown in Column 4.
The last column of Table 8 shows the totals from these
various sources available for highways, roads, and
streets for the years 19560 to 1956, inclusive,

In 1950 receipts of the Road Use Tax Fund were slight-
ly in excess of $39 million. These receipts increased
sharply in 1951, but remained substantially unchanged
for the following three years. However, the revenues
have again increased substantially in the last two years.
From 1950 to 1956, Road Use Tax Fund revenues in-
creased by approximately 65 percent. From 1955 to 19536
alone, the increase was 22 percent. These increases may
be compared with the growth in the General Revenue
Fund of Iowa which increased by only 41 percent from
1950 to 1956 and by 16.5 percent from 1855 to 1956. In
addition to the growth in the Road Use Tax Fund, rev-
enues from the 5th and 6th cents of gasoline tax, ear-
marked directly for the Primary Road Fund, supplied
$16.6 million in 1958.

The first two columns of Table § show the highway
revenues raised at the State level of government. From
1950 to 1956, revenues raised by State taxes and licenses
increased by almost 93 percent. In 1956, State revenues
accounted for approximately 70 percent of the total
amount shown in the last column, as compared with on-
ly 60 percent from State sources in 1950.

Table 8. Revenues for Highways, Roads and Streets,

1950-56
{In thousands)
Road Additional
Use Primary  Local Total

Tax Road Road Federal Revenues
Years Fund Funds* Levies® Aids*  Available
1950 ....$58,091 $ 125 $26,523 $14,557 $ 98,296
1951 ... 70,716 68 28,200 11,500 110,484
1952 .. 70,479 174 29,923 10,326 110,802
1953 ... 69,492 278 31,048 11,731 112,547
1954 ... 73,156 7,491 31,716 9,739 122,102
1955 ._. 79,849 8,645 31,047 14,533 134,074
1956 ... 97.441 16,595 31,152 17,938 163,121
Percentage changes:
1950-56 4-64.9 N +17.5 +23.2 4 65.9
1955-56 +220 4+92.0 + 03 +234 + 21.7

sExclusive of Federel sids and transfers from Road Use Tax Fund. Since
1953, includes chiefly recelpts from Sth and - 6th cents gasoline tex.
Levics for collection In vcars shown.
"uds for nll Ppes of roads and streets.
osurces: road levies, Iows Statc Tax Commnisuion; All other dats,
!owu State Hagbway Commission.
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Although the revenues raised by local property tax levies
have increased by 17.5 percent from 1950, to 1956, prop-
erty tax levies provided a substantially smaller fraction
of total road funds in 1956 than in 1950.

Of the total increase of $38 4 million in the receipts of
the Road Use Tax Fund from 1950 to 1956, one-half was
allocated to counties for local roads, and 8§ percent was
earmarked for cities and incorporated towns. Forty-two
percent of the Road Use Tax Fund is allocated to the
Primary Road Fund. From 1950 to 1956, the revenues
raised by property taxation for road purposes at the
county level increased 17.5 percent; funds available from
State sources for county road purposes increased almost
65 percent during the same period.

The increases noted in Table 8 are attributable to a
number of factors of which the following are the most
important:

1. The increased number of motor vehicles registered in the
Stute;

2. The repid post-war increase in the volume of gasoline
consumption;

3. The highgr sales tux rate and, In general, the increased
volume of retail sales which, since 1950, have affected the
receipts of the Road Use Tax Fund. With the establish-
ment of the Road Use Tax Fund 10 percent of retail
sales tax revenues and the use tux rouenues from motor
vehicles have been earmarked for the Road Use Tax
Fund. As a consequence of this dicersion of gengral rg-
ceipts to the Road Use Tax Fund, the receints of the Fund
have been made more sensitive to changes in the general
lecel of business activity. Although the use tax rate on new
motor vehicles was not increased in 1955, the additional
% of ] percent sales tax rate comtributed to the growth of
Roud Use Tax Fund revenues in 1956,

A summary statement of net receipts, expenditures,
and balances of the Primary Road Fund is presented in
Table 8. From 1946 to 1956, the receipts of this fund in-
creased by approximately 305 percent. During the same
period expenditures from this fund rose 271 percent. In
the more recent pericd, 1950 to 1956, receipts of the Pri-
mary Road Fund increased by 92 percent while expendi-
tures rose 88 percent. Over the same period, receipts of
the Road Use Tax Fund shown in Table 8§ increased by
almost 65 percent. Thus, in recent years, modifications
in highway user taxes, Federal aids, and other sources
of highway funds, have operated to increase the Pri-
mary Road Fund receipts at a rate considerably in ex-
cess of the rate of increase in aggregate receipts for all
road purposcs.

The balances in the Primary Road Fund shown in
Table 9 merit a brief explanation. The amounts shown
in the last column of the table are balances on hand on
June 30 of the years shown, But a very substantial por
tion of these balances are usually obligated as of this
date. As construction contracts are completed, and main-
tenance expenditures are made during the summer and
fall, the balances are reduced to much smaller amounts.
In the ensuing winter and spring months the balances
accumulate, as receipts of the fund are in excess of ex-
penditures during these months. Moreover, as Primary
Reoad Fund receipts were increasing sharply during
1954, 1955, and 1956, it was inevitable that the end of the
year balances in the Fund rise. Planning, the submission
of bids, and construction require time. During this time,
receipts accumulate and balances build up. But the in-
creased balances are not, in and of themselves, evidence
that the receipts of the Primary Road Fund are “‘too
large.”

From 1955 to 1956 receipts of the Primary Road Fund
increased by 34 percent as compared with an increase
of only 22 percent in the Road Use Tax Fund. The major
factor responsbile for the higher rate of increase in the

1950-56

Primary Road Fund has been the imposition of the 5th
and 6th cents of gasoline tax which, as noted earlier, are
not reflected in the receipts of the Road Use Tax Fund,
but are earmarked in their entirety for the Primary
Road Fund.

Table 9. Receipts, Expenditures, and Balances,
Primary Road Fund
1946-1956
(In thousands)
Balances: Balances:
Beginning Net Expendi- Close
of Year Receipts* tures of Year
$17,212 $16,273 $13,611
23,473 23,967 9,380
22,426 28,637 3,169
20,019 29,230 6,695

36,193 32,052 10,835
36,993 28,686 19,142
36,071 40,245 14,969
36,363 47,556 3776

44,080
L2 I § 51,884
56 ... 69,645
57 ... 25,686
Percentage
Changes:
1946-56

36,539 11,327
46,807 16,403
60,362 25,686

+304.6
+ 924 + 883
1955-56 + 34.2 + 29.0

*Includes allocations from Road Usze Tax Fund, Federal wids, transfens
from Genernl Fund and Uso Tax, receipts from 3th and Oth cents of Gaso-

line tax, and miscellanoous revenues.
sExclusive of $3,736,000 in U.S. Government bonds.

Source: JIowa State Highway Commission.

In addition to the amounts of road and street revenues
shown in Tables 8 and 9 a considerable amount of prop-
erty tax revenue is raised by cities and towns for the
construction, maintepance, and repair of urban streets.
These funds are not shown separately in this section but
are included with total revenues raised from property
tax levies by cities and towns to be shown later. The
data presented in Tables 8 and 9 and discussed above
may be summarized as follows:

1. In general, in the post-war period, receipts acailable for
expenditures on highteays, roads, and streets, have risen
more rapidly then recipts of the General Bevenue Fund
of the State of lowe.

. Highway revenugs in Iowa have come to be increasingly
dependent upon Stute sources. The revenues raised by
focal road levies as well as the revenues auailable from
Federal aids of various types contributed a smaller per-
centage of total highway and street funds in 1958 than in
1930.

. Since 1938 the revenues vvailable for primary roads have
increased more rapidly then those availeble for other types
of roads and streets. This higher rate of increase for primary
rond purposes is attributable to the imposition of a Sth
cent of gasoline tax by the 55th Generul Assembly, and a
6th cent by the 56th General Assembly with the revenues
from both impositions earmarked for use on the primary
road system.

. During the period from roughly 1950 through 1953 the
revenues avaflable for primary road purposes remained
relatively constant af ebout $36 million per year, A similar
plateau of relatively stable revenues was reached by the
Road Use Tax Fund from 1951 through 1954,

5. Public School Costs and Enroliment in Yowa

The costs of the Iowa public school system, together
with outlays on highways, roads and streets, account

+270.9
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for roughly three-fourths of 211 governmental expendi-
tures by State and local governments in lowa. The rev-
enues available for highways and roads have been de-
scribed in summary faskion in the preceding section. A
summary of expenses and enrollment in the Iowa public
school system is pregented in the following paragraphs.

Current operating expenses, capital, outlay and deht
service, total public school costs, total enroliment, and
cost per child enrolled are shown in Table 10 for the
school years 1940-41 through 1955-56. From 1941 through
1956 current operating expenditures increased 290 per-
cent. QOver the same period capital outlays and debt
service increased by almost 774 percent. The very sharp
rate of increase in capital cutlays reflects the low rate
of school construction during the late 193¢'s and the
World War 1l period. Combined operating and capital
outlay expenditures increased 366 percent from I841 to
1956. During this period, total enrollment increased by
slightly less than § percent.

From 1948 to 1956 current operating expenditures in-
creased by 99 percent, capital outlays and debt service

TABLE 10,

744 percent, and total school costs by 156 percent. Con-
fining the comparisons to more recent periods, it may
be noted from Table 10 that current operating expendi-
tures increased by 65 percent from 1950 to 1856, while
capital outlays rose 214 percent and total costs by 90
percent during the same period. In the most recent com-
parison, from 1855 to 1956, current operating expenses
increased slightly more than § percent, ¢apital outlays
about 6 percent, while total costs increased by something
less than 8 percent.

It may be noted from Column 4 of Table 1@ that total
enrollment in kindergarten through grade 12 declined
from 1941 to the end of the World War II period. In fact,
it was not until the school year 1951-1952 that total en-
rollment was approximately equal to enrollment in the
school year 1940-4).

Average total costs per child enrolled are shown in
Table 10. These averages have been computed by divid-
ing the annual totals appearing in Columns 1 and 3 by
the total enrollment figures appearing in Column 4. Com-
puted in this manner average total cost per child en-

PUBLIC SCHOQL COSTS, AND ENROLLMENT,

School Years 1940-41 to 1955-56

(Total costs and enrollment in thousands)

Cost per Child earolled

School Year Current Capital Outlay To1al Public Enroliment, K (in dollars)

Ending Operating Expense  and Debt Service $chool Costs through Grade 12a/ Operating Tatat

1941 $ 39,201 $ 17,182 $ 46.382 496 79 $ o4 |

1942 40,794 6,254 47,048 491 83 9% ;

1843 41,831 5,319 417,150 479 87 98 |

1944 44,538 4,637 49,175 460 37 107

1945 50,332 5,045 55,377 454 11 122

1946 56,100 5,410 61,510 460 122 134

1947 65,082 8,517 71,658 459 142 156

1948 76,845 7,431 84,276 464 166 182

1949 84,852 18,284 103,138 469 181 220

1950 93,123 19,957 113, 080 418 195 237

1951 101,471 26,647 128,118 486 209 264

1952 111, 868 31,160 148,028 495 226 289

1953 120,844 38,072 158,917 511 236 811

1954 130,565 48,633 179,198 523 250 348

1955 ¢/ 141,451 59,149 200,606 539 262 are

19562/ 153,253 82,755 216, 008 b/ b/
Percentage Changes:
1941~1956 +290,1 +1718.8 4365, 7 + 8,74/ +231. 6 +295,7d/
1948-1956 + 99,4 +1744.5 +156.3 +16,2d/ + §1.84/ +104,44d/
1950-1956 + 64,6 +214,5 + 81,0 +12, 84/ + 34,44/ + 57.0d/
1955-1956 + 83 + 6.1 + L7 ey -

a/. Emollment figures are cumularive over entire school year, and thus include some duplications as a resule of children being

enrolled in more than one school during @ school year.,

c/. Costs are estimated for 1955 and 1956,
d/. Compastisons of earlier years with 1955,

Source: lowa Department of Public Insquction,

b/. Commparable figures for 1956 school year noc available, On Sepiember, 1956, to1al enrollment was 518,042,
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rolled increased from $94 in 1941, to %372 in the most
recent year for which the computation can be made,
1955. This represents an increase of about 296 percent in
the average cost per child enrolled. Basing the compari-
son on the period from 1948 to 1955, the increase was
104 percent. From 1950 to 1955, the increase was 57
percent.

Operating costs per child increased less rapidly than
total costs per child over most of the period covered in
Table 10, From 1941 to 1955, operating costs per child
enrolled rose 231.8 percent; 57.8 percent from 1948 to
1955; and 34.4 percent from 1950 to 19535,

The sharp increases in the costs of operating the pub-
hic school system of lowa are attributable to a number
of factors. In the first place the price level has risen
sharply during the period shown in Table 10, Thus, the
higher costs of construction, supplies, and maintenance
account for some of the increase. Secondly, teachers’
salaries have been raised substantially during the period
covered by the comparisons, Third, it should be noted
that the increased operating éxpenditures and capital
outlays are not entirely explainable in terms of increased
enrollments. In fact, in all but the last three years shown
in Table 19, total enrollment has been less than in the

first year, 1840-41, shown in the table. The fact that the
total costs have increased rnuch more rapidly than en-
rollment is clearly reflected in the last two columns in
which average cost per cbild enrolled are shown for the
vears 1940-41, through 1954-55. Finally, it may be noted
that increaged expenditures represented improved pro-
grams and expanded facilities over the period shown.
The trend of school costs are shown graphically in
Chart 3 for the school years 1940-41, throush 1955-%6. It
will be noted from Chart 3 that most of the increase in
capital outlay and debt service has occurred since 1948,

Actual and projected enrollment in the public schools
of Iowa are gshown in Chart 4, for the school years 1540-
41, through 1965-66. In thic chart the actual enrollment
figures by high school and elementary grades are indi-
cated by the solid lines covering the years 1941 through
1955. The projected enrollment data are represented by
the broken line beginning in 1853 and extending through'
the school year 1985-66. From these projections it appears
that elementary enrollment in the Iowa public school
systemm will reach a peak in the school year 1960-81,
while high school enrollment will reach a peak safter the
1965-66 school year, Total enrollment, on the basis of the
projections of the Department of Public Instruction made

CHART 3. PUBLIC SCHOOL COSTS
SCHOOL YEARS, 1940~4|, TO 1955- 56

MILLIONS MILLIONS
$ 240 $ 240
220 ¥ 220

TOTAL COSTS
200 -4 200
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GHART 4. ACTUAL AND PROJECTED ENROLLMENT
IN IOWA PUBLIC SCHOOLS
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in September, 1953, will reach a peak about 1964, when
total enrollment is expected to bé shightly less than 670,-
000 as compared with actual enrollment of 539,000 in the
school yvear 1954-55. Although the projections of elemen-
tary enrollment have been somewhat higher than the ac-
tual enrollment figures for the years since the projection
was made, the general pattern of changes in total en-
roilment are probably represented in a reasconably ac-
curate fashion in the projections shown in Chart 4.

The trends in public school costs presented in Table 10,
and Chart 3 provide a major portion of the statistical
explanation of rising costs of government in Iowa. The
growth of expenditures for the public school system are
particularly relevant for any explanation of the growth
in local property tax levies. The more significant devel-
opments presented in this section may be summarized
as folows:

1. Since 2950, expenditures of the public school system have
ingreased more rapidly than any other major component of
government outlay.

2. In the post-war years, particularly since 1948, outlayy for
capital purposes and debt service have risen much more
rapidly than operating expenditures of the public schoot

58 €60 62 64 66

system, as actual and prospective incresses in gnrollment

have reyuired additional facilities.

. Operating expenditures as well as copital outlays and debt
service have risen more vopidly than enrollment in the
period covered in Table 10.

. As ¢ consequence of the higher rate of increase in total
public school costs, as compared with the increased en-
rollment, total costs per child enrolled have increascd al-
most 296 percent from 1341 to 1955, and by 57 percent
from 1950 to 1955.

The various sources of public school revenues are dis-
cussed in a subsequent chapter of Part 1 of the Report.
Here, it may be noted that the major share of the rev-
enues is provided from local property tax levies.

6. Local Property Tax Levies for Local Governmental
Purposes,

The general trend of receipts and expenditures for lo-
cal units of government is partiaily reflected in changes
in property tax levies for use by these units of govern-
ment. However, it should be noted that a considerable
part of the revenue available for local units of govern-
ment is supplied from scurces other than local levies on
property. These nonproperty tax revenues include charg-
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TABLE 11,

LOCAL PROPERTY TAXES LEVIED,

Including Moneys and Credits Tax, by Type of Levy,
for collection in 1946-1956, inclusive
(In thousands)

Year Tax
Collectible

Levies for City
Governments Governments
1948 817,481
1947 18,797
1948 20,592
1949 24,554

$ 18,930
19,291
25,728
32,425

1950 27,574
1951 30,608
1952 34,052
1953 38,880

33,520
34,364
36,349
37,608

1954 40,410
1955 42,750
1958 45,518

40,188
41,086
46,285

Percentage Changes:

1946-56 180,
1950-56 65,
1955-58 6

Percent of Total:

1946
1950
1956

Levies for County

Total Local
Tax Leviésa/

Levies for School Levies for
Purposes Roads

$ 60,508
66,867
75,476

85,013

$ 17,617
19,012
20, 234
21,593

$ 114,517
123,967
142,030
163,585

26,523
28,200
29,923
31,048

178,341
188,954
208,543
225,680

88,724
95,782

108,219
118, 144

81,718
31,047
31,152

240,095
249,859
265,288

127,781
134,978
142, 333

1835, 131,
50,
6

35
60
b

*

3/. Amouns shown are gross levies, befote deductions for Homestead and Agriculwural Land Tax Credits,

Source: State Tax Commission

es for services, rendered by these units of government,
and aids from other units of government—primaridy the
State government. To the extent that local revenues are
derived from State aids changes in this source of revenue
have already bheen covered in the material on general
state fund expenditures in the form of aids.

Local property taxes levied by purpose or type of unit
making the levy are shown in Table 11 for the years 1946
through 1855. The data in Column 1 show the levies by
city governments, chiefly for general purposes. From
1946 to 1956 levies by this unit of government increased
almost 161 percent. In 1246 city levies comprised 15.2
percent of total local property tax levies, as compared
with 17.2 percent of the total levy in 1958, Thus, levies
by city governments increased more rapidly over the
period than the total local levies by all units of govern-
ment for all purposes.

General county levies are shown in Column 2 of Table
11, for the same period. From 1948 to 1956, county levies
increased 144.5 percent. From 1950 to 1956, general coun-
ty levies increased less rapidly than levies made by
cities and towns, or those made for schools. Over the
same period, the rate of increase in county levies was
also substantially below the average rate of increase in
total local levies. But from 1955 to 1956, levies by counties
rose more sharply than the levies made by cities and
towns, school districts, or levies for roads.

Levies for school purposes are shown in Column 3.
These levies comprise the major source of revenue re-

- flected in the increased expenditures shown in Table 10.

It will be noted that from 1946 to 1950 school levies de-
clined in relative importance in the overall local property
tax levy. However, by 1956, property taxes levied for
school purposes comprised an even larger fraction of
total local levies than was the case in 1946.

Levies for local roads are shown in Column 4. These
levies increased more slowly from 1946 to 1556 than any
other major category of levy. The rate of increase from
1950 to 1956 was also substantially less than the rate of
increase for all local levies as a whole. Thus, levies for
road purposes have declined from 15.4 percent of total
local levies in 1846 to 11.7 percent of total levies in 1958.

Over the entire period covered in Table 11, 1948
through 1956, levies for general city government purposes
have been the most rapidly increasing component of lo-
cal property tax levies, followed closely by levies for
general county government. From 1950 to 1956, the rate
of increase in city government and local school levies
was approximately the same, and both were substan-
tially above the rate of increase in local property taxes
levied for all purposes.

7. Summary: Trends in Iowa Taxation and Expendi-

tures, 1946-1858,

The material presented in preceding sections of this
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chapter outline in a relatively brief fashion the major
revenue and expenditure developments in Jowa since the
end of World War II. The trends point up some aspects
of Iowa's tax problems and suggest, at the same time,
the major factors respontible for the establishment of a
Taxation Study Committee. These factors may be su-
marized as follows:

1. Perhaps the most significant decelopment in the Stale's
fiscal experience since the end of World War I has been
the very rapid rate of increase in recelpts and expenditures
tn the major arcas of State and local finance. For example,
total State and local tex revenues have risen by over 159
percent from 1948 to 1956. The receipts and appropriations
of the General Revenue Fund of the State of lowa have
increased by roughly 140 percent in the some period. Re-
ceipts of the Primary Road Fund increased over 300 per-
cont from 1946 to 1956. Finally, it may be noted that
public school costs have risen by over 250 percent from
1846 to 1956. As o result of these increases, there has
appeared @ growing gap between the demand for funds
and the yield of the present tex system. Thus, long-run
quastions of the adequacy of the present tax system and
the possibilities for economy in government are posed.

2. Daspite the very rapid rates of increase in receipts and x-
penditures since the end of World War II, prospective
demands indicate that still further increases may be neces-
sary, According te estimates of the State Highway Com-
mission submitted to the Taxation Study Committee in
February, 1956, the rebuilding and modernization of the
Primary Road System alons will require tn excess of §640,-
000,000. Additignal demands for school revenues maey be
expected as a result of rising enrollment and increased
sularies for teachers. In hearings before the Taxation Study
Committes, The Board of Regents has presented estimates
o fa need for approximately $50,000,000 for capital outlays
during the next decade. Finally, # may be noted that the
generally rising waze level con be expected to reflect itself
in requests for higher levels of wages throughout the
structure of government employment at both the State and
local levels. The estimates of need presented above are not
forecasty of actuel expenditures. Before outlays can be in-
creased, legislative appropriations and/or action by local
units of government will be required.

3. The growing gap between present revenue ylelds and
actual and prospective demands for funds to finance gov-
ernment, has been given on air of urgency by the fact that
the General Revenue Fund surplus has notw been reduced
to & minimum working balonce level. As a consequence of
the discppearence of the surplus and the growing demands
for funds, there arose the threat of a general State levy on
property in 1955, This threat was averted by the taz in-
creases imposed by the 56th General Assembly.

4. As the need for revenues has risen, and as taxes ot the
State as well as the local level have been tncreased, the
inequities in the tax system have been intendfied. Inequi-

Hes which may be tolerable at low levels of taxation pro-
duce increased public resistance as it becomes necessary to
raise additional revenues through the tax system. The pres-
ent tax system is substantially the some system which has
existed for a perfod of 20 years. It has been modified from
time to time by changes in rates, and the introduction of
spectal credits and aids to relicee the more serious in-
equities, But it has not been subjected to general revisions
which would reflect the higher lecel of revenue demands
being placed upon it and toke into account the changing
natre of the State’s economy since the major revisions in
the 1930’s.

5. Most of the tax changes enacted by the S56th General
Assembly were made for a limited period of time, That i3,
unless re-enacted by a subsequent General Assembly most
of the increases in rates will expire June 30, 1957, Thus
tho temporary measures taken by the 36th General As
sembly did not produce a lasting solution to the States
revenue problems. Unless appropriations can be sub-
stantially reduced for the biennlum beginning July 1,
1957, it will be nccessary to reencct the tax changes made
by the 56th Ceneral Assembly, or to modify the revenue
structure in other ways.

8. Ag has been demonstrated on @ number of occasions, the
tyve of detailed, painstoking study which should form the
basis for permanent revisions in the State’s revenue struc-
ture is extremely difficult to condust during legtslative ses-
sions—regular or specigl. For this reason ax well as the
other reasons noted above, the 56th Cencral Ascembly saw
fit to appoint a speciel study commitice charged with the
responsibility for evaluating the adequacy and the equity
of the entire revenue structure in the State of Iowa.

The data presented in this chapter, although useful as
evidence of the overall growth in governmental revenues
and expenditures, are inadequate as measures of the
economic significance of trends in the State’s tax re-
ceipts. Also, the data presented in this chapter do not,
in themagselves, provide comparisons of revenue trends in
Towa with developments in other states. In the final an-
alysis, growing governmental revenues and expenditures
can be evaluated only in terms of the general growth in
economic activity and in population underlying the tax
base and the demands for governmental services. Ac-
cordingly, in Chapter 2 of the Report, an analysis of the
Iowa economy is presented.

The significance of the increased revenues and expend-
itures in lowa must also be evaluated in terms of
changes in governmental costs and revenues in other
states. To a very large extent, the factors which have
produced increased revenues and expenditures in lowa
have also operated to produce similar trends in the 48
states as a whole. Therefore, in Chapter 3 of the Report,
there is presented a comparative analysis of the cost of
government in Iowa and ten in other Northcentral states,
and in the 48 states as a whole,




CHAPTER 1
lowa: Population and Economic Trends

The volume and composition of services demanded of
government depend to a significant degree upon the size
of the population to be zerved, and the occupational and
geographical distribution of the population. The ability
of the population to support the services demanded of
government depends, in turn, upon the volume of pri-
vale income, the effectiveness with which the tax system
transfers funds from private to public uses, and the vari-
ous sources of income.

Analyses of population trends and trends in economic
activity in the State are wnresented in this chapter as a
basis for the evaluation of the Jowa tax and expenditure
system. The chapter is divided into five major sections.,
The first section deals with population trends, the second
with income trends, and the third, fourth, 2nd fifth pre-
sent briet descriptions of developments in agriculture,
manufacturing, and trade, respectively.

1. POPULATION TRENDS

Changes in total population. The total population of
Iowa has been characterized by a high degree of stabil-
ity since the beginning of the current century. Population
changes tor lowa, ten other Northcentral States, and the
United States are shown in Table 12 for selected years
from 1900 to 1955. The total population of Iowa, according
to the 1950 Census, was only 17.4 percent larger than in
1900, The rate of increase for Iowa was the lowest for
any of the eleven states shown in Table 12, and less than
cne-fifth of the rate of increase in the United States as
a whole. In the more recent decade from 1940 to 1950,
population in Towa increased by 3.3 percent as compared
with an increase of 14.5 percent in the United States as
a whole, and an increase of almost 10 percent in the
eleven-.state area. However, during the decade from 1940
to 1950 two other Northcentral states—South Dakota and
Nebraska— had lower rates of population increase than
Iowa.

From April, 1950 to July, 1955, Iowa continued to show
a very small rate of increase in total population, less
than 3 percent. The rate from 1950 to 1955 was lower in
Iowa than in any other state in the ¢leven-state area,
and less than one-third the rate of increase in the United
States as a whole.

During most of the period covered in Table 12, Iowa
has failed to retain thc natural increase in population
taking place within the borders of the State. The curnu-
lative effects of migration from Iowa is indicated in the
data compiled by the U. 8. Bureau of the Census in its
1950 enumeration of population. This enumeration dis-
closed that in 1950 there were 3,230,275 persons living in
the United States who had been born in JTowa. Of this
total 1,191,140, or approximately 37 percent lived in some
state other than Iowa. Of the 2,509,015 persons for whom
place of birth could be ascertained, and who were living
in Towa in 1850, 2,039,135 were born in lowa while 469,880
were born in some other state. Thus, of the 1950 popula-
tion of Iowa only 18.7 percent had migrated to the State,
as compared with about 37 percent of the persons born
in Iowa who had migrated to some other state.

A more detailed tabulation of the net migration and
net population changes in eleven Northcentral States is
presented in Table 13, This table shows the population
in April, 1340, the total births and deaths from 1940 to
1954. and the natural increase over the same period. The
natural increase is computed as the total number of
births minus the total number of.deaths. If there were
no migration either into or ocut of a state the population
on July 1, 1954, would have been equal to the population
on April, 1940, plus the natural increase. Eight of the
eleven states in the Northceniral area failed to grow by
as much as the natural increase in population. The
amount of the net migration from each state is shown in
Table 13 with a minus sign preceding the figure in Col-
umn 5. Three of the states not only retained all of the
natural increase, but actually gained popuiation from
other areas of the country. These states are shown with
a plus sign preceding the net migration figure.

During the period covered in Table 13, the natural in-
crease in Towa was 438,000. As the net increase in popu-
lation over the period for Iowa was only 123,000, the
number of Iowans leaving the State was 313,000 greater
than the pumber of residents of other states migrating
to Iowa. The migration from the State may also be ex-
pressed as a percentage of the net natural increase. In
this comparison Iowa lost 71.5 percent of its net natural
increase over the fourteen year period.

Table 12. Population, Eleven Northcentral States,
Selected Years, 1900-1055
{In thousands)

Percentage Changes
State or April, April, April, April, July, 1900 to 1940to 1950 to
Region 1900 1930 1940 1850 1955 1950 1950 1955
North Dakota ..o s e e 631 642 620 642 94.4 . + 35
South Dakota 402 693 643 653 677 62.4 L1 + 37
Nebraska . 1,066 1,378 1,316 1,326 1,381 24.4 ) + 4.1
1,470 1,881 1,801 1,905 2,060 29.6 . 4+ 81
MiInnesota ..o e by 10 2,564 2,792 2,982 3,174 70.3 . + 6.4

+ 44+

T A e et e e e 2,232 2.471 2,538 2,621 2,692 174 . -+ 2.7
MESSOULT cevve e e e 3,107 3,629 3,785 3,955 4,128 . . + 4.4
Wisconsin et . 2,069 2,939 3,138 3.435 3,604 A 2 + 175
NHNOoES .. e e 4,822 7,631 7,897 8,712 9,361 . 8 + T4
Michigan ... .. 2,421 4,842 5,256 8,372 7,236 ! . . +13.8

Indiana . . 2517 8,239 3,428 3,934 4,330 . X +10.1
“Total. 11 States .. e 22,176 31,848 33,236 36,515 89,375 L K L 9 + 178

Total, U, S vt e e — 73,995 122,775 131,669 150,697 164,280 3 . + 9.8
Source: U.S. Department of Commerce, Burcau of the Census.
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Table 13. Natural Increase, Net Migration, and Net Change in Population, Eleven
Northeentral States, and United States, April 1, 1940, to July 1, 1954.

Population
State or Region

1940 to 1954
Apr. 1,1940 Births - Deaths — Natural Net

Net Net
Change Population Migra.
in Pop. July, 1, 195¢ As% of

Increase Migration® 1940-54 (000) Natural

(000} (000) (600) Increase
North Dakota ..o - 642 223 74 149 -158 - 9 633 -106.0
South Dakota ... S 643 222 80 142 -117 25 668 - 824
NeBPaska ..o 1,316 411 181 230 -183 47 1,363 - 79.6
Kansas .ot - 1,801 589 266 323 -126 107 1,998 - 39.0
MEINNESOLA oo s reaes 2,792 986 389 5717 -241 336 3,128 - 418
O A e 2,538 810 372 438 - -313 125 2,663 - 7L5
MISSOUTE ..o e e 3.785 1,181 621 260 -304 256 4,041 - 543
WISCONSIN . oivins mecees rememeee e e 3,138 1,078 468 612 -124 488 3,626 - 203
Ithineis ... .. 7,807 2,511 1,301 1,210 + 68 1,278 9,175 + 06
Michigan ... . 5,256 2,001 806 1,285 +484 1,769 7,025 + 3.7
IN@Iana oo 3,428 1,244 572 672 +133 805 4,233 + 198

Total, 11 States ... - .. 33236 11,326 5128 6198 -881 5,317 38,553 - 142
Total, U.S.. oo 131,689 48,804 20,503 27,801 +927 285727 160,396  + 33

*Net mj, n!.\on mclud.es na! los:t of
Source: U.S. Buresu of the Cenrus,
P-25, Nos. 72 and 124,

lation 1o armed forces.
ont Populstion Reports, Serles

Three other states in the area also suffered an ex-
tremely high rate of population loss. These were North
Dakota. where net migration was 106 percent of the na-
tural increase, South Dakota where net migration ex-
ceeded 92 percent of the natural increase, and Nebraska
where net migration was almost 80 percent of the natural
increase over the period. Iowa ranks fourth from the top
in terms of the rate of population loss from net migra-
tion.

Population shifts within the State. Although the total
population of Towa has grown wvery slowly during the
past several decades, there have been very significant
internal shifts in the population. These shifts have taken
three closely related forms: First, the population has
shifted from rural to urban areas: second, there has been
a significant shift in the occupational distribution of the
population; and third, there has been a substantial geo-
graphical shift in population from certain parts of the
State to other areas within the State. These shifts are
discussed in the following paragraphs.

Population gains and losses by counties are shown in
Chart 5. It will be noted that there are three figures in
each county. The figure “A” shows the percentage
change in total population in the county from 1940 to
1950. The figure *‘B"" shows the percentage change in
rurzl population from 18490 to 1950. The figure “C" shows
per capita income in the county expressed as a percent
of the State average per capita income in 1955.* The 99
counties of the state are tabulated below according to
the rate of increase or de¢rease in population as shown
by figure “A”.

Distribution of Counties by Rate of Change in Total

Population, 1940 to 1950
Increase of over 20 percent ... 3 counties
Increase of more than 10,

but less than 20 pereent .cveiveer oo 6 "
Increase less than 10 percent ... e 24 ”
Decrease of less than 10 percent_ ... 53 "
Decrease of more than 10 percent ......_............_.. 13 v

89 counties

°The indexes of per eppita income in the 99 countics have been come

g:;:d Lrom data made avaﬂablfgsa th“couxmy ofsﬁm "“bl,"'hf" ot

s Management. Copyright anagement Survey of Buving
Power; further reproduction not Yicensed

Two important qualifications need to be made in an
interpretation of the data presented in Chart 5. These
qualifications have to do with the rates of population
change indicated for Story and Johnson Counties. In the
1940 Census of Population, students attending universi-
tiecs and colleges were not enumerated as residents of
the county in which they were attending school, unless
this also happened to be their home. However, in 1950
students were enumerated as residents of the place in
which they were attending school. This difference in
enumeration accounts for a very substantial part of the
in¢rease in population from 1940 to 1950 in Story and
Johnson Counties.

In general, the counties in the southern part of the
State suffered a larger out-migration than counties in
other parts of the State. Even in those counties in which
the losg in total population was comparatively small, the
net change in rural population from 1840 to 1950 was
usually negative and substantial. With few exceptions
the counties in which population gains were registered
from 1940 to 1950 were counties which already contained
substantial urban centers in 1940, and which also were
more heavily industrialized than the average county in
Towa.

In the counties containing major cities it will be noted
that not only did total population rize substantially from
1940 to 1950, but there was also an increase in rural pop-
ulation—in many cases as large as, or larger than, the
increase in total population. These increases in rural
population in such counties as Scott and Polk reflect pri-
marily the development of suburban areas which have
not been incorporated either as separate towns or as a
part of the larger cities.

Although any generalization is likely to oversimplify
the explanation, the maior factors responsible for the
changing population pattern evidenced in Chart 5 may
be summarized as follows:

1. In some of the Southem counties the decling of the coal
mining industry has been @ major factor leading to the
exodus of population.

2. The growth of industry in the State’s major cities has
created opportunitiss for additionsl urban employment
and has given rise to secondary and tertiary employment in
the trads and service industries.

3. The predominant factor which accounts for the pattern of




20 REPORT OF THE IOWA TAXATION STUDY COMMITTEE

CHART 5. PERCENTAGE CHANGE IN TOTAL AND RURAL POPULATIONS, 1940 TO 1950;
INDEX OF PER CAPITA INCOME, 1955 (IOWA STATE AVERAGE =100}
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change shown in Chart 5 is the increased productivity of

C, PER CAPITA INCOME,
AS PERCENT OF STATE AVERAGE, 1955

Rural and Urban Population of Iowa

the agricultural labor force coupled with 8 much slower Rural Urban
rate of increase in the physical output of agricultural pro- (.000) Percent (,000) Percent
ducts. 1920 ... 1,528 63.6 876 38.4
The Shift from Rural to Urban Areas. Another aspect igzg i 233 §gg 13;2 ggg
of populatior change within lowa is reflected in move- - 0. s .
ment of population from rural areas to urban areas. This 1950 (old definition) ..1392  53.3 1229 487
shift has taken the form of population movements out of , " o
predominantly rural counties to counties with larger ur- 1950 (new definition)....1,370 52.3 1,251 477
ban areas. It has also taken the form of movements Farm .. R 20.9
from the rural areas to the urban areas within individual Nontarm 587 29.4

counties. These tendencies may be observed in Chart 5.
For example, in many counties with one or more urban
areas, as defined in the Census of Population, it is not
uncommon to find an increase in total population with a
decrease in rural population.

Taking the State as a whole, the absolute numbers and
the percent of total population living in rural areas has
declined steadily over the past several decades. The pop-
ulation of the State is shown below, classified on the
basis of location in rural or urban areas, for the decades
1920 to 1950.

At the beginning of this period, approximately 64 per-
cent of the population of lowa resided in rural areas.
Using the same defimtion of rural and urban areas, rural
population had declined to about 53 percent by 1950, With
a newer definition of ““urban,” which includes as urban
population individuals living in fringe areas around large
cities, whether such areas are incorporated or not, the
urban population of lowa now comprises almost 48 per-
cent of all residents of the State. Employing the new
definition of rural areas, in 1950 about 30 percent of the
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lowa population was on farms, 22 percent was nonfarm
population residing in rural areas, and almost 48 percent
was urban population. If the trends of the past few dec-
ades continue, it may be safely assumed that sometime
before 1960 there will be more lowans living in urban
areas than residing in rural areas.

Shifts in the Occupational Pattern. The shifts in rural
urban population and the geographic shifts shown in
Chart 3 have been accompanied by significant shifts in
tI.he occupational pattern of the employed labor force in
awa

The percent of the total employed workers in each of
several major industrial categories is shown below, for
1940 and 1950,

Percent of Emoploved Workers
in Towa, by Major Industry

1940

Agriculture ... ... .. 360
Manufacturing ]
Trade and services .

Professional and related services .

Public administration .

Al Other ... e,

Towa population: Age composition. The age composi-
tion of the population affects both the demands for gov-
ernmental services and the economic potential of a state.
The percentages of total population in three age brack-
ets is shown in Table 14 for 11 Northcentral States, as
of 1950,

It will be observed from this table that 26.9 percent of
Iowa’s population was under 15 years of age in 1950. This
is equal to the national average, but somewhat above the
average for the eleven-state area as a whole, Within the
Northcentral area, lowa occupies a median position in
terms of the percentage of the population under 15 years
of age.

In terms of the population over 65 vears of age, lowa
ranks first among the eleven states with 10.4 percent of
its population over €5, as compared with an average for
the eleven states of 3.9 percent, and an average for the
nation as a whole of 8.1 percent. In general, the popula-
tion under 15 years of age, and over 65 years of age, is
likely to require more public expenditures than individu-
als in other age brackets. In fact, public school costs
are almost directly retated to the population under 13
years.

‘The productive age bracket is generally taken to be
from 15 to 64 years. It will be noted in Table 14 that
Iowa has 62.6 percent of its population in this age brack-
et as compared with a national average of 65.0 percent,
and an average for the eleven-state area of 64.9 percent.
Within the eleven-state area, eight of the states have a
higher percentage of the population in the productive age
bracket of 15 to 64 than does Towa. Only in North Da-
kota and South Dakota is the percentage of the popula-
tion in the 15 to 64 age bracket smaller than it is in
Iowa. Although these diffiercnces are relatively small,
they do reflect importantly in the income potential of the
various states and therefore in the ability of the states
to support the functions of govermment. In general,
states which lose a larger percentage of their natural
increase through migration tend to have a smaller frac-
tion of their total population in the *“productive” age
brackets than is the case in states, such as Michigan
and Illinois, having a net inflow of populat:on from other
states.

Table 14. Percentage of Total Population in Selected Age
Brackets, Eleven Northcentral States, 1950
Under 15 to 64 Over
15 years Years 83 Years
North Dakota .30 81.2
South Dakota .. 1 R 62.4
Nebraska ... ....26. 63.8

Kansas ... - .26, 63.6
Minnesota ..........comeereeenn 270 83.4

IOWA e 26 62.6

Missouri ... . 64.8
Wigeonsin .. 27, 64.0

. 87.3
Michigan . ‘ 65.4
Indiana . 64.0

Total 11 States ... . . 64.9
Total U. S, ... — .26, 65.0

Sourcc: U.S. Burmn of th: Census
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Of course not all of the population between the ages of
15 and 64 is in the labor force, while some individuals
65 and over are in the labor force. Therefore a some-
what more precise measure of the relationship of the
productive population to the total population is given by
the tabulation below:

Percent of Total Population in the
Labor Force, 1950
37.8% Missouri
.6 Wisconsin
INinois

North Dakota
South Dakota
Nebraska ...
Kansas . Michigan
Minnesota ... oo Indiana .

IOWA . SRR . .- A 1 L
Average 11 sr.ates
Average, United States ...

From the tabulation presented above, it will be noted
that only 3 of the eleven states have a smaller percent-
age of their total population in the labor force than does
lowa. Iowa with 39 percent of the population in the labor
force in 1950 was below the average for the eleven states
and also below the average for the United States as a
whole.

In general. the per capita income in the various states
tends to be higher in those states in which a larger per-
centage of the population is in the labor force. Converse-
ly, many of the costs of government such as old age
assistance programs and public school costs tend to be
higher in theose states in which a larger percentage of
the population is in the very young and the very old
age brackets.

The significance of the population shifts described
above for the costs of government in Iowa may be sum-
marized as follows:

1. In entire counties, and in the rural parts of other counties,
a declining population—not accompanied by proportionate
raductions in governmental sevvicas—huas resulted in “excess
capacity in government.”

. In rapidly growing urban arcas, large capital outlays for
schools, streets and other municipal facilities have become
necessary.

2. PERSONAL INCOME OF RESIDENTS OF IOWA.

There is no single measure of the economic capacity
of a state or region which is uniformly satisfactory for
all purposes. However, the most commonly used meas-
ure of state and regiongl economic activity is the Per-
sonal Income series compiled by the Office of Business
Economics of the United States Department of Com.-
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merce. The analysis of the economic status of the State
of Jowa contained in the following paragraphs is based
upon this Personal Income series.

The major categories of Personal Income are wages
and salaries, supplemental earnings of labor, the net
earnings of proprietors of unincorporated businesses in-
cluding farm proprietors, net rental income, including an
imputed net rental mcome from owner-cccupied dwell-
ings, dividends, interest, and governmental transfer pay-
ments. Transfer payvments are disbursements to individ-
uals for which no services are rendered in the current
period, such as unemployment compensation, and gener-
al public assistance. In the nation as a whole, about 85
percent of Personal Income is in the form of cash re-
ceipts, the remainder is income in kind, and imputed
income.

A detailed description of the composition of Personal
Income is contained in the Survey of Current Business.
September. 1955. From the description given above, it is
apparent that Personal Income covers the entire scope
of receipts available to individuals. It is particularly
notable for Jowa that the estimates of Personal Income
include the proprietary earnings from agriculture, in-
cluding cash receipts, government pavments, the value
of food and fuel produced and consumed on farms, the
rental value of farm dwellings less farm opcrating ex-
penses, adjusted for the value of changes in farm inven-
tories of crops and livestocks, Thus, the net farm income
included in the Personal Income series is a measure
which reflects income from current production rather
than income realized. That is, in years in which farm
inventories are being reduced, income realized will be
larger than income from current production. The oppo-
site will be the case in years in which farm inventories
are being increased.

By virtue of the fact that estimates of Personal In-
come include the value of food produced and consumed
on farms, the estimates are rendered more nearly com-
parable as between agricultural and non-agricultural
states. However, the value of such food is determined at
the prices which would have been received had the pro-
ducts been sold from the farm rather than at the prices
which farm families would have paid had the produce
been purchased in retail stores. Because of this valua-
tion procedure, there is some understatement of farm in-
come relative to income in urban areas in terms of real
income.

Income trends, 1929-1955. Changes in Personal Income
in Iowa, ten other Northcentral states, and the United
States as a whole are presented in Table 15. It will be
noted that this table is divided into 6 different periods
corresponding to distinct phases in the nation’s recent
economic history. During the period of economic decline
from 1929 to 1933, the eleven states in the Northcentral
area suffered a sharper reduction in Personal Income
than was typical for the country as a whole. In fact,
only Missouri suffered a smaller-than-national average
rate of decline from 1928 to 1933. In Yowa, Personal In-
come declined 54.5 percent from 1929 to 1933, as com-
pared with & national average decline of 45 percent and
an average rate of decline for the Northcentral area of
51.2 percent. Three of the eleven states had a sharper
decline than was registered in lowa: North Dakota,
South Dakota, and Michigan.

From 1933 to 1940, the period of economic recovery,
the rate of increase in Personal Income in the eleven-
state area was substantially higher than in the nation as
a whole. For the area as a whole, the rate of increase
from 1933 to 1940 was 81.2 percent, ag compared with the
national rate of increase of 66.6 percent. Iowa, with an
increase of 100.9 percent, enjoyed the fourth most rapid
rate of increase in income during the recovery period
from 1933 to 1940. Three states, South Dakota, North Da-
kota, and Michigan, had a higher rate of increase in Per-
sonal Income from 1933 to 1940. It will be observed that
these were the same three states in which the rate of
decline from 1929 to 1932 was also sharper than in Iowa.
Thus the experience from 1928 to 1940 was essentially
cne of sharp decline and equally sharp increases in Per-
sonal Income for most of the states in the Northcentral
area. As a generalization, it may be noted that the rate
of decline as well as the rate of increase tended to be
larger in the predominantly agricultural states such as
North Dakota, South Dakota, Towa, with Michigan being
a notable exception. In Michigan, the cyclically unstable
nature of the demand for automobiles was largely re-
sponsible for the large downward and upward changes
noted in Table 15.

During the war period from 1940 to 1945 the several
states also experienced significantly different rates of
change in Personal Income. For the Northcentral area
as a whole the rate of increase, 102.6 percent, was some-
what below the increage in the nation as a whole, 109.6
percent. Kansas, South Dakota, North Dakota, and Ne-

Table 15. Percentage Changes in Personal Income Eleven Northcentral States, and
. United States, Selected Periods, 1929-1955. ‘
1929 to 1933 to 1940 to 1945 to 1943: 194810 1929 to Rank
. 1933: 1940: 1945: Immediate 1955 1954-55 Av. Col. 6
State Depression Recovery War Post-War Post-War Long-run
(1 (2) (3) 4 (5 (6)
Indiana ... - -50.2 + 93.3 +125.0 +30.7 +46.9 +300.9 1
Michigan ......... ~56,1 +116.4 + 99.9 +32.8 +63.2 +291.8 2
Minnesota . ... .- -45.9 + 76.3 + 90.0 +44.5 +33.9 +243.2 3
KENSAS oo e eaeae s arneeee -52.9 + 61.8 +161.4 +21.8 +40.4 +240.5 4
North Dakota ... ... .., -61.3 +128.8 +145.1 +46.1 +10.0 +224.5 5
Missouri -43.9 + 55.3 +101.0 +33.6 +42.1 +221.5 6
Wisconsin -48.9 + 70.3 +101.8 +32.4 +41.4 +218.4 7
TOWA e -55.4 +100.9 + 94.0 +59.4 + 7.1 +205.2 8
South Dakota .o e oo -69.1 +158.4 +160.9 +48.0 - 43 +204.2 9
Illinois .......... -52.8 + 737 + 87.6 +38.3 +35.6 +180.1 10
Nebrask ... -52.9 + 51.3 +143.4 +31.6 +16.0 +170.3 11
Total, 11 states _..............ociicriiann -51.9 + 81.2 +102.6 +36.4 +38.1 +228.0 —
Total, United States ........cooooiivvireevme s -45.0 + 66.6 -+109.6 +25.9 +46.5 +243.3 —

Source: Computed from data publithed by U.S. Depantment of Commerce, Surony of Current Business, Septomber, 1955, and August, 1956
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CHART 6. PERSONAL INCOME, UNITED STATES, ELEVEN NORTHCENTRAL STATES
AND IOWA, 19291955 '
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braska led the rate of increase in the eleven.state area,
In Yowa, Personal Income during the war years did not
rise as rapidly as in most other states in the area, or
as rapidly as in the Unjted States as a whole. In fact,
Towa, with a rate of increase of 94 percent from 13940 to
1945, ranked third from the bottom in the Northcentral
states.

The differential rates of growth in income in the eleven
states during the war period reflect differences in the
structure of the economies of the several states, as well
as more or less chance events which are difficult to re-
duce to generalizations. In the case of Kansas, the high
rate of increase was attributable largely to the develop-
ment of important components of the aircraft industry in
that state. Also, some of the states had reached more
nearly a level of full employment by 1940 than was the
case in other states. Hence, the rate of increase during
the war period was limited in those states which had
reached substantially full employment levels by 1940. The
variable effectiveness of price controls and wage con-
trols in the different types of economic activity repre-
sented in the several stales was also a factor to be con-
sidered in an explanation of the variable rates of growth
during the war period.

At the end of the war most of the rather rigid econom-
ic controls which had suppressed inflation during the war
years were relaxed with the result that prices moved

sharply upward. As might have been expected, some
states enjoyed a mwuch higher rate of increase in Person-
al Income during the immediate postwar period, 1945-
1948, than did other states. In this period, Iowa had the
highest rate of increase in Personal Income of any state
in the Northcentral area, 59.4 percent, as compared with
an average for the eleven states of 36.4 percent, and an
average for the nation as a whole of 25.9 percent. As has
been noted earlier, this was the pericd in which Iowa's
tax yields, particularly at the State level of government,
increased most rapidly.

Although inflation did not come to an end in 1948, the
rate of price increage has been substantially less during
most of the period since 1948 than it was in the immedi-
ate post-war period. In fact, during most of the period
since 1948, the general trend of agricultural prices has
been downward.

The results of the slowing down of the infiationary
spiral and the divergent price movements for sgricultur-
al products and other types of commodities are quite
clearly reflected in the data showing the rates of change
in Personal Income jn the several states from 1048 to
1955. In this period, those states with predominantly ag-
ricultural economies have had a much lower-than-nation-
al average rate of increase in Personal Income. Michi-
gan, on the other hand, has enjoyed a very high rate of
increase in Personal Income during the period from 1943
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to 1955, reflecting chiefly the booming post-war demand
for automobiles. The rate has heen substantially below
the national average in Minnesota, North Dakota, South
Dakota., Nebraska. and Iowa. Missouri and Illinois, with
more diversified economic structures, have maintained
rates of increase in Personal Income roughly similar
to the national average rate over the period from 1948
to 1953, The sormewhat higher than average rate of in-
crease in Personal Income in XKansas again reflects the
continued importance of the aircraft industry in the
economy of that state.

During the period {rom 1948 to 1855, Personal Income
received by residents of Iowa increased by only 7.1 per-
cent, as compared with an increase of 39.1 percent in
the area as a whole, and an increase of 46.5 percent in
the nation as a whole. As has alrcady been suggested,
and as will be demonstrated more fully in the following
chapter, it is primarily during the period from 1948 to
1955 that the Iowa tax burden as a percentage of Iowans'
income has risen to levels which have become a matter
of widespread concern. A significant part of the explan-
ation for the msing ratio of State and local taxes to the
1ax-paying capacity of residents of Iowa is attrihutable
to the low rate of increase in income in the period since
1943. Other states in which the rate of increase has been
low have also experienced a rapid increase in the ratio
of state and local taxes to Personal Income.

Over the longer period from 1929 to an average for
the years 1954 and 19539, the rate of increase in Personal
Income received by the residents of Iowa has been sub-
stantially below the regional and the natignal average
rates of increase. Within the eleven-state area Iowa
ranks eighth from the top in terms of the rate of increase
in income over this longer periocd.

Towa's relative “loss” in terms of the general growth
in income in the United States has been concentrated
largely in the period since 1943. The period in which
Iowa fell behind the national rate of growth in income
is indicated by a brie! comparison of the percent of total
Personal Income in the nation received by residents of
Towa in sclected years. In 1929 residents of Iowa received
1.66 percent of the nation’s Personal Income. This per-
centage declined sharply during the early 1930's, and
rose at an equally sharp rate during recovery. By 1940,
Iowans were receiving 1.62 percent of the nation's in-
come, about the same fraction as in 1929. During the
war years the share dropped to 1.50 percent in 1545, but
increased very rapidly in the immediate postwar years.
In 1943 Iowans received 1.90 percent of all of the Per-
sonal Income received in the nation. In 1855, Jowans re-
ceived only 1.39 percent of the nation's Personal Income.
Thus, over the longer period from 1929 to 1955, the share
of the nation’s income received by the residents of Iowa
has declined from 1.66 percent, to 1.39 percent of the
total.

From 1948 to 195% the various sources of income of
residents of lowa have changed at significantly different
rates. The dollar amounts o¢f income from agricultural
and nonagricultural sources, and the percentage changes
from 1948 to 19535 are shown in Table 16. Total farm in-
come shown in Column 1 of Table 16 declined from $1,529
million in 1948 to $692 million in 1955. This represents s
decline of 54.7 percent over the period as a whole. It
should be explained, however, that farm income fluctu-
ates from year to year partly because of changes in
farm inventories. Thus, for most year-to-year compari-
sons, the changes in farm income from current produc-
tion, as shown in the first column of Table 1§, ave greater
than the changes in realized income of farmers. But
even with this qualification, the reduction in farm income
has been very substantial since the post-war peak year
of 1948,

Income from private nonfarm sources inc¢luding manu-
facturing, trade, property income, and other sources in-
creased by almost 40 percent from 1948 to 1955, Govern-
ment income dishursements, which include not only
wages and salaries of persons employed by Federal,
State and local governments but also transfer payments
frorn governmeonts to individuals. increased by over 85
percent from 1948 to 1953. Total Personal Income, the
sum of the three components shown in Table 16, in-
creased from $3.934 million in 1948 to $4.213 million in
19553, an increase of 7.1 percent.

Table 16. Personal Income of Hesidents of lowa,
1648-1955
{In millions, except per capita)
Government
Total Private Income Total Per Capita
Farm Nonfarm Disburse- Personal Personal
Income Incomne  ments Inéome  Income

1948 ... $1,529 $2,058 3347 $3,934 £1,547

49 ... 862 2,122 419 3.403 1,320
50 . . 1,083 2,277 429 3,799 1.447
51 .. 1,005 2,546 431 4,072 1,551
51 ... 1,126 2,673 473 4,272 1,617
3 ... 802 2,696 512 4119 1,546
54 ... 1,133 2,701 615 4,449 1,669
55 ... 692 2,878 843 4,213 1,577
Percentage
change,
1948 to
1955: ... -54.7% +39.8% +185.3% +7.1% +1.9%

Saurce: U.S, Department of Commerce.

As the population of Iowa also increased from 1348 to
1955, this modest increase in total Personal Income had
to be shared by a larger number of individuals. Conse-
quently, the increase in per ¢apita Personal Income was
only 1.9 percent from 1942 to 1955. Per capita Personal
Income for the United States and for Jowa is shown in
Chart 7, by vears, from 1929 through 1955. In all but one
vear of the period covered in thigz chart, 1948, per capita
income in the United States has been higher than in
Iowa. During the vears of the depression, per capita in-
come fell farther in Iowa than in the United States, but
made a somewhat more rapid recovery in the years
prior to World War II. During the war years increases in
per capita income m lowa again lagged behind the rate
of increase in per capita incorne in the nation as a whole.
But in the immaediate post-war years per capita income
in lowa rose more rapidly than in the nation as a whole.
During most of the period since 1948, per capita income
in lowa has constituted a decreasing percentage of aver-
age per capita income in the nation as a whale.

Although changes in the State-wide average per capita
income provide a general measure of fluctuations in the
State’s economy, the average is by no means typical of
all areas within the State of Iowa. Average per capita
Personal Income in each of the State’s 99 counties is
shown in Chart §, as a percentage of the State Average
for 1955.*

County average per capita income varies trom 68, to
122 percent of the State average. In general the "“low peér
capita'’ counties are found in the southcentral and north-
eastern parts of the State. Counties containing the larger,
more heavily industrialized urban centers tend to have
per capita averages above the State-wide average. But
some of the predominantly agricultural counties of the
State—particularly in the northwestern part of the State

a *The ulodtyb T gmgmgf indues have been compmgd 1%?:;
ata comp ¥ c pu ery W Capyright
Sa!r;;d Maragement Sarvey of Buying Powcr § roduction not i
cunned.
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CHART 7. PER CAPITA INCOME, UNITED STATES AND tOWA, 19291955
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—also have higher-than-State average per capita in-
comes.

In general, the rate ¢f increase in total Personal In-
come rveceived by residents of lowa has lagged behind
the rate of increase in Personal Income in the nation
as a whole primarily because of declining income from
agriculture, together with the higher-than-national aver-
age importance of agriculture in the [owa economy. But
even in terms of Personal Income from sources other
than agriculture, the rate of increase in Iowa has been
significantly below the Northcentral average as well as
below the rate of increasc in the nation as a whole.

Nonfarm Personal Income is shown in Table 17 for 11
Worthcentral states and the United States for the years
1950, 1953, and 1955. From 1950 to 1855 the average rate
of inerease in nonfarm Personal Income in the United
States was 44.2 percent; in the eleven-state area the rate
of mcrease was 37.8 percent. But in Iowa the rate of in-
crease, while substantially above the rate of increase in
total Personal Income in the State, was stil below the
regional and the nstional average rates of increase. In
fact, Towa ranked 10th in the eleven-state area in terms
of the rate of increase in nonfarm Personal Income from
1950 to 1955.

i 4 4t 1 ¢ 3 1 L 3 1 1 1 %\ ¥ 1 1
45

32 33 34 35 36 3I? 38 39 40 Al

42 43 44 50 51 52 53 54 55

Table 17. Nonfarm Personal Income, Eleven Northeentral
States, and the United States: 1950, 1953, and 1955
{(Dollar amounts in millions)

Percentage change

State 1950 1953 1855 1850 to 1853 to
1955 1935

Kansas ...$§ 2114 $ 2542 § 3,131 +43.1% 4 64%
Michigan ... 10,471 14,126 15,332 +464 4 85
Indiana ... 5,532 7.461 7,764 +403 4 4.1
Migsouri . 5,089 6,51C 7,016 +379 4+ 18
Nebraska .. 1,390 1,891 1,883 +355 +$114
Wisconsin .. 4,549 5,891 6,124 +346 4+ "8
Ilinois ... 15,185 18,865 20,283 +336 + 15
Minnesota .. 3,813 4,436 4,845 +34.1 + 82
So. Dakota 521 811 679 +303 4112
IowWa .. 2,708 3,208 3,521 +301 4 98
Na. Dakota 436 560 809 +253 4 8.7
Total,
11 States...... 51.856 66,101 71,187 +378 + 77
Total, U.S... 200,453 267,100 289,017 +442 4 82

?ou:rsce'. U.5. Departunent of Commerce, Survey of Crrrent Busingss. August,
¥36.



CHART 8. COMPOSITION OF PERSONAL INCOME IN IOWA,
SELECTED YEARS, 1929-195%
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The rates of increase in nonfarm Personal Income
from 1953 to 1955 are also shown in Table 17. In the com-
parison from 1853 to 1955, Iowa ranks third ameong the
eleven states in terms of the rate of increase in non-
farm Personal Income. In lowa nonagricultural income
increased by 9.8 percent, as compared with a regional
average rate of increase of 7.7 percent and a national
average rate of increase of 8.2 percent over the period
from 1953 to 1955. Thus, while Iowa has lagged behind
the region and the nation in terms of nonfarm Personal
Income growth over the entire post-war period, the Jowa
rate of increase exceeded the area and national averages
from 1953 to 1§55.

The Changing Compesition of Income in Iowa. The
composition of Personal Income received by residents of
Iowa, by major source of income, is shown graphically
in Chart 38 for selected years from 1929 to 1950, and an-
nually from 1950 through 1955. The more significant de-
velopments evidenced in Chart 8 may be summarized
as follows:

1. The percent of income devived from egriculture dropped
precipitously during the 1930°s but, by 1940, had risen to
its pre-depression level of importance. In the postwar per-
iod agriculture provided a much larger percentage of the
total income received by the residents of the State than
during the 1930°s but, since 1950, agriculture has sup-
plied o diminishing percentage of the State’s Personal In-
come. In 1955 agriculture supplied only 16.4 percent of
total Personal Income—the smallest percentage since the
Mid-Nincteen thirtics.

2, Wages and solaries paid by manufacturing establishments
supplied only 9.2 percent of the income of lowans in
1929, This percentage increased slightly during the de-
pression, but fell in the immediate post-war period. Since
1950 manufacturing payrolls hace supplied a generally
rising percentage of the income of the restdents of the
State, reaching an all-time high percentage in 1955 when
such paymenty provided lowans with 18.8 percent of their
total Personal Income. It may be noted that in 1955 pay-
rolls of manufacturing establishments contributed a larger
amount to the Personal Income of the residents of Iows
than total income from agriculiure,

3. Payrolls of retail and wholesale trade and business and per-
sonal service establishments have also increased in rela-
tive importance since 1950. In 1955 this source of income
provided 16.5 percent of total Personal Income in lowa.

4. Proprietary fncome of professional workers and the own-
ers of unincorporated nonfarm businesses and propety in-
come {dividends, interests, rents and royalties) have pro-

vided a relatively stuble percentoge of the total income in
lowe since the end of World War Il. The amount shown
for this component of income for 1955 is partially asti-
mated.

5. The share of income provided by government disburse-
ments in the form of wages and solaries, transfer payments
and interest on government securities has provided a sub-
stangially larger share of income of residents of the State
since the 1930°s than was true in 1929, Fundamentally, the
increased rolative importance of government disbursements
reflects the expanded activities of Federal, State and local
government as well as the enlarged welfare programs—
Fedgral and State.

The relative importance of the wvarious sources of in-
come in total Personal Income received by the residents
of the Northcentral states is shownm in Table 18, for the
yvear 1954. North Dakota, South Dakota, Nebraska, and
lowa are more dependent upon agricultural income than
the other states in the Northcentral area. On the other
hand. these same states derive a smaller fraction of their
income from manufacturing and miscellan<¢ous sources
than is the case in the nation as a whole.

Summary: Personal Income Trends. The major char-
acteristics of Iowa's Personal Income as they relate to
the State's tax problems may be summarized as follows:

1. Income payments received by the residents of lowa are
subjact to greater fluctuetions in the business cycle than is
truc for income recetved by residents of the nation as a
whole. This observation has important implicetions for the
design of the State’s tux system. It means, for example,
that extreme relionce on income and sales taxation will
render tax receipts unstable in periods of general economic
fluctuation,

2. Although changes in total und per capits income in Iowe
have generally parallided those in the nation as a wholg, it
is significant that per capita income in Iowa has consistently
boen lower than the average for the nation as a whole,
Since 1948 Iowans have reccived a diminishing share of
the nation’s total Personal Income. The slower rate of
growth in lowa's Personal Income since 1948 has con-
tributed significantly to the growing ratio of taxation to the
economic capacity of the residents of the state.

3. Declining income from agriculture has been a major factor
in Iowd's lagging income since 1948 but from 1950 to
1955 Iowa dlso had a lower-than-national average rate of
increase in nonagricultural sources of income,

4. Since 1953, nonagriculturel sources of income in lows have
risen at a ratc higher than the regional and the national
average rates.

Table 18. Composition of Personal Income, Eleven Northcentral States, and
: United States, 1954 .
(Percent of total from each source)

Trans. Com. Nonfarm Gov't,

Farm Mfg. Trade & & Pub, Util Proprietors’ Property Income  All other

Income Payrolls Serv.P-R Pavrolls Income TIncome Payments Income
North Dakota oo 212 28 20.2 7.8 114 11.0 212 44
South Dakota 28.6 © 49 16.8 4.1 10.8 104 1.8 4.8
Nebraska .............. [P 0 X 9.8 17.4 7.5 10.5 12.0 16.3 5.9
KaNSaS oo seearssarsaeneeeeeen 11.9 166 15.0 79 11.2 1.8 17.7 79
Minnesota et 114 17.0 19.1 7.3 10.0 I Wi 14.7 8.8
IOWA e e, 22,3 14.3 15.2 3.2 10.0 11.5 13.8 4.5
MESSOUTT oo 7.4 21.0 19.8 7.6 9.7 12.1 14.6 7.8
Wisconsin 7.2 30.0 16.3 5.0 9.3 12.1 13.2 6.9
TIUNOIS .ol 4.5 275 19.6 6.8 8.4 11.¢ 12.6 8.7
Michigan ... - | 383 16.4 45 -+ 81 102 12.6 7.8
b€ o U 173 o1 YUYV 5. 327 15.8 5.8 8.0 10.2 128 72
United States _......ecrmmmrcineneee. 9.3 23.1 18.4 8.2 9.1 12.4 169 86
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TABLE 19,

North Dakota
South Dakots
Nebraska
Kansas
Minnesota

IOWA
Missouri
Wisconsin
Ilinois
Michigan
Indiana
11 States

U, s, Total

EMPLOYMENT,

PAYROLLS,

Manufacturing Employment:

Number,
1954
{,000)
5.8
11,6
56.9
126,90
204, 0

161,17
370, 4
423, 0
1,183. 4

- 1,009, 0
582, 9
3,908, 0

16,135.0

Change,
1947 to 1954
{Percent)

7.8
12,7
21,0
69,6
13,3

VALUE ADDED,

Manufacturing Payrolls:

Amount,
1954

{000, 000)
$ 19.3
41,2
213.1
530, 4
839.0

12,9 66,011, 0

Bureau of the Census, Census of Manufaciures: 1954,

Value Added:

Change Amount,
1947 to 1954 1954
(Percent) (000, 000)

56,1 $ 36,9

59.9 78,2

18,2 400, 3

159.0 1,001,8

61.3 1,604,7

92,2 1,219,1

72,1 2,726, 8

52.5 3,314.1

43,8 9,641, 6

59.3 8,733,6

57.8 4,814, 6

57,2 33,371.9

66.3 116,001.0

Preliminary State Reports,

Change
1947 w 1854
{Percent)
25,3
52.2
53.6
117, 2
56,9

AND CAPITAL OUTLAYS IN MANUFACTURING,
Eleven Northcentral States, 1954, with Rates of Change from 1947 to 1954

Capital Outlay, New
Plant and Equipment

Amount,
1954

(000, 000)
$16,2
3.5
36.1
52,9
82.5

73,5
123,17
161. 1
556.0
814, 1
301, 5

2,921,0

7,757.0

Change
1947 o 1954
{Percent)

8e
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5. Although Iowaens have been deriving an increasing per-
centage of their total income from nonagricultural sources
since 1948, agriculture still supplies the largest component
of Personal Income recelced hy residents of the State in
maost years. From 1950 through 1954 farm income supplied
between 28 and 3§ percent of the State's total Personal In-
come ap compared with only 16.4 percant in 1955.

3. MANUFACTURING TRENDS IN IOWA.

Changes in the relative importance of manufacturing
payrolls as a source of Personal Income of the residents
of Jowa are shown in Chart 8 Manufacturing payrolls
have increased in relative importance from 9.2 percent
of Personal Income in 1928, to 16.6 percent of Personal
Income in 1955. In the latter year manufacturing pay-
rolls surpassed total income from agriculture in import-
ance as a source of Jowa income. However, the full sig-
nificance of manufacturing growth in lowa is not readily
apparent from Chart 8. For example, the increase in the
relative importance of manufacturing payrolls as 2
source of mmcome in Iowa might simply reflect declining
income from other sources. Thus. in order to evaluate
the growth of manufacturing in Iowa relative to manu-
facturing growth in surrounding states and the nation
as a whole, additional data are required.

Growth of manufacturing in Iowa, the Northcentral
area and the United States Compared. Comparative sta-
tistics showing employment, payrolls, value added, and
capital outlays in manufacturing establishments for
Iowa, the Northcentral states, and the United States are
presented in Table 19. Alternate columns in Table 19
show the percentage rates of change for each of the vari-
ous indexes, or measures, of manufacturing activity
from 1947 to 1954,

Total manufacturing employment is shown in Column
1 of Table 19 for eleven Northcentral states and for the
TUnited States, in thousands of employees. The rate of
change in total employment from 1847 to 1954 is shown
in the second column. Kansas and Nevraska led the elev-
en-state area in the rate of increase in manufacturing
employment over this period, with ITowa ranking third.
The rate of increase in employment in Iowa, 15.2 per-
cent, was two and one-half times the rate of increase
in the Northeentral area as a whole, and substantially
above the rate of increase in the United States as a
whole.

Manufacturing payrolls for the vear 1954 and the rate
of increase in payrolls from 1947 to 1954 are shown in
Columns 3 and 4, respectively, In this measure, as in
terms of the rate of growth in employment, Jowa ranked
third from the top in the eleven-state area, with an in-
crease in payrolls of 72.2 percent, as compared with an
average rate of increase for the eleven states as a whole
of 57.2 percent, and an incrcase of 66.3 percent in the
nation as a whole.

“Value-added by manufacture’” is a more comprehen-
sive measure of the economic significance of manufac-
turing activity than either employment or payrolls. As
used in Table 19, the value added concept measures the
increase in the value of raw materials supplies, parts,
and purchased products tuking place within each state's
manufacturing establishments. It is computed by sub-
tracting from the value of shipments the value of pur
chases from suppliers and other business firms. Thus,
“value added by manufacture’ provides a measure of
the contribution of manufacturing to the ultimate market
value of goods and services and, at the same time, it
provides a measure of the flow of income to labor and
the owners of capital from manufacturing activities.

Value-added by manufacture in Towa in 1954 was $1,219
million. This represented an increase of almost 82 per-
cent over value added in 1947 in Towa. This rate of in-
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crease was the second highest—exceeded only in the
State of Kansas—in any of the eleven states for which
separate data are shown in Table 19. From 1947 to 1954,
the rate of increase in value added in Iowa was approx-
imately 50 percent higher than the rate of increase in the
nation as a whole,

A final measure of the rate of growth in manufactur-
ing activity is provided by outlays on new plant and
equipment. From 1347 to 1954 Iowa manufacturers in-
creased their expenditures for new plant and equipment
by 13.6 percent., This rate was less than half the rate
in the Northcentral area as a whole and in the nation
as a whole In terms of the rate of increase in new cap-
ital outlay from 1947 to 1954, Iowa ranked sixth among
the eleven states in the Northcentral area.

Manufacturers’ expenditures for new plant and equip-
ment show considerable variation from year to year.
Therefore, the fact that the increase in the rate of ex-
penditure from 1947 to 1934 was lower in Iowa than in
the nation, or the Northcentral area, does not necessarily
mean that the growth of manufacturing in Iowa is
lagging.

The figures for ‘‘capital cutlay on new plant and equip-
ment’’ jn¢clude only those outlays made by firms in oper-
ation in 1954, Thus, outlays by new firms, not yet in op-
eration, are excluded. For the yvears 1951 through 1954,
inclusive, manufacturers’ capital outlays for new plant
and equipment per emplovee in Iowa were 91 percent of
outlays per employee in the nation as a whole. In 1947
and 1951 capital outlays per emplovee in Iowa exceeded
the national average capital output per employee in the
same years.

Table 20. Manufacturing Employment, Payrolls Value
Added, and Expenditures tor New Plant and Equipment in
Iowa, as Percentages of United States Totals:

1939, 1947, and 1954

1939 1947 1954
Manufacturing

employment total ... ... . 92 98 1.60
Manufacturing payrolls ... .90 94 97
Value added by

manufacture ... 99 90 1.05
Capital outlay for new

plant and equipment ... .. 1.08 85

The relative rates of growth in employment, payrolls,
value-added. and new capital ocutlays for Jowa and the
United States are presented in a shghtly different form
in Table 20. In this table, each of the four measures of
manufacturing activity in Iowa is presented as a percent-
age of the comparable measure for the United States as
a whole. This brief tabular comparison indicates that
from 1939 to 1947 and again from 1947 to 1954 Iowa in-
creased its share of the national totals of manufacturing
employment and payrolls, From 1947 to 1934 Iowa regis-
tered a sharp increase in the share of value added by
manufacturing in the State. This table also indicates that
capital cutlays on new manufacturing plant and equip-
ment in lowa were a larger share of the national total
in 1947 than in 1954.

The rates of increase in employment, payvrolls, and
value added have been consistently higher in Yowa than
in the nation as a whole in the years since 1947, with the
exception of the period from 1952 to 1953, when the rate
of increase was higher in the nation than in Iowa.

The data presented in Tables 19 and 20 as well as the
trends portrayed in Chart § indicate two major conclu-
sions: First, manufacturing activity is increasing in im-
portance as a source of income of the residents of the
State of Iowa. Second, since 1947, Iowa has increased jts
share of the national totals of rmanufacturing employ-
ment, payrolls, and value added.
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Location of Manufacturing activity in Yowa. Manufac-
turing activity in Iowa is by no means uniformly dis-
persed over the State. As a matter of fact, in terms of
employment, manufacturing activity in Iowa is heavily
concentrated in a relatively small number of counties.
In 1953 approximately 42.5 percent of all manufacturing
employees were found in only four counties of the state:
Polk, Linn, Blackhawk, and Scott. Over 72 percent of all
manufacturing employvees were to be found in only ten
counties in lowa including, in addition to the four coun-
ties listed above, Dubuque, Des Moines, Woodbury, Wa-
pelto, Lee, and Juasper.

Comparative employment data for 1947 and 1954 are
shown in Table 21 for the seven leading manufacturing
counties in Jowa. In 1954 these counties accounted for
almost 60 percent of all manufacturing employment in
Towa, as compdred with 57.2 percent of manufacturing
emplo»ment in the same counties in 1947. The remain-
ing 92 counties of the State accounted for slightly more
than 40 percent of Jowa's manufacturing emplovment in
1954, as compared with almost 43 percent in 1947. Thus,
from 1947 to 1954, the seven most important manufactur-
Ing counties increased in importance, relative to the re-
mainder of the State as a whole. The higher rate of
growth in the counties which were already heavily in-
dustrialized in 1947 is evidenced in the last column of
Table 21 in which are shown the percentage changes
in manufacturmg employment from 1847 to 1954. The
highest rate of increase in the top seven counties was
registered by Des Moines County with an increase of
almost 88 percent from 1947 to 1954. Polk, Scott, and
Linn counties also registered rates of increase substan-
tially higher than the average for all counties.

The seven top counties as a whole registered an in-
creasge of slightly more than 20 percent in manufacturing
employment from 1947 to 1954, as compared with an in-
crease of only 8.6 percent in the remaining 92 counties
as a whole, and an increase of 15.2 percent in manufac-
turing employvment in the State as a whole. Thus, over
the period from 1847 to 1854, when total manufacturing
employment in the State of Iowa increased by 21,310,
the seven top counties accounted for almost 76 percent
of the total increase in manufacturing employment.

A comparison of the counties shown in Table 21 with
the rates of population change and indexes of average
county per c¢apita income shown in Chart 5 suggests
some of the major factors responsible for shifting popu-
lation and intrastate differences in per capita income.

Table 21. Manufacturing Employment in Leading Indus-

trial Counties in Jowa, 1847 and 1954
Employ- Employ- Percent
County ment Rank, ment Rank, Change
1954 1954 1947 1947 1947 to 1954

Polk ..o ..22,7T17 16,090
Linn 14,313
Blackhaswk R 17,859
Scott ... .12 9,272
Dubuque . ... 9,225
Woodbury ... . . 9,289
Des Moines ... 3,705
Total, seven

counties 80,353

Percent of State

Total . . 57.2
Total, all other

counties ....85,199 60,044

Percent of

State Total ... 40.3 42.8
Total,

all counties _...161,707 140,397 +15.2

Source. U.S. Bureau of the Comus, Cenrus of Manufaclures: 1051 Prelimine
ary Stare Report for Towa, Table 4.

4. AGRICULTURAL TRENDS

Trends in the agricultural component of the Towa econ-
omy reflect the operation of the same basic forces which
have modified the rele of agriculture in the national econ-
omy. Selected measures of agriculture’s share in the
national economy are presented in Table 22,

Table 22. Agriculture’s Share of National Income, Popu-
lation, Labor Force, and Productive Assets, The United
States, Selected Years, 1910—1955,

(Agriculture as percent of)
national totals)
Years National Labor  Productive
Income* Population* Force® Assets®
1910 1863 347 311 42.3
1920 2400 30.0 270 338
1930 ... 84 248 20.9 23.9

1932 Ll T 25.1
1940 . 23.1
1.7

16.5

15.7

15.5 .
14.2 10.3
13.5 10.1
134 10.1

Sourees: *). U8, Department of Agriculturs, The Farm Income Sfuation,
\‘o (159, July, 1956

John D. Blaci: Aqncultum in the Nation’s Economy,”
Lumomx, Revicw, March, 1958, p. 24.

Amegrican

The declining fraction of the national income origin-
ating in agricultural production, and the reduction in
farm population and the percentage of the nation's labor
force engaged primarily in agriculture have resulted
from the fact that output per man hour of farm labor
has increased much more rapidly than the total output
of the nation’s farms. Indexes of those two measures
are shown below:

Changes in Output per Man hour and Total Qutput of
Farms, United States, 1930-1954, (Index nurnbers,
1950 = 100)

Total output for
Qutput per marketing and
Year Man hour home consumption
1980 e 100 100
1 128 1991
138
138

144
151
151

. Deparunent of Agriculture, a¢ reported in Statistical Abstract of the
Undted States: 19588, Tables 502 and BO4 ypp. 658, 659.

Agriculture in the Northcentral Region. The number of
farms, value of farm land and buildings. and cash re-
ceipts from farm marketings are shown in Table 23 for
eleven Northcentral states and the United States, This
table also shows percentage changes in the various agri-
cultural statistics from the pre-war year 1940, to the
most recent year for which information is available.

Towa, with approximately 193,000 farms, accounted for
about three and one-half percent of the total number of
farms in the nation in 1954, In the nation as a whole, as
well ag in the eleven-state zrea, the number of farms
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has been declining in recent years. From 1940 to 1950 the
total number of farms in the United States declined by
approximately 12 percent. From 1940 to 1954 the decline
in the Northcentral area was 18 percent. The number of
farms in Towa declined slightly less than 10 percent from
1840 to 1954, the lowest rate of decline of any of the
states in the Northcentral area.

The value of land and buildings of Iowa farms was
almost £7.0 billion in 1954. From 1940 to 1854, the total
value of land and buildings increased 158 percent in
Iowa, as compared with an increase of 170 percent in
the Northcentral area. In terms of the value of land and
buildings, lowa ranks second among the eleven states in
the Northcentral region. Iowa accounts for seven percent
of the nation's total value of land and buildings, as
compared with only three and one-half of the number of
farms in the nation. Thus, on the average, the value of
land and buildings per farm in lowa is approximately
twice that in the nation as a whole.

In 1855 Iowa farmers received $2,071 million from the
sale of livestock and livestock products and crops. Cash

receipts in Iowa accounted for approximately seven per-
cent of total receipts from cash marketings in the nation
as a whole. From 1940 to 1955 cash receipts from farm
marketings increased by approximately 210 percent in
Iowa, as compared with an increase of 237 percent in
the Northcentral area and almost 251 percent in the na-
tion as a whole. The rate of mncrease was substantially
higher in North and South Dakota, Nebraska, Indiana,
and Missouri than in Iowa, or the nation. Minnesota,
Wisconsin, and Illinois registered about the same, or
slightly higher, rates of increase in cash receipts than
was registered in Iowa. In the eleven-state area only
Michigan registered a smaller percentage increase in
cash rceipts from farm marketing from 1940 to 1955
than that registered in Iowa. However, from 1940 to 1953
and from 1940 to 1954 the rate of increase in cash re-
ceipts from farm marketings in lowa was more nearly
equal to that in the United States as a whole. Thus, the
lower rate of increase over the longer period from 1940
to 1955 reflects the sharp decline in cash receipts in Iowa
from 1954 to 195§, rather then a peraistent tendency for

Table 23. Number of Farms, Value of Farm Land and Buildings, 1854, Cash Receipts
from Farm Marketings, 1955, and Rates of Change Since 1940, Eleven
Northeentral States,

Farms Value of Land & Buildings Cash Receipts

State Number, Percentchange 1954 Percent Change 1055 Percent Change

1954 1940 to 1954  (,000,000) 1940 to 1954 (,000,000) 1940 to 1955
North Dakota _ ... . e 61,943 -16.3 $ 1517 +209.6 $ 533 +319.7
South Dakota coore e 62,520 -13.7 1,793 +254.8 500 +316.7
Nebraska ............ .. 100,848 -16.7 3,469 +204.8 974 +-336.8
Kansas ... - 120,167 -28.1 4,171 +193.5 835 +240.8
Minnesota ... - 165,225 -16.3 3,478 4+141.0 1,208 +217.8
IOWA e s 192,933 - 98 6,863 +158.1 2,071 42095
Missouri ....._..._..._.... 201,614 -21.3 2,715 4145.2 986 +258.5
Wisconsin ... ... —.. 183,558 -17.8 2,276 <+ 91.5 975 +213.5
Tllinois . _ 175,543 -17.8 7,177 +182.9 1,713 +215.4
Michigan ... 138,022 -25.9 2,149 +1354 840 +173.5
Indiapa ... ... . — 153,598 -16.8 3,880 4-210.0 1,039 +275.0
Total, 11 states o o ..— 1,526,864 -18.1 89,581 +169.5 11,474 +237.0
Total, U.S. _... 5,382,162* -117° 75,260° 4123.7* 29,401 +~250.8

3 Data shown are for 1950; 1854 figurcs not available,
b Percentage change from 1940 to 1950,

Table 24. Total Net Income of Farm Operators From Farming, Eleven
Northcentral States, 1949-1954

(In Millions)

1949 1960 1951 1952 1953 1954
North Dakota ... . . $ 1750 $ 2652 $ 2494 $§ 1735 $ 1611 $ 1378
South Dakota 167.0 2484 343.1 184.4 219.9 . 21786
Nebraska ... - 269.1 531.7 454.9 500.1 3509 414.0
Kansas ... e — 396.9 501.3 . 416.4 546.8 268.4 341.4
Minnesota _.. . 504.2 515.% 659.1 574.0 513.6 538.2
IOWA .. 790.3 1,044.7 1,014.1 1,081.5 797.5 1,041.8
Missouri oo [ 498.0 569.1 585.2 4989 444.6 468.9
Wisconsin ... 4683.3 452.1 €15.3 574.3 454.2 429.5
NUNOeIS e e 648.3 780.9 893.3 815.9 700.0 799.2
Michigan ... - 3272 278.9 3735 3399 303.9 235.6
Indiana e e 4304 441.1 553.9 482.3 511.9 545.5
11-8tate s - ’4,778.7 5,579.2 6,158.2 5,771.5 4,728.0 5,169.5
L8 S 12,866. 13,716. 16,111 14,888 12,813 12,307

Source. U.5. Department of Agriculture, Farm Income Situation, Deccmber, 1955.
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the growth in cash receipts in lowa to lag the rate of
increase in cash receipts in the nation as a whole.

In summary, Iowa with about three and one-half per
cent of the nation’s farms has approximately seven per-
cent of the total value of farm land and buildings in the
nation, and in 1935, received about seven percent of the
nation’s cash receipts from farm marketings.

Net income of farm operators. Total net income of
farm operators derived from farming is shown in Table
24 for eleven Northcentral states for the vears from 1949
to 1954, inclusive.

The net income of farm operators is computed as fol-
lows. Cash receipts from farm marketings, government
payments, the value of home consumption and the esti-
mated rental value of farm dwellings are totaled to give
realized gross tarm income. From this total is subtracted
tarm production expenses leaving realized net farm in-
come. From this total is subtracted the market value of
any reduction in farm inventories during the year; any
inecreases in farm inventories are added to realized net
farm income. The resulting total is defined by the U. 8.
Department of Agriculture as the ‘‘total net income of
farm operators from farming.”

Iowa's share of total net income of farm operators
varied from 6.1 percent of the national total in 1949 to a
high of 8.5 percent in 1954 with the other vears falling
between these limits. In general, the net income of farm
operators in Iowa tends to vary with changes in the in-
come of farm operators in the nation as a whole.

Official figures on net income of farm operators for
1955 are not available but on the basis of preliminary
data 1t 15 estimmated that the net income of farm operat-
ors in Iowa will be approximately $610 million for 1955—
a decline of approximately 40 percent from the figures
shovmn in Table 24 for the year 1954, As already noted in
connection with the discussion of Table 23, the cash re-
ceipts of farm operators in Iows declined sharply from
1954 to 1955. Cash receipts together with farm operating
expenses are the major determinants of the net income
of farm operators. Farm production expenses as & per-
cent of realized gross farm income are shown below for
Iowa and the United States from 1949 to 1954. Two char-
acteristics of this table merit comment. First, it may be
noted that production expenses comprise a higher per-
centage of realized gross income in Iowa than in the na-
tion as a whole for four of the six years shown in the
tabulation above. Secondly, it may be noted that produc-
tion expenses as a percent of gross income have tended
to rise from 1949 t6 1954 in both Iowa and in the nation
as a whole. This tendency will undoubtedly be continued
in the data for 1955.

Farm Production Expenses, as Percent of Realized Gross
Farm Income, Iowa and the United States, 1949-1954

Year Towa United States

$6.7

60.0

80.0

62.0
62.0
65.2

U .S, Deperoment of Agnculture, Farm Income Struation, Decomber
1‘)55 lnb]c 10.

Indexes of the estimated value per acre of farm real
estate in the 11 Northcentral states are shown in Table
25 for selected years beginning with 1940. For each state,
the average value per acre of farm real estate is taken
as 100 for the period 1947-1949. Thus the index for each
state measures the change in value per acre as com-
pared with the base period of 1947-1949 It will be noted

from Table 25 that average value per acre of Iowa farm
real estate increased by 32 percent from 1947-1349 to
1935, about the same rate registered in most of the other
states in the Northeentral area, but slightly higher than
the rate of increase in the nation as a whole.

Table 25. Indexes of Estimated Value per Acre of Farm
Real Estate, Eleven Northcentral States, March 1 ,1940,
1945, 1850, and 1952-55.

(Index numbers, 1947-49 = 100)

1340 1945 1850 1852 1858 159564 1855

North Dakota ... 48 T1 107 133 136 134 132
South Dakota _......47 69 111 145 140 135 139
Nebraka _............47 68 104 1368 136 127 134
Kansas v 45 70 108 131 133 125 129
Minnesota ...........55 T4 103 137 134 127 135
wowa .-.50 73 108 132 128 124 i32
Migsouri -.—..oeoe.. S0 78 106 138 132 121 123
Wisconsin ...._..__... 58 76 101 119 119 113 111
Ilinois .........ceeeee 50 74 108 138 140 139 142
Michigan .. .....46 T3 100 123 126 128 133
Indiana .o 44 73 103 135 137 135 144
United States ... ..50 %5 102 128 127 122 125

Source: Statistical Abstracs of the United States: 1955, p. 632,

Family incomes in farm and urban categories. In the
census of Population for 1850 an effort was made to ob-
tain income data for the population. A summary of the
results for Iowa is presented in Table 26. Although the
statistical reliability and accuracy of these sample es-
timates obtained in the 1850 Census of Population leave
something to be desired, they are about the only data
available giving a reasonably satisfactory measure of the
difference in income between rural and urban residents.
‘When families and unrelated individuals are considered
together the median income in urban areas of lowa was
$2,784 per unit in urban areas as compared with $2,476
for farm families and unrelated individuals.* The urban
median income for the combined group was 16 percent
above the farm category. Both urban and farm residents
reported higher income per unit than families and un-
related individuals in rural non farm residences.

Table 28. Median Incomes of Rural and Urban Families
and Unrelated Individuals in Iowa, 1850

Urban Nonfarm Farm State
Families and

unrelated individuals ..$2,874 $2,208 $2,476 $2,612
Families ... 3,419 2,830 2,670 3,068
Unrelated individuals.. 973 737 972 901

Source: U.8. Bureau of the Census, Census of Population: 1950, Report
P.B 15, Table 32, we

When family units only are concidered the discrepancy
between urban and farm income levels is greater. The
median income of urban families as reported in the Cen-
sus for Iowa was $3,419, as compared with the median
income for farm families of $2,670; urban family income
exceeded farm family income by approximately 2¢ per-
cent, For unrelated individuals, that is, individuals not
living as members of a family group, the difference be-
tween urban and farm median incomes was negligible.
But both urban and farm ubprelated individuals had in-
comes substantially higher than unrelated individuals in
rural nonfarm residences.

* The “median income” is that income above and below which one-half of
the units fall.




IOWA: POPULATION AND ECONOMIC TRENDS

Table 27. Retail and Wholesale Sales and Payrolls, 1954,

Eleven Northcentral States. .

Sales Payrolls
Retail § Change

1954 1948 to 1954 1954

(,000,000) (,000,000) (,000,000)

1848-54 1954 1048-54

{,000,000)

1948 to 1954 1954

+ 8.8
+ 9.1
+20.5
+30.2
+18.7

+20.4

+26.8
+21.1
+25.1
+37.3
+27.8

+25.9

North Dakota ......coitiicerceccmnereeeree. B 662
South Dakota ... 679
Nebraska . 1,588
KNGS e 2,200
Minnesota ..o 3,450

MISSOUTTL ..o e e v 4,525
Wisconsin ... 3,924
Iinois ... 11,019
Michigan 8,188
INAIENA e 4,513

11 States 43.804

Source: U.5, Buresu of the Consus,

5. RETAIL AND WHOLESALE TRADE AND
PAYROLLS.

Sales and payrolls of retail and wholesale establish-
ments in the Northcentral states are shown in Table 27
for the year 1954. In 1854 lowa ranked 7th in the North-
central area in total retail sales. In the same year, Iowa
ranked 6th in the area in terms of wholesale sales.

From 1948 to 1954 both retail and wholesale sales in-
creased somewhat more slowly in Iowa than in the North-
central area as a whole. In 1948 sales by Iowa retailers
accounted for 7.3 percent of total retail sales in the area;
in 1954 lIowa retailers accounted for only 7 percent of
such sales. Wholesale establishments in lowa accounted
for 6.4 percent of total area sales in 1948, as compared
with 6.0 percent in 1954. The slower rate of growth in
Iowa retail and wholesale sales is also indicated in Table
27. From 1948 to 1954 retail sales in Iowa increased 20.4
percent as compared with an increase of almost 26 per-
cent in the eleven-state area as a whole. Iowa ranked 8th
among the eleven states in texrms of the rate of growth
in retail sales from 1948 to 1954, Sales by wholesalers in-
creased much more slowly than sales by retailers from
1948 to 1954. lowa wholesale establishments increased
sales by 11.2 percent over this period as compared with
an increase of almost 17 percent in the eleven-state area
as a whole,

The comparatively less rapid rate of growth in Iowa
wholesale and retail sales is also reflected in the growth
of payrolls by these establishments, From 1948 to 1954
payrolls of Iowa retail establishments increased 24.2 per-
cent as compared with an increase of 31.1 percent in the
eleven-state area as a whole. Payrolls of wholesaling es-
tablishments in [owa increased 38 percent from 1948 to
1954, as compared with an increase of 41.4 percent in the
eleven-state area as a whole.

In general, year-to-year changes and long-run trends
in retail sales reflect quite accurately changes in Person-
al Income received by the residents of a state. A com-
parison of the rates of change in Personal Income shown
in Table 15 with the rates of change in retail salez shown
in Table 27 indicates that the states which enjoved the
least rapid rates of increase in income have also been
the states in which retail sales have increased least
rapidly.

5. SUMMARY.

Comparative growth rates of population and various
measures of economic activity for lowa, eleven North-
central states, and the United States are presented in

+32.0
+29.8

+28.6 $ 33
+22.8 28
+35.2 83 +28.2
+36.4 89 +45.0
+25.5 240 +44.1

+24.2 137 +38.0

+30.4 380 +35.2
+30.4 166 +42.5
+27.8 934 +35.5
+37.1 478 +56.8
+37.9 224 +54.3

+31.1 2,822 +41.4

$ 783 -16.7 $ 80
782 - 12 61
2641 +i22 153
2,015 - 33 207
5430 + 8.0 366

3730 +11.2 279

8,156 + 9.9 477
3554 +25.6 404
20,286 +11.8 1,252
10,002  +50.9 879
4327  +34.) 498

61,806 +16.9 4,637

Table 28. The data presented in this table are taken from
the various tables included in this chapter and from the
sources cited in those tables. The major characteristics
of the lowa economy as presented in the various tables
in this chapter, may be summarized as follows:

Table 28. Comparative Growth Rates of Population and
Economic Activity, Jowa, Eleven Northcentral States,
and the United States

{Percent change)
North-
central! United
States States
+ 647 + 933
+ 99 + 145
+ 78 + 99

Series
Total population: ...

Period Towa
1900 to 1950
1940 to 1950

1950 to 1955

Personal income,
total: ... +226.0 +243.3
+ 364 + 259

+ 391 + 465

~..1829 t0 1954-55
1945 to 1948
1948 to 1855

Personal income,
1950 to 1955 . 8 + 442
1953 to 1955 .8 7T + 82

Personal income,
farm: ... 1950 to 1955 g 10.3
1953 to 1955 104

1954 to 1955 . 5.0

Manufacturing:
Employment, total ... 1947 to 1954 X 12.9
Payrolls, total 1847 to 1954 . 6.3
Value added 1847 to 1854 . 55.8
Investment in
new plant ... . 1947 t01954 X 20.2

Agriculture:
Number of farms.... 1940to 1954 - 9.6
Value of land

& bldgs. ..........1940t0 1954 +158.1
Cash receipts 1940 to 1954 +209.5
Net income of farm

operators

Trade:
Retail sales

1949 101954 + 31.8

1948 to 1954 + 204
Wholesale sales .....1948t0 1954 -+ 11.2

* Comparable data not availeble.
Sources: See sources given for tables in Chapter 11,
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. Population growth in lowe hay taken plece a2 o much

slower rate than in the naton as a whole in the period
since J900.

. With the exception of the immediate post-war period from

1945 ro 1948, toral Personal Income received by residents
of Iowa has increased gt rates substantially below the rates
of in¢rease in Personal Income received by residents of the
Northeentral states, and by residents of the nuation as a
whole.

. From 1930 to 1955 nonfarm sources of Personal Income in

in lowa increased less rapidly than in the area and in the
nution. Howeuver, from 1953 to 1955 income from nonfarm
sources increased more rapidly in [owa than in the nation
or the region.

. Personal Income from farming, including proprictors’ in-

come and farm wages, has declined more rapidly in lowa
from 1950 to 1953 than in the nation or the region as a
whole. lowa also suffered a bigger drop in Personal In-

come from farming from 1954 to 1955 than was experni-
enced in the nation as a whole.

Most measures of manufacturing activity indicate that from
1947 to 1854 Iowa has exceeded the area and the national
rate of growth.

Over a longer period of time, from 1940 to 1954, the
number of farms in Iowa declined somewhat less than the
number in the elecen-state area. Over the same period of
time, the value of land and buildings increased less in Towa
than n the Northcentral area; cash receipts from farm mar-
ketings also increased by less in lowa than in cither the
area or the nation as a whole. From 1949 to 1954 the net
income of furm operators in lowa increased at a rate sub-
stantially above the rates in the Northcentral states or in
the United States.

. Retail and wholesala trade increased by smaller percent-

ages in Iowa than in the eleven-state Northcentral region
in the period from 1948 to 1954,




CHAPTER Il

The Comparative Tax Burden in lowa

In general, the costs of State and local government
are influenced by the size of the population, the area
served by the units of government, the level of services
demanded by the population and the efficiency with
which these services are performed.

The costs of State and local government in Iowa are
high relative to average costs in the 48 states in terms
of the commonly accepted measures of tax burden. Ob-
viously, a state such as New York or California will have
much larger dollar expenditures for state and local gov-
ernment than a small state such as Rhode Island, or even
Towa. In order to compare costs of state and local gov-
ernment in areas with vastly different populations and/or
economic resources, two measures are commonly em-
ployed: (1) Costs per capita of the population, and (2)
Governmental costs as a percentage of total Personal
Income received by residents of the state. The measure
of income employed in these comparisons is Personal
Income, as defined in the preceding chapter of this
Report.

Total and per capita state and local tax revenues for
the year 1953 for the Northcentral states are shown in
Table 29. In terms of per capita State tax revenues alone,
Towa ranked 28th among the 48 states in 1933, and 7th in
the eleven-state area. However, in terms of local per
capita tax revenues Jowa ranked 3rd in the Northcentral
area and 8th in the nation. In terms of combined State
and local per capita tax revenues Jowa ranked 12th in
the nation and 4th in the Nerthcentral area.

In 1953 per capita state tax revenues in Iowa were
$3.71 below the average for all states. At the local level
of government in lowa, per capita tax revenues were
$16.65 above the average for all local governments in
1953 In terms of combined state and local per capita
taxes, Iowa was almost $£12 above the average for all
state and local governments,

In 1953, Iowa's comparatively high rank of 12th among
all states in terms of per ¢apita state and local tax rev-
enues was attributable to the high level of per capita
local taxes in the State. In terms of per capita property
taxes, the principal source of local tax revenue, Iowa
ranked 7th in the nation, with per capita local property
tax collections of slightly more than $80, as compared
with a national average for all local governments of $38.
However, in other areas ¢f the country nonproperty taxes
play a3 somewhat more significant role in local revenues
than is the case in Iowa.

Taxes as a percent of income. The “burden’ of taxes
depends not only upon the amount per person collected
but upon the relation-of collections to the income of the
population of taxpayers. Estimated Federal taxes borne
by residents of the eleven Northcentral states together
with state and local taxes and total taxes borne by the
residents of the states are shown in Table 30 for the year
1853. It will be noted that the Federal taxes in each
state are the taxes estimated to have been borne by the
residents of that state, rather than the amount paid to
the government by taxpayers in the various states. For
example, residents of all 43 states ultimately bear a
share of Federal excises on tobacce and alcoholic bever-
ages. But the collections of revenues from these excises
are made from a relatively small number of states.

In 1953, Federal taxes imposed different relative bur-
dens on taxpayers in the eleven states in the Northcen-
tral area. In South Dakota, for example, Federal taxes
absorbed less than 22 percent of Personal Income of the

residents of that State, as compared with 27.47 percent
of the income of residents of Iilinois. Jowa ranked 29th
among the 48 states in terms of Federal tax incidence,
relative to the income of the pooulation of the respective
states.

In 1933, State and local taxes absorbed 9.22 percent of
Personal Income in Jowa, as compared with 7.58 percent
in all states, and 7.50 percent in the eleven-state area.
Iowa ranked Tth in the nation in 1953 in terms of the
percentage of Personal Income required to cover the
costs of State and local government. lowa ranked 4th in
the Northcentral area on the same basis. In terms of
total Federal, State, and local tax burden relative to
Personal Income, Iowa ranked 27th in the nation, and
gth in the eleven-state area. ~

In general, in those states in which state and local
taxes are high relative to income, Federal taxes tend to
be somewhat low relative to income. In South Dakota,
for example, where state and local taxes relative to in-
come are second highest in the nation, Federal taxes
relative to income give the state a rank of 39, in terms
of total Federal, state, and local taxes, South Dakota
ranks near the median, in 22nd position. In Illinois, on
the other hand, where Federal taxes are high relative to
income, state and local taxes are low relative to income.
Several factors account for this tendency.

In the first place, state and local taxes relative to in-
come tend to be highest in agricultural, sparsely popu-
lated states. These are precisely the states in whbich the
Federal tax system places a relatively light load, as
compared to the burden which the Federal tax system
places on heavily industrialized states. Secondly, the im-
pact of the Federal tax system depends upon the distri-
bution of Personal Income as well as upon the totals re-
ceived by residents of the state. In two states with iden-
tical total Personal Incomes, the Federal tax system will
tend to collect the larger revenues in those states in
which income is least equally distributed. In general, the
recipients of large incomes tend to be concentrated in
non-agricultural states. Third, the fact that state and lo-
cal taxes are deductible in the computation of Federal
income tax liabilities also tends to equalize the total tax
burden along the various states.

The comparisons presented in Table 30 may be sum-
marized for Iowa as follows:

1. In terms of total Federal, State and local taxes relative to
Personal Income the burden borne by lowans was slightly
below the national average rate in 1953,

. In terms of state and local tax burdens, lowans contributed
a larger share of their income for this purpose than the resi-
dents of all but 6 other states.

. The Federal tax system places a relatively light burden on
Iowans as compared with the burdens borne by the rosi-
dents of other states.

Btate tax collections in 1956, The year 1953 is the most
recent one for which comparable local tax collection sta-
tistics are available. But state tax revenue data are
available annually for the years singe 1953. Total and
per capita state tax collections in 1956 are shown -in
Table 31 for the Northcentral states and the United States
as a whole. Since 1853, State tax collections have in-
creased more rapidly in lowa than in the nation or in
the eleven-state area as a whole. From 1953 to 1936 the
rate of increase in State tax collections was 38 percent
in Iowa—the highest rate in the Northcentral area—as

35




TABLE 29 STATE AND LOCAL TAX CQLLECTIONS:
N Eleven Northcenrral States, 1953

State Tax Revenue Local Tax Revenues Tqtal State & Local Taxes
{,000,000) Percapita Raok in North-  Rank in  (,000,000) Pec capita  Rank in Notth-  Rank in (,000,000) Per capita Rank in

Central Area United Sraces Cenual Area United States Unieed States
Michigan % s582.4 $ 85.83 1 7 % 42009 $ 62.69 10 24 $ 1,003.0 3 149,52 11
Minnesota 227.6 75. 34 2 14 233.9 7. 42 H) 11 461.5 152, 76 9
North Dakota 44,5 74,12 3 17 415 69, 14 8 19 86.0 143, 286 14
Wisconsin 252.9 T1. 46 4 19 296,17 83, 83 1 6 549, 6 155,29 6
Indiana 284,1 69,23 5 20 257.6 62,18 9 23 541,17 132,01 25
Kansas 137.2 88,55 6 23 151, 5 15.69 7 16 2588.8 144, 24 13
IOWA 169, 4 84,03 7 29 217.2 82,13 3 8 386.6 146, 18 12
Illinois hld 4 57.69 8 as 704, 3 78,98 4 19 11.218.7 136. 66 22
South Dakota 36,1 54, 31 g 40 95. 4 83. 49 2 7 91,5 Y37, 80 20
Missouri 207.2 51,09 10 44 212, ¢ 52,26 11 a2z 419.2 103. 35 38
MNebraska 60,6 4 22 11 41 104, 1 75.94 8 15 164, 7 120,16 33
Eleven-state area 23516.4 66, 8¢ - - --  2,684.7 T1.61 -~ -- 5,211.3 138, 50 .-
United States $ 10,552 2 $'67.74 -- --3$10,355.6 $ 66,48 -- -=- 3% 20,907.8 3 134, 22 --

Source: U. S, Bureau of the Census, State and Local Governnent Revenue in 1953, No, 37, October, 1954,
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TABLE 30, FEDERAL, STATE, AND LOCAL TAXES, 1953
As Percentages of Personal Income b/:
Eleven Morthcentral States

State Estimated Incidence Federal Tax per Rank in Combined State  State and Local Rank in  Pederal, State Total Taxes Rank in
of Federal Taxes 2/ $100 of Petsonal 48 States and Local Taxes ¢/ Taxes per $100 48 States and Local Taxes  per $100 of 48 States
(.000,000) Income ¢,000,000) of Personal Income (, 000, 000) Personzl Income

North Dakota 3 179 2421 23 3 36,0 $ 11,62 $ 2650 3 35,84
South Dakota 182 21,7 39 91,5 10,94 273.5 32,12
Minnesota 1,196 24, 37 i 461.5 . 8.48 1,647.5 33,85

IOWA . 947 22,18 29 386.6 1,333.6 32,00

Wisconsin 1,566 25, 65 12 549.6 2,115, 6 34,66
Kansas 748 22,45 33 288, 8 1,036.8 31,12
Nebraska 535 25. 06 18 164.7 . 699, 7 32,1
Michigan 3,447 25,18 1,003.0 . 4,450, 0 32,51

Indiana 1,746 22,65 11 541,7 2287
Illinois 5,239 27,41 4 1,218.9 ‘ 457
Missouri 1,758 25, 65 13 419.2 L1117

281, 29,68
. 33,86
. 31,76

Eleven-state
Area 17,533 - 25, 23 5,211, 3 - 28,744.8 32,13

United States  § 69, 857 $ 25,32 - § 20,907,8 3 7.58 -~ 3 90,764,8 $ 32,90 -

8/. Federal tax incidence estimate by staff of Commission on Intergovernmentat Relations on the following basis: Individual [ncotne taxes on
the basls of 1951 liabilities; corpocate income taxes allocated one-half on basis of income from dividends, one-half on basis of retail sales
excise and miscellaneous taxes on basis of sales of taxed arricles, collections, and other data, Source: Commission on Intergovernmental
Relations, Report to the President, June, 1955, Appendix Table 8, P, 310,

The Personal Income figure used in computing these percentages is an average of the Personal Income twtat for the calendar years 1952 and
1953, The average - rather than the figures for & single year - are used in order to improve the comparability of the income data and she
tax data, which are for the fiscal year 1853, Source: IL S, Departmerns of Commerce, Swvey of Current Business, Septenber, 1955,

. Source: Table 29,
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compared with 23.7 percent in the Northcentral area as
a whole and an increase of 26.4 percent for all states.

Per capita State tax collections in Iowa rose from
$64.03 in 1953, to $85.58 in 1956. In 1953 lowa ranked 29th
in the nation in terms of per capita state tax collections
as compared with a ranking of 19 in 1956. Thus, in 1958,
unlike 1953, per capita State taxes in Iowa were sub-
stantially higher than in the nation as a whole. Although
comparable data for individual states are not available,
per canita local taxes in lowa continue to be above the
level of local tax collections in the nation as a whole.
However, from 1953 to 1956, local taxes have risen some-
what less rapidly in Jowa than in the nation as a whole.
In part. a slower rate ¢of increase mn local property taxa-
tion in lowa 1s attributable to the higher than national
average rate of increase in State tax collections. That is,
a substantial part of the increase in State tax revenues
since 1933 has been carmarked for the replacement of
locally imposed property taxes,

Table 31. Total and Per Capita State Tax Collection in
1956 Eleven Northcentral States
Per capita tax
Total tax Percent collections: 1956
Collections, Change, Rank in Rank
1958 1853 to I1-state in48
State (,000,000) to1956 Dollars Area States
Michigan ....% 7584 +30.2 $104.81 1 9
Minnesota ... 283.9 +24.7 89.44 2 18
Wisconsin ... 3285 +29.9 88.94 3 17
IOWA ... 230.4 +36.0 85.58 4 19
North Dakota 52.3 +17.5 81.40 5 24
Kansas .. .. 159.8 +16.4 117.56 6 27
South Dakota 48.4 +34.1 71.44 7 34
Illinois ........... 841.1 +24.6 68.48 8 38
Indiana ......... 277.7 - 23 64.13 9 4]
Missouri ......... 257.4 +24.2 62.35 10 44
Nebraska ... 74.5 +~22.8 53.92 11 47
Total, 11 ‘
States ... 31122 +23.7 79.04 — —_
Total, 48
States ... $13,385.0 +26.4 81.80 — —_

Source: U.S, Burrau of t'ho Census, Compendium of State Govermment
Finances o 1953. State Tas Collections in 19’?6.

State tax collections for the year 1956 are shown in
Table 32 in terms of the amount of tax revenue per $100
of Personal Income received by the residents of the re-
spective states in the calendar year 1935, In terms of
State tax revenues, alone, (excluding local tax revenues)
Iowans paid on the average $5.70 from every $100 of Per-
sonal Income received by residents of the state. This was
the third highest rate in the Northcentral States and the
20th highest rate' in the nation,

It must be understood that interstate comparisons in
terms of state tax revenues alone have very limited use-
fuiness in comparing total state and local tax burdens.
There i a very great variation in the distribution of
financial responsibility between state and local levels for
various governmental services. Some states supply very
large amounts of aids which reduce the need for local
taxation. In other states, only a very small amount of aid
i5 supplied to local governments from the state level
The extent of this variation is suggested by the fact that
the state taxes in North Dakota accounted for almost 52
percent of total state and local taxes in that state in 1953;
in South Dakota, state taxes accounted for less than 40
percent of combined state and local tax revenues in the
same year.

Table 32. Total State Tax Collections, Fiscal Year 1956,
Per $100 of Personal Income,
Calendar Year 1955,
Eleven Northeentral States

State Tax, per $100 Rankin Rank in
of Personal 11-state 48

Income Area States
North Dakota . ..., .......$5.93 1 12
South Dakota ................ 5.69 2 16
IOWA o eimaees 24T 3 20
Minnesota ..o 5.26 4 22
Wisconsin ...cccveerieeneenne. .00 5 27
Michigan ..o, 485 6 29
Kansas ... I N 7 30
Nebraska ... . 3.47 8 42
Missouri ... 3.40 9 43
Indiana ... ... 3.39 10 44
Ilinois ... ... 3.05 11 47
Average, 11 states ... 410 — —
Average, 48 states .......... 4.40 — ——

reg: US. Bureaw of the Census, State Tax Collections in 1956, and
u. S Depaxtmcnt of Commerce, Survey of Current Business, Anguxt, 1958.

On the basis of available data it is estimated that com-
bined state and local tax revenues in Iowa in 1956 will
be equal to approximately eleven percent of personal in-
come received by residents of the state in the calendar
vear 1955. For all 48 states, for 1955, state and local tax
revenues were eqgual to 8 percent of 1954-55 Personal In-
come in the nation. On the basis of state tax collections
reported for 1956, and estimates of local tax revenues for
1956, state and local tax revenues in the nation as a
whole will be approximately 8.6 percent of 1955 Personal
Income.

Combined state and local revenues for Iowa and all
states as a whole are shown in Chart 9, as percentages
of Personal Income.? Tax collections for a given fiscal
yvear are expressed as a percentage of the average in-
come of the two calendar years in which the fiscal year
falls, except for tax collections in the fiscal year 19856,
which are expressed as a percentage of 1955 calendar
year Personal Income.

State and local taxes, as a percent of Personal Income
have been higher in lowa than in the nation as a whole
during the entire period. But the differences in this meas-
ure of tax ‘‘burden’ diminished during the early years
of World War II, increased during the latter years of the
war, and narrowed perceptibly in 19483 and 1349, as Per-
sonal Income rose more rapidly in Iowa than in the na-
tion. Since 1949, the relative ‘‘bhurden’” of State and logal
taxation has risen much more rapidly in Iowa than in
the nation. -

®* The data used in the preparation of Chart 9 are from the following
SOUrces;

a} lowa State and local tax collections for 1958, apd 1840-45; Brookh%x
Institubon, Aeport, lowa Postwar Taxation Srady Commitee, )
. %9

b) lowa State tnx ecollections, 1946-31938, U5, Bureau of the Census,
Leviaed Summary of State Gorvermment Financegs, 1942.1950, g
Compendiums of State Finances (1951-1955); and State Tux Collec-
tens in 1956, p. 3.

¢) Local taxes in lowa, cstmated from local levics, net of tax mdirs. for
collettion m voar, ~howp, a3 ntporicd by the Towa State Tax ise
ston. Local nenproperty taxes, including cigarette and beer Licemses, dos
licenses, franchisc taxes, and other oty and town license taves
permits, actount for only 2.5 percent of total local taxcs.

d) State and local taxed in the Unitcd States, U.S. Bureau of the Census,
Hutoreed Slmbr{c: on State Local Government Finance, 1902-

1953, ummary of Govemment Finences, 1932 & 1955 and

State 'Ipnx Colleﬂ:mn in 1956,

Personal mcome data for Towa and the Unmcd States, US. Department

of Con})nqsgrcc, Surcey of Current Buvinew, September, 1955, and Aue.

gust, 1956,

~—
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CHART 9. STATE AND LOCAL GOVERNMENT -TAX REVENUES,
AS PERCENT OF PERSONAL INGOME,
IOWA AND THE UNITED STATES: 1938 AND 1940-1956
PERCENT OF PERCENT OF
PERSONAL INCOME PERSONAL INCOME
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THE FACTORS RESPONSIBLE FOR HIGH COSTS
OF GOVERNMENT IN I0WA

Changes in Taxes and Changes in Personal Income.
Comparative rates of change of State and local taxes
and Personal Income for Iowa and the United States are
presented in Table 33. The rates of change have been
computed for five different periods. In the first peried,
from 1946 to 1948, State taxes increased much more rap-
idly in Iowa than in the nation &8s & whole. In the same
period, local property taxes increased at a lower rate
than state taxes in both Iowa and the nation. The rate
of imcrease of local property taxes was approximately
the same in lowa and the nation. Combined State and
local tax collections increased more rapidly in Iowa than
in the nation as a whoele. In both the State and the na-
tion, State and local tax collections increased more rap-
idly than Personal Income in this period. But the differ-
ence was very small in Iowa as compared with the
difference in the nation as a whole. Thus, from 1946 to
1943, although State and local taxes increased as a per-
cent of Personal Income in both the State and the nation,
the rate of increase in taxes relative to income was slow-
er in lowa than in the nation as a whole.

From 1948 to 1953 the rate of State tax collections in-
creased more rapidly in the nation as a whole than in
the State of Iowa. However, local property taxes in-

creased more rapidly in Iowa than in the nation as a

whole. Combined State and local taxes in Iowa increased
less rapidly than in the nation as a whole during the
period from 1948 to 1953, But in this period Personal In-
come received by residents of Iowa increased only 4.5
percent as compared with an increase of 36.7 percent
in the personal income of residents of the nation. Thus,
during this period, State and local taxes as a percentage
of Personal Income rose more sharply in lowa than in
the nation as a whole.

From 1953 to 1955 state tax collections increased tnore
rapidly in Iowa than in the nation. But the rate of in-
crease in local property taxes in Iowa was below the
rate of increase in Iowa state taxes, as well as below
the rate of increase in local property taxes in the nation
as a whole. However, because of increase in State taxes
¢ombined State and local taxes in Jowa increased by
somewhat more than combined state and local taxes in
the nation from 1953 to 1955. But again, as in the preced-
ing period. the rate of increase in Personal Income in the
nation as a whole was much higher than the rate of in-
crease in fowa. As a consequence, the ratio of State and
local taxes to Personal Income in Iowa rose more rapid-
ly than in the nation as a whole.

Over the nine-year period from 1946 to 1955, state tax
collections. and local property tax collections increased
somewhat more rapidly in Icwa than in the nation as a
whole. As the population of Iowa also increased much
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less rapidly than the population in the nation as a whole
this has resulted in a substantial increase in total per
capita collections in lowa relative to per c¢apita collec-
tions in the nation as a whole. During the period when
combined State and local taxes increased by 131 percent
in lowa, total Personal Income increased by less than
42 percent. In the nation as a whole, over the period 1946
to 1955, when state and local taxes increased 127 percent,
Personal Income increased by almost 73 percent. As a
result of the higher-than-national average rate of in-
crease in slate and local taxes, and the lower-than-na-
tional average rate of increase in Personal Income, the
ratio of taxes to personal income has risen far more rap-
idl¥ in Iowa than it has in the nation as a whole since
1946.

Many of the most important services of state and local
government have to be performed almost without regard
to short-run changes in the level of income of the resi-
dents of the area. Schools, the administration of justice,
the highway program, and many other services cannot
be curtailed, or the rate of increase cannot be retarded,
because of decreases in in¢ome, or a lagging rate of in-
crease. Moreover, the prices paid for materials, supplies,
and labor by units of government in Iowa are largely
determined by price trends in the nation as a whole. The
higher price level which has raised the dollar costs of
governmental services in all states has not been matched
by increased dollar incomes of the residents of the State
of Iowa since 1948. Thus, in order to provide the prevail-
ing levels of services it has been necessary to devote an
increasing percentage of the Personal Income of the resi-
dents of the State of Iowa to revenues required to cover
the costs of State and local government.

Public school costs in Xowa. According to data com-
piled by the U. 8. Office of Education, current revenues
for public elementary and secondary schools in Iowa
werc $151,268 thousand for the school year 1953-34. This
estimate of revenue includes current income from appro-
priations, taxes, and school funds—Federal, state, and
local. It excludes income from the sales of bonds, loans,
and the sale of property. Current revenues, as defined,
are shown in Table 34 for lowa, ten other Northcentral
States, and the United States as a whole,

Total current revenues for the 1933-34 school year were
equivalent to §37 per capita of the total population in
Iowa, as compared with & national average of $30. On a
per capita basis, school revenues in Towa were 14 per-

Table 34. Current Revenues for Public Elementary and
Secondary Schools, School Year 1953-54; Nine Northcentral
States and United States

Revenue
‘ as Percent
State Current Per of 1953
Revenues Capita Personal
(in thousands) Revenue ) Income
South Dakota .....__$ 35,564 $54 4.04
North Dakota ... 29,045 ~ 46 3.
IOWA ... 151,268 57 3.68
Minnesota ... 168,019 55 3.33
Kansas ... 103,548 52 3.19
Nebraska 63,431 47 .01
Michigan _............. 390,534 §7 2.69
Wisconsin ... .....—. 167524 48 2.68
Indiana ... 208,241 50 2.60
Missouri . .. 162,389 40 2.32
IUnois s 430,834 48 219
United States ........ 7,866,852 50 2.78

Source: (7.8, Department of Health, Education and Welfare, Office of Edu-
cation, Circular No. 450, July, 1938,

COMPARATIVE RATES OF CHANGE:

TABLE 33.

and Petsonal Income,

lowa and the United States

State and Local Taxes,

(Percentage Change)

UNITED STATES

IOWA

Personal
Income

State and
Local Taxes

Taxes

Total State  Local Property
Taxes

Personal
Income

State and
Local Taxes

Taxes a/

Totwl State Local Property
Taxes

Period

+117,9
+ 36,7
+ 1.2

+ 30,2
+55.3
+12,1

+ 23,5
+ 54,0
+ 14,6

DWwom

. »

-

+4++ +

+55.3
4+ 32,8
+ 16,8
+18.4

1948 to 1948
1948 1o 1953
1953 to 1955
1955 to 1956

+ 123, 3 + 131, 3 + 41,5 +134.9 + 117, 9 + 126,86 +172,17

+ 140, 9

1946 w 1955

af,

Afrer deduction of credits,

Sources: U, S. Bureau of the Census, and Table 2,
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cent above the national average. Iowa, with the equiva-
lent of 3.68 percent of its Personal Income going for
public school purposes, ranked third in the eleven-state
area shown in Table 34. With school revenues per capita
higher in Yowa than for the nation as a whole, and with
lower-than-national average per capita Personal Income,
the costs of lowa’'s public schools, as a percent of income
received by residents of the State exceeded the national
average rate by approximately 32 percent. That is, if
the percent of Personal Income devoted to public school
costs in the nation as a whole is taken as 100 percent, the
Jowa ratic was 132 in 1954.

According to estimates of the State Department of Pub-
lic Instruction, total expenditures of the State’s elemen-
tary and secondary schools, including capital outlayvs and
debt service as well as operating expenditures, were
$200,606 thousand for the school year 1954-535. This is
equivalent to $75 per capita, and 4.5 percent of the Per-
sonal Income of the people of lowa. For the nation as a
whole, according to estimates of the U. S, Bureau of the
Census, total expenditures of state and local governments
for public schools were slightly over $10 billion for the
school year 1954-55. This represents a per capita expend-
iture of $63 in the nation as a whole and an expenditure
of 3.54 percent of the Personal Income received by resi-
dents of the nation.* Additional data on school costs for
JIowa are presented in Chapter ... But here it may be
noted that school costs are one of the major items of
expenditure in total State and local outlays in the State
of Towa, and that relative to other states and to the na-
tion as a whole school costs in lowa are high whether
measured in terms of outlay per capita of the population,
costs per child, or school expenditures relative to Per-
gonal Income of the State.

Highway costs. Current revenues for highways, roads,
and streets derived from State sources are shown in
Table 35 for states in the Northcentral area and for the
United States. In 1934 revenues raised by the State of
Iowa for highway purposes averaged $34.05 per capita
for the population, as compared with a national average
of revenues raised by all states of approximately $24 per
capita. On a per capita basis State highway revenues in
Iowa were 42 percent above per capita revenues for the
48 states as a whole.

Table 35. Current Revenues for Highways from State
Sources, Calendar Year 1954, Eleven
Northeentral States.

Revenues for Highways
Percent
State Revenues of 1954
State 1954 Per Pexrsonal
(in thousands) Capita Income
South Dakots ....§ 22,932 £34.13 255
North Dakota ... 15,542 24.48 2.05
IOWA ... — 980,734 34.05 2.04
Nebraska ... 39,852 20.17 1.78
Minnesota ......._. 75,647 24.15 1.46
Kansas o ... .._. 48,870 24.16 1.43
Wisconsin ... 74,479 20.53 1.20
Indiana eeoocceeeee 88,519 20.90 1.16
Michigan _.._..._.. 155,449 22.12 1.10
IHINOIS weeieeeee 187,807 . 2043 0.95
Missouri ..o 85,381 16.04 0.93
Eleven states ... 865,212 2238 1.21
United States ........53,869,630 24.01 1.36

Source: Buresu of Public Roads, Highway Stafistice: 1954, Table $P.1.

* U5 Bureau of the Census, Smﬂmw of Governmental Finances in 1955,
August 20, 1956, Table 8, p.

In 1954 State revenues for highway purposes were equi-
valent to 2.04 percent of the Personal Income of residents
of the State, as compared with a ratio of 1.36 percent of
Perscnal Income for highway purposes in the nation as
a whole. During the calendar year 1954 Iowans paid state
highway revenue taxes approximately 50 percent higher
relative to their income, than paid by the residents of
the 48 states as a whole.

The figures shown in Table 35, and the per capita and
percentage comparisons made above, are exclusive of
highway and street revenues derived from Federal
sources as well as revenues derived from local property
taxes and other local sources for highway purposes.
Therefore, the data in Table 35 arc only partial measures
of the relative costs of highways and streets in the
various states.

Since the calendar year 1954 State-imposed levies for
highway purposeés have risen substantielly in Iowa as a
result of increased gascline taxes and the increase in
the sales tax rate. In the fiscal year 1955, total revenues
available for highway purposes in lIowa were approxi-
mately $131 million; in 1956 the revenues were almost
$156 million. The sources of these revenues and/or cx-
penditures are shown below:

Funds Available and/or Expenditures for Highways, Roads,
and Streets in Towa :
(In thousands)

1855 1056

Allocations from the Road Use Tax Fund

to Secondary, Farm-to-Market Roads

and city streets e, $ 46,312 §$ 56,516
Federal aids; (exclusive of Primary)

Farm-to-market ..o 4,831 5,807

UIDAN e cveesessenmse e memecaee e e 2,288 1,684
Expenditures from Primary Road Fund... 46,807 60,362

Property taxes levied for Road Purposes 31,047 31,152

$131,283 155,521

With the exception of the Primary Road Fund for
which the figures given are actual expenditures as re-
ported by the State Highway Commission, the other
amounts represent simply funds available from the Road
Use Tax Fund, from Federal aids, and from county lev-
ies for road purposes. If it may be assumed that, on the
whole, expenditures were equal to the funds becoming
availgble, then the amounts shown in the tabulation
above may be compared with ac¢tual expenditures re-
ported for all state and local government units in the
United States. In the fiscal year 1855, according to the
Bureau of the Census, total expenditures on highwavs,
roads, and streets by all units of government except the
Federal government were $§,452 million, equivalent to
2.27 percent of Personal Income in the United States in
the calendar year 1954. In contrast, the Iowa total of
$131.283 thousand for the fiscal year 1955 was equivalent
to 2.85 percent of Personal Income received by lowans
in the calendar year 1954.. Expenditure data for the na-
tion as a whole are not available for the fiscal year 1956,
but the 1956 revenues and/or expenditures in Iowa, as
shown above, are the egquivalent of 3.69 percent of the

.Personal Income of the people of the State in the calen-

dar year 1935.

The higher-than-national average per capita expendi-
tures for highways in Jowa is attributable to a number
of factors, the most important of which is probably the
very large amount of road mileage in the state relative
to population, land area, income, and number of vehicles
registered. Without regard to size of state there are only
6 other states which have a larger total road mileage,
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urban and rural, then the State of Iowa. In terms of
primary road mileage, lowa ranks 18th; but in terms of
secondary road mileage, Iowa ranks 5th, giving a rank
for total mileage of 7th among the 48 states. In contrast,
Iowa ranks 22nd in land area and in popualtion. In 1953
motor vehicle registration in Iowa was the 16th largest
of any of the 43 states. In terms of total income out of
which the roads, streets., and highways can be financed,
TIowa usually ranks between 20th and 24th among the 48
states. In general, high per capita highway costs and a
high ratio of highway costs to Personal Income are usu-
ally to be found in sparsely populated states having pre-
dominantly agricultural sources of income. Sparsity of
population and agriculture as a source of income tend to
produce a high ratie of highway mileage per person and
per dollar of income produced. It may be noted that
Iowa has a relative low ratio of population per mile of
rural highway although not 50 low as in the Dakotas and
Nebraska, Iowa has a relative high ratic of the number
of miles of rural highway per square miles of total area
in the State. Additional data on Iowa highway finance by
sources of revenue and types of roads are presented in
Chapter ...

Shifts in Population. The declining population in the

rural areas of many counties, and the declining total -

population of entire counties has tended to create ex-
cessively high per capita c¢osts for the performance of
governmental functions such as roads, schools, and gen-
eral government administration in the rural areas of the
state. There are some functions of government which be-
come cheaper on a per capita basis as population ex-
pands, while there are other func¢tions which become
necessary only in areas with concentrated population cen-
ters. Without attempting to distinguish between each of
these types of cost, a comparison of per capita local tax
levies was made in three groups of counties experiencing
divergent population trends from 1940 to 1950. The results
of these comparisons are presented in Table 36. Seven
counties in which population decreased by more than 10
percent from 1940 to 1950 were selected at random. Most
of these counties are to be found in the Southern and
ailong the Western border of the State. A second group,
also made up of seven counties, was selected in which
population had changed by less than 2 percent in either
direction from 1940 to 1950. Finally a third group of coun-
ties was selected. comprising six counties in which popu-
lation increased by more than 10 percent from 1940 to
1950.

In 1940 per capita levies were highest in the six coun-
ties having a population increase of more than 10 per-
cent from 1940 to 1230. These are essentially industrial-
ized, urbanized counties. Per capita levies for collection
in 1940 were next highest in the group of counties in
which population remained substantially unchanged from
1940 to 1950. In 1840 per capita levies were lowest in the
‘counties which suffered the greatest percentage losses in
population from 1940 to 1050. But, by 1950, the rank order-
ing of per capita levies had exactly reversed. From 1940
to 1950 per capita levies increased 118 percent in the
counties which suffered the mast rapid decline in popu-
lation from 1940 to 1950. The rate of increase, 74 percent,
was the next highest in the counties-in which population
had remained substantially unchanged from .1940 to 1850,
And the rate of increase in per capita levies was lowest
in the six counties in which the largest population gains
were registered from 1940 to 1950.

Within the group of counties in which population de-
clined by more than 10 percent from 1940 to 1950, there
was no county in which the rate of increase in per capita
tax levy was less than }08.9 percent, while the highest
rate of increase reached 132.4 percent. Within the group
of counties which had substantially stable populations

from 1940 to 1850 the highest rate of increase in per capi-
ta tax levy was 101.2 percent and the lowest rate was
60.8 percent. Within the third group of counties, having
population growth in excess of 10 percent from 1940 to
1950, and an average increase in per capita tax levy of
55.8 percent, the individual rates of increase ranged from
35.3 percent to 108.1. Thus, the highest rate of increase
in the counties having the most rapid rate of population
growth was lower than the smallest rate of increase in
the group of counties having the largest population loss,
percentage wise, from 1940 to 1950.

Table 36. Changes in Per capita Property Taxes and
Population, by Counties, 1940 to 1950
Per capita
Levy Collectible:
County groups 1940 1950

Seven Counties in
which population
" decreased by more
than 10% from
1940 to 1950* . _...._.$34.46

Seven Counties in

which population

changed by less

than 2% (+ or -)

from 1940 to 1950".... 38.81 67.52 74.0
Six Counties in

which population

increased by more

than 10% from

1940 to 1950.° ... 39.86 62.04 55.6
All (99) Counties........ 36.03 67.28 86.7

Sources: lows $tate Tox Commission Reports; and U.S. Bureau of Consus,
= Apponouie, Davis, Harrison, Monona, Monroe, Ringgold, and Tavlor.

b Benton, Caroll, Chickasaw, Hardin, Marshall, Mitchell, and Sac,

< Black Hawk, Des Moincs, Dubuque, Linn, Polk, and Secott.

Percent
Increases
1940 to 1950

$75.14 118.0

In general the counties which bave suffered the great-
est loss in population are also the counties in which per
capita income is below the average for the State as a
whole and even further below the average per capita in- .
come in the areas which are gaining population. Thus,
the shift of population out of predominantly rural coun- -
ties is a factor in any explanstion of high per capita
governmental costs and also of the high ratio of taxes to
Personal Income in the State of Iowa. The contrast pre-
sented in Table 36 gains added significance when it is
realized at least some of the State aid programs rake
substantial contributions to the costs of local government
in the less heavily populated counties.

Employment and payrolls. State and local government
employment per 10,000 population, converted to a full-
time equivalent basis, is shown in Table 37 for lowa, and
tha United States. “Full-time equivalent employvment”
means simply that two half-time employees, for example,
are counted as one emplovee. Total state and local gov-
ernment employment measured in terms of a full-time
equivalent basis per 10,000 population varies from a low
of 213 in Kentucky to a high of 377 in Wyoming. The av-
erage for the United States is 273.2. About half the states
had less than 270 tull-time equivalent employees per 10,-
000 population. Towa, with almost 292 full-time equivalent
employees per 10,000 population, ranked 18th among the
48 states and was ahout T percent above the national
average. Nebraska, Kansas, and South Dakota in the
Northcentral area had total full-time employment per
10,000 population in excess of the Yowa figure. The lowest
rates of full-time employment per 10,000 population in
the Northcentral area were registered in Missouri, 1ili-
nois, Indiana, and Wisconsin.
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Table 37. Full-time Equivalent State and Local Govern-
ment Employment, per 10,000 Population, by function—
Towa and United States: Qctober, 1955

Towa,
as Per-
Iowa United States centof U.S.
Total, all functions...291.9 2732 106.8
Public schools* ... 1265 102.1 123.9
Highways . ... .. 34.0 27.0 1259
Health and hospitals 27.1 308 886
General control* ..._. 21.9 18.5 118.4
Police _.ioeen 9.4 15.3 61.4
Public welfare . __ - 85 8.2 137.1
Natural resources ... 5.9 6.8 86.8
Utilities and
liquor stores _..... 11.8 142 81
All other functions® .. 47.0 525 89.5

* Public elementary and sccondary education. Includes toaching «toff and
ell admioistrative, clerical, maintenance, and transportation cployese.

b Inclodes officials and emplovees engaged in legnlative, executive, judicial,
fiscal management, and general administrative activities.

¢ Includes fire, sanitation, parks and recreation housing end community
development, higher education and miscellgneons ioDs.

Source: U 5. Bureau of the Census, State Distribution of Pubiic Employ-
mant in 1955, Tuble 1), p. 21,

Two functions stand out rather clearly as being respon-
sible for the fact that full-time equivalent employment of
State and local governments in Iowa is in excess of the
national average. These functions are public schools and
highways. In October. 1955, the number of full-time
equivalent employees per 10,000 population required
to operate the public school system of Iowa was approxi-
mately 24 percent above the average number required to
operate the public school systems in the nation as a
whole. In terms of employment in highway functions,
Towa exceeded the national average rate by approxi-
mately 26 percent. Employment in genmeral control and
public weltare services was alse high in Iowa relative to
the national average but the absolute number of em-
plovees invoived in both of these functions is rather
small. Hence, the excess does not contribute significantly
10 an explanation of why lowa's total exceeds the nation-
al average total for all functions.

For the month of October, 1955, total State and local
payrolls in lowa were $22.2 million equivalent to .53
percent of the total income of residents of lowa in the
calendar year 1955. In comparison, the October, 1955,
monthly payrolls of state and local governments in the
nation as a whole were equal to only .47 percent of Per-
sonal In¢ome in the nation as a whole during 1955. The
fact that State and local employment in Iowa, relative to
the size of population, is higher than in the nation as a
whole and per capita income in Iowa is below that in the
nation as a whole would result in an even higher ratio
of government payrolls {o Personal Income were it not
for the fact that the average full-time employment pay
per person employed is somewhat below the national av-
erage in Iowa. On a full-time equivalent basis the total
number of State and local government employees in Jowa
was 78,570 in October, which with the payroll of $22.2
million indicates an average monthly pay per full-time
equivalent of $283. The national average computed in the
same manner was $316.

SUMMARY
The material presented in this chapier may be sum
marized as follows:

L In 1953, the latest year for which comparable date ave
evdilable for state and local units of government in all 48
states, total State and local per capita tax revenues in Towa
were 9 percent above the average for the 48 stotes as a

whole. In terms of State per capita tax revenues Iowa
ranked 29th; in terms of per capita local tax revenues,
lowa ranked 8th; and in terms of combined State end local
per capite tax revenues, Iowa ranked 12th gmong the 48
states.

. State and local tax revenues in Towa in 1958 were aqual to

9.22 percent of Personal Income in the State, as compared
with a ratio of 7.58 percent for State and local govemn-
ments in the entire nation. As measured by the percent of
Persongl Incoma devoted to State and local tax collections,
Iowa ranked 7th among the 48 states. However, becouse
the Federal tax system bears somewhat less heavily on Towa
taxpayers, in terms of Personul Income, the combined Fed-
eral, state, and local tax revenue in Iowa was glightly below
the average for all 48 states. In terms of the combined
Federal, State and local tax burden bome by lowans in
1953, as a percentage of their income, Iowas ranked 27th
among the 48 states.

. State tax revenues increased by a larger percentage in

Towe from 1953 to 1956 than in any other state in the
Northeentral area. The raia of increase in Iowa, 36 percent,
may be compared with the rate of incresse of 26.4 percent
for oll 48 states. However, the total State and local tax bur-
den in Iowa has not increased as rapidly os State tor col-
lections beocause local property tazes have risen less yapidly
from 1953 to 1956. As a result of the rapid increase in
State tax collections, Iowa ranked 19th in terms of per
capita tax collections in 1958, as compared with a rank of
89th in terms of the same measure In 1933,

. From 1946 to 1955 both State and local tax collections rove

more rapidly in Iowa than in the nation as a whole. On the
other hand, population and Personal Income increased less
in Iowa than in the nation as a whole. As a consequence
State and local taxes in lowa hove ingreased more rapidly
than in the nation as a whole whether measured in terms
of per capita revenue, or a5 a percentage of Personal In-
come.

. The high level o} governmental costs in Towa as reflected in

per copite tax collections and tax revenues as a percent of
income, is primarily attributable to substantiolly higher-
than-natienal everage revenucs for two mafor State and
local governmental functions: highways and the public
school system. For the school year 1853-54 current rev-
enues for elementary and secondary schools were $57 per
capita of the population in [owa as compared with £50
per capita in the nation ay a whole, In the calendar year
1854 current revenues for various categories of highways,
roads, and streets derived from State sources amount to
$34.05 per capita in lowa as compared to 24.01 per capita
in the nation as @ whole. As per oapita Personal Income in
Towa is below the national auverage, these higher-than-
netional average per capita revenue rateés mean that lowans
are devoting a substantially larger percentage of their Per-
sonal Income to these two functions than is true in the
nation as ¢ whole.

. Per capita county property tax levies have increased much

more sharply in counties with declining populations than
in those counties containing urban centers in which there
is substantial growth of population.

. For all functions of State and local government, Iowa re-

quires g larger number of employees relative to the popu-
lation than is true of State ond local government in the
United tSates as @ whole. In October, 1955, for all func-
tions, Towa required almost 7 percent more employees per
10,000 employees than the gverage for all states. The em-
ployment data substantiate the financial date in indi-
cating that it is primarily in the public school system and
in the State and local highway and street functions that
governmental costs in Towa ore above national average




CHAPTER |V

Sources of Governmental Revenues in lowa

1. STATE AND LOCAL GENERAL REVENUES.

Combined state and local tax and nontax revenyes for
1955 are shown in Table 38 for Iowa and for the United
States. As presented in this table, “general revenue’ in-
cludes all taxes, charges and miscellaneous revenues,
and financial aids from the federal to state governments.
Insurance trust fund revenues and the receipts of state
liquor store systems are excluded from this measure of

general revenue. Federal aids paid directly to local units
of government are also excluded from the figures for
both Towa and the nation. Finally, all transfers of rev-
enues between state govermments and subsidiary units
of local government are excluded to avoid double count-
ing in the measure of revenues, As a consequence of
the exclusion of transfers of revenue among various units
of government, the data presented in Table 38 cannot be
used to show the use or expenditure of funds at the vari-

TABLE 38, SQURCES OF STATE AND LOCAL GENERAL REVENUES, 1955:
fowa and the United States
10WA _UNITED STATES
Sourses Amount Percent  Percent Amount Rercent  Percent
{, 000) of Gen, of alltax (000, G00) of Gen,  of all tax
Revenue Revenue Revenue Revenue
Total State and Local general revenue $539,047 3/ 100, 0 330,704 100.0
Swate; $268, 950 49.9 $15,967 52.0
Aids from federal governoment 48,574 9,0 2,762 9,0
Gharges and miscellaneous reveriues 22,526 . 4,2 1,608 5.2
Taxes: 197,850 36,7 48,17 11,5697 31, g 49,4
General sales & use 65,666 12,2 15,5 2,837 8. il, 2
Highway user b/ 83,813 15.5 19,8 3,537 11.5 15.1
Individual & Corp. income 24,184 4.5 5.7 1,831 6,0 7.8
Death and Gift 4,701 0.9 1.1 249 0.8 11
Property 133 d4/ a4/ 412 1.3 1.8
Alcohol{c beverage, incl, licenses 3,287 0,6 0.8 491 1.8 2,1
Tobacco products 7,020 1.3 1.7 508 L9 2.2
All other state taxes 9,046 1.1 2.1 1,932 €.3 8,2
Local General Revenue from “own sowces”; 270, 097 50,1 14,737 48,0
Charges & miscelianeous revenues 43,940 ¢/ 8.2 2,881 9.3
Taxes: 226, 157 41,9 53,3 11,886 8,17 50,6
Property 220,707 40.9 52,0 10,323 33.6 &0
All other taxes 5,450 g/ 1.6 1.3 1,563 §.1 .6
Addendym: _
Total State & local taxes $424, 007 78,7 100. 0 $23,483 76,5 100.0

——— ——

3/, Differs from amount shown {n Table 1 because total shown in this table is exclusive of profits of State liquor stozes, $7.5
million {n 1955, Toal also excludes direct Federal aids to local governments, wtility and liquor store ravenues, and in-

surance trust revenues for lowa and the Unfted States,

b/. Motor vehicle fual taxes, vehicle and operators’ licenses,

&/, Estimated on basis of amount reported by U, S, Bureau of Census for 1953, It is assumed that local "charges and miscel-
laneous revenues”, and local non-property taxes have increased by same petcentage ss local property taxes from 1953 to

1955,

d/. Less than . 05 percent.

Sources: U, 5. Burezu of the Census and lowa State Tax Commissfon.

4“4
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ous levels of government in the State of Iowa or in the
nation as a whole.

In general. the overall structure of State and local
revenue in [owa is quite similar to the average pattern
of revenue for state and local governments in the nation
as a whole. Approximately one-half of all state and local
general revenue i3 raiged at the State level in lowa, as
compared with 52 percent at the State leve! in the nation
as a whole. The changes in the State tax system enacted
by the 56th General Assembly, which are not reflected in
the data for 1953, have probably had the effect of bring-
ing the Iowa revenue structure even more closely into
conformance with the average for all states,

Charges and miscellaneous revenues provide a some-
what smaller portion of total State general revenue in
lowa than is the case in the nation as a whole. In 18335,
taxes were salso slightly less important as a source of
general revenue for the State of Iowa than in the 43
states as a whole. The composition of State tax rev-
enues in Iowa differs significantly from the average for
all states.

A slightly larger percentage of total State and local
revenue is raised at the local Jevel in lowa than is raised
iocally in the nation as a whole. Moreover, within the
total of Jocally raised revenues, taxes play a more im-
portant role and charges and miscellaneous revenues a
less important role in lowa than in the nation. Perhaps
the most significant difference between the JIowa and the
national average pattern of revenues as presented in
Table 38 is the heavier reliance on property taxation as
a source of local revenue in Iowa than in the nation as
a whole. In lowa almost 41 percent of combined State
and local general revenue is supplied by locally imposed
property taxes, as compared with only 33.6 percent of
state and local general revenue from property taxation
in the nation as a whole. A part of this difference is at-
tributable to the fact that nonproperty forms of local
taxation are much more widely used in other states than
in Iowa. In Iowa nonproperty taxes supply an estimated
2.5 percent of total local taxes. In the nation as a whole
nonproperty taxes supplied about 13 percent of total local
taxes in 18585; in the nation's cities, nonproperty tax
sources supply approximately 26 percent of total city
tax revenues. The major nonproperty forms of local tax-
ation are sales taxes and income taxes, neither of which
is used by local governments in lowa.

In Towa, taxes of all types accounted for 78.7 percent
of total State and local general revenue, as compared
with 76.5 percent of the general revenue of state and
local governments in the nation as a whole.

The relative importance of the various sources of tax
revenue of State and local governments in Jowa and in
the United States is shown in Columns 3 and 8, respect-
ively, of Table 38. In 1935, the State government of lowa
received 46.7 percent of all State and local tax revenues,
ag compared with 53.3 percent received by local units
of government, almost all of the latter being tfaxes on
property. In the United States as a whole, in the same
year, state governments accounted for 49.4 percent of
combined state and local tax levies as compared with

50.6 percent accounted for by local taxation. Nonproperty
forms of taxation supplied a substantially larger fraction
of total local taxes in the pation as a wheole than in Towa.

2. COMPARATIVE SOURCES OF STATE TAX
COLLECTIONS IN 1956,

The wvarigus sources of siate tax revenue in eleven
Northcentral states and in the United States as a whole
are pregsented in Table 38, It should be noted that these
data exclude local tax revenues. The surn of the row for
each state adds to 100 percent. Thus the figures may be
read as the percent of total state tax revenue derived
from each of the various sources shown across the head-
ing of Table 39.

The tax systems of the 48 states demonstrate an al-
moest infinite variety of tax sources. Within the eleven-
state area the major patterns of state tax sources are
tairly well represented. There are four states which
make n¢ use of either individual or corporate income
taxes; four states employ both income and sales taxa-
tion; two states employ relatively heavy income taxation
but use no general sales taxes; and one state—Nebraska
—employs neither general sales nor income taxes. To
facilitate comparison, these groupings are shown separ-
atelv in Table 39

In 1956 the State government of lowa derived approxi-
mately 35 percent of its total tax vevenues irorn the re-
tail sales and use taxes, as compared with an gverage
for all 48 states of about 23 percent {rom this source.
Iowa also differs from the average for the 43 states in
the importance of highway-user taxes in the State's tax
structure. Iowa derived almost 42 percent of all State
tax revenues {rom motor vehicle fuel taxes and motor
vehicle and vchicie operators’ licenses in 1956, ag com.
pared with slightly less than 30 percent from these same
sources in the 48 states as a whole,

The Towa individual income tax produced almost 11
percent of {otal State tax revenues in 1956. In the nation
as a whole, including the seventeen states which do not
levy individual income taxes, this source of revenue ac-
counted for 10.3 percent of state tax collections. The cor-
poration net income tax is a less important source of
State tax revenue in Iowa than in either Kansas or North
Dakota, and much less important as a source of state
tax revenue than in Wisconsin or Minnesota. The very
minor contribution of the corporate net income tax to
total tax revenues in South Dakota reflects the fact that
the South Dakota tax is applicable only to certain finan-
cial institutions and not to corporations in general as is
the case in Jowa and most other states levying a cor-
porate net income tax. In the nation as a whole, corper-
ate net income taxation provided 6.6 percent of state tax
revenues in all states, as compared with 1.4 percent in
lowa.

Within the eleven-state area only Nebraska derived a
major portion of revenue from state levies on property.
Property taxes, together with highway-user taxes, pro-
vide 82 percent of all state tax revenues in Nebraska.
However, a number of states in the Northcentral area,
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TASLE 35. SOURCES OF STATE TAX COLLECTIONS, 1956
Eleven Northcentral States and United States

(Percent of tota) tax collections) Selective Exclses
Seate Genera) Sales  Highway User Individual Corporation Property Alcoholic Tobacco Insurance Gen, Corp, and All Other Taxes
and Use Taxes Taxes a/ Income Income Tax Beverages Products Premiums other licenses b/ and Licenses
States with no income wxes:
Michigan 43,0 2. 8 --- -~ 5.2 1o 33 2.2 8.2 10.1¢/
Indisns 41,8 34,1 . . 5.4 5,0 5.0 2.8 3,9 2.0
Diinois 40,1 32.9 -mw - 0,1 4,1 5.1 3,8 2.4 1. ﬁjl
South Dakota ¢/ 38,7 3.9 .- 0.4¢/ L5 48 38 30 4.5 8.48/
States with incoine and sales taxes:
Missour! 39.0 29,2 13,8 d/ 4/ 3.8 2.2 2.9 4,1 4.8 0.9
10WA as. 0 41,9 10,9 174 0,1 1.4 3.1 2.6 16 21
Kansas 92,3 35,0 8,0 2.8 8.1 3,1 2.4 3.0 2,8 18
Morth Dakota 25,2 40,8 5.5 2.3 52 5.8 5.6 2.3 3,8 4.3
Starey with no general sales tax:
Wisconsin ew 30,2 20 4 15.2 8,9 4.0 4.3 2.2 2.3 5.5
Minnesota .- 28,8 21,7 7.2 5.6 5.4 4.5 2.6 3,0 2.2h/
States with neither general sates
nor income (axes;
Nebeaska .. 49,5 .- .-e 32,8 8.5 5.3 4.3 3.4 1.6
United States (48 States) 22,7 29,8 10,3 6.6 3.5 4,1 3.8 3.0 5.5 10, 'l_i./

a/. Motor vehicle fuel taxes, and vehicle and operators' licenses,

b/, Includes general cotporation licenses, and lcenses for public utilldes, alcohollc beverages, chaln stores, places of
amusement, hunting and fishing, other occupations and businesses, and miscellaneous,

¢/. South Dakota tmposes a corporate income tax only on certain financial buslnesses,
4/, Individual income tax includes corporation {ncome tax collections,

e/, Tax on adjusted business recelpis {value added) accoun for 7, B percent of Michigan tax collections,
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I/, Selective exclses imposed on sales of public utilitles, and on parimuruels account for 5, 8 percent, and 2,8 percént,
respectively, of tax collections in Illinols,

g/. Tax on motor vehicles accounts for 4,5 percent of tax collectton In Souch Daloota; severance tax, 1,4 percént,

b/, Severance taxes and wax on recelpts of public udlities account for 12, 2 percent, and 7, 0 percent, respectively, of
tax collections in Minnesota,

§/. Includes raxes on: Receipts of public wtilides, 2,3 percent; patimutuels, i, 5 percent; severance of natural rescurces,
2.7 percent; and estams, inherllances and gifu, 2, 3 percent,

Source: U.S, Bueau of the Census, State Tax Collections in 1956,




CHART 10. SOURGES OF STATE TAX REVENUES, 1956
(PERCENT OF TOTAL)
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including Wisconsin, Minnesota, Kansas, Michigan and
Indiana, derive significant revenues from general levies
on property. Iowa and Illinois have, for all practical
purposes, abandoned state levies on property for general
revenue purposes.

In gencral, the states which impose a retail sales tax
do not derive as large percentages from selective ex-
cises as 15 the case in states which do not impose gener-
al retail sales and gross receipts taxes. Iowa derives a
smaller percentage from the selective excises shown in
Table 39 than any other state with the exception of Mich-
igan. However, if the profits of the Iowa liguor store
system are included with alcoholic beverage excise tax-
es, [owa derives approximately 4.5 to 5 percent of its
total tax revenue from profits and taxes on aleoholic
beverages. The inclusion of profits from state-operated
liquor stores in Michigan would also raise the alcoholic
beverage figure for that state to more than 5 percent.
Thus, the tax data for Michigan and lIowa understate the
importarce of revenues from alcoholic beverages in the
revenue systems of the states shown in Table 39.

The percentages of tax revenue derived from a variety
of tax sources and licenses are presented in the final
column of Table 39. The footnotes to this column provide
brief explanations where substantial fractions of total
tax collections are involved. In South Dakota a maior
portion of the 8.4 percent of miscellaneous tax revenues
is accounted for by a sales tax imposed on motor ve-
hicles. In Iowa, and in most othexr sales tax states, simi-
lar revenues are included as a part of general sales and
use tax receipts. In Michigan the major source of rev-
enue included in the final column, is the Michigan tax on
adjusted business receipts, or tax on value added. in
Minnesota, the bulk of the miscellaneocus category of tax
revenue 15 accounted for by severance taxes and taxes
on receipts of public utilities. The latter is included in
the general retail sales and use tax classification in
Iowa and some other states, '

3. RETAIL SALES AND USE TAXES.

The retail sales and use taxes are second only to
highway-user taxes as a source of State tax revenue in
Iowa. Sales and use tax receipts provided 49 percent of
the revenue available to the General Fund of Iowa and,
in addition, provided %$13.4 million of revenue for the
Road Use Tax Fund in the fiscal year 1956.

The major role of sales and use taxes in the Iowa tax
system is by no means unigue. During the fiscal year
ending June 30, 1956, 33 states derived significant rev-
enues irom one or more forms of sales or gross receipts
taxation. Approximately two-thirds of these states enact-
ed their sales taxes during the 1930's. Ten states have
enacted sales taxes since the end of World War II. The
rates, yields, and two measures of the relative impact
of general sales and gross receipts taxes are shown in
Table 40 for the 33 states employing such taxes during
the fiscal year 19586.

Types of Taxes. Although the various taxes included in
Tabhle 40 have many characteristics in common, there
are four rather distinct types represented in the table.
The most common type of tax is the retail sales tax.
Typically this tax is a one-stage levy imposed on the
sales of tangible personal property to final consumers.
It is by no means uncommon to find some services, such
as public utility services and admissions, included in the
retail sales tax base. Iowa is a rather typical state in
this respect. In most states employing retail sales taxes,
goods for use in further processing and goods for resale
are usually exempt from the tax. Other common exemp-
tions under retail sales taxes include sales to governs
mental agencies and nonprofit organizations; sales of
farm products by original producers; and sales of feeds,

seeds, fertilizers and other supplies used in agriculture.
Nine states exempt some or all food from the retail
sales taxes. In general, the states which have enacted
retail sales taxes since the end of World War II have
tended to exempt food to a greater extent than the states
which enacted such taxes earlier. Certain types of cloth-
ing are exempt in two states, while medicine is exempt
in six states. Beer, cigarettes, oleomargarine, motor ve-
hicle fuels and other commodities subject to special ex-
cise taxes are typically exempt from the general retail
sales taxes However, there 15 an increasing tendency
to remove these exemptions, as has been done in Iowa,

Retail sales tax rates range from .5 pereent in Indiana
t0 3.33 percent in the State of Washington. The number
of states using the various rates is shown in the tabu-
lation below:

Rateon Number of
Retail Sales States
bopercent e 1 (Indiana)
% TS 2 (Illinois and Jowa)
3.0 7 e . 12
333 e 1 (Washington)

Until recently, retail sales tax rates were usually 2
percent. But the majority of the states which have c¢n-
acted the tax since the end of World War Il have im-
posed higher rates, and many of the states which for-
merly employed the 2 percent rates have raised the rate
in recent years. In addition to the rates shown in the
tabulation above, several of the states permit local units
of government to levy additional sales taxes for local
purposes,

The second type of tax for which data are presented
in Table 40 is the general sales tax. This form of taxa-
tion is employved in Arizona, Mississippi, North Carolina,
and West Virginia. In addition to being applicable to
retail sales, the general sales tax also applies to whole-
sale transactions and sales of extractive and/or manu-
facturing industries. States employing general sales
taxes typically use several different rates for the various
types of transactions subject to the tax. In Arizona, for
example, the 2 percent rate applicable to retail sales
alsc applies to receipts from rental of hotel rooms and
other lodging places, and to receipts from amusements.
But certain wholesale sales are taxed at .25 percent,
and mining, printing, publishing, restaurants, contract-
ing, transportation and public utility receipts are taxable
at 1 percent.

In Mississippi wholesalers, jobbers, and sub-contrac-
tors are taxed at 1.25 percent of receipts; sales of farm
tractors, gas or electricity for industrial use, and con-
tractors are taxed at 1 percent, The Mississippi tax is
also applicable to several types of services, including
hotel and lodging places, laundries and dry cleaning
establishments, exterminating and installation services
and auto repairs. In North Carolina wholesalers’ sales
are taxable at a rate of .05 percent. The retail rate of
3 percent in Nerth Carclina is limited to a maximum
tax of $15 on any one article. Food is also exempt from
the retail sales tax in North Carolina. The ceiling and
the exemption of food account for the rather moderate
yield of sales taxation in North Carolina despite the
high retail rate and the inclusion of wholesalers’ sales
in the tax base-

In West Virginia where this type of taxation has heen
employed longer than in any other American state there
15 a comiplex set ¢f rates applicable to the various types
of businesses. The retail sales tax of 2 percent is supple-
mented by an additional tax ¢f .5 percent on retailers’
receipts. The extraction of minerals is faxed at rates
ranging from 1.3 percent to 7.8 percent. Manufacturers’
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TABLE 40,
GENERAL SALES AND GROSS RECEIPTS TAX RATES AND COLLECTIONS,
Fiscal Year 1958, by States,
Rates, Fiscal Year, 1956 Sales Tax Collections, 1958
State Retail Sales ‘ Other Amount Per Capita Bercent of
Transactions (., 000y Pers, Income
Alabama 3% a/ $ 68,128 $ 22,46 1.85
Arizona _f/ 2 .25102,0% 31,872 32.52 2.01
Arkansas 2 —-- 31,835 17.79 1,66
California g/_f/ 3 - 564,876 43,34 1,92
Coleorado _[/ 2 --- 40.4‘7‘2‘ 26,13 1,48
Connecticut b/c/ 3 --- 70,313 31,38 1,28
Florida p_/_c_/ 3 - 86, 095 24, 84 1.45
Georgia 3 - 119,230 32,93 2,44
Illipois e/f/ 2,5 -=- 257,021 27. 48 1,22
Indiana .5 25wl 0% 116,101 26, 81 1.42
10WA 2.5 .- 80,582 29,93 1.91
Kansas 2 ~—- 51,593 25, 04 1,52
Louvisiana i/ 2 .= 13,576 25,14 1,88
Maine 2/ s - 16,009 17,69 1.11
Maryland b/ 2 --- 41,891 15. 62 0,76
Michigan 3 --- 326,476 45,12 2,09
Misslssippi_f/ 3 125160 2.0% 45,101 21, 36 2.23
M{ssourt 2 - 100,440 24,3883 1,33
Nevada 2 .- 6,699 29,77 1.17
New Mexicoi/ 2 B0 2.0% 38,545 4219 2,96
North Carclina b/ 3 L 05 71,485 16.68 1,33
North Dakota 2 e 13,152 20,48 *1.49
Chio _iz/ 3 --- 239,951 25. 65 1,25
Oklahoma 2 - 4%,159 22,67 1.48
Pennsylvania b/d/f/ 1 --- 84,651 3.10 0.17
Rhode Island 2/- 2 - 314,855 17,58 0,93
South Carolina 3 --- 52,880 23,16 2.07
South Dakota 3 .- 18,728 27,66 2,20
Tennessee 3 -—— 89,0488 26,07 2,08
Uteh 2 --- 21,994 28,16 1,78
wWashington f/ 3.38 016w 8% 187, 281 72.817 3.62
West Virginia 2 L1950 7.8% 71, 446 35,69 2.80
Wyoming 2 - 9,317 30, 45 1.70
Total, 33 States - - 3,025, 660 27,10 1.58

3/, The rate is 1 percent on certain motor vehicles.

b/, Sales of food exempt in varying degrees,

¢/. Parual exemption of clothing; children's clothing in Florida, clothing costing less than $10 in Connecticut,

4/, Tax not in effect for full fiscal year,
e/. Rate applies to 98 percent of sales.

/. Local units of government alo levy general sales taxes at rates in addition to those shown,

Sources: YU,S. Bureau of me Census, State Tax Collectons in 1956; the Tax Foundation, Facts and Figures on Government

Finance, 1954 - 1955, and Tax Review, October, 1955,
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sales are taxed at .39 percent, receipts of public utilities
at rates ranging from 1.3 to 52 percent, contractors at
2 percent, receipts from amusements at .65 percent, and
service businesses, rents, and royalty payments are tax-
able at 1 percent. Hotel rentals, personsl services, and
a variety of business services in addition to those speci-
ically noted above, as well as printing and publishing,
are taxable under the general sales taxes in West Vir-
ginia but are not taxable under the retail sales rate.

A third type of tax, the gross receipts tax, is imposed
in the States of Washington and New Mexico, Gross re-
ceipts taxes have an even broader base than the general
sales taxes discussed above. This type of tax applies
not only to retail sales and the receipts of other types
of businesses, but also to personal and professional ser-
vices. New Mexico, in addition to a 2 percent tax on
retail sales, levies a tax of .125 percent on the gross
receipts of wholesalers, 25 percent on manufacturing
and lumbering, .5 percent on extractive industries, smel-
ting, and cleaning and threshing of agricultural products,
and 1 percent on sales of new or second-hand auto-
mobiles, trucks, and tractors. Virtually all receipts
from commissions, factors, agents and brokers’ fees and
service businesses, amusements and utilities are taxed
at the 2 percent rate,

The State of Washington makes the most intensive
and extensive use of taxes on sales and gross receipts of
any of the 33 states employing this form of taxation. In
addition to the highest rate of taxation on retail sales,
8 1/3 percent, retailers are subject to a gross receipts
tax of .4 percent along with wholesalers, extractive in-
dustries, manufacturers, printing and publishing, and
road construction. Grain wholesalers are subject to a
rate of taxation of .016 percent. Practically all services,
including professional, medical, legal and dental and all
other businesses are taxable at a rate of .8 percent of
gross receipts. The rates as designated above include a
60 percent surtax effective during the fiscal year 1956,

The fourth type of tax included in Table 40 is the
gross income (sometimes called the gross transaction)
tax employed in Indiana. The Indiana gross income tax
may be characterized as a combination flat rate per-
sonsl income tax and a classified tax on business re.
ceipts. Three rates are employved. Sales for resale, re-
ceipts from industrial processing, sales of drugs, medi-
cal and dental preparations for use by hospitals, doctors,
dentists and barbers, sales of material and supplies used
in industrial cleaning, sales of tangible personal property
used in the production of public utility services, re-
ceipts from display advertising, and sales of farm pro-
ducts in the normal channels of trade are taxable at
.25 percent. The receipts of laundry and dry cleaning
establishments and retail merchants selling at retail
are taxable at .5 percent. All other receipts are taxable
at a rate of 1 percent. Transactions taxable at 1 percent
include receipts of electrical, gas, water, and sewage
utilities, gross income from transportation and ¢communi-
cation, the gross earnings of financial institutions and
grain handlers, and gross income from professional ser-
vices, personal services, sales of real estate, rentals,
funds received for performance of contracts, investment
of capital, and in general, wage and salary income.

The Yield of Sales and Gross Receipis Taxes. The
vield from the various types of taxes shown in Table
40 are determined by the coverage of the tax, the level
of income in the various states, the rates employed,
exemptions and the effectiveness of tax administration.
In the 33 states listed in Table 40, the yield ranges from
$72.87 per capita in the State of Washington to less than
820 per capita in several states. The exceptionally low
per capita vield in the State of Pennsylvania is ex-
plained in the footnotes to Table 40. The average per
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capita yield of sales and gross receipts taxes in the 33
states is $27.70. One-half the states have a per capita
vield of more than $26. Iowa ranks 10th from the top
among the 33 states in terms of per capita yield with
receipts per person of slightly less than $30 in the fiscal
year 1958. Most of the states which rank higher than
Iowa in terms of per capita yield are states in which the
rate is 3 percent, or states in which some type of gen-
eral sales or gross receipts tax is applied to transac-
tions in addition to the tax on sales at retail. It will be
noted that a number of states with 3 percent rates have
lower per capita yields than is found in Iowa. This may
be attributable to one or both of two factors: (1) the
states have very low per capita income and hence tend
to have low per capita retail sales, or (2) the states
exempt food from the retail sales tax. :

An alternative measure of the economic impact of
general sales and gross receipts taxation is provided in
the last column of Table 40. In this column total collec-
tions from these taxes are expressed as a percent of the
Personal Income received by residents of the states. In
the 33 states ernploying retail and/or general sales and
gross receipts texes, such levies were eguivalent to
1.53 percent of Personal Income in 1956. Approximately
one-half of the states collected an amount greater than
1.66 percent of Personal Income. Iowa ranks 12th from
the top among the 33 states in terms of the ratio of
sales tax collections to Personal Income. In this mea-
sure it will be noted that some states such as Mississip-
pi. which ranked well below Iowa on a per capita basis,
rank above Towa in terms of the percentage of income
absorbed by sales and receipts taxes. The top 3 states-
Washington, New Mexico, and West Virginia - all em-
ploy multi-stage sales and receipts taxes. Georgia ranks
4th in terms of the measure shown in the last column,
primarily as a result of the high rate, the fact that food
is not exempt, and the lower-than-national average level
of per capita income in this state. Most of the other
states which rank higher than Iowa either employ multi-
stage taxes or impose rates higher than the 2.5 percent
rate in Jowa.

There is also a tendency for sales and gross receipts
taxes to be higher relative to Personal Income in states
with low per capita income than in states with high per
capita income. The states which rank low in terms of
the percent of Personal Income absorbed by sales and
gross receipts taxes are generally those states employ-
ing a 2 percent rate and/or exempting food from the
sales tax levy. Florida, for example, despite the fact
that it employs a rate of 3 percent, ranks well down
the list in terms of the measures shown in the last
column of Table 40. This low ranking is attributable pri-
marily to the exemption of food and certain types of
clothing.

Stability of Yield of Sales Taxes. In view of the fact
that sales taxes supply an important share of general
revenue in Iowa and in some 30 other states, the
question of the stability of the yield from these taxes
has become a significant one. The yield from these tax-
es fluctuates roughly in proportion to changes in the dol-
lar volume of business. In turn, the volume of trans-
actions subject to these taxes is closely related to the
amount of total Personal Income.

In the tabulation below changes in the sales tax yields
of 2 number of representative states are measured rela-
tive to changes in Personal Income. The figures in the
last ¢olumn of this tabulation show the average percen-
tage change in tax yield accompanying a 10 percent
change in Personal Income in the respective states, as-
suming all features of the tax, such as coverage, the
definition of the tax base, and the rate structure remain
unchanged. The measures shown in the final column have
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been adjusted to exclude the long-run effects of changes
in population, economic growth, and changing consump-
tion habits. Thus, the measure reflects only the cyclical
variability of sales tax revenues. In general, sales tax
revenues tend to vary roughly in proportion to changes
in Personal Income. To the extent that changes in Per-
sonal Income represent merely changes in the general
price level, sales taxes would yield a comparatively con-
stant volume of tax revenue measured in terms of the
purchasing power of that tax revenue.*

Stability of Yield of
Sales Taxes in Selected States

Percent change
in tax yield with a

Period 10 percent change in
State Covered Personal Income
Ohio oo 1937-48 9.9 pereent
North Carolina _...._...._._. 1940-49 10.0
IOWA e 1935-49 10.2
MiSSOUri oo 1938-49 10.3
Michigan _..._ revoneenne.—1934-49 109
California _.. reereernnar.. 193449 11.1
Ilinois ... 1934248 111

Because of the importance of sales and use tax reven-
ues in the Iowa state tax gyatem, as well as the pre-
sence of other taxes which tend to vary roughly in pro-
portion to changes in Personal Income, the yield of the
Iowa State tax system as a whole tends to rise or fall
approximately 8 percent with an increase, or decrease,
of 10 percent in the Personal Income of the residents of
the State. Combined State and local tax revenues in owa
are much less sensitive than state tax collections to
changes in Personal Income. For the combined State and
local tax system a change of 10 percent in Persconal in-
come tends to be accompanied by a change of only $
percent in total tax revenue. The foregoing measures of
stability are all computed on the basis of the tax sys-
tem as it existed in 1848,

The total tax system of the State of Towa i3 some-
vhat more sensitive to changes in Personal Income
than the tax systemns of Illinois, Michigan, and Ohio
where individual and corporate net income taxes are not
empleoyed. The Towa system has about the same degree
of stability, relative to changes in income, as the tax
systems of Indiana and Minnesota. However, the ITowa
tax system is less sensitive to changes in the level of
income than the tax system of the state of Wisconsin.

The Regressive Incidence of Sales Taxes. One of the
major objections which is usually brought against
sales taxes of the type employed in lowa is that such
taxes impose & heavier burden on taxpayers in the lower
income groups than on taxpayers with larger incomes.
The regressivity of sales taxation stems primarily from
the fact that low income groups spend a larger percent-
age of their income on taxable goods and services than
is spent by individuals in higher income brackets.

The estimated incidence of a 2 percent sales tax, by
level of disposable income, is shown in Table 41. The
lowest income group, with average income of $705 after
Federal and State income taxes, paid sales taxes, un-
der a 2 percent rate, equivalent to 2,10 percent of dis-
posable income in Case 1. Sales taxes paid, as a percen-
tage of income, decline as the income level rises, reach-
ing a rate of 1.22 percent for incomes of over $10,000.
Case I, as presented in this table, represents an assumed
retail sales tax base virtually identical to the present
Iowa retail sales tax base.

* The measure of tox stabiﬁg are token from H. M. Groves and C. H.
Kahn, “The Stablity of State Local Tax Yields,” The Amerfcan Economic
Reviww, Mach, 1952, p. 90.

Table 41. Estimated Burden of & Two Percent Sales Tax,
by Level of Disposable Income

Disposable Aversge Sales Tax, as Percent
Income Income at of Disposable Income
Levels* Each Level CaseI® Case II*

Under $1,000 ........—....$ 705 210 1.25
1,000-1999 .. _ . ... 1572 1.53 .87
2,000-299% . __ ... __ — 2,666 1.30 23
3.000-3900 _ .. _. 3,544 1.55 1.00
4,000-4,999 . _....._. - 4,742 1.36 92
5,000-5,999 ........_._ 5554 1.53 1.05
6,000-7,499 . _ . ... 6,698 1.46 1.00
7,500-9,999 ... 8,549 1.39 .94
Over 10,600 ._. ... 14,131 1.22 .99
All levels ... 4,193 1.44 98

& Disposal income i money income aftor Federal and State individual in-
cotne taxes.

* Case [, Broad base, food, cigarcttcs, alcobolic beverages, texable, Roughly
same base as presgnt lowa retail aales tex.

¢ Cose 11, &od for home consurnption, alooholic beverage:, and tobacco

T exempl.

Source: U.S. Bureau of Labor Statistics data, at r:fortcd in Business News
Notes, School of Business Adrhinistration, University of Minnesota, sulz, 1958,
a?;a in this table are for 207 urban familics Minneapolts and St Peul,
Minncsota,

The major reason for the regressive tendency noted
in Table 41 for Case I is the fact that food is subject to
the sales tax. With food exempt (Case II), the heavier
impact of sales taxation on the lower income families
virtually disappears. With the exception of the very
lowest level of income, a sales tax with food exempt
exacts a tax burden roughly proportional to disposable
income.

The sample of family expenditures on which the com-
putations shown in Table 41 have been based compris-
ed 207 urban families in Minneapolis and St. Paul. These
data were compiled by the United States Bureau of La-
bor Statistics and represent family spending patterns in
1950, Similar studies have been made in a number of
other urban areas in the country with generally similar
results. While the data presented i Table 41 may repre-
sent with a reasonable degree of accuracy the incidence
of sales taxes on urban families in Iowa, it does not
necessarily follow that the pattern of incidence would be
similar for rural families, particulariy if all taxable ex-
penditures for farm equipment and building materials
were included.

The relative importance of the tax revenue from sales
of food is suggested by the data presented in Table 42.
In the fiscal year 1955 almost 22 percent of the total col-
lections from the lowa sales tax were derived from busi-
nesses classified as food stores. It may be assumed that
a significant part of the sales of these stores - partic-
larly the modern food supermarket - are sales of items
other than food for human consumption. On the other
hand, there are undoubtedly some food sales made by
stores classified in other categories by the State Tax
Commission. The exemption of food for consumption in
homes would probably reduce the yield of present sales
tax revenues by approximately 20 percent. This percen-
tage, it may be noted, is about the same reduction
that has been experienced in other states where food,
originally taxable, has been made exempt.

With respect to the regressive feature of retail sales
taxes of the type employed in Jowa, the major issues
may be summarized as follows:

1. The tax i regresstve, that is, it bears more heavily on
lower income groups than upon those in higher income
brackets becouse lower income groups tend to spend a
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Table 42. Retail Sales Tax Collections in lowa, 1953,
by Type of Business

Percent
Amount of
Business Classification (,000) Total
Food group, except restaurants .._.....$11,864 21.6
Restaurants, cafes, lunch rooms ... - 2214 4.0
Apparel stores ... e 2,513 4.6
General merchandise group . 14,182 259
Department and general stores ... ... 4,717 g8
Hardware, implements, and
farm machinery ... ... 4,444 8.1
Drug stores ... 1.634 3.0
Household apphance electric stoves 1,440 286
Variety stores, toy shops ... 1,019 1.9
Other general merchandise ... .. 928 1.7
Furniture, fixtures and equipment ....... 2,211 4.0
Motor vehicle, accesories, repairs ...._... 5,145 9.4
Lumber and bu:ldmg materials ... 105
Service group . ; 28
Public utilities 8.2
State liguor stores ... 14
Taxed gasoline sales ......... . 1.7
All other, less refunds ....__........% . °9
Total, net of refunds ... ....$54874 100.0

Source, State Tax Commission.

larger fraction of their income for taxable commodities.
This feature of the tax can be mitigated by the exemption
of food. But such an cxemption terds to complicate ad-
ministration and to reduce the yisld by approximately 30
percent.

2. The regressivity of sales taxes of the type employed in
Iowa {5 to some extent offset by the use of State and Fed-
eral individual income taxes imposed at progressive rates.
Thus, the regressivity of g sales tax, which might be con-
sidered @ serious objection if this were the sole source of
tax revenus, may not be of decisive importance when the
sales tax is employed as ong part of a diversified tax system
which containg progressive elements, such as the indi-
vidual income tax. In this connection, it may be noted that
present lowa individual income tuxes rather generally ex-
empt the very low income groups in which the regressivity
nf sales taxes ix most noticeable,

8. At present lovels of income and employment relatively few
taxpayers fall in the very low brackets in which regressivity
fs most serious. However, it should be noted thet many re-
tired individuals do have incomes in these lower brackets
and thus, sales taxation imposes comparative heavy burdens
on individuals.

Taxation of Services. Most of the states which employ
a single stage retail sales tax such as is employed in
lowa, tax very few services., Nine of the states using
this type of tax levy the tax on receipts of hotels, and
other lodging places. Thirteen apply the tax to receipts
from leases or rentals of one form or another. Five
states apply their retail sales taxes to the transportation
of persons: four to type setting: three to repair serv-
ices, auto storage and parking lots, auto refinishing, and
laundries and dry cleaning establishments. Two states
apply retail sales taxes to receipts of painters and paper-
hangers; receipts from instaliation services; auto wash-
g and lubrication:; funeral services; exterminating

services; advertising agencies; and newspaper sales are
subject to retail sales taxes in at least one state.

In states employing gross receipts taxes virtually all
of these services, as well ag other services, are subject
to tax. Hospital services are the only category which are
not taxable in any state under any of the sales or gross

receipts types of taxes. In states emploving gross in-
come taxes most services are subject to taxation. The
greatest degree of taxation of services is to be found in
the states of Louisiana, Washington and West Virginia *

Use Tax. Virtuallv all of the states shown in Table 40
impose use taxes, with the tax bage defined in roughly
the same manner as the tax base for the sales or gross
receipts tax. The purpose of the use taxes is generally
to prevent avoidance of the sales tax by out-of-state
purchases and, incidentally, to afford some degree of pro-
tectton to merchants in border areas of the states. One
of the major problems encountered in cornection with
the use tax in Ilowa and in other states is the problem
of discovering certain tvpes of transactions and securing
payment. In general, it is probably true that for most
consumers’ goods brought into the states, only a very
small fraction is reported for use tax purposes. The vari-
ous sources of use tax collections for Iowa for the fiscal
year 1955 are shown below:

Use Tax Coliections, lowa:

1955
Amount Percent of
¢,000) Total
Consumers:

Construction contractors s 263 28
Industrial ..o 682 45
Retailers, wholesalers ... 400 38
Utilities oo 275 26
Other ... ... et en e e eaaees 229 2.2
Retail, mcludmg ma:l order e 2,129 20.2
New motor vehicles ... 6,508 61.8
Total ....._..... PRSI rremee e $10,614 100.0

The use tax collections are reported in three major
categories: (1) use taxes paid by users, (2) taxes paid
by out-of-state sellers, including mail order houses, for
sales to residents of Jowa where such transactions are
subject to the tax, and (3) use taxes collected on new
motor vehicles. The rate is the same as the retail gales
tax rate (2.5 percent) for the first two of these cate-
gories but the present rate is only 2 percent on new mo-
tor vehicles. As shown in the tabulation above, the use
tax on new motor vehicles accounted for almost 62 per-
cent of the total in 1955, while sales or use taxes paid
by vendors accounted for approximately 20 percent of
the total.

The major issue in Towa use tax coverage has to do
with the applicability of the tax to such items as con-
tractors' equipment and industrial and utility machinery
and equipment ‘“‘not readily obtainable in Iowa.”” 8o long
as such items are exempt when not purchased in Iowa,
but are taxable under the sales tax if bought from Iowa
suppliers it is aruged that present or potential lowa sup-
pliers are at a competitive disadvantage. In many cases
buyers are uncertain as to whether or not a given item
is available in Towa, thus complicating tax adminiStra-
tion and compliance. The exemption of all industrial util-
ity and construction machinery and equipment would, of
course, entail some considerable loss of revenue under
both the sales and use taxes. But to make all such pur-
chases taxable under either the sales or the use tax, re-
gardless of whether obtainable in Towa or not, would
impose substantial tax costs on new and expanding busi-
nesses making substantial outlays for complex and ex-
pensive machinery and equipment.

In general, the states employing use taxes follow one
or the other of two rules, or principles, in drawing the
line of distinction between those transactions which are

* lostutute of Public Aﬁm State Univensity of Jown, State Salcs Tuxes on
Servicen




State

Alabama
Arizona
Arkansas
Californls

Colorado
Delaware
Georgia
Idaho

IOwWaA
Kansas
Kentucky
Louisiana

Maryland
Massachusetts
Minnescota
Mississippi

TABLE 43,

Rates for 1956
Retuens (Percent)

SOURCES OF GOVERNMENTAL REVENUES IN 10WA

Fiscal Year 1956, by States

Federal Tax
Deductible

Splitting
of Income

Withholding
of Tax

1L.5ws, 0 Yes
1.0 w 4.5 Yes
1,010 5,0 No
1,0w 6.0 No

Yes
Limited ¢/
Ne
Yes

Tes
Yes
Yes
Yes

2.0and 5.0¢e/ No

1/ Yes
1.0w 10.0¢g/ Yes
2.0t06,0h No

No
Tes
No
Yes

No
No
No
Yes

No
No
No
Yes

No
No
No
No

Yes
Yes
No

Yes

Yes
No
No
Yes

No
No
Yes
No

Yes
No
No
No

Tar Collecrions,

Amount
(. 000)

INDIVIDUAL INCOME TAX RATES AND COLLECTIONS,

Per Capita

1956
Percent of
Pers. Inc,

$ 27,596 a/

14,664 3/
5,166
127,908

20,325
15,420
22,858

9,313

25,139
12,787
30, 387
24,256 a/

60,561
107, 286
61,714

4,647

$9.10
14, 96
2.89
9,81

13,12
39,84

8.31
15.29

9.33
6.21
10,12
8.29

22.69
21,39
19. 44

2,20

0,75
0.92
0,27
.43

0.74
.57
0.47
1,04

Yes No No
Yes No Yes
No No
Yes No

35,390 a/
7,511
1,479 b/
4,579 3/

8.57
11,97
2,66 b/
5.76

Missouri
Montana

New Hampshire
slew Mexiceo

— el
o.-h.co
g @83
jor & &
o™ oo

L=

-

New York
North Carolina
North Dakota
Cklakhoma

S

No No
No No
Yes No
Yes No

447,330
41,810
2,876
12,120

27,74
11.16
4,48
5,59

rrmep

(=2 =1~

cgfé8

P A

oroo
L=}

Yes Yes
Limited k/ No

No No

Yes No

Otegon

South Carolina
Tennessee
Utah

68,780
15,558
3,939 b/
8,389

41,21
8. 81
115 b/
10,74

[-::;

.

P opp o

[ 3 ol = B ]

g§888

oo

cooo

o‘o_o.m
|

)

[+J I =T o T )
O W e 1D
o
s

Na Yes
No No
/ Limited )/ No

Vermont
Virginia
wWisconsin

8,503
46,308
96,719

22.49
12,94
26, 18

e
O O
868
oo
o0 S en
13
D—‘.o‘b-‘
o
LRE

-

Total, 31 States 14. 69

3

.
e
)

$1,377,8823/ /

a/. Receipts include corporate net income tax revenues in five states, Not segregable.
b/. Tax applies only to fncome from interest and dividends,
¢/. Federal tax deduction limited to $300 on a single return, $600 on & joint return,
Plus a suttax of 7,5 percent of tax,
5 percent tate applicable to investment income over $500; all other income taxable at 2 percent.
Massachusetts tates: Business income, 2,5 percent; annuity income, 1,5 percent; capital galns, 6 percent; interest and
dividends, 6 percent; plus a surtax of 23 percent of tax bill,
Plus 5 percent surtax applied before deduction of personal credits, plus 5 percent surtax applied after deduction of personal
credits, . plus $5. 00,
Plus surtax of 10, 5 peccent of wax for calendar year 1955: 14 percent in subsequent years,
Net capital gains taxable at one-half of the rates shown,
Plus surtax of 45 percent of normal tax,
Deduction limited to 3500,
1/, Deduction limited to 3 percent of net income. :
m/, Plus surtax of 20 percent of tax liability, Afier deduction of personal credits,

Sources: U,S. Bureau of the Census, State Tax Collectons in 1956; and income tax regulations and forms of the 31 states,
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angd those which are not subject to the tax. Under one
of these rules, tangible personal property is exempt from
the wuse tax {(and alsc the sales tax) if it is purchased
for resale, or if it is physically incorporated as a raw
material or component part of a product which will ul-
timately be sold ‘‘at retzil.”” The majority of the states
levying sales and usc taxes follow this rule,

An alternative line of distinction is used by a few
states, including Michigan and Ohio. In these states,
tangible personal property used directly in agricultural
production and manufacturing is exempt from the sales
and uge taxes. To be exempt, it is not necessary that
the tangible personal property be actually physically in-
corporated into the final product.

Under the first rule, electric motors purchased for use
in, say, domestic laundry equipment manufactured for
resale would be exempt from both sales and use taxes;
electric motors purchased by the same manufacturer
for use, say, in a drill in the factory would be taxable
under the first rule, but exempt under the second. The
Iowa use tax law is something of a compromise between
these two rules. In general, it follows the physical incor-
poration principle. But the exemption from use tax of
items ‘‘not readily obtainable in Jowa,” in effect, re-
moves from the use tax base a large, but undetermined,
amount of tangible personal property used in Jowa.

North Dakota follows rather closely the first rule de-
scribed above, The new Illincis use tax, which became
effective July 1, 1955, also follows the physical incorpor-
ation principle in setting exemptions to the use tax.
Michigan makes an outright exemption not only for ma-
terials, parts, etc., physically incorporated in products,
but also for tangible personal property used in agricul-
tural and industrial! production where the tangible per-
sonal property does not become a permanent part of
real property. A similar exemption—from sales and use
taxes—is permitted in Qhio. ‘

In Missouri the use tax applies only to new automo-
biles, thus, industrial machinery, equipment, and sup-
plies purchased from out-of-state suppliers are not tax-
able under the use tax. In Kansas the use tax exemptions
are the same as for the sales tax in general. Both follow
the physical incorporation rule.

4. INDIVIDUAL INCOME TAX.

The major characteristics of the state individual in-
come taxes, collections, and measures of relative eco-
nomic impact are presented in Table 43 for the fiscal
yvear 1956, Of the 31 states employing individual income
taxes, 29 make general levies on income from all sourc-
es, although the rates are sometimes differentiated ac-
cording to source of income. Two states—Tennessee and
New Hampshire—tax only income from interest and div-
idends. The rates range from .8 percent in the first
bracket in Iowa and Colorado, to top bracket rates of
11 percent in North Dakota, almost 12 percent in Ore-
gon, including a 45 percent surtax, and to approximately
10.2 percent in Wisconsin, inclusive of a 20 percent sur-
tax. Including two separate surtaxes, each of 5 percent,
the top rate in Minnesota is also approximately 11 per-
cent. Jowa, with a top bracket rate of 4 percent, has one
of the lowest top rates of any of the states. Progression
of rates also stops at 4 percent in Kansas, Missouri,
and Montana.

The effective rates of income taxation, as distinguished
from the nominal rates shown in Column 1, can be de-
termined oniy in the light or provisions with respect to
the deductibility of Federal income taxes in the compu.
tation of the state tax liability, the splitting of income

by married taxpayers, deductions from income, and the

definition of the taxable base. Seventeen of the 31 states
employing income taxation allow all Federal income tax-
es as deductions from taxable income in the computation

of state tax liability, Jowa is one of the 17 states. In
addition, three other states—-Delawsare, South Carolina,
and Wisconsin—allow partial deductibility subject to
limits noted in the footnotes to Table 43. Eleven states
do not allow the deduction of any of the Federal tax
payment. In general, with a given set of rates and de-
ductible expenses, the effective rate of taxation will be
higher in states which do not allow the deduction of the
Federal tax liability.

Five of the 31 states levying individual income taxes
are community property states, which means that for
nurposes of computation of income tax liability married
individuals may split their income even though all of the
income is earned by one of the spouses. This provision
reduces substantially the effective rate of taxation for
taxpayers in the middle income brackets

Ten states now require withholding of taxes on wages
and salaries at the source of such payments. In most
states this requirement for withholding has heen enacted
since the end of World War Il In general, the withhold-
ing provisions require employers to retain and pay to the
state something less than 100 percent of the probable tax
liability of emplovees on wages and salaries earned.
Most states enacting withholding laws have patterned
their procedures after those of the Federal Government,
with tables usually available for the use of employers.

Exemptions and personal credits. Twenty-seven of the
31 states using individual income taxation provide for
personal exemptions for married taxpayers in amounts
ranging from $1,000 in Vermont, to $6,000 in Mississippi;
$500 (Vermont) to $4,000 (Mississippi) for a single tax-
paver; and no exemption (Mississippi) to 3800 for each
dependent in a number of states. Four states—Iowsa, Ken-
tucky, Minnesota, and Wisconsin—do not provide for per-
sonal exemptions but rather, provide personal credits
which are deductible from the tax liability as computed.
For a married couple with two children, the personal
credit is $48 in Jowa, $50 in Minnesota, $60 in Kentucky,
and $28 in Wisconsin. In general, the use of personal
credits in lieu of tax exempt amounts of income renders
the tax structure somewhat more progressive with a
given set of rates. For example, a $600 personal exemp-
tion is equivalent to a $6 personal credit for a taxpayer
in an income bracket with a 1 percent rate, But the
same $600 personal exemption would be worth $30 in tax
reduction to a taxpayer with income in a higher bracket
taxable at 5 percent.

Comparative Individual Income Tax Collections, 1956,
Individual income tax collections in dollar amounts, per
capita, and as a percent of personal income are shown
in the last three columns of Table 43. The impact of
individual income taxes, as measured in terms of per
capita tax collections and income tax collections as a
percent of personal income, depends not only on the se-
verity of rates, but also upon the definition of taxable
income, the liberality of exemptions and deductions, the
distribution of income, and the effectiveness of admin-
istration.

In terms of per capita income tax collections, lowa
ranks 18th among the 31 states. Per capita collections
in the State of Oregon, which ranks first in this measure,
were over four times as large as in lowa. Iodividual
income tax collections in lowa, as a percent of personal
income, ranked 20th among the 31 states. The relatively
light impact of individual income taxes in Iowa is attrib-
utable to the low rates applied, the full deductibility of
federal taxes, the above average personal credits against
tax, and the absences of great disparities in income dis-
tribution.

The number of individual income ‘‘tax pay” and “no
pay' returns and the tax revenue, by occupational
groups, were as follows for the fiscal year 1955:
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Delinguent and

Year ended June 30' 1955 additional tax ... ... 22,653 647 3.0
Occupational No Pay Pay Tax Revenue Total _._._.._. 296,672 472,067  $21,833 1000
group Returns  Returns (,000)  Percent Percent of returns: 38.6% 61.4%
(number) Source: State Tax Commission,
Clerical ... 18,213 35,458 $ 78 34 .
Contractors 3,502 3,482 335 1.5 No tax was due on approslctmately 39 percent of the
Executives ... 1621 16.652 2,440 112 total of 768,739 returns filed in the fiscal year 1955. The
Farmers ... ...112,601 79.407 4861 293 high ratio of ““no pay” returns is partly attributable to
Laborers ... 74 644 152,996 3.961 18.1 the rather high personal credits for taxpayers and their
Manufacturers ... 321 682 157 0.7 dependents, the liberal allowances for deductible busi-
Professional ... 7,364 21 008 2,247 103 ness and nonbusiness expenses, and to the comparatively
Public employees 18639 54:558 1,497 6.9 low level of farm income in the calendar year 1954,
Retailers ..o, 13,218 15,163 1,459 8.7 For the tax year ending June 30, 1853, there were
Salesmen, . 960,696 federal individual returns filed from Iowa, on
saleswomen ...... 11,402 21,786 992 45 which federal taxes of $358,383,000 were paid. The fact
Serviee oo 11,219 11,572 839 2.8 that the total number of federal returns was larger than
Transportation ... 10,468 24,807 708 3.2 the number of lowa returns reflacts the lower “‘filing
Wholesalers ... ... 788 1,571 234 L1 limit” under the federal tax. The federal withhelding
Miscellaneous 11,081 8,148 529 2.4 system is an additional factor in producing a larger num-
Unclassified _.......... 1,591 2,124 192 0.9 ber of federal returns.
The computed state tax liabilities of a hypothetical
Subtotal . .......296,672 449,414 21,188 97.0 taxpayer at seven different levels of income are shown
Table 44. Comparative Personal Income Tax Bills
in 29* States, For Taxable Year, 1955*
$3,000 $5,000 $10,000 $15,000
State Tax  State Tax.  State Tax, State Tax
1 Oregon $25.52 1 Oregon $101.14; 1 Vermont $445.00 1 Vermont $820.00
2 Vermont 20.00 2 Vermont 100.00° 2 QOregon 373.37| 2 Wisconsin 769.50
3 Minnesota 14.54 3 Minnesota 89.79 3 Minnesota 36343 3 Oregon 733.77
4.5 N, Carolina 12.00 4. N. Carolina 76.00. 4 Wisconsin 343.80" 4 Minnesota 690.37
4.5 Virginia 12.00 5 Virginia 52.00, 5 N, Carolina 324.0(),| 5 N. Carolina 648.00
8 Wisconsin 9.78, 6 IOWA 51.20 €& Virginia 250.00 6 New York 569.00
7 Kansas 6.00 7 Hentucky 49.59 7 Kentucky 247.'71-l 7 Virginia 500.00
£ Idaho $.05 8 Wisconsin 43.00, 8 New York 245.00" 8 Kentucky 474.54
9.5 Utah . 480 9 New York 41.00 9 S. Carolina 215.00, 9 S. Carolina 465.00
9.5 Delaware 4.8010 Idaho 40.4510 IOWA 210.1510 Idahe 436.15
11 Colorado 3.8411 Mass. 36.4711 Utah 2026011 N. Dakota 432.60
12 Montana 2.80 12 Maryland 38.0012 Idaho 201.50 12 Delaware 405.00
13 N, Dakota 1.8013 8. Carolina 34.00 18 Delaware 162.00 13 Utah 390.78
14 8. Carolina 1.60 14 Utah 32.59 14 Mass, 157.93 14 Georgia 388.00
j15 Delaware 28.00|15 Alabama 15?.91|15 IowWaA 360.27
In 17 other states inc¢luding 16 Colorado 21.3716 Georgia 142.0016 Alabama 34518
Iowa. a taxpayer at this in-17 Kangsas 20.80 17 Maryland 136.00 17 Colorado 308.02
come level would pay no 18 Montana 18.8018 N. Dakota 116.6718 Mass. 272.63
state income tax. 16 N. Dakota 17.8019 Montana 114.99,19 Montana 263.12
120 N. Mexico 15.80 20 Colorade 112.58 20 Miss. 243.10
121 Oklahoma 14.8021 Missouri 101.91]21 Maryland 236.00
22 Missouri 14.24 22 Migs, 88.40 22 Missouri 224.83
23 Alabama 13.24I23 Kansas 80.64 23 Arkansas 219.00
'24 Arizona 12.3024 Oklahoma 78.1624 Oklahoma 186.20
i25 Georgia 80025 Arkansas 76.00'25 Kansas 173.59
|
26 California 7.00:26 Arizona 74.4926 Arizona 168.50
27 Arkansas 3.00 27 California $7.00,27 Louisiana 126.76
128 Louilsiana -0-[28 N. Mexico 55.08(/28 California 114.00
28 Miss, -0-29 Louisiana 52.39|129 N. Mexico 92.00

4+ Personal Income Taxes are fmposed in 31 states. For thus comparison, two of the states, New Hampshire aud Tennessee, wre exeluded
these states apply ondy to mterest and dividend income.
& The computed tax bills for each stak: and at each of the seven wssumcd levels of “tuxable income™ have becn made on the bads of the following assump-

tions:
5

. The “taxpaycr” is marred and has two children.

3}, No income from dividends or capital gains,

1;
%z Wife has ne income,
13

). The “taxable ipcome™ i

por-onal exemption, or credit, and before eftbes federal or state income taxes.

hecause the levies in

after deduction of whatcver “nonbusiness deductions” the various stetes and the foderal government allow, but bifors any
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Table 44. (ctd.) Comparative Personal Income Tax Bills
in 29* States, For Taxable Year, 1955°

L £25,000 £50,000 $100,000

State Tax State Tax' State Tax
1 Wisconsin $1,758.90| 1 Wisconsin $4.232.40 1 Wisconsin $9,179.40
2 Vermont 1,570.00 2 Vermont 344500 2 Vermont 7,195.00
3 QOregon 1,448.4¢ 3 N. Carolina 3,098.00| 3 N. Carolina $,598.00
4 Minnesota 1,375.44; 4 New York 3,018.001 4 New York 6,519.00
5 N. Carolina 1,348.00) 5 Oregon 2,081.38 5 Mississippi 5,624.45
6 New York 1,269.00; 6 Minnesota 2,843.99! 8 Georgia 5,488.00
7 N. Dakota 1,141.14{ 7 Georgia 2,488.00( 7 Oregon 5,102.71
8 Idaho 1,027.25° 8 Mississippi 2,309.45[ 8 Minnesota 4,896.09
8 Virginia 1,000.00 9 N. Dakota 2,306721 9 Virginia 4,'750,00
10 Georgia ] 988.00| 10 Virginia 2.250.00 10 S. Carolina 4,715.00
11 S, Carolina 965.00( 11 S. Carolina 2,215.00| 11 N. Dakota 4,692.16
12 Delaware 905.00 12 Idaho 2,162.95 12 Delaware 4,655.00
13 Hentucky 884.07, 13 Delaware 2,155.00 13 Arkansas 4,315.00
14 Colorado 850.85114 Colorado 1,922.33 .14 California 4,242,00
15 Utah 730.22 15 Arkansas 1,815,00, 15 Idaho 3.134.92
16 Mississippi 718.25 18 Kentucky 1,665.86 " 16 Colorado 3,412.67
17 Alabama 694.79 17 Utah 1,378.34 |17 Kentucky 2,743.59
18 IOWA 630.72 18 Alabama 1,330.00 (18 Oklahoma 2,356.91
19 Arkansas 612.00.19 California 1,285.00 19 Utah 2,265.87
20 Montana $35.26 {20 Oklahoma 1,282.30 20 Alabama 2,219.1%
21 Oklahoma 505.18} 21 IOWA 1,143.61 |21 Maryland 1,936.00
22 Missouri 493.67 22 Montanz 1,044.73| 22 IOWA 1,848.72
23 Massachusetts 479.04 . 23 Missouri 1,005.36 ' 23 Arizona 1,798.17
24 Maryland 436.00 | 24 Arizona 1,002.83 24 Montana 1,749.88
25 Arizona 426.10' 25 Maryland 936.00}25 Missouri 1,709.72
26 Kansas 399.26 | 26 Kansas 910.10 26 Kansas 1,613.96
27 California 321.00 ' 27 Massachusetts 867.96° 27 Massachusetts 1,402.02
28 Louisiana 260.61 28 Louisiana 512,29, 28 Louisiana 85794
28 N. Mexico 158.92 29 N. Mexico 368.62|29 N. Mexico 771.96

Source; Computed from indijvidua) tax forms for cach state, Sec footnotes on page 55,

in Table 44. At each income level the states are ranked
in the order of the size of the state individual income
tax liability as computed under the assumptions noted
in the table. At the $3,000 level of income, a married
taxpayer with two dependents would have no tax obli-
gation in lowa, or in sixteen other states levying a gen-
eral individual income tax. However, at the $5,000 level
of income the liability in Iowa would be the 6th highest
in any of the 29 states. As income increases, the relative
position of lowa drops to the point where, at a level of
income of $50,000, only 8 states impose a smaller indi-
vidual income tax liability than is imposed in Iowa.

Of the ten states imposing the heaviest tax at the $50,-
000 level of income, only two—Oregon and North Dakota
—allow full deductibility of the federal tax in the compu-
tation of state tax liability. The effect of the federal tax
deductibility provision in the Iowa income tax law is
further illustrated by the fact that for the hypothetical
taxpayer the lowa individual income tax at the $10,000
level of income is 2.1 percent of income hefore federal
or state tax. At the $100.000 level of income the individ-
ual income tax liability in Jowa is a little over 1.8 per-
cent of income before federal or state taxes,

5. THE CORPORATION NET INCOME TAX.

Some of the principle characteristics of the state cor-
poration net income taxes and the yields from these
taxes are shown in Table 45. Some additional features
of the tax in certain states are described briefly in the
footnotes to the table. The yield of the corporate net in-

come taxes is shown in dellar amounts, per capita of the
total population, and as a percent of personal income.
The relative importance of the corporate net income tax
in the total fax structure of the wvarious states depends
upon the importance of corporate business in the eco-
nomic structure of the state, the way in which taxable
income is defined, the allocation formulae employed in
allocating the net income of multi-state businesses, the
rates, and the provisions for deductibility of the federal
income tax lability.

The corporate net income tax is not & major source

of tax revenue in the State of Iowa. In 1956 corporate -

net income taxes provided only 1.38 percent of total state
tax collections in JTowa, as compared with an average
for all 48 states of 6.6 percent of tax collections from
this source. Iowa derives a smaller fraction of its total
state tax revenue from the corporate net income tax
than any other state levying a general tax on all cor-
porations.

In 1956 corporate income tax c¢ollections in lowa were
£1.18 per capita of the population as compared with col-
lections of $8.17 in the 32 states employing corporate net
income taxation. On a per capita basis, lowa also ranks
at the bottorn among the states employihg general cor-
porate net income taxation. In 1956, corporate net income
tax revenues in Iowa were equivalent to .08 percent of
the personal incogne of the residents of the state, as
compared with an average for all the states employing
corporate net income taxes of 46 percent of personal
income,
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TABLE 45, CORPORATION NET INCOME TAX RATES AND COLLECTIONS,
Fiscal Year 1956, by States

State " Rate Federal Tax
Deductible
Alabama 3.0 Yes
Atizona 1.0mw5.0 Yes
Arkansas 1.,0w§, 0 No
Californis 4.0 No
Colorade 5.0 Yes
Connecticut 8,15 No
Georgia 4,0 . Neo
Idaho 1.5w 8,023/ Yes
IOWA 8.0 Yes
Kansas 2.0 Yes
Kentucky 4.5 ‘ Yes
Loulsiana 3,40 Yes
Maryland 4.0 No
Massachusette b/ Nao
Minnesotra 6.0 ¢/ Yes
Mississippi 2.0wé6.04d/f No
Missouri 2.0 Yes
Montana 8.0 Yes
New Mexico 2.0 Yes
New York e/ No
North Carclina 8,0 No
North Dakota 30060 Yes
Oklahoma 4,0 Yes
Otegon 8,0 Ne
Pennsylvania §.0 No
Rhode lsland 5,0 f/ No
South Carolina 5,0 No
Tennejssee 3,75
Utah 4,0 g/ Yes
Vermont 5.0 No
Virginia 5.0 No
wisconsin 2.010 7.0 Yes n/

Tota]l, 32 States

* Plus 7.5% surtax.
b Hichest of:
1) 0.5% of Corporate excoss of Massachuietts tangible property and
. 3.89: of apportioncd income; :
2) 0.08% of capital stock plus 3% apportioncd income:
5) 0.03% of apportioncd gross recerpls phes 39 apportioned mcome.
¢ Pius 17 surtax plus $5.00 4 3% special surtax for vercrans compensation,
* Plus 10.5% surtax. )
+ Hiyhest of
1} 5.5%;
3 3R i o ‘ y
R & art gross income plus com ation
officers minus any net ,],osse\ minus $15,000) times SW?.Q“
T Or 4 miis times corpornte excae.
* Plus 0.05% tangible property in Urah,
» Fedeval tax deductible 10 limit of 10% of tarable ncomo,
! Property factor omitted \3 sesvice eatorprises..
b Sovice onterprises we © oz ETOsy receiprs,
* Also aversge inventories ot product for sale,
! Marchondismg busmesses use selling ocosts.

Factors in Tax Collections, 1958

Allocation Amount Per Capita Percent of

Formulae t/ (, 0009 Pers. Inc,
ACE $ 9%u/v/ § 0.3 0,02
ACD v/ v/ v/
AE 8,668 4,84 0.5
ACDi/ 157,340 12, 07 0.53
BC  e0m 3,92 0.22
BCDJ/ 28,507 12,72 0,52
BD R/ 18,481 5,10 0.38
ACD 3,645 5.98 0,41
A 3,190 1,18 .08
BCEY/ 4,421 2.15 0.13
BCD 11,855 3,9 0,32
ACD v/ v/ v/
ACD 23,574 8.83 0,43
BCD 24,723 w/ 4,93 0,25
ABCDm/ 20,452 6,44 0.38
ACDb n/ 11,762 5,57 0,58
B 74 v/ v/
ACD 3,005 . 4,75 0.26
8Cof ¥, ¥/ v/
BCD 223,077 18.84 0.82
ABCEp/ 44,134 10, 30 0.82
cg/ 1,205 1,88 0.14
BCt/ 9,801 4,52 0,29
ACD 16,391 9,82 0.53
BCD 137,628 12,38 0,66
BCD 7.560 - 8,95 0.47
ABCEp/ 16,283 7.13 0.64
ABCES/ 13,819 4.04 0.32
BCD 3,657 4.68 0.30
ACD 1,907 5,04 0,34
BC 27.876 . 7.79 0.51
ACE 50,045 13.55 0,76
. $ 880,191 v/ 8.17v/ 0,46 v/

m If no manufacturing in Minocsota, and only gross veceipte.

®» Trading businesses use only sales factor.

@ Ao “operating” costx,

¥ Mapufacturers use only romsufactuning costs. Trading corpomntions wze

only snles and service. Others uic only gross receipts.

< Also “'buaincss done.”
.Y Ao drroct costs.
= Mapufacterers uw omly manyfecturing costs; merchandising corporations

use two sales factors; delivery point and sales activity,

b A, Sales and tesvices withim the stdic a3 a percentage of total sales and

SeTvices;
B, Cross receipts within the state as a percentage of total gross receipts;
C. Property within the staic a5 o percentage of ot property;
D, Payrolls within the state, a3 8 percentoge of wotal payrolls; -
E, Manufacturing ¢osts within the state, as & poreentage of total manufac-
tunng costx.
» Amount thown is corporation not income tax on fnancial institutions only:

receEm froma other corporations not segregable.

orporatc net incomne zax collections not seprately aveilgble for five states.
~ Portion of corporntion fex measured by pet icome only.

57
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Measured in terms of contribution to total state tax
revenues or in terms of collections per capita of the
population, the corporate net income tax is most im-
portant in Pennsylvania, New York, Wisconsin, Connect-
icut, California and Oregon.

The low rate of yield of the corporate net income
tax in Iowa is attributable to 2 number of factors. In the
first place, lowa is not a heavily industrialized state in
which the corporate form of business organization and
operation iz dominant as is the case m Pennsylvania,
New York, and othex states deriving larger percentages
of their total tax collections from the corporate net in-
comé tax. Secondly, the rates in Iowa are among the
lower rates in the 32 states emploving corporate net in-
come taxes. A lower rate, 2 percent, is employed in
Kansas, Missouri, and New Mexico. Most of the other
states employ higher rates or progressive rates in
which the top bracket is substantially above the rate em-
ployed in lowsa. Third, the method used in allocating net
income of multi-state businesses to Iowa for purposes of
income taxation minimizes the Iowa Tax base. Thirty of
the 32 states levying general corporation net income tax-
es use 2 or more factors in determining the amount of
income of multi-state businesses subject to the tax in
the state. The most common factor employed is the
ratio of property within the state to total property in all
states, Sales within and payrolls within, as percentages
of total sales and payrolls, respectively, are also wide-
Iy used as allocators in determining taxable income in
the various states. lowa and Missouri are the only two
states which rely upon a single factor in the allocation
of net income for tax purposes. In lowa the fraction of
total corporate net income subject to the tax in this
state is the ratio of sales for delivery in lowa to total
sales for delivery in all states. In Missouri the ratio is
determined by using all of sales within Missouri plus
cne-half of sales from Missouri for shipment outside the
state as a percentage of total sales.

In 1951 total corporate net income reported for federal
income tax purposes from Iowa was almost $301 million,
on which a total tax liability of over $130 million was in-
curred. During the calendar year 1955 corporation net in-
come taxes reported from Towa were almost $131 mil-
lion, However, it should be noted that federal returns
filed in a particular state are not necessarily a complete
coverage of all corporations having their principle place
of business within the state. A corporation may file fe-
deral returns either in the state in which it has its prin-
ciple place of business, or in a state in which it has
its principle office or agency. Thus, the amount of federal
returns is not an exact measure of the magnitude of
corporate income in Iowa. But it does serve to indicate,
in a rough way, the relative impacts of the state and
the federal corporate net income taxes in lowa, In any
case, the amount of incomie allocable to a state would
be different in most cases from the total income of cox-
porations reporting income from that state in federal re-
turns,

.6. OTHER STATE TAX SOURCES

Approximately 47.3 percent of the tax revenues of
the State of Iowa are obtained from the sales and use
taxes and the personal and corporate net income taxes
described in preceeding sections of this chapter. These
taxes,  together with the highway user taxes, (to be
described more fully in Chapter VI), account for almost
90 percent of the state's tax revenues. Some of the min-
or sources of tax revenue of the State of Yowa are de-
scribed briefly in this section of Chapter 1V.

The Cigarette Tax. Iowa, along with 41 other
states, imposed taxes on one or more tobacco products.
Eleven of the 42 states impose a tax on cigars and

Table 46. Towa Corporation Net Income Tax Returns and
Revenues, by Tiype of Business, 1955

Number Revenues
Business of Returns (,000) Percent of Total
Contractors ... 257 49 22
Finance .. ... ... 383 112 49
Manufacturing ... 949 474 20.8
Newspapers 54 24
Utilities ........ 514 22.6
Retailing ..o e 389 17.1
Service .o, 137 7.0
Transportation .. 118 147 8.5
Wholesaling ... ... 930 257 1.3
Miscellaneous ......... 266 44 1.9
Uneclassified ... 95 101 44
Total .0 5,588 52,276 100.0

Source: State Tax Comomlission.

smoking tobacco in addition to the tax on cigarettes.
Iowa imposes a tobacco tax only on cigarettes. Forty of
the 42 states taxing cigarettes impose the rate at so
many cents per package of cigarettes; two states - New
Hampshire and Washingion - impose rates based on the
selling price of the cigarettes, The present Iowa rate of
4 cents per package of twenty is near the median rate
among the states taxing cigarettes on this basis. On
September 1, 1954, 21 states employed a rate of less than
4 cents per package, while 20 states imposed a rate of
4 cents per package or higher. The top rate of 8 cents
per package of twenty cigarettes is found in Louisiana.
North Dakota and Arkansas employ a rate of 6 cents per
package. The rate in the State of Washington, 2 cents for
each 10 cents of retail price or fraction thereof, amounts
to 4 or 5 cents per package on most brands of cig-
arettes,

In the fiscal year 1956, per capita collections from the
lowa cigerette tax were $2.64, as compared with an
average for all 42 states imposing this form of taxation
of $3.75. The per capita yield of tobag¢co taxes is high-
er than in Iowa in 34 of the 42 states levying such taxes.
In most of the states in which the per c¢apita yield of
this form of taxation i5 higher than in lowa the states
tax several tobacce products, and/or impose higher rates
than are found in Iowa. The highest per capita yield is
found in Louisiana, which also has the highest rate on
cigarettes and imposes, in addition, a tax on cigars
which ranges from $1.20 to $40.00 per thousand. Louisi-
ana also imposes a rather heavy tax on smoking tobacco.

Taxes on cigarettes and other tobacco products, sl-
though not major sources of revenue in most states are
an exceedingly stable source of revenue. The stability of
tobacco tax revenues is attributable primarily to two fac-
tors: First, and most important, the demand for this
category of commodities is ah exceptionally stable one
being only very little affected by either changes in in-
come or changes in prices; the second factor which tends
to make the yield from tobacco taxes stable is the fact
that most states, including lowa, impose the tax at so
many cents per physical unit sold, rather than as a per-
centage of the gelling price. Thus, changes in the prices
of cigarettes have no direct impact of the vield of the
tax. This type of taxation may be contrasted with sales
taxation for which changing prices of commodities
produce automatic changes in tax yields, Partly as a
result of the stability of yield of the tobacco taxes, the
receipte from this source of revenue are earmarked in
almost half the states émploying such taxes. The ear-
marked receipts are most commonly employed for
education, veterans' bonuses and services, local govern-
mental uses in general, and welfare purposes.
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Inheritance Taxes. In the fiscal year 1956, the Iowa
inheritance tax produced revenue of $4,759 thousand,
equivalent to 2.1 percent of total State tax collections.
Inheritance taxation produced a larger percentage of
state tax collections in only two of the Northcentral
states, Wisconsin (2.8 percent) and Illinois, (3.1 percent).
In the United States as a whole, death and gift taxes im-
posed by state governments produced revenues equal to
2.3 percent of total state tax collections. In general, {axes
of this type are a much more important source of
revenue in the Eastern states than in the Midwest.

The lowa inheritance tax produced revenue of $1.77
per capita of the population in 1956. The average per
capita -yield of death and gift taxes in the 47 states
which levy such taxes was $1.86. In this comparison,
Iowz ranked 17th among the 47 states, and 3rd among
the 11 states in the Northcentral area. In terms of per
capita death and gift tax revenues, Delaware ranks first
with collections, in 1956, of $15.44 followed by Connec-
ticut, $4.98, Pemnnsyvlvania, $3.82, Massachusetts, $3.42,
~and New York, $3.33. Thus, inheritance taxation, while
much less productive of revenue in Iowa than in some
of the Eastern states, is about average or slightly above
average for the Northcentral region of the country.

The relative impact of inheritance taxation in Iowa can
be indicated by sormne comparisons of exemptions and
rates for various categories of heirs. For a spouse the
Iowa Exemption is $40,000. Only one other state, Kansas
has a higher rate of exemption for the spouse of the
deceased. The exemption for a child is $15,000 in JTowa
which is exceeded in one other gtate, Illinois, and equal-
ed by the exemption in Kansas. The exemption for par-
ents is $10,000 in lowa, an amount which is equaled or
exceeded in 13 other states, [owa inheritance tax provides
for a $5,000 exemption for lineal heirs othey than child-
ren and parents. The exemption is this large, or larger,
in 22 other states. The exemption for brothers and sis-
ters - $1,000 - is as high, or higher, in 21 other states.

In Towa the top rate applicable to inheritances of the
spouse and lineal heirs is 8 percent. In 13 other states,
the inheritance tax structures reach a higher rate level
for this category of heirs. A higher rate is imposed for
heirs other than the spouse and lineal heirs in about 18
other states than is imposed in Iowa. However, the maxi-
mum rate in Towa is applicable at a somewhat lower
level of inheritance than is typically true in the siates
imposing this type of tax. Of the 836 states imposing in-
heritance taxes, the maximum rate is applicable at a
lower level in Iowsa than in all but § other states.

Taxation of Alcoholic Beverages, Jowa, in common with
most of the other states which operate liquor store sys-
terns, does not impose excise taxes on alcoholic beverag-
es sold through these stores. Thercfore, the only aleohol-
ic beverage taxes in Iowa is that imposed on malt bever-
ages, The tax rates per gallon of malt beverage in the
16 states operating liquor store systems are shown below:

Malt Beverage Tax Rates in
States Operating Liquor Stores, 1954
Cents per
State Gallon

Idaho e e et ee v are g e een
Iowa :
Maine

Montana .o e e sttt e e e — 32
New Hampshire ..icecm

Qhio e,

Oregon ..

Vermont .......ccoveiienenes T £ X

Virginia RSO NRNPPSNS | | X ¢

Washington e 3.2

West Virginia .. —— i

WYOIMUINE oo s s e SuD
Facls and Figures on Govermment Fingnces, 1954-55, p, 17}

The lowa rate of $2.43 per barrel of 31 gallons (8 cents
per gallon) is somewhat below the typical rate imposed
in most-of these states. However, in lowa, unlike many
ot the states, sales of beer are subject to an additional
gales tax which adds materially to the effective tax
rate on alecholic beverages.

The $ cent per gallon excise on beer produced 1.4 per-
cent of total tax colieciions of the State of lowa in 1958,
The profits of the state ligquor store system were equal
to 3.8 percent of total state tax collections in the fiscal
year 1955, and a somewhat smaller fraction of total tax
collections in the fiscal year 1956. The net sales and the
net income, or profit, from operations are shown in Table
47 for the 16 state liquor store systems. Iowa, with profits
of approximately 20 percent of net sales, ranks near the
median position among the 16 states.

Insurance Premiums Tax. All 48 states impose taxes
on insurance premiums. Although the detailed provisions
of these taxes, different from state to state, the yield
per capita is remarkably uniform in the various states.
¥or all 48 states as a whole, the average per capita yield
of insurance premiums taxes was $2.45 in 1956, as
compared with an average of $2.15 in lowa. On a per
capita basis insurance premiums taxes were higher in
28 of the 48 states than in Jowa. However, the range of
variation is extremely small from the highest per capita
state 10 the lowest per c¢apita state.

The yield of insurance premiums taxes as a percent
of total state tax collections in the eleven Northceniral
states is shown in Table 39.

7. EARMARKING OF STATE TAXES

The practice of earmarking, or dedicating, the receipts
from certain taxes to specified uses is very widespread
among the 48 states. All but two of the states earmark
the receipts from highway-user taxes for purposes of con-
struction and maintenance of highways, roads, and
streets. Delaware and Rhode Island are the exceptions
to this general practice. Thirty-two of the states alioc-
cate the highway-user taxes in their entirety to highways,
while in fourteen states a part of highway-user tax reve-
nue is dedicated for highway use, with some portion ear-
marked for other purposes or simply for the general
fund of the state government,

Twenty of the thirty-two states imposing general sales
or gross receipts taxes earmark some part of these re-
ceipts for various purposes; the most common purposes
are education and weliare functions. Excise taxes on al-
coholic beverages are earmarked in twenty-three of the
forty-eight states imposing such taxes. Insurance pre-
miums are earmarked in twenty-two states, and re-
ceipts from sales or gross -receipts taxes imposed on
utilities are earmarked in thirteen of the thirty-six
states using such taxes. Individual income taxes are ear-
marked in fourteen of thirty-one states, while corpora-
tion net income taxes are earmarked in ten of thirty-
three states. Property taxes imposed by state govern-
ments are earmarked in twenty-nine states while sever-
ance taxes are dedicated to specific purposes in seven-
teen of the twenty-five states employing such taxes. Iowa
with ondy a relatively small fraction of sales and use
tax revenues earmarked, stands out as a glaring excep-
tion to the general practice of earmarking in the vast
majority of the states.

The percentage of state tax collections earmarked by
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CHART 11

PERCENTAGE OF STATE TAX COLLECTIONS EARMARKED BY PURPOSE#
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purpose of expenditure, is shown in Chart 11 for each
of the 48 states.”* In Alabama almost 80 percent of
total state tax revenues are earmarked, leaving legis-
lative discretion restricted to a little more than 10 per-
cent of tax revenues. At the opposite extreme, Delaware
has no earmarked tax revenues while only very small
percentages are earmarked in several states in the Mid-
dle Atlantic and New England regions. As will be noted
from Chart 11, virtually all of the earmarking in Iowa
is for highway purposes. In fact, only 3 other states -
Nevada, Nebraska, and ddaho - earmark a larger percen-
tage of total state tax revenues for highway purposes
than is done in Iowa. But earmarking for purposes other
than highways is virtually nonexistent in lowa.

The practice of earmarking revenue sources 18 general-
ly criticized on several grounds. In the first place, and
most importantly, when receipts from major taxes are
dedicated to specific uses, the legislative body loses a
mesasure of control over the rate of expenditure for
the purpose for which the funds are dedicated. This may
mean that certain functions are redeiving revenues be-
yond dernonsirable need for such funds, while the ear-
marking has made it impossible for legislative bodies to
supply adequate revenues for those purposes for which
current needs are most pressing. A second objection
rests on the uncertainty of revenues which may be
available to a specific function when the source of reven-
ue is an earmarked tax, rather than an appropriation of
the legislative body. A third objection arises from the
rigidity or lack of flexibility which earmarking introduces
into the fiscal system of a state. The needs in various
areas of governmental services changes from time to
time, Yet, once a source of revenue is earmarked, it is
extremely difficult to revoke this earmarking with the
result that when the pattern of need shifts from. one
function to another it may become necessary to levy
additional and frequently inferior taxes to meet the needs
in the expanding area, while the area receiving ear-
marked funds may be overextended or overfinanced.
Finally, it i5 notable. that when major tax sources are
earmarked, increasing pressures for expanded expendi-
tures in other areas may force legislative bodies to over-
work remaining, undedicated tax sources.*

SUMMARY

The descriptive material and the statistical data pre-
sented in this chapter covering the major sources of tax
revenues of the State of Towa outline the major char-
acteristics of the tax structure. It may be noted from
the data presented in this chapter that lowa does not
rank near the top position among the states in terms
of the rate structure or the economic impact of any
individual tax discussed in this chapter. Iowa owes
ita relatively high ranking in terms of total per capita
taxes and taxes ag a percent of personal income to the
large number of taxes employed at the state level and
the relatively heavy burden of local property taxation,
rather than to the fact that any one of the taxes imposed
at the state level is levied at unusually high rates, or on
a base which makes the vield of the tax unusually large
in comparison to the yield of similar taxes in other
states.

Iowa, levying a large number of taxes, without de-
pending exclusively upon the yield from any one or two
sources of revenue, has one ¢of the more diversified tax

# Chart 11 is reprodueed by permission of Tax Foundation, Inc., New York.

* Tho data and views on earmarked statc raxes pretented above are taken

from & recent study of The Tax Foundabtice, Inc, Egrmarked State Taxes,
project not No. 38, November, 1855,

Table 47, Net Sales and Net Income of State
Liquor Store system: 1955

Net Income From Operations
Percent

Net Sales Percent of

of Goods  Amount* of State

(,000) (,000) Net Sales Taxes
38,285 $ 10,077 28.3 6.2
... 11,408 2,978 26.1 7.8
... 37,404 7.465 199 38
. 21228 4674 220 7.9
161,966 33,367 20.8 5.2
17,075 8,185 18.7 7.6
New Hampshire ... 19,243 4,013 208 14.8
Ohio* ... 179,888 19,231 10.7 33
Qregon . 43,019 11,844 215 9.1
Pennsylvania® 38,199 18.3 6.1
Utah coeeeceeee e 3,841 27.9 7.0
Vermont® .. ... 259 36 1.0
Virginia ..o 15,000 15.0 7.3
Washington ... 14,846 24.6 5.0
West Virginia _..._. 6,649 12.4 52
Wyoming® ... . 1,030 594 3.4 i9
Total, 16 States ... 960,590 $176,222 18.3 5.4

* Also im s a tax on wincs, but net dictlled spirits.

b Taxes all aleoholic beverages.
Source: U.S. Bureau of the Consus, Compendium of Stutc Covermnmant Fi-
nance in 1958, Tables 5 and 33

systems to be found in the Northcentral area, or in the
nation as a whole. In comparison with other states taken
as a whole, Towa depends somewhat more heavily on
sales and highway-user taxation than do other states,
and depends to about the same degree as other states
on individual income taxes. The corporate net income
tax i8 much less important in the Jowa tax system than
in the systemn of the 48 states taken as a whole. Death
and gift taxation in Jowa is of roughly average import-
ance in the state’s tax system.

Cne of the more striking features of the Iowa State
tax system is the virtual absence of property taxation in
the total state tax structure. Although the majority of
states have greatly reduced their reliance on property
taxation, most of the states make somewhat greater use
of the tax than is made in Iowa. QOne state in the North-
central area, Nebraska, derives almost one-third of its
total state tax revenue from levies on property.

The tax system of Iowa is somewhat unigue in one
other respect, the comparative absence of earmarking
of tax revenues for specific expenditure purposes other
than highways, All of the highway-user taxes are ear-
marked for highway purposes; the limited state levy on
property is earmarked for retirement of state debt in-
curred for payment of veterans’ bonuses; and 10 percent
of the general sales tax and all of the use tax on new
motor vehicles are allocated to highway purposes. But
the remainder of state tax collections are channeled di-
rectly into funds requiring biennial appropriations as a
condition for expenditure. The relative scarcity of ear-
marked taxes in the Jowa system retains direct legisla-
tive control over expenditures much more effectively
than is the case when substantial portions of state rev-
enue are placed outside of regular legislative control
through a process of dedication of tax revenues to
specific functions. :



CHAPTER V .

Public Schools: Expenditures and Revenues

The total cost of public schools in lowa has been con-
sidered briefly in Chapters I and II in connection with
the post-war growth in tax revenues in Iowa, and as a
factor in the relatively high cost of government in Iowa,
More detailed statistics and comparative data for public
schools costs in [owa and the other 47 states are pre-
sented in this chapter.

The Office of Education, United States Department of
Health, Education, and Welfare issues periodic reports
on the operations of the public school systems of the 43
states. The interstate comparisons made in this chapter
are based upon the most recent available information,
for the school year 1953-54. Except as noted, the data are
taken from Circular No. 480, issued by the Office of
Education in July, 19856.

1. Compartive School Costs in Towa.

Comparative data showing current expenditure per
pupil in average daily attendance are presented in Table
48, for the 48 states. Current expenditures, as shown in
this table, include expenditureg for administration at the
state, intermediate, and local levels; instruction costs;
outlays for operation snd maintenance of plant; fixed
charges, and the costs of school services, including
transportation, health, and food services. Only those
costs which are allocable to pupils are employed in com-
puting the averages shown in the table. In most states
the major share of the c¢osts of current operations is
allocable to students.

Since the end of World War II the average cost per
pupil in Iowa has been consistently above the average
in the nation as a whole. In the school year 19454§
Towa ranked ZIst among the 48 states, with per pupil
cost 6 percent above the national average. From 194546
to the school year 1948-4%, per pupil cost in Jowa in-
creased by 42 percent as compared with an inerease of
almost 46 percent in the nation as a whole. In the latter
school year lowa's rank dropped to 24th, However, from
194849 to the school year 1950-51 per pupil cost in-
creased 21 percent in Jowa, while the average for the
nation as a whole rose slightly more than 13 percent,
Thus, Jowa's rank in 1950-51 was 17th among the 48
states, with expenditures in Iowa at $248, as compared
with a national average of $224 per pupil in average
daily attendance. In the 1950-51 school year per pupil
costs in lowa were almost 11 percent above the national
average.

From the school year 1950-51, to the school year 1951-
52, per pupil cost increased less rapidly in Iowa than in
the nation as a whole with the result that lowa dropped
to a ranking of 18th. In the school year 1951-52 the aver.
age cost per pupil in Iowa was 7 percent above the
national average.

In the most recent year for which data are available
for all states on a comparable basis, the school year
1953-54, average expenditure per pupil in average daily
attendance in Towa was $274, as compared with a nation-
al average of $265. In this year Iowa’s cost per pupil
excecded the national average by only 3.4 percent—the
smallest margin since the end of World War II. [n the
school year 1953-54 Iowa again ranked Z2lst in the na-
tion as a whole.

Since the end of World War II the spread between the
high per capita expenditure states and the low-ranking
per pupil expenditure states has narrowed. In the scheol
year 1945-46 Montana, with per pupil expenditures of
$215. spent almost five times as much per pupil as Mis.
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sissippi. In 1953-54 the top ranking state, New York,
spent $362 as compared with $123 for the State of Missis-
sippi, approximately three times as much in the former
as in the latter state. In general, these two comparisond
illustrate the basic trends in relative per capita expendi-
tures since 194546. The rate of increase has been signi-
ficantly greater in the states which ranked near the bot-
tom in the earlier peried, while the states with high per
capita expenditures in 194548 have shown somewhat
more modest rates of increase in expenditures per pupil
since that time.

Average expenditure per pupil in average daily attend-
ance in Towa increased hy approximately 90 percent from
1945-468 to the school year 1953-54. lowa ranked 26th
among the states in the rate of increase over this period,
It will be noted in the last column of Table 48 that the
states which rank highest in terms of the rate of in-
creas¢ are the Southern states, while the New England
states have shown more modest rates of increase. Over
the period compared, the rate of increase has heen 5
percent less in Iowa than in the nation as a whole.

State and Local “Effort’” for Public School Purposes.
Although there is no completely satisfactory measure of
the ability of the various states to support public schools,
Personal Income received by residents of the several
states is widely employed for this purpose.

The average amount of Personal Income per pupil en-
rolled inn public schools in the school year 1953-54 is
shown in Table 49 for each of the 48 states. In the state
having the greatest “ability’’ to support education, Dela-
ware, with 315,368 of Personal Income per pupil enrolled,
the economic capacity was four and one-third times as
great as in the poorest state, Mississippi, with only
$3,584 per pupil enrolled.

The figures showing Personal Income per pupil vary
for three reasons: First, and most important, the differ-
ences in Personal Income per pupil represent differences
in the level of per capita income of the total population.
Second, the differences in income per pupil enrolled re-
flect the fact that the various states have different ratios
of ¢hildren to total population. In terms of the ratio of
children of school age (5-17) to total population Jowa is
slightly above the nation’s average. Third, there is a
significant difference in the percentage of children of
school age attending public schools in the various states.
In some states a much larger percentage of children of
school age attend private schools of one type or another
than is the case in other states. In general, the states
with lower Personal Income available per pupil are
states in which there is a relatively high percentage of
the school age population attending public schools.

Current state and local revenues for the support of
public schools are also shown in Table 49, expressed as
percentages of Personal Income. This is perhaps the
most meaningful measure of the degree of effort which
various states make in the financial support of public
schools. In this comparison it will be noted that Iowa
ranks 6th from the top in terms of the effort made to
provide financial support for public education. The ratio
of public school c¢osts to Personal Income in Jowa is
over 35 percent above the national average, and higher
in only five other states. In contrast, Iowa ranks 29th in
terms of the Personal Income available per pupil en-
rolled in the school year 1953-54.

Contrary to rather widespread belief, it is not the
Southern states which are currently making the greatest

-
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Table 48. Average Current Expenditure Per Pupil in Average Daily Attendance,
Public Elementary and Secondary Schools

School year 1945-46

Rank State Amount State
1 Mont. $§215 N. Y.
2 N. J. 212  Oreg.
3 N. Y. 210 N. J.
4 Wash. 183 Wryo.
5 Mass. 180 Mont.
6 i 175  Del
7 Conn, 174 1IN
8 Wyo. 171 Calif.
8 Calif, 169 Wash,

10 Nev, 162 Penna.
11 R. I 161 Mass.
12 Minn, 158 Conn,
13 Oreg. 158 Nev.
14 5. D 154 Wisc.
15 Del. 152 Minn.
16 Wise, 148 Mich.
17 Qhio 147 Ariz.
18 Mich. 147 Colo.
19 Ind. 145 Ind.

2 Penna. 145 S. D.

21 IOWA 144 1OWA

22 Nebr. 142 Md.
23 Kans, 141 R. L
24 N. D 138 N. M,

25 Ariz, 137 Kans,

2 Mo. 137 Nebr.

27 Colo. 136 N. D.

28 N. H 135 N. H.

29 N. M. 135 Ohio

30 TUtah 129 Tex.

31 Md. 126 La.

32 oVt i23 vt

33 Tex. 118 Idaho

54 Idaho 117 Mo.

35 Okla. 112  Fla,

36 Maine 109 Okla.

a7 Fla. 1083 Utah

38 W. Va. 161 Maine

39 La. 101 Va.

40 Va. 92 W. Va.

41 Ky. 86 Ga.

42 N. C. 81 N.C.

43 Tenn, % . 8. C.

44 s C. 74 Tenn,

45 “Ala. 69 Kv.

46 Ark. 85 Ala.

47 Ga. 65 Ark

48 Miss, 46 Miss.

U.S. 136 U.S.

School year 1953-54

Percentage increase,
1945-46 to 1953-54

Amount State Increase Rank
$362 Ga. 172 1
337 Miss, 167 2
333 La. 145 3
330 S.C. 138 4
328 Fla. 122 5
825 Ala, 119 [
318 N. C. 118 7
315 Tenn. 118 8
305 Ark, 114 g
209 Del 114 10
298  Oreg. 113 11
207  Md. 113 12
254 Tex. 111 13
293 Va. 110 14
262  Penn. 106 15
283 Colo. 106 16
282  Arxiz 106 17
280 Idaho 103 13
280 Okla. 100 19
275 YVt 99 20
274  Wisc, a 21
268 N. M. 96 22
268 Ind. 93 23
265 Wyo. 93 24
264 Mich. 93 25
262 IOWA 20 26
262 N. D. 90 27
256 N. H. 90 28
254 Kans. 87 29
249 Calif. 86 30
247 Nebr. 85 31
245 W. Va, 84 32
238 VUtah 84 33
233 Maine 83 34
220 1L 82 35
224 Minn. 82 36
208 Nev. 82 37
199 S D 79 38
193 Ky. 78 39
186 Ohio 73 40
177 N. VY. 2 41
177 Conn. 1 42
176  Mo. 70 43
166 Wash. 67 44
153 R. L 67 45
151  Mass, 66 46
139 N. J. 57 47
123 Mont. 53 48
265 U.S. 95

Soureer US, Depesriment of Health, Bducstion and “Welfare, Ofice of Education, Summary of 1853.54 Statistler of State Schodl Systems, Circular No. 430,

July, 1956

effort for state and local support of public schools. In
fact in the top ten states, as measured by effort made,
only one state, Louisiana, is in the South. The remainder
are in the Rocky Mountain Region, the Southwest, and
the Northceniral pari of the countiry. However, most
Southern states do make somewhat greater than nation-
al-average effort as measured by this index.

The fact that expenditure per pupil in average daily
attendance in Iowa is only slightly above the national
average, while the percent of Personal Income taken for
school revenues is very high in Iowa, as compared with
the national average, is8 explainable largely in terms of

two factors: First, income available per child as well as
income per capita of the entire population in Iowa is
well below the national average; Secondly, the number
of children enrolled in public schools in Iowa, as a per-
cent of the total population, is above the national aver-
age of public school enrollment as a percent of the popu-
lation. The ratic of public school enrollment to total
population is higher in only 19 other states than in Jowa.
Most of these 19 states are located in the South.
Composition of Public School Expenditures in Yowa.
Expenditures per pupil in average daily attendance in
Towa and neighboring states are shown in Table 50, by
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Table 49. Personal Income per Pupil Enrolled in Public Schools, and State and
Local Revenues for Public Schools as Percent of Personal Income:
{School year 1953-54 and Personal Income for Calendar 1953)

Personal Income

Rank State Per Pupil
1 Del. ... ceverereees e $15,368
2 14,662
3 14,444
4 14,431
5 14,372
8 13,919
7 13,127
8 12.450
9 11,857

10 11,748
11 11,748

12 11,607
13 11,217
14 10,500
15 10,386
16 10,215
17 9,943

18 9,867

19 9,374

20 9,263

2} 9,147

22 8,623

23 8.469

24 3,424

25 8,113

26 8,044

27 8,027

28 7,988

29 7,859

30 7,680

31 7511

32 7.278
33 6,883

34 6.741

35 6,545

36 6,493

37 6,268

38 6,246

39 6,155

40 6,098

4] 5,656

42 5.835

43 5,520

44 5,046

45 4,750

46 LG 4,718

47 Ark, e 4,359

48 MISS. e e e 3,584

Source: US Offce of Fducation, and U.S. Devarrment of Commerce,

major categories of outlay. The several categories of
dollar expenditure per pupil are also shown as percent-
ages of total outlay to facilitate c¢omparison among
states. The compcsition of expenditures in Iowa is not
significantly different from the pattern in other states in
the Northcentral area, or from the average for the 48
states. Yowa is somewhat high on administrative costs,
but below nine of the ten other states in the Northcentral
region and below the national average on instruction
costs per pupil in average daily attendance. Iowa also
ranks high in terms of per pupil costs for fixed expend-
itures and other services such as transportation, health,

School Revenues
as Percent of
Pers. Income

Rank State

1 L 6] 2 + RSSO 3 1 1
2 S Do L..3.87
3 N M e e 3.4
4 ATiZ. .. e et e 3.68
5 N D e e s 3.85
6 IOWA . 3.59
7 La. ... ... e e e sp e 35T
8 Oreg. ... e e et 3.53
9 Okla. ... e e 347
10 Idaho ... s 3.45
11 N C .. 3.37
12 Wash. .. 3.34
13.5 Lo} 3\ USRS 3.24
13.5 Colo. ... . 324
15 Minn. ... .3.20
16 $.C s 3.14
17 W. Va, ... 3.18
18 R o Y 3.15
19 Mont. ... 318
20 2 SR P 3.04
2 Kans. .....occeevimeneanenns, 3.00
22 AT, o e e 2.98
23 Dl e e 297
24 Nebr. TSP 2.91
25 Tex. ettt ran e eee e e e e 2.88
26 Ga. 2.84
27 Fla, .o ....282
28 AR, s, 2.73
29 Miss. ... ....2.86
30 Tenn. ... ettt et e 2.63
335 N. Y. e e e s 2.58
335 Va. ... e 2.58
35 Ind. ot . 253
36 Nev. ... ....2.50
37 Maine .. 242
38 Md. ... et et erm et ae e eeen ...233
395 N.H ... I e e e 2.30
385 Ky, .. .2.30
41 Penn. ... e 226
42 Mo. .. et ere et et e e et et e 2.20
43 Ohio ... et eop e et e 217
44.5 NoJo et e e 2.15
44.5 ) 0 4 TR VOO 5 |
46 Mass. ...l - s 2.03
47 Conn., ... . .o e I

and food services. The fact that the instructional cost
per pupil in average daily attendance is lower in Iowa
than in most othexr states in the Northcentral region, and
also lower than the average in all states, reflects the
below average salary levels of the instructional staff in
Towa.

Average Salary of Instructional Staff in Public Schools.
Average annual salaries of supervisors, principals,
teachers and other instructional staff are shown in Table
51 for all states. In the school year 1945-48 the average
salary was $1,676 in Iowa, as compared with a national
average of $1,995. In this year the average Iowa salary
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was 16 percent below the national level; Iowa ranked
28th in the nation in terms of average salaries. In the
school year 1953-54 the average salary had risen to $2,897
in Iowa, but the national average had risen even more
rapidly to $3,825. In 1953-54 Yowa ranked 37th in the na-
tion as a whole; Iowa salaries were 24.3 percent below
the national average.

From the school year 1945-46 to the school year 1953-54
Iowa salaries increased by approximately 73 percent, as
compared with an average increase of approximately 92
percent in the nation as a whole. As in the case of
changes in cost per pupil in average daily attendance,
the most rapid rates of increase in instructional salaries
have occurred in the Southern states, while the lowest
rates have generally occurred in the states such as Cali-
fornia and New York which ranked at the top in terms
of average salaries in the year 1945-46. These states have
not lost their top ranking but salaries have not increased
as rapidly percentagewise as in the states near the bot-
tom of the scale. In terms of the rate of increase from
1945-46 to 1053-54 Iowa ranked 39th among the 48 states.

Since the school year 1953-54 the average annual salary
of instructional staff in the Iowa public school system
has been improved, according to estimates of the Na-
tional Education Association. It i3 emphasized that these
estimates of the Association are not strictly comparable
with thosc presented for earlier years from the United
States Office of Education, but they are indicative of
recent trends. In the school year 1954-55 the average
salary in lowa was $3,260 as compared with a nation-
wide average of $3,932. In this year lowa ranked 34th
with salaries approximately 17 percent below the nation-
al average. In the school year 1955-5¢ lowa salaries are
estimated to have been $3,44€ as compared with a na-
tional average of $4,100. In 1955-586 Jowa ranked 33rd
among the 48 states with the lowa average 16 percent
below the national average.

The foregoing comparisons of average salaries of pub-
lic school instructional staffs in lowa and the nation, and
the significance of the differentials noted should be eval-
uated in terms of several factors.

In the first place, the data presented are indicative of
money income, rather than real income, or the purchas-
ing power of income. To some extent differences in av-
erage money income may be offset by differences in
living costs. This is particularly likely when salaries in
states in which the instructional staff is concentrated in
large cities are compared with average salaries in states
in which a larger percentage of the staff is located in
small towns and rural areas.

Secondly, the average salary in any state is affected by
the composition and distribution of the instructional
staff, as well as the salary rates for particular positions.
For example, suppose that in one state the average sal-
ary in school districts operating high schools is $3,900
per vear, the average salary in districts not operating
high schools is $2,400 per year, and that two-thirds of
the total staff is in high school districts. The statewide
average would be 33400 per year. In another state, with
identical averages for the two types of districts, but
with three-fourths of the instructional staff in high school
districts, and only one-fourth in the non-high school dis-
tricts, the statewide average would be $3,525—or $125
higher than in the first case. Yet, for the same type of
position, in the same type of district, salaries might be
identical.

Finally, the average annual instructional staff salaries
must be evaluated in terms of the economic status of
other occupational groups in the state, and of the state’s
general income position relative to other states and the
nation as a whole.

Using the National Education Association estimates
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Table 50. Composition of Public School Expenditures, per Pupil in Average Daily
Amount of Total®

Expenditure

s, Includes administrative costs at adl levels state, intermediate and Jooul,

b, Tacludes expenditures for transportation, health, and food services.

“. Percentages computed from unrounded data.

Sougce: U, §. Ofce of Education.
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Table 51. Average Annual Salary of Instructional Staff of Public Schools, by States,
1945-46, and 1953-54. '

School year, 1845-46

Rank State Amount State
1 Calif. $£2.987 Calif.
2 N. Y. 2946 N Y.
3 N. J. 2561 Ariz.
4 Wash. 2,541 Il
5 Mass. 2,512 Wash,
6 Conn. 2,383 Conn.
7 Mich. 2337 N J.
8 111, 2,280 Oreg.
9 Md. 2,262 Md.
10 Del. 2,202 N. M.
11 Ariz. 2,167 Ind.
12 Ohio 2165 Penn,
13 Oreg. 2164 Del.
14 Ind. 2,143 Ohio
15 Penn. 2,124 Mass.
6 R. I 2098 Mich.
17 Utah 2,016 Texas
18 Wisc. 2002 R. I
19 Nev. 1,992 Wisc.
20 N. M. 1,970 Nev.
21 Minn. 1,878 Fla.
22 Mont. 1,838 Utah
23 Colo. 1,822 Minn.
24 Okla. 1,796 Colo,
25 Mo. 1,793 Mont.
26 Fla, 1,719 Wryo.
27 vt 1,692 La.
28 IOWA 1676 N. C.
29 W. Va. 1,676 Idaho
30 Idaho 1,672  OQOkla.
31 Kans. 1,666 Kans.
32 Wryo, 1654 N, H.
33 Tex. 1,640 Mo,
34 N, C. 1,602 Va.
35 Va. 1,574 W. Va.
36 La. 1.537 Nebr.
37 N. H 1,530 IOWA
38 S D. 1,530 Tenn.
39 Nebr. 1,514 Ga.
40 N. D, 1,469 Vi
41 Maine 1408 S C.
42 Ky. 1,295 Ala.
43 Tenn. 1,287 N, D
44 Ala, 1,276 S. D.
45 S. C. 1,152 Ky
46 Ga. 1,081 Maine
47 Ark. 1,068 Ark,
48 Miss, 856 Miss.
U S 1995 U. 5

Source: U.5. Officc of Education.

for the school year 1855-58, the average salary in Iowa
($3,446) was 16 percent below the national average
($4,100). In the calendar year 1955, per capita Personal
Income in Jowa was approximately 15 percent below the
national average. Thus, the difference between the lowa
and the national averages for salaries of instructional
staff are roughly similar to the per capita Personal In-
corne differential for the entire population.

The average weekly gross earnings in manufacturing
industries in lowa and in the nation as a whole have

differed less than per capita Personal Income, or aver- -

age nstructional staff salaries in recent vears, as
shown below:

School year, 1953-54

Percent increase
1945-48 to 1953-54

Amount State Percent
$4,787 Ga 165
4658 & C. 144
4,401 Texas 127
4,353 La. 128
4,334 Tenn. 123
4,274 Fla. 120
4,271 Ala. 118
4,163 Miss. 118
4,148 Ark. 114
4,127 N. H. 113
4,086 Wryo, 112
407¢ N. M 109
4,042 N. C. 108
4,012  Ariz. 103
4,006 Idaho 100
3,999 Colo, 100
3,886 Minn. 96
3,831 Va. 96
3,840 Kans. 96
378 Ky 95
3,785 Nebr. a3
3,756 Ore. 92
3,687 Mont. 92
3,640 Wisc, 92
3,530 Penn. g2
3,512 I 91
3504 1Ind. 91
3.35¢ Nev. 90
3,350 Utah 86
3,271 Ohio 85
3258 R. T 85
3,252 Del. 84
3,188 Md. 83
3,082 W. Va. 82
3,058 Okla. 82
2922 N.D. 81
2,897 Conn. 79
2875 Mo. 78
2,862 IOWA 73
2820 S D. 72
2,815 Maine 72
2,783 Mich. 71
2,659 Wash. 71
2,638 N. J. 67
2,526 Vi 67
2,427 Calif, 60
2,286 Mass, 59
1,864 N. Y. 58
382 U S 92

Average Weekly Gross Earnings

in Manufacturing Industries
Jowa U.8.
1950 . ._.$58.16 $59.33
195% e §4.81 64.71
................................................ 67.08 67.97
... 69.08 71.69
werrnnnene 11,01 71.86
.............................................. 7571 76.52

Souree: Burcou of Labor Statistics.

The following tabulation of median incomes of work-
ers, by tvpe of industry, also throws some light on the
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income status of educational workers, relative to other
categeries of workers in lowa:

1949 Median Income of Experienced Labor Force,
by Industry and Sex: Iowa

Industry Male Female
Agriculture ..., e ean e anen e $2,108 §$ 769
Mining ..o . 2,274 —_
Construction ... .. 2,556 1,291
Manufacturing . U X 1 |~ ) 1,731
Transportation, commum::auon. “utilities.. 3,126 1,718
Wholesale and retail trade ..........._. 2,789 1,191
Finance, insurance and real estate..........,._. 3,523 1,738
Business and repair services....—...—...... ~ 2,842 1,544
Personal Services ..oooorieeeereeeee— e 2,213 892
Entertainment and recreation services..... 2,107 903
Professional and related services ... 2,959 1,643
Medical and Health ........coociimeeicecene. 3,353 1,392
Educational services, government __.__ 2,954 1,938
Educational services, private ........—... 2,098 966
Public administration:
Federal ... e 3,220 1,873
State and Local .o 2,731 1,887

Source: U.§S. Burcap of the Centus, 1950 Cemqur of Fopulation, Vol. I,
Chuumkt!cs of the Population, Part 15, lowa, Table 86.

It should be noted that the data presented above are
median rather than average incomes, Moreover, for the
“Educational services, government’ category the medi-
an is for all workers, rather than instructional staff.
While the data shown in this tabulation probably under-
state income in all occupations, they do provide a rough
measure of the relative income position of workers in
various industrial classifications.

Degree of Teacher Utilization. Instructional costs per
pupil in average daily attendance as well as total costs
per pupil are significantly affected by the average salary
of the instructional staff and the average number of
pupils per staff member. Data presented above indicate
that Towa salaries are substantially below the national
average. This factor, alone, should make instructional
costs and total costs in Jowa substantially lower than
national average levels, On the other hand, the number
of pupils in average daily attendance per member of the
instructional staff is extremely low in lowa as compared
with the national average ratio, or the ratio in most oth-
er states. In the school year 1953-54 the average number
of pupils in daily attendance per member of the instruc-
tiona! staff was 18.0 in lowa as compared with a national
average of 23.3. The lowa ratio was 23 percent below the
national average, with Iowa ranking 45th among the 48
states. The pupil teacher ratio was lower in only three
other states: South Dakota, North Dakota, and Nebras-
ka. Two other states—Montana and Wyoming—had pupil
teacher ratios approximately the same as the lowa ratio,
While the low level of salaries in l¢wa makes for low
per pupil cost, this is more than offset by the lower than
average ratio of pupils to teachers.

The effect of the below average level of salaries on
instructional costs is illustrated in the computations
shown on Table 52. In the first column of this table,
actual instructional cost per pupil in average daily at-
tendance is shown for the year 19853-54. In the second
column instructional salaries in the various states are
shown as a percent of the U. 5. average. In the third
column instructional costs are shown as they would ap-
pear if: a) each state maintained its present ratic of
pupils to teachers, and b) if each state paid the naticnal
average instructional salary per teacher. Within the
Northcentral group of states Iowa had next to the lowest
actual instructional cost per pupil in 1953-34. If the teach-

ing staff had been utilized to the same degree, but had
been paid salaries equivalent to the national average
Iowa would have had the 4th highest instructional cost
per pupil in 1953-54. In this computation it is assumed
that instructional cost would change in proportion to the
change in average salary. The purpose of this computa-
tion is simply to indicate the degree to which lower than
average salary compensates for the low ratic of pupils
to teachers in the Iowa public school system. The figures
for the other states shown in Table 52 may be interpreted
in a similar fashion. It will be noted that South Dakota,
North Dakota, and Nebraska, which rank below Iowa in
terms of the ratio of pupils to teachers, rank above Iowa
in the “standard’ instructional cost which has been ad-
justed to eliminate differences in salaries.

Table 52. Effects of Salary Level and Teacher Utilization
on Instruction Costs.

Instr. Instr.
Cost Salaries as “Standard”
per pupil percent of Instructional
in ADA, U.8. Av, Cost Per
State 1953-54 1953 Pupil in ADA Rank
South Dakota.___ $188 69.0 $273 1
North Dakota._..._ 184 69.5 265 2
Nebraska..o-veeess 181 76.4 237 3
1IO0WA ... I ¥ b 75.9 228 4
K&nsas......_..c.m.. 184 85.2 216 5
Minnesota_.....—.... 187 96.4 194 6
Wisconsin........ - 195 100.4 194 7
Missouri... ...—.e.... 158 83.3 187 8
Michigan ......_.... 195 104.5 186 9
Illinois.......... eeenne 208 1138 183 10
Indiana ..........cce..... 178 106.8 167 11
U S e 178 160.0 178

In the school year 1853-54 the instructional staff of the
lowa public school system totaled 25,763 persons, at an
average annual salary of $2,897. Thus, the total indicated
expenditure for instructional staff was approximately
$74.6 milion, If the same number of persons had been
emploved but had been paid the national average rate
for instructional staff ($3,825) the total instructional staff
expenditure would have been $88.5 million, or almost $24
million greater than it was. If the ratio of pupils in aver-
age daily attendance to instructional staff could have
been raised to the national average of 23.3, the total
staff could have been reduced from 25763 to about
19,880, a reduction of 5,883 staff members. At the pre-
gailing average salary in Iowa this would have reduced
instructional staff expenditures from $74.6 million to
$57.6 million, a reduction of about $17 million. It is of
interest to note that with an instructional staff of 19,880,
but average instructional salary of 43,825 per staff mem-
ber—-the national average for 1953-54—the total expendi-
ture for instructional staff in Iowa would have been about
£76 million or less than $2 million above the amount
actually spent.

The computations presented in the paragraph above
are for illustrative purposes only. It is more difficult to
attain a high ratio of pupils per teacher in sparsely popu-
lated rural areas than more heawvily populated urban
centers.

2. Sources of Public School Revenues.

The sources of current revenues for public scheols in
the eleven Northcentral states and in the nation as a
whole are shown in Table 33. In this table the states are
ranked according to the percent of total current rev-
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enues supplied from state sources. In the Northcentral
area, Michigan ranks first with revenue {rom the state
level supplving slightly more than 50 percent of total
current revenues. Nebraska, with state revenue sources
providing only 6 percent of total current revenues not
only ranks lowest in the Northcentral area but second
lowest in the nation as a whole. Only two states in the
Northcentral area exceed the national average rate of
revenue derived from state sources; Michigan and
Minnesota. In general, Federal revenues provide a some-
what smaller percent of total current revenues in the
Northcentral states than in the nation as a whole, while
local and intermediate levels of government provide sub-
stantially higher than national average shares of current
revenues in the Northcentral area.

In its computations of current revenues derived from
state sources, the U, 8. Office of Education does not con-
sider the Agricultural Land Tax Credit as a state aid
for education. In the 1855-56 school year the indicated
current revenues for public schools in Iowa, as based on
property levies, State aid, and estimated Federal aid,
are approximately $168 million. If the same classifica-
tion as that used by the United States Office of Educa-
tion is employed, that is, if neither the Agricultural Land
Tax Credit nor any part of the Homestead Tax Credit is
considered as a form of State aid to schools, the esti-
mates noted above indicate that approximately 85 per-
cent of all current school revenues were derived from
local sources, with 13.3 percent coming from State sourc-
es and the balance from Federal sources. However, if
Agricultural Land Tax Credit be included as a form of
State aid to local schools the percentages are changed
to 78.3 percent from local sources, 19.86 percent from
State sources, with the remainder from Federal sources.
Thus, even if the Agricultural Land Tax Credit be in-
cluded as a form of State revenue for public schools the
ratio of State to total sources in Iowa would be only a
little more than one-half the average ratio for all states
in the nation as a whole.

Although the Homestead Tax Credit is not specifically
related to local levies for educational purposes—as is the
Agricultural Land Tax Credit—both types of credits do
provide State funds for the relief of local property tax
loads. As approximately 53 percent of total property tax
levies are for school purposes, the current rate of Home-

stead Tax Credit payments of $24.5 million provides
about $13 million of State funds for school operations.

If this amount, $13 million, be included with Agricul-
tural Land Credit payments, and the ““school aids’ prop-
er, the share of the costs of public schools paid from
State funds is raised to approximately 27 percent, on
the basis of estimated total revenues of $168 million for
the school year 1955-56.

Certain pertinent statistical comparisons for public
schools in Jowa and the United States are presented in
summary #orm in Table 34. In brief, the characteristics
of publi¢ school finance and operation in lowa may be
summarized as follows:

1. In terms of effort, us measured by public school revenue
as g percent of Parsonal Income, lowa ranks 8th among the
48 states with an effort of 35.5 percent above the national
average level for all 48 states.

2. Expenditure per pupil n average dally altendance s
moderately higher in Iowa then in the nation as a whole,
but the rate of increase from 1945-46 to 1953-54 has been
lower in Iowa than in the nation as a whole. In 1953-54
Iowa ranked 21st among the 48 states on the basis of aver-
age cost per pupil.

3. The dightly higher than nationul everage lovel of cost per
pupil in lowa results from the effects of two factors: a) the
number of pupils in avcrage daily attendance per member
of the instructional staff is only 77.3 percent of the national
average i Iowa to give the State a rank of 45th among all
states. This factor, in ftsel}, makes for high per pupil costs;
b) average salary of the instructional staff in the lowa pub-
lic school system was apr 24 percent below the
national averege for the school year 1953-54 to give the
state a runk of 37th in the nation.

4. In some measure, the high ratio of public school costs to
the income of the peonle of the State of Iowa reflects the
fact that public school enrollment ax o percent of popula-
tion is higher in lowa than it is for the nation as a whole.

. The amount of Personal Income per child enrolled in the
school year 1953-54 was only $7,859 in lowa—20 percent
below the average for all states.

3. Organization of Yublle Schools in Towa,

The number of school districts, schools, instructional
staff, and enrollment in the Northcentral states and in
the United States as a whole are shown in Table 55. In

N

Table 53. Sources of Current Revenues* for Public Schools, Eleven North¢entral
States: School year 1953-54,

Federal State Local and intermediate® All sources
Amount Percent Amount Percent Amount Percent Amount  Percent

State (,000) (,000) (,000) {,000)

Michigan ... e — e $14,573 3.9 $ f97.787 50.6 $ 178,174 45.6 $ 290,534 100.0
Minnesota ___.._... o e aene 6,409 38 66,925 39.8 94,684 56.4 168,019 100.0
Indiana _. 5,884 2.8 67,811 326 134,546 64.6 208,241 100.0
MiSSOUTT v oo eavenaeee 8,248 5.1 49,908 30.7 104,233 64.2 162,389 100.0
North Dakota ..o - 879 3.0 8,055 27 20,111 69.2 29,045 100.0
Kansas .. e 6,098 5.9 23,988 23.2 73,484 70.9 103,548 100.0
TIENO0IS eveem oo meee 8,470 2.0 74,933 17.4 347,431 80.6 430,834 100.0
Wisconsin oo rmemaree e ann 4,313 2.6 23,826 154 137,386 82.0 187,524 100.0
TIOWA e 3,533 2.3 18,613 12.3 129,122 85.4 151,268 100.0
South Dakota —..coooomiim e 1,475 4.1 3,754 106 30,335 85.3 35,564 100.0
Nebrasks oo venere e 2,152 3.4 3,549 6.2 57,331 204 83,431 100.0
U S e e $335,237 45 $2,944,103 374 $4,567,512 58.1 $7.866,852 100.0
o!-.mnﬂ?:mmmumhmmmmmmmma,md hool land } ; exclude receipts from bormowing, bond sales, and sals

b, Includes minor receipts from patrons, apd gifts,
Source: (1.8, Office of Education, Cirenlar No. 480, July, 1856.
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Table 54. Selected Statistical Comparisons for Public
Schools: Iowa and the United States

lowa
il
United Percentof in48
States Measure U.s. States
Public school enroll-
ment as percent of
population, 1953-54...18.21% 19.64% 107.8% 20th

Perscnal income per
child enrolled,
1953-54¢ ... $9,819

State and local rev-
enue for schools,
as percent of Per-
sonal Income ...

Average annual sal-
ary of instructional
stafi:
School year, 1945-46.$1,995
School year, 1953-54..$3,825
Percent increase,
1945-46 to 1953-54...._.91.7% 72.9% 79.4 39th

Current expenditure
per pupil in aver-
age daily attend-

ance;

School year, 1945-46 3136 $144 105.9 21st

School year, 1953-54 8265 $274 103.5 21st

Percent increase,

1945-46 to 1953-54.....94.9% 90.3% 95.2 26th
Pupils in average

daily attendance,

per member of in-

structional staff,

1953-54 e 233 18.0 T3 45th

Sources: U.S. Office of Education, and U.S. Department of Commerce.

$7.859 80.0 29th

- 2.65% 3.59% 135.5 6th

41,676 84.0 28th
$2,897 75.7 37th

the eleven Northcentral states are to be found over 65
percent of all the school districts in the United States.
In five of these states—Iowa, Nebraska, South Dakota,
North Dakota, and Wisconsin—are located 33 percent of
all the school districts in the nation. In contrast, these
same flve states account for only 5.5 percent of the na-
tion's total public school enroliment. In the school year
1953-54 only three states—Nebraska, Wisconsin, and Min-
nesota—had a larger number of school districts than
Iowa. In terms of the number of schools in operation,
Iowa ranked 5th in the Northcentral area in elementary
schools and st in secondary schools, In 1953-54 there
were only eight other states in the nation as a whole
which had a larger number of high schools than were to
be found in the State of Iowa. The State of Illinois, for
example, with total enrollment of more than two and
one-half times enrollment in lowa, operated only two-
thirds as many high schools as were operated in the
State of lowa.

The Northcentral states also contain more than a pro-
portionate number of the remaining one-teacher schools
in the nation. In Table 55 the states are ranked in the
order of the percent of elementary schools operated as
one-teacher schools. The range in the area is from al-
most 93 percent in Nebraska to about 7 percent in Indi-
ana. In the region as a whole are to be found approxi-
mately 64 percent of all one-teacher schools in the entire
nation. In the nation as a whole the number of cne-teach-
er schools is equivalent to 38.6 percent of the total num-
ber of elementary schools as contrasted with 61.6 per-
cent in the eleven-state region as a whole.

In contrast to the major share of school districts and
number of schools t0 be found in the Northcentral states,
the area accounts for only 23 percent of total public
school enrollment and 25.2 percent of the total instruc-
tional staff in the nation’s public school system. In the
eleven-state area only 3 states—I[llincis, Michigan, and
Indiana— employ larger instructional staffs than is em-
ployed in lowa. Wisconsin, Minnesota, and Missouri—all

Table 55. Number of School Districts, Schools, and Instructional Staft for Public
Schools: Eleven Northcentral States, 1953-54

- Number of Schools

One-teacher schools

School

State Districts  Elementary Secondary
Nebraska ... 4,082 479
South Dakota ... 3,023 2
North Dakota ... 2,681 378
IOWA ., 5,058 905
Wisconsin ... 5,237 559
K:?nsas - 3,046 848
Minnesota ... 5,508 572
Michigan ... 5,333 703
Missouri ._.......... 8,000° 702%
Illinois ..............._. 2,189 616
Indiana ..... 2,036 797
Northeentral states 41,078 44,192 8,630
United States ........82,569 110,875 25,837
Northcentral states
&s Percent of
United States ._...._.. 65.2% 89.9% 25.9%

s, Data for schosl year 1951.52.

. Estimated,

Souree: U.S. Ofes of Education, Circulsy No. 480, July, 1958,

Percent of all Instructional Enrollment

Number Elem. Schools Staft (,000)
3,789 ) 92.8 12,780 250
2,775 g1.8 7,651 128
2,447 913 7,166 123
3,594 71.1 25,763 523
3,699 0.6 23,191 557
1,834 63.5 18,854 407
2,831 51.4 22,902 552
2,538 476 49,380 1,241
2,694 449 25,598 04

772 35.3 54,122 1,383

150 7.4 28,855 812
27,223 616 276,262 5,681

- 42,825 35.8 1,098,320 28,836
63.6 — 25.2 23.1




70 REPORT OF THE IOQWA TAXATION STUDY COMMITTEE

states in which public enrollment exceeds that in lowa—
employ smaller instructional staffs than Iowa.

The trends in the total number of districts, the num-
ber of high school districts, and operating and nonoper-
ating rural districts are shown in Chart 12 for Iowa. In

m districts which formerly did not operate schools, The
composition of school districts in Iowa, as of July 1, 1955,
is shown below,

School Districts in Iowa

the school year 1945-46 the State of lowa was organized July 1, 1956 )
. 4 7 - . : , 3 - N .
declined 1o 3949 n the school year 195556, and to  Tvpe of District Number
3,679 as of July 1, 1956. During the school year 1955-36 Commpnity U URUOUUURVRUUUUOUTOT £ :
the number of high school districts in operation was 65 Cpnsohdated' ..... senraneeins SO SU U SPUTOUTTUUOUUUTUTR < + -+
less than ten years earlier. The decrease in the number City, town, and village® . IS -4 |
of rural districts was 781. As shown in Chart 12, not all Township ... SSUOURUPRR RO . )
of the rural districts actually operate schools. The num- B 3 V0 ) SV PRTRRRRO.X | § |
ber of nonoperating districts reached a peak of almost
1,700 in the school year 1953-54. The decline in the num- TOta) o eemsverre e e 3 BT
ber of nonoperating distriets since that time reflects the +. Some consolidated districts do not muintain high schools.
reduction in the number of districts through reorganiza- » Some in rural areas.
tions rather than the opening up of operating units with- Source: State Department of Public Instructios.
CHART 12. SCHOOL DISTRICTS IN IOWA:
SCHOOL YEARS, 1945-46 TO 1955-56
NUMBER OF
DISTRICTS
5.000 b~ ALL DISTRICTS s.000
HIGH SCHOOL DISTRICTS
4,000~ —{ 4,000
3000 —1 3,000
RURAL DISTRICTS ’
(OPERATING SCHOOLS)
2000~ -—2,000
M
1000~ RURAL DISTRICTS - =000
(NOT OPERATING SCHOOLS) -
0 I | | | | i | ~ 1 | | | o
1945- 46- 47- 48- 49- 50- 51- 52~ 53- 54- 55-
46 47 48 49 50 §6I 52 53 54 55 56
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High School Enrollment and Cost by Size of School,
Enrollment, the number of pupils enrolled per teacher,
and average cost per pupil as computed for tuition pur-
poses are shown in Table 56. The data in this table were

compiled at the beginning of the school year 1933-56

In September, 1955, 494 or 61 percent of the 808 high
school districts in Iowa had total enrollment of less than
100 students. These same districts accounted for slightly
less than 23 percent of the total number of students en-
rolled but employed 32.3 percent of the State’s total high
school teaching staff.

The average number of students enrolled per teacher
varies from a low of only 6.0 in the high schools with
total enrollment of less than 25, to a high ®f 20.7 pupils
per teacher in high schools with enrollment of over 600
students. In general, the average cost per student, as
computed for tuition purposes, varies inversely with the
ratio of pupils per teacher. The minimum average cost
per student is reached in the high schools having enroll-
ment between 400 and 500 students. Beyond this size
average cost increases slightly, primarily because of the
fact that the largest schools are located in larger towns
in which average salaries for the instructional staff
are higher than for high school staff located in the
smaller towns, and because of differences in educaticnal
Programs.

Table 56. High School Tuition Costs, and Enrollment per
Teacher, by Size of School, 1955-56.

Pupils Average
High School Number Enrolled Tuition
Enrcllment, of Number per Costs®
Class Districts Enrolled Teacher Per pupil
0-24 26 463 6.0 $711
25-49 161 6,148 3.9 544
50-74 170 10,504 10.8 480
75-99 137 11,704 11.7 459
100-149 138 16,655 13.1 438
150-199 48 8,326 141 408
200-399 50 11,570 15.7 411
300-399 a2 10,774 16.8 381
400-499 18 7.968 19.0 372
500-599 7 3,866 18.6 379
Over 600 21 39,209 20.7 420
Total 808 127,187 14.9 $470

*. Average tuibion eoits are computed on basls of costs in ing
whool year, a8 provided by law, The computed value may cxcced &e maxia
mum permisseble charge in some cases.

Source: State Department of Public Instruction.

The data presented in Table 56 do not provide any
answer to the question as to the relative quality of in-
struction in high schools of wvariocus sizes, nor do the
averages mean that costs are uniformly higher in the
smaller schools than in the larger schools. The range or

variation in cost perp pupil is extremely great, particu-.

larly in the smaller schools. For example, in one high
school having a total enrcllment of more than twenty-
five but less than fifty, the cost per student as com-
puted for tuition purposes is $1,202. In the same size
category the lowest cost per student as computed for
tuition purposes is $277. But in general, there is a clear-
¢ut tendency for both the average cost by size of school
and the median within each size category to decline to
a minimum figure in the 400 to 500 enrollment size, The
major factor which explains this decline is the fact that
the larger schools can provide a higher degree of teach-
er utilization as reflected in the column in Table 56 show-

ing the number of pupils enrolled per teacher.

Elementary Enrollment and Pupil Teacher Ratios. Ele-
mentary enrollment, teaching staff, and number of pupils
per teacher in the Iowa publi¢ school system are shown
in Table 57, by type and size of district. Average tuition
costs per elementary pupil are also shown in Table 57
for elementary pupils in districts maintaining high
schools.

Approximately 85 percent of all elementary pupils in
the Jowa school system are enrolled in schools operated
by districts maintaining high schools. Elementary enroll-
ment, classified by size of high school enrollment, is
shown in the upper portion of Table 57. In general, the
number of students enrolled per teacher is greater in the
elementary grades maintained in the larger high school
districts. However, the variation is much smaller be-
tween the lowest and the highest ratic than in the case
of the high school pupil-teacher ratics. For all elementary
schools in high school districts the average ratio of
pupils enrolled per teacher was almost 26 in the school
year 1955-56. In contrast, the average ratio of pupils to
teachers was less than sixteen in rural elementary
schools, and less than fourteen in rural schools with only
one teacher, For all elementary grades the average for
the state as a whole is 23.6 pupils enrolled per teacher.

Total elementary and secondary enrollment per teach-
er in the Iowa school system was 20.7, as compared
with an average of 27.7 in the nsation as & whole. Thus,

Table 57. Ratio of Elementary Enrollment to Teacbers and
Tuition Costs Per Pupil, by Size and Type of School, 1955-56

Elemen- Enroll- Average

tary ment Tuition

Type and Size Enroll- Elementary Per Costs Per
of District ment Teachers Teacher Pupil

Districts maintaining
High Schools: By size

of High school enroll-
ment
0-24 2,384 119 200  $295
25-49 , 18628 714 215 263
50-74 26711 1,189 229 238
75-99 20175 1163 251 233
100-149 41,134 1573 262 293
150-199 19210 723 267 206
200-299 24602 944 260 200
300-399 24101 934 258 222
400-499 1797 707 253 207
500-599 8694 330 264 213
Over 600 123,039 4,440 277 246

Totals for elementary
Grades in High School

di\.stricts ..................... 333,809 12,887 25.9 $236
Non-high school
Distriets:
Rural, one teacher ........40,393 2,903 13.9
Rural, two or more _
teachers .._......_..._. 16,653 742 220
Totals, non-high
school distriets ... 57,046 3,645 15.7
Grand total, all
Elementary .........390,855 16,532 238

Source: State Department of Public Instruction.



W2 REPORT OF THE IOWA TAXATION STUDY COMMITTEE

in the nation as 2 whole the number of pupils per
teacher was approximately one-third greater than in
Iowa. Jt should be noted that the Iowa and national data
just presented are pupils enrolled per teacher, rather
than average daily attendance per teacher used in ear-
lier comparisons. In general, average daily attendance
is usually from 83 to 90 percent of enrocllment.

The public school system of lowa is characterized by
a high degree of decentralization in administration as
well as in finance. Major characteristics of the system
may be summarized as follows:

1. Despite the fuct that the average annual salary of instruc-
. tional staff in the lowa public school system is below the
average salary in the nation as a whole, public schod costs
in lowa are high relative to costs in the nation oy ¢ whole.

2. lowans make a far greater than average fmancial effort for
the support of public schools as measured in terms of State
und local revenues for public schools as @ percent of Per-
sonal Income of the State’s residents. In the school year
1953-54 public school revenues were equivalent to 3.59
percent of the Personal Income of the State’s residents. The
ratio of public school revenues to Personal Income was
higher in only five of the other 47 states.

3. In the school yeur 1953-54, the ratio of pupils in average
daily attendance per member of the instructional staff was
18 in Iowa, the dth lowest ratio among the 48 stotes. If
the lowa public school system paid salaries equal to the
national level, but with the seme pupil-teacher ratio now
prevailing, the instructional cost per pupil in average daily
attendance in lowa would be one of the highest in the
Northeentral region and in the nation.

4. The Imws public school system derives ¢ much below
avarage froction of its revenue from state sources, At the
local level of goverranent in loww, levies on property com-
prise the sole source of tax recenue.

5. The public school system of lowa is characterized by one
of the largest numbers of school districts of any state in
the natiem. In proportion to enrollment, Iowa maintains an
excessive number of both elementary and secondary schools.
Approximately 8.4 percent of oll of the one-teacher schools
in the nation are to be found in lowa, more than in any
other state with the exception of Nebraska and Wisconsin,

§. The largest 106 high school districts accounted for over 50

percent of all elementury and high school enrollment n
September, 1955.

7. In September, 1955, there were 185 high school districts
with totel elementary and sccondary enrollment of 500
students or more. While thess districts comprise a very
small percentage of the total number of districts their en-
rollment eccounted for 53 percent of all students in the
lowa public school systein, In the same year, there were
879 districts with total enrollment of 300 or more. These
districts, approximately 10 percent of the total number of
districts in the State, educated 74 percent of all the chil-
dren enrolled in the Iowa public school system.

4. State Appropriations for Institutions of
Higher Education

In addition to outlays for elementary and secondary
education, all of the states in the Northcentral make
substantial expenditures for higher education. While the
cost of elementary and secondary public education is
primarily a local financial responsibility in the eleven
Northcentral states, most publicly supported institutions
of higher education depend upon state rather than
local governments for their revenues,

The growth in state appropriations for support of in-
stitutions of higher education, and changes in enrollment
are shown in Table 58, for fourteen of the major state
supported schools in the eleven Northcentral states. The
changes in appropriations and enrollment are for the
period from the school year 1939-40, to the school year
1954-55. The appropriation data were compiled from
the session laws of the varicus states by the Iowa State
Board of Regents. Although every effort has been made
to compile the data on a comparable basis, it is recog-
nized that the allocation of certain items as between
“operations,”’ and ‘‘capital improvements” is, in some
cases, a matter of judgment.

The appropriations for operations include agricultural
extension and experiment stations, and university hos-
pitals except where the appropriation is specifically
designated for the care of indigent patients and medical
services on a statewide basis.

The State University of Iowa, and the Iowa State
College ranked 12th and 13th, respectively, among the

Table 58 Percentage Change in State Appropriations and Fall Enrollment, Fourteen State Supported Institutions of Higher
Education: 1939-40 to 1954-55

Inc¢rease in State Appropria-

tions for Operations®,
1939-40 to 1954-55

Increase in Fall Enrcllment,

Increase in Appropriations
per student enrolled,

1039-40 to 1954-55 1939-4C¢ to 1954-55

Institution ““Percent Rank
Michigan State _............. . 584.l 1
University of K.ansas ... 546.4 2
University of IlNinois............... 526.1 3
University of South Dakota...... 409.2 4
Purdue University ... 4044 5
University of Michigan ... 3918 ]
Indiana University ......ccccveeen. - 383.2 7
University of Minnesota............ 355.3 8
North Dakeota University ... .. 332.7 9
University of Nebraska........_.. 330.4 10
University of Wisconsin............ 2659 11
State University of Towa........ 234.6 12
Iowa State College ................. 2285 13
University of Missouri 142.5 14

= fInclides /ll appropristions except capitl,
Source; State Board of Regemts, Supplemental Obsercations,

Percent Rank Percent Rank

133.5 1 186.6 8
65.3 4 201.1 2
4.5 5 280.7 4
82,1 3 179.6 10
48.3 8 240.1 5
55.6 8 216.0 &
95.4 2 147.2 13
18.6 13 284.0 3
51.8 7 1850 9
6.2 14 205.4 1
25.8 12 191.2 i
26.4 10 164.7 11
28.7 9 155.2 12
26.2 11 98.2 14

submitted to Taxation Study Committes, August 8, 1956, p, 6; and Report, submitted Febroary 3,

1956, Increase in approprigtions per student computed by Toxation Study Cozunittes.
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fourteen state supported institutions of higher education
shown in Table 58, in terms of the percentage increase
in operating appropriations from 1938-40, to 1954-55. The
rate of increase was lower than for the Iowa institutions
only for the University of Missouri.

Towa State College ranked 9th, and the State Univer-
sity of Iowa ranked 10th among the fourteen institutions
in terms of the rate of in¢rease in enrollment during the
Fall term. In terms of the increase in State appropria-
tions per student enrolled, the State University ranked
11th, and the State College 12th among the fourteen in-
stitutions.

Two rough measures of the relative importance of
State support for higher education are presented in Table
58, for each of the eleven states in the Northcentral area.
The appropriation figures in Table 59 are for operations
in all the state-supported institutions, including not only
the institutions listed in Table 58, but also teachers
colleges, technical schools, and other types of higher
educational institutions. -~

In terms of state appropriations for operations as 2
percent of Personal Income, Iowa ranked 4th from the
top in the eleven-state area, with appropriations for the
school year 1954-55 equivalent to .411 percent of Per-
sonal Income of the residents of the State in the calen-
dar vear 1954, Two states which rank high in terms of
the rate of growth in appropriations (Michigan and
Illinois), rank below the median level of the “‘efort’’ to
support higher education, as measured by appropriations
as a percent of Personal Income. Iowa, although ranking
near the bottom among the eleven states in terms of
the rate of increase in total and per student appropria-
tions, put forth a relatively strong “‘effort’” for the sup-
port of higher education, as measured by the fraction of
Personal Income denoted to this function.

The high rank of the State of Towa in the measure of effort
results from a below average rate of growth in income, and not
from an exceptionally high—or cven average—rate of increasc in
State Appropriations for the suppart of higher education.

lowa also ranked 4th in terms of appropriations as a
percent of State general expenditures in the fiscal year
1954-55. The percentages presented in the fourth column
of Table 59, and the rankings based upon them, must be
interpreted with caution, however. These percentages re-
flect not only the relative emphasis placed upon the fi-
nancial support of higher education in the various states,
but also the overall level of state expenditures, and very

Table 59. State Appropriations tor Higher Education,
Eleven Northecentral States, 1954-55.

Percent of
State General
Expenditures,

1954-55*
(Per-
cent) (Rank)

28
6.4
7.4
6.6

Percent
of Personal
Income, 1954
Amount* (Per-
(,000) cent) (Rank)

.8 5,146 677
4,823 -235
16,531 .485
wvie... 18,289 411

State

North Dakota ...
South Dakota
Kansas
IOWA .

Nebraska ........... 8995 402
Minnesota ... ... 20,555 398
Michigan ............ 48,808 344
Indiana 2340

Wisconsin ... 19,336 314 .
Ilinois ... 45,406 229 8.5
Missouri ................. 11,087 157 3.3 1

= Includes all apropriations except capital and appropriations for care ot
indigent patients and statewide sorvices

t. State “Gencral Txpenditures™ cxclude liquor store and Insurance trust
expenditures; include both operating expenditures and capital cutlays, and
direct expenditure: and s to local umits of Roverneent.

Sources: (1) Appropriations: R of State Board of Regents, to 'Taxation
Study s(‘:)ommittee. ebruary 8, 1056, { Matorials suppliod in antwer 10 Quuse
Hon .

(2) Personal Income: U.S. Department of Commaerce. Surecy of Current
Business, August, 1936, p. 10

(3) State General Expenditures: U.S. artment of Commerce, Com-
pendium of State Covemment Pingnees e J955, p. 22,

5.4 10
3
1

— D o0 =3 LR N N N
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importantly, the allocation of financial responsibility be-
tween states and their political subdivisions, In Nebra-
ska, for example, the State government plays a much
less important role in financing general expenditures of
state and local government than is the case in other
states in the Northcentral area. Thisg difference in the
division of financial responsibility between the State of
Nebraska and its political subdivisions is an important
factor in accounting for the high ratio of outlays for
higher education to total state general expenditures.

In short, the percentages shown in Column 4 of Table
59 indicate only the relative importance of appropria-
tions for higher education in total state general expen-
ditures - nothing more.

Table 60. Cumulative State Appropriations for Capital Improvements at State Supported Institutions of Higher Education,
1939-41 through 1953-55; Eleven Northcentral _States.

An:iount‘
State (000,000)

Nlinois ..o 51040 $11.11
Michigan 3 7.68
Indiana A 9.44
Minnesota 10.81

{rank)

WiSConsin —vveee e ‘ 7.79
Missouri . 6.54

s X 12.45
IOWA e X 5.33

Nebraska ..o . 6.76
North Dakota .. 14.47
South Dakota 11.89

+. Exclusive of sppropriations for howpitals and medical conters in all states,
*, Excludes interim committee nllocations,

Per capita
(Amount*)

Annual average, as Percent of
Personal Income, 1955
(Percent) (rank)

031 5.5
.023 9
031 5.5
039 4

(rank)

027 7.5
022 10
047 3
021 11

027 7.5
066 1
059 2

¢, Appropriations for the 18 year poerfod, divided by population estimaies for July 1, 1955,
Sources: Stete Board of Regeats Report; U.S. Department of Commerce {population and Personal Income).
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Capital appropriations for state supported institutions
of higher education in the Northcentral states are pre-
sented in Table 60, for the sixteen-year period beginning
July 1, 1839 through June 30, 1955. In general, appropria-
tions for hospitals and medical centers are excluded in
all the states; allocations made for capital outlays by
the interim Budget and Financial Control Committee are
excluded from the Iowa appropriations. From the bien-
nium 1939 - 41, through the 1953 - §5 Biennium, the ¢cumu-
lative allocations to the three Iowa institutions of higher
education were $726,137.58, Of this amount, $348,059.76
was allocated for the repair of the fire damage of the
Chemistry building at the State University, Approximate-
ly $181 thousand of the total allocation was for remodel-
ing of facilities for pediatrics and for polio treatment at
the University Hospital. This amount was, in effect, re-
placed by reversions from RR and A funds, and by a
transfer from SS and M funds of the University Hospital.

In terms of total appropriations over the period as a
whole, Iowa ranks 8th among the eleven states. How-
ever, the eleven states vary widely in population, econo-
mic resources, and enrollment in their respective instit-
utions of higher education. In an effort to render the

capital appropriation data somewhat more comparable,
two relative measures are presented in Table 60. It is
emphasized that both of these measures are rather crude,
and both have only limited usefulness as a basis for
Iinterstate comparisons.

For the sixteen-vear period as a whole, capital appro-
priations per capita of the total pepulation on July I,
1955, varied from $14.47 in North Dakota, to a low of
$5.33 in Yowa. In terms of the annual average capital
appropriation over the sixteen-vear period, ¢xpressed as
a percent of Personal Income in the calendar year 1955,
North Dakota again ranks first, and Iowa ranks last
among the eleven states.

Thus, while state appropriations for operation of in-
stitutions of higher education, expressed as a percent
of Personal Income, were higher in lowa than in seven
of the eleven states in the Northcentral area in 1954-55,
average annual appropriations for capital improvements
over a sixteen-year period have been lower for the Iowa
institutions than for the institutions in any other North-
central state, relative to 1955 population and Personal
Income in the respective states.




CHAPTER VI

Highway Revenues and Expenditures in lowa

Some aspects of highway finance in Iowa have been
discussed in preceding chapters. The major features pre-
sented earlier were as follows: (1) The contribution of
the growth in highway revenues to ithe general postwar
increase in taxes in Iowa was described in section 4 of
Chapter 1 (Sce Tables 8 and 9); (2) The significance
of highway costs as one factor contributing to the high
level of governmental costs in Iowa was discussed in
Chapter 3. Comparative state tax revenues for highway
purposes in Iowa and other Northcentral states were
shown in Table 35 of Chapter 3. In this chapter it was
also noted that, relative to Personal Income, estimated
expenditures for highways, roads and streets during the
fiscal year 1956, were substantially higher in Iowa than
in the nation as a whole; (3) The relative importance of
highway user taxes in total state tax collections was
shown in Table 39 of Chapter 4 for Iowa and ten other
Northeentral states.

In general, the growth of highway revenues has ge-
counted for a very substantial part of the overall growth
in Iowa tax revenues; highway revenues and expendi-
tures are higher in Jowa on a per capita basis and as a
percentage of income received by residents of the State
than is true in the nation as a whole; and the State gov-
ernment of Towa relies more heavily than most states
on highway taxes. More detailed revenue and expendi-
ture statistics, and comparative taxes on selected types
of motor vehicles are presented in the following scctions
of this chapter.

1. Revenue Sourves.

The major sources of revenues for highways, roads,
and streets in lowa are shown in Chart 13 for the years
1946 through 1956, The sales and use tax allocation for
highway purposes, and Federal aids for all types of
highways and roads are taken from data supplied by
the Iowa State Highway Commission. Revenues from

CHART 13. MAJOR SOURCES OF HIGHWAY REVENUES
IN IOWA: [946-1956
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motor vehicle licenses and gasoline taxes are from an-
nual reports of the United States Bureau of the Census.
Property taxes levied at the county level for road pur-
poses are those reported by the Iowa State Tax Com-
mission.

As will be noted in Chart 13, highway revenues from
the sources shown have risen from slightly less than $50
million in the fiscal year 1846, to almost $160 million in
the fiscal year 1956. The incrcase has occurred in all of
the major tax sources, with the exception of county lev-
ies for road purposes which have been substantially un-
changed since 1952.

Several minor sources of revenue available for high-
ways, roads, and streets have been omitted from Chart
13. These omitted revenue sources include property
levies of urban governments, special assessments for
road and street purposes, funds made available for
street purposes through general appropriations from
municipal funds, bridge tolls, and miscellaneous receipts
at both the local and the State levels. A condensed sum-
mary of reported and estimated revenues for highways
and streets for the fiscal year 1956 is shown in the
tabulation below.

Revenues for Highways, Roads, and Streets, 1956.

Amount

Source of Funds (,000,000) Source of Data

Vehicle registration

fees o $45.5 Iowa Highway Commission
Vehicle fuel taxes ... 53.1 Towa Highway Commission
Sales and use taxes.._ 134 Iowa Highway Commission
Federal aids _.._.... - 179 lowa Highway Commission
County road levies ... 31.2 Jowa Tax Commission

Estimated Urban Property
Levies and special Bureau of Public Roads
Assesgments . _ 7.2 Estimate for calendar
— Year, 19538
Total oo eccnreems 188.8

It is emphasized that the figures shown above are
funds becoming available rather than receipts from cur-
rent taxes. For example, the funds made available from

“vehicle registration fees were substantially larger during

the fiscal year 1936, than the actual collections from this
source during the same period.

Revenues available which can be recorded with a fairly
high degree of accuracy totaled slightly more than $161
million in the fiscal vear 1956. These sources of funds
were reported by the agencies noted in the tabulation
above, The amount shown for county road levies is for
collection in the calendar vear, 1956. Towa is one of a
number of states for which complete, accurate data for
local revenues for streets are not available. In the cal-
endar 1953, the United States Bureau of Public Roads
estimated that urban property levies and special assess-
ments for roads and streets were $7.2 million, It is highly
probable that this amount was at least as large in 1956
as it was in 1953. Thus, conservatively estimated, total
revenues avatlable for highways, roads, and streets were
at least $168 million in the fiscal year 1956. This figure
does not include any estimate for appropriations from
general funds by local urban governments for street pur-
poses, Nor does it include other miscellaneous urban
street revenues reported to have been $2.4 million
in 1953.*

Per Capita Bevenues from Major Highway-User Tax-
es, 1956. Total and per capita receipts from the two
major sources of state highway revenues are shown in
Table 61 for the fiscal vear, 1956, On a per capita basis,
the motor vehicle fuel tax produced slightly more than
$20 in lowa, the second highest per capita vield in the
eleven-state Northcentral area. The per capita yield of
motor vehicle fuel taxes 18 influenced by the number
of motor vehicles per capita of the populaticn, the de-
gree of use of vehicles, the revenues collected from
transient motorists and truckers, and a wide variety of
minor factors. Several states in the Northcentral area
have motor vehicle fuel tax rates as high as the rate in
lIowa, but have substantially lowexr per capita tax col-
lections. In all but one of these states—Michigan—the
ratic of registered vehicles to population is lower than
in Iowa. ‘

At the beginning of the calendar vear 1956, the motor
vehicle fuel tax rates in the 43 states and the District
of Columbia were distributed as follows:

1.5, Burcay of ‘P‘ubhc Roads, Highway Statistics: 1954, Table UF-R-1,
p. 80.

Table 61. Total and Per Capita Revenues from Major Highway-User Taxes, Fiscal Year, 1956: Eleven Northcentral States.

Motor Vehicle Fuel Z_axes
Amount Rate:  Per Capita
(,000) ¢ per gallon* Revenue

e$ 12,052 $18.77
11,224 16.58
——— 30,388 22.00
17.02

15.09

20.23

9.88
16.88
13.69
18.38
13.99

. Rates in effect during Bscal year 19586.

. Rate on dicsel fuel, 7¢ per gallen.

. Ratc raised lo per gallon during 1855,

. Rate raned 2¢ gallon during 1953,

. Rate raised 1.5c per gallen during 1955.

. Includes operstors’ licenscs.

. Motor vehicles also subject tn property taxes,

Motor Vehicle License Revenues Combined Fuel and
Amount  Per Capita Per Vehicle License Taxes
(,000) Revenue Reg.in 1954 Per Capita Rank

$ 8426 $13.12 $28.11 $31.89
5,638 8.33 17.92 2491
5,007¢ 3.69 8.00 25.69
19,386¢ 9.41 19.36 26.43
32,386 10.20 24.79 2529

40,692 15.12 35.59 T 3535

31,859+ 7.72 22.22 17.58
368,026 9.75 26.85 28.83
80,711* 8.62 24.14 2231
87,573 9.34 23.73 27.72
34,104 7.88 20.27 21.88

curcew: U.S. Bureau of the Census, State Tax Collections in 1958; Buresu of Public Roads, Highway Stetistics: 1934,
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9.77¢ per gallon.
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Local Revenues: Urban, 1953
P

Total
(,000)

Fourteen states impose higher rates than the Towa rate,
seventeen impose the same rate, and eighteen states
impose rates of less than 6 cents per gallon. The lowa
rate is only fractionally above the unweighted average
for the forty-eight states and the District of Columbia.

The net per capita yield of the motor vehicle fuel tax
is also affected by statutory provisions and prevailing
practices in the various states with respect to exemp-
tions and refunds of the tax on fuels for nonhighway
uses. According to the United States Bureau of Public
Roads, refunds have been claimed for from 20 to 25 per-
cent of all motor vehicle fuel sold in Jowa in recent
yvears. The exemption and/or refund ratio has been in
the same bracket in Kansas and Montana. The ratio is
substantially higher in South Dakota (from 25 to 30 per-
cent of total gallons sold), and in North Dakota (from
40 to 45 percent). In contrast, the ratio of refunds is
only 5 to 10 percent in Indiana and Michigan: 10 to 15
percent in Missouri, Nebraska, and Wisconsin; and 15 to
20 percent in Ilincis and Minnesota, .

On a per capita basis, as well as on the basis of the
average license revenue per motor vehicle registered,
lowa had the highest motor vehicle license receipts of
any state in the Northcentral area. In terms of combined
per capita motor vehicle fuel taxes and license fee rev-
enue lowa also ranked first in the eleven-state area.

One tactor which accounts for the high per capita level
of highway-user revenues in lowa is the large number
of automobiles and other vehicles relative to the popula-
tion of the State, In 19854, lowa ranked $th in the nation
in terms of civilian population per passenger car. In
general, agricultural states in the Midwest tend to have
more automobiles relative to population than some of
the more heavily urbanized states, and the low income
Southern states. Although Iowa ranked very high in
terms of automobiles relative to population in 1954, the
rate of increase in passenger car registrations in Iowa
from 1941 to 1954 was the lowest in the nation—29.1 per-
cent as compared with a national average rate of in-
crease of 63.5 percent.**

Revenue Sources by Level of Goverament, Revenues
tor highways and streets, exclusive of receipts from bor-
rowings, are shown in Table 62 for eleven Northcentral
states by the level of government receiving the revenue.
The state revenues are for the calendar year 1954. Local
revenues of rural governments and of urban govern-
ments are for the calendar year 1953. The local revenues
of urban governments for lowa are estimates of the U. S.
Bureau of Public Roads based on available data from
State sources. In Iowa, approximately 42 percent of the
highway revenue of local rural governments was re-
ceived in the form of aid from other levels of govern-
ment, primarily the State. Local urban governments in
Iowa received a little over one-third of their total road

ments, but also includes some transfers of funds from coun-
, Highway Swtistics: 1084, Tebles 5F-1, LF-R-1, and

icenses, whesl 1

, sprcial assessments, w
tor use ¢p Incal streels), and miscellancous sevepnes.

From
Other Gov'ts.
{,000)*

Does net include fideral-aid urbun funds,

Sources
(,000)*
These aids are shown in state receipls from federal soarces.
® Partinlly estimrated.

From Local

Spurce: US. Burcau of Public Noads

! Primerily aids from state gove
Uf-R-1.

* Includes propeety levies
motor vehiclas fuel tages and

ties, townships, et

Local Revenues: Rural, 1953
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Total
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4 Use Tax

ificall
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Current
Revenues
(,000)*
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State Revenues: 1954
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but (ncludes

spreial awctonents, ap
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.
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67,594
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Minnesota

Table 82. Revenues for Highways and Streets, Exclusive of Borrowings, Eleven Northcentral States, Calendar Years, Level of Government.
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“®Automobile Manufscturers Assoclation, Aufomobile Facts and F gures,
35th edition, 1935, p. 23,
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and street revenuc from State sources in the calendar !
vear 1953, according to the Bureau of Public Roads.

1
2
1
]

2 Sources and Disposition of State Highway Revenues.

The major sources and uses of state highway revenues
for the calendar year 195¢ are shown in Table 83, for
lowa and states in the Northcentral area. In 1954, Towa
derived a smaller percentage of its revenue from motor
vehicle fuel taxes than all but two other states in the
Northcentral area. The fraction of total state highway-
user revenues derived from fuel taxes was also substan-
tially lower in Iowa than in the nation as & whole. In
1954 only onc other state in the Northcentral area, Wis-
consin, received a larger fraction of its total state high-
way user revenue from licenses and carrier taxes than
was received in lowa.

The composition of state highway revenues in lowa is
also characterized by a greater than average percentage
of revenue from State taxes other than the motor vehicle
fuel and license taxes. In 1954, allocations of receipts
from sales and use taxes supplied 11.1 percent of State
highway revenues in lowa. South Dakota derived almost
10 percent of highway revenues from general fund ap-
propriations and a use tax on motor vehicles purchased
out of the state. Michigan also received a significant
fraction, almost 5 percent, of its highway revenues from
sources other than the gasoline tax and license fees. In
the nation as a whole, receipts from toll roads account
for a substantial part of highway receipts other than
fuel taxes and license fees,

During 1954, the Iowa motor vehicle fuel tax rate was
5 cents per gallon. The higher current rates of 6§ cents
per gallon for gasoline, and 7 cents per gallon for diesel
fuel have increased the relative importance of the fuel
taxes as a source of State highway-user revenues. In the
fiscal year ended June 30, 1956, fuel taxes accounted for
approximately 43 percent, license fees 32 percent, sales
and use taxes 11 percent, and Federal aids 14 percent
of total State highway revenues. Thus, recent—and tem-
porary—increases in the fuel tax rates have brought the
pattern of lowa highway revenues closer to the “‘pver-
age” national pattern. But the substantial amounts of
revenue from the sales and use tax source continue to
make the lowa pattern somewhat unique among the
states,

Highway revenues collected by the various states are
expended for state-administered highways and roads, in-
cluding urban extensions of primary and secondary
roads under state control, for allocations to county and
other local roads and, in some states, to municipalities
for construction and maintenance of streets. The Towa
pattern of allocation of State-collected highway revenues
is quite different from the national average pattern. The
more important differences were as follows in the calen-
dar year 1954:*

First, the percentage of State highway revenues allo-
cated to local governments for county and other rural
reads was higher in Iows than in any other state. In
1954, slightly more than 43 percent of total disburse-
ments from State highway revenues in Iowa was made
in the form of transfers to counties, as compared with
a national average of 13.9 percent.

Second, the percentage of State highway revenues ex-
pended for State-administered primary roads and exten-
sions of primary roads in municipalities was lower in
lowa than in any but ope other state—Tennessee. In
1954, almost 75 percent of state highway revenues was
expendeg on state-administered roads in the nation as a
whole; in Iowa, only 47.4 percent was spent tor this
category of roads.
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Third, the percentage of State highway revenues trans-
ferred to cities and towns was higher in Iowa than in
forty of the fortv-eight states: a larger percentage of
state revenues was transferred 1o city governments for
local streets in only seven states—Illinois, Indiana, Mary-
land, Michigan, Ohio, Tennessce, and Wisconsin.

The share of State highway revenues used for State-
administered roads and urban extensions in Iowa has
risen since 1954, as the result of the imposition of an
additional one cent gagoline tax the receipts from which
are allocated to the primary road system. On the basis
of receipts from the various sources of State highway
revenues tor the fiscal year 1856, and existing statutory
provisions for the allocation of these revenues, almost
53 percent of the total will be available for expenditure
on the State-administered primary road system and ur-
ban extensions of this system, 41 percent will be avail-
able to the counties, and approximately. 8 percent to
cities and towns for local streets. Thus, recent changes
in gasoline tax rates, together with the earmarking of
the receipts therefrom for primary roads, have brought
the lowa pattern of allocation somewhat closer to the
national average pattern. But, in comparison to other
states, Iowa allocations are still “*heavy’’ for local county
roads, and *‘light” for the State-administered primary
gystem.

An appraisal of the pattern of highway revenue distri-
bution in Towa must be based upon a number of factors,
including the nature of the State’s economy, the distri-
bution of population, and traffic density. In addition,
consideration must be given to the portion of the total
mileage administered by the State, by the counties, and
by the cities.

According fo the Bureau of Public Roads, 8.8 percent
of Iowa’'s total road mileage is administered by the
State. This includes 8,662 miles of primary roads, 1,050
miles of primary extensions in towns and cities, and 118
miles of other roads in parks, institutional grounds, etc.
Roads and extensions includéd in the state-administered
systems comprise a much larger share of total road and
street mileage in most states than is the case in lowa.
In 1954, the ratio was lower than in lowa, with 3.8 per-
cent, in only five other states—Kansas, Michigan, New
Jersey, North Dakota, and South Dakota. In contrast
Delaware, North Carolina and Virginia have approxi-
mately 90 percent of their total mileage under state ad-
ministration, and transfer virtually no state revenues to
local governments for road. purposes. Missouri, where
only 2.2 percent of state revenues was disbursed as aids
to local governments in 1954, has 20 percent of its total
mileage, including about 13,000 miles of secondary roads,
in the state-administered system. In the nation as a
whole slightly more than 19 percent of al]l road and
street mileage was in state-administered systems in 1954,

Thus, one factor to be taken into account in any appraisal of
the allocation of road money in lowa is thg fact that the State-
administered system comprises a smaller fraction of the totol road
mileage of the Stote of Towa than is the case in most other states.
Iowa ranks 26th among the 48 states in terms of the number of
miles under State administration, but 6th among the 48 states in
terms of rural miles under local administration. (See Table 88.)

The contribution of State highway xrevenues to the
costs of urban streets must be evaluated in terms of the
expenditures for urban extensions ¢f primary roads, as
well as the percent of State highway revenues allocated
to towns and cities for street purposes. Approximately
$7.0 million of primary road system expenditures were
made on extensions in cities and towns in the calendar
vear 1955. From 1948 through 1955, expenditures for pri-
mary extensions in towns and cities averaged over $4.0
million per year, and comprised 18.8 percent of total

primary road expenditures over the period as a whole.*
These amounts were in addition to the allocations to
towns and cities from the Road Use Tax Fund.

Four of the eleven states in the Northcentral area allo-
cate substantially larger percentages of state revenues
for urban streets than is done in Iowa. However, six of
the states allocete only minor revenues for urban street
purposes. Missouri, which provides for no allocation for
city streets from state revenues, does permit local gov-
ernments to impose gasoline taxes which provide import-
ant revenues for local units of government in that state.
In 1853, urban highway-user taxes provided $9.5 million
of revenue in Missouri municipalities.*”

None of the eleven states in the Northcentral area
diverts any substantial amount of highway revenues to
non-highway purposes. Most of the amounts shown in
the last column of Table 63 are allocations for collecting
and administering highway revenue funds. Wisconsin is
an exception to this general statement, with 5.8 percent
of highway funds allocated to local general funds for
unspecified purposes.

Road Use Tax Fund: Receipts and Allocations. A ma-
jor portion of total highway revenues in lowa is chan-
neled through the Road Use Tax Fund. With the excep-
tion of the 5th and 6th cents of the motor vehicle fuel
tax, virtually all State highway-user revenues are placed
in the Road Use Tax Fund from which allocations are
made to four geparate funds.

The sources of receipts and the allocations from the
Road Use Tax Fund are shown graphically in Chart 14
for the year 1956.*** Of the total Road Use Tax Fund
receipts of $97.4 million, almost 47 percent was received
from registration fees, transferred to the Fund from
County Treasurers and the Department of Public Safety,
Fuel taxes supplied the other major component of Road
Use Tax Fund receipts.

Receipts from the motor carriers compensation tax
are included in registration fees in Chart 14. The receipts
from this source have declined sharply since 1951, and
comprised only a miner fraction of Road Use Tax Fund
receipts in the fiscal year 1956. Motor carrier compensa-
tion tax receipts, truck registration fees, and the number
of trucks registered for the full year are shown below:

Truck
Compensation Registration Number of

Year Tax Revenue* Fees® Trucks registered®
1951 __._$601,141 $10,324.842 152,644

52 ... 510,681 11,054,482 151,700

53 ... 172,584 11,670,909 157,605

54 _..._ 180,581 12,269,563 177,595

55 _... 149,637 13,068,737 182,415

56 .. 162,080 not available

& For fiseal yonrs, as reported by State Highway Cosumission, Auguost, 1958,
% For registration years (December 1 to November 30),
Source: State Department of Public $afety.

The Primary Road Use Tax Fund is allocated 42 per-
cent to the Primary Road Fund, 35 percent to the Sec-
ondary Road Construction Fund, 15 percent to the Farm-
to-Market Road Fund, and 8 percent to cities and incor-
porated towns. As the entire receipts are allocated each
vear the Road Use Tax' Fund does not hold a balance
at the end of the year.

Receipts and Disposition of Funds: The Primary Road
Fupd. Receipts of the Primary Road Fund, by source,
and uses or disposition of receipts, by type of outlay,
are shown grapbically in Chart 15. In the fiscal year

° State Highway Commission, Report to the Transportation Subcorumittee,
Taxation Study Committee, February 2, 1958,
*2 U.S, Bureau of Public Roads, Highway Statistics: 1954.

oe® Chart 14 gmpami from data supplied the Taxation Study Committoe
by the State Highway Commmission, August, 1858.
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CHART 4. ROAD USE TAX FUND: SOURCES AND ALLOCATIONS, 1956
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CHART 5. PRIMARY ROAD FUND: SOURCES AND USES, 1956
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19536, total receipts of the Primary Road Fund were $69.6
million, of which almost 59 percent represented alloca-
tions from the Road Use Tax Fund: 23.3 percent of total
receipts was derived from the temporary 5th and 6th
cents of the gasoline tax, 17.4 percent from Federal aids,
and .5 percent from miscellaneous sources.

Approximately 62.5 percent of Primary Road Fund re-
ceipts was expended for construction during 1956; main-
tenance expenditures accounted for 14.6 percent of re-
ceipts. During the fiscal year 1958, the increase of $9.3
million in the end-of-year balance of the Road Use Tax
Fund was equivalent to 13.3 percent of receipts during
the period.®

3. Comparative Taxes, by Type of Vehicle.

The total state and local tax cost of owning, register-
ing and operating various types of motor vehicles de-
pends upon license fees, gasoline tax rates, personal
property taxes on the vehicle, and *‘third-structure” tax-
es, such as carrier taxes, permit fees, or ton-mile taxes
imposed on commercial vehicles. In view of the fact that
all of these taxes except the motor vehicle fuel tax are
imposed upon such a variety of bases (various measures
of weight, type of tires, number of axles, wvalue, and
piston displacement) a direct comparison of tax rates
and license fees in the various states is virtually im-
possible. However, the effective rates of taxation of mo-
tor vehicles in the various states can be compared by
computing the tax liabilities incurred for the ownership,
registration, and operation of certain standard types of
vehicles in each state,

Comparative taxes on selected types of passenger ve-
hicles, light trucks, and heavy trucks are shown in
Tables 84, 65, and 66 for Iowa, and ten other states in
the Northcentral area. For comparative purposes, the
lowest, the average, and the highest rates in the United
States are also shown,

The majority of states in the Northcentral area do
not levy property taxes on motor vehicles. The states
which do levy property taxes on motor vehicles are indi-
cated in the tables. In terms of total taxes, including

property taxes in those states in which vehicles are sub-
ject to property taxation, the total 1956 license, fuel, and
other taxes on a light weight passenger car were $63.5¢
in Iowa, as compared with a national average of $61.57.
For this class of vehicle Iowa ranks 19th among-the 48
states and the District of Columbia. In terms of the taxes
imposed on a medium weight passenger car, Iowa ranks
29th with a total tax bill of $81.44, just slightly above the
national average of $81.00. For a pickup truck used in
farm service registered at a gross vehicle weight of
4,700 pounds the total tax in lowa is $1.23 above the na-
tional average of $46.89, with Iowa ranking 22nd in the
nation. The same vehicle used off the farm would pay
taxes of $61 in Jowa as compared with a national aver-
age tax on the same type and use of vehicle of $67. In
this comparison lowa ranks 33rd in the nation.

Total taxes on stake trucks ang single unit van trucks
are shown in Table 65. For a stake truck used in farm
service the Iowa tax is $103, as compared with & national
average of $77.89. In this category Iowa ranks 6th in the
nation as a whole. The same truck used in private oper-
ations other than farming would pay taxes in Iowa of
approximately $150, slightly less than the average in the
nation as a whole, to give Iowa a rank of 25th in the
nation.

A single unit van truck used in private operations
would pay the 13th heaviest tax in Iowa of any state in
the nation. The same truck used as a contract carrier
vehicle would pay substantially larger taxes in both Iowa
and the nation. However, for a single unit van truck
employed as a contract carrier, the rate in Jowa is slight-
ly below the national average; Iowa ranks 23rd in the
nation.

The comparative tax bills of two types of heavier
trucks are shown in Table 66. For a tractor—semitrailer
with three axles, registered at 40,000 pounds gross ve-
hicle weight, the average total tax in Iowa would be
$975, almost $100 above the all-state average for a truck
employed in private operations. In this comparison Iowa

¢ Charr 15 constructed from data supplied by the Stare Highway Comymis-
sion, Auvguit, 1956,

Table 64. Comparative Taxes* on Selected Types of Motor Vehicles Eleven Northecentral States, 1956.

Light Weight Medium Weight Pickup Truck* Pickup Truck®
Passenger Car* Passenger Car* Farm Service Private QOperation
Total Rankin Total Rank in Total Rank in Total Rank in
State Taxes U.S. Taxes U.s. Taxes U.s. Taxes us.
Indiana® 3 $115.31 3 $75.86 1 $ 84.38 5
Kansas® ... 10 100.79 11 57.65 8 71.51 14
Nebraska® .. e TL 12 92.01 15 39.00 38 70.64 16
IOWA . . .. 63,56 19 81.44 29 48,22 22 61.00 33
North Dakota ... ... 62.06 23 81.94 23 44.22 29 57.00 a7
Ilinois® ... 24 93.10 13 53.17 11 08.54 18
Minnesota ... 35 75.45 29 40.00 34 55.25 38
South Dakota ....—ecoceeeec—.... 50.80 37 69.20 36 - 4185 31 52.50 43
Wisconsin ... - 50.56 38 59.44 41 33.22 44 71.00 15
Missouri® ... . 41 74.44 30 38.29 41 51.68 48
Michigan .......ccccoceeeiee. 45.06 42 56.74 42 39.72 35 65.70 27
Lowest in U.S. ... .. ..... 3804 — 46.20 —_— 30.09 — 46.00 —
Average, US. .. ... 6157 — 81.00 — 46.99 — 87.00 —
Highest in U.S. ..__.._.._.._. 99.59 —_ 13241 — 75.86 —_ 100.94 —

* Includes motor vehicle fuel taxes, registration focs, property taxes, and other licemses and fess. Exclusive of all Federa) maxes, which ore uniform in all stotes.

* Motor vehiclos subject to property taxation,

+ A light weight club coupe passenger car.

4 A medium weigh? sedan passenger car,

= A truck registered for 4,700 Ibs, gross vehicle weight.

Source:  U.S. Bureau of Public Roads, “Road User and Property Taxes on Selected Motor Vehxles, 1956, Public Rouds, August, 1956,
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ranks 15th in the nation. The same truck employed in
contract carrying would pay slightly higher taxes in both
Towa and the nation. In this comparison lowa ranks 22nd.

A tractor-semitrailer, four axle, diesel-powered truck
registered at 50,000 pounds gross wvehicle weight would
be taxed at a rate slightly higher than the national aver-
age if privately employed in Towa, hut at a rate some-
what below the national average if employed in contract
carrying. In the former comparison, Iowa ranks 17th in
the nation; in the latter comparison Iowa ranks 24th.

The comparisons presented in Tables 64, 63, and 66
have been compijled by the Bureau of Public Roads as a
means o! measuring differentials in state license fees,
gasoline tax rates, ‘‘third structure taxes,” and property
taxes. The assumed characteristics of the vehicles, miles
traveled, and miles per galion of fuel consumed are
identical in all the states for purposes of this comparison.
The gasoline tax rates used in compiling the data in
these tables are the rates in effect January 1, 1856. Thus,
for Iowa and the other states shown in the tables, the
rates are those also currently in effect.

The total tax on most types of vehicles is slightly high-
er in Jowa than in the nation as a whole. In particular,
the taxes on light trucks used in farm service are sub-
stantially higher in Jowa than in most other states for
trucks used for the same purposes—primarily because of
the higher license fees in Iowa. For the heavier type of
truck the Iowa tax is somewhat above the national aver-
age where such trucks are privately used, but the lowa
rates are near, or below, the national average where
such trucks are used as contract carriers.

The near-national average levels of total vehicle taxes
in Jowa are largely attributable to the fact that motor
vehicles are not subject to property taxation in lowa.
Exemption from property taxation offsets the relatively
high levels of registration fees in lowa. The rank of
Iowa in terms of the tax paid for registration and use
of moter vehicles is shown in Table 67 in terms of total
taxes (the basis of the comparison used in the preceding
tables), and solely in terms of road-user taxes. In this
table, road-user taxes are all taxes paid on vehicles ex-
cept property taxes, If the comparisons be restricted to
road-user taxes Iowa ranks near the top in terms of the
severity of motor vehicle taxation, particularly for light
weight and medium weight passenger cars, light trucks
for farm use, stake trucks for farm use, and single unit
vans not employed as contract carriers.

The comparisons presented in Table 67 help to explain
why the total cost of owning and operating vehicles in
lowa is not significantly out of line with national aver-
ages while, at the same time, more narrowly defined
road-user revenues per vehicle, per capita, and relative
to Personal Income are very high in Iowa. The explana-
tion lies in the fact that property taxes, where levied on
motor vehicles are generally not earmarked for highway
purposes.

Registration fees, rather than an abnormally high rate
of motor vehicle fuel taxation account for the high ranks
of Iowa in road-user taxation.

For the standard light weight passenger car used in
the computations shown in Table 64, the average license
fee in Jowa is $29.00, the highest in the Northcentral
area, and only $2.61 below the highest in the nation. For
the medium weight passenger vehicle, the Iowa fee of
$38.00 is the third highest in the eleven-state area, but
$4.50 below the top rate in the nation. For a pick up
truck used in farm service the registration fee in Iowa
is $25.00, the highest in the eleven-state area. Four of
the e¢leven states impose a higher registration fee on
vehicles of this type' for nonfarm than for farm use. The
total tax costs are higher for nonfarm than for farm use

Comparative Taxes* on Selected Types of Trucks, Eleven Northcentral States, 1956.

‘Table 65.

Rank in’
.S

Single Unit Van Truck?
Cmtraﬂ Carrier

"Total
Taxes

“Rank in
us.

Private Operatiot_u

Total

Single Unit Van Truck®
Taxes

" Rankin
us

Stake Truck®
Private _Qperation

Total
Taxes

L8

Stake Truck®
Farm Service

State

26
32
23
34

380.95
425.76
366.35

%396.01

16
18
13
30

$319.06
295.35
328.42
254.40

13
22
25
27

$173.34
152.74
14998
142.89

e 121,45
103.00
19.62

v e $126.94

MAANG® o o
IOWA

Kansas*

lllinois* ......

i8
33
16
46

455.76
372.01
477.30
280.05

N5488
289
Ll e ]

141.73

219.98
196.85
116.90

30
32
37
39

66.75
§2.60
61.35

£6.00

North Dakota .
Minnesota ... ...

- South Dakota ...

Wisconsin ..

28
20
48

18856
449,93
25774

34
11
44

246.22
342.59
224.67

3
3
49

140.48
202.50
84.51

41
43
48

—. 60.50
.. 58.78
e 49.20

Nebraska® . ... ...
Missouri® .. ..

Michigan .....

24484
43149
736.41

403.92
9 Van registered for 10,000 lbs, fro3s vehicle weight,

183.28
283.92

84.51
153.11
253.88

77.89
128.04

. 48.50
¢ Includes fuel taxes, Jicenses, propesty taxes, ton-mie and castitr texes, wheee {mposed.
& Moutor vehicles subjoct to property taxation.,

Lowest in U.S.
Highest in U.S. ... ... __.

Average, US. .

8

Source:  U.S., Bureau of Public Rosds, "Road User and Property Taxes on Selected hotor

Vehicles, 1856,” Public Reads, August, 1956,

< Stako track segistered for 12,500 Ibs. gross vehicle weight.
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Table 66. Comparative Taxes® on Selected Types of Heavy Trucks Eleven Northcentral States, 1856

Tractor-Semitrailer Three Axlec

Private Operation

Total Rankin
State Taxes U.s.
Ilinois® ... S $1,103.26 3
Nebraska® ... rer s 1,045.14 9
North Dakota ...........ccooeo.. 1,035.00 10
South Dakota ... . . 98350 15
IOWA 975.00 16
Wisconsin 985.00 17
Kansas® ... . 908.05 22
Michigan ... 77640 32
Minnesota ... ... . 760.50 37
Indiana® ... ... e e 698,83 41
MISSOUT® Lo et 619.38 46
Lowest in US. ... ceevsreeeeee & 52200 —
Average, U.S. ... 87811 —
Highest in US., ., 1,47091 —

» Includes Fuel taxes, rovistraton foes, pr
b Motor vehicles subject to mperty taxation.
¢ 40,000 gros vehicle weil

450,000 pounds gross \chu.le weight,
Sprrce. US. Burcau of Public Roads.

because larger amounts of fuel taxes are paid in the
former use,

Table 67. Comparative Ranking of Iowa Taxes on Motor
Vehicles, Inclusive and Exclusive of Property Taxes,
1956,

Rank of Iowa in United States

Interms of Intermsof
Total Taxes Road User

Vehicle Type

and use on Vehicle Taxesonly*
Light weight passenger car...... e 19 4
Medium weight passenger car ... 29 5
Pickup truck, 4,700 1bs. G, V.W.;»

Farm use . ... ereeeean 22 -6

Nonfarm prwate use 33 12
Stake truck, 12,500 Ibs. G.V.W

Farm use ... SV 4

Nonfarm private USE oo 25 17
Single unit van, 19,000 1bs. G.V.W.:

Private use ... e 13 5

Contraet carrier 23 17
Tractor-semitrailer, three-axle

Combination, 40,000 lbs. G.V.W.:

Private use ... U 1 - 9

Contract carrier ... _24 19
Tractor-semitrailer, four-axle,

Diesel-powered combination,

50,000 1bs, G.V.W.:

Private use _.._.....coeoceeiivoreceennnn 17 8

Contract carrier .. ....ocoveeveeeveee 24 18

* Total taxes on vehicle, minus property taxes.
LGN W Grows vehicle weight for registration.
Souvce: Pubiic Roads. August, 1956,

Tractor-Semitrailer Four Axle, Diesel
Powered

Contract Carr-.‘rex_- Private Operation Contract Carr.ig‘_
Total Rankin Total Rankin Total Rankin
Taxes U.s. Taxes U.s. Taxes U.s.
$1,103.26 14 $1411.48 10 $1,411.48 17
1,075.14 20 1,357.92 14 1,387.92 bal
1,090.00 17 1,503.75 8 1,558.75 14
093.50 22 1,356950 13 1.369.50 22
980.00 24 1,295.00 17 1,300.00 24
985.00 23 1,220.00 22 1,240.60 28
9086.05 29 1,520.78 ¥ 1,520.78 15
896.40 30 970.5¢ 38 1,150.50 32
768.00 39 1 1,01050 35 1,018.00 38
722.83 42 98119 36 1,005.19 39
644.38 45 80741 42 932.41 42
52200 — 632.00 - 682.00 —
970.12 —_— 1,233.63 — 1,379.19 _—
1,514.33 —_ 253370 — 2,611.83 —_

propérty taxes, and carrier toxes and ton-mile taxes where applicable.

“Road User and Property Taxes on Selected Motor Vehicles, 1956, Public Boads. August, 1936,

For a stake truck of 12,500 pounds gross vehicle weight,
the Iowa license of $70.00 is the highest in the eleven-
state area for farm use. But for private operation off the
farm, three Northcentral states impose a rate higher
than Jowa’s.

In general, for the larger trucks, the lowa registration
fees, while somewhat above the national average, are
not so high, relative to fees in other states, as is the
case for passenger vehicles and the lighter commercial
type vehicles.

4. Comparative Road Mileages, and
Fopulation, Area, Income, and
Vehicle Registration.

Data presented in Chapter III, and in this chapter,
indicate that Jowans make relatively heavy tax payments
for the support of the State’s highways, roads and
streets. The principal factor responsible for the high cost
of Iowa's highway system is the large amount of mileage
in the systermn—particularly that part of the system under
local control. Comparable data in terms of which the
highway system of the states may be measured relative
to population, income, area, and vehicle registration are
presented in Table 68, Figures are shown for each of
the eleven Northcentral states, and the United States
as a whole,

Iowa, with 1.88 percent of the nation’s land area, 1.64
percent of the nation's 1955 civilian population, and 1.3¢
percent of Personal Income in 1955, contains 3.31 per-
cent of all the public roads and streets in the entire
United States. Regardless of area, population or income,
only six states have larger total rural and municipal
mileages—California, Illinois, Kansas, Minnesota, North
Dakota, and Texas. All but two of these states—North
Dakota and Kansas—have larger resources than Iowa
from which to meet the costs of highway construction,
maintenance and ¢peration.

The primary road mileage of lowa, including 1,050
miles of primary extensions in urban areas, is no{ ex-
cessive—relative to land area, population, vehicle regis-
tration and the income of residents of the State. Twenty-




Table 88. Population, Incorne, Land Area, Vehicle Registration and Miles of Roads and Streets: Eleven Northcentral States
Miles of Roads and Streets

Locally Administered

Rural

108,900
81,751
§9,303

115,950
97,343

92,200

76,706
76,134
93,391
85,085
76,093

2,331,366
4.0

8th

Personal Vehicles wiiles ol .
Population, Income, Land Area: Registered State
1955 1955 Square in 1954 Adminis-

State (.000)  ¢,000,000) Miles (,000) tered*
North Dakota 642 882 70,057 299.7 6,624
South Dakota 6871 850 76,536 3146 8,756
Nebraska 1,381 2,147 76,663 637.0 9,904
Kansas 2,060 3,303 82,108 1,001.8 9,939
Minnesota 3,174 5,394 80,009 1,308.5 13,077
IOWA . 2,692 4,213 56,045 1,143.5 9,830
Missouri 4,128 7,560 69,226 1,433.9 22,505
Wisconsin 3,694 7,569 54,705 1,336.8 11,393
Ilinois 9,361 20,988 55,935 3,087.8 12,287
Michigan 7,236 15,632 57,022 2,847.7 9,355
Indiana 4,330 8,201 368,205 1,682.4 10,657
United States 164,280 303,391 2,974,786 58,589.9 647,663
Iowa, percent of

United States 1.64 1.39 1.88 1.95 1.52
Towa, rank in

48 states 22nd 22nd 22nd 17th 26th

& Includes vuzal roads administered by states, ond mumcipal extensions of state systems.

b Includes mvinor muleages under federal control, ot shown swparately,

Sources:

Municipal
2,096
2,084
5,086
7,161

10,879

10,138

10,471

3,356
17,289
13,313
11,257

323,879
3.13

14th

Miles
118,104"

91,706"
104, 552°
133,712
122, 726°

112,168

110,296®
96,289*

122,967

107,733
98,007

3,394,561°
k%) |

7th

Population: U.S. Burcaw of the Censua.
Personal Incotme:

__All roads and streets

"Miles per
Population sq. Mile Pers. Income
Per Mile Land Area Per Mile

54
74
13.2
15.4
25.9

240

37.4
38.4
76.1
67.2
44.2

48.40

U.S. Department of Commaroe,
Vehicle mgistratioa and road neileage: Bureuu of Publie Roads, Highway Statistics:
L954.
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CHAPTER VII

Property Taxation

Although the relative importance of taxes on real and
personal property has declined significantly in Iowa and
in other states since the 1920’3, the property tax is still
the most important single source of state and local tax
revenue in Towa and in the United States as a whole.

Some of the major features of property taxation in
Iowa, and recent trends in property taxation have been
presented in earlier chapters of Part 1 of the Report.
The trend of gross and net levies on property, and total
State and local property tax revenues were presented in
Table 2, and Chart 1 of Chapter I. The trend of local
property tax levies, by type of governmental unit, was
shown in Table 1l of Chapter 1. More detailed data are
presented in this chapter showing changes in the relative
tmportance of the property tax in Iowa’s tax structure,
the importance of property taxation in lowa as compared
with property taxation in other states, the sources of
property tax revenue in Iowa by major types of property
and the assessment ratios for urban and rural properties
in the 99 counties of the State.

1. The Relative Importance of Property Taxation
in Iowa.

Data showing the changing relative importance of prop-
erty taxation in Iowa and io the United States as a whole
are presented in Table 69, from the late 1920’s through
the most recent year for which data are available, In
1929 and until the mid-1930's property tax collections
from current and delinquent levies accounted for approx-
imately 80 percent of all tax revenues collected in the
State of Towa. In 1927, in the 48 states as a whole, prop-
erty tax collections accounted for about 78 percent of
total state and local tax revenues. During the 1930’s there
was a marked shift away from reliance on property taxa-
tion at the state level of government. Many states, in-
cluding Jowa, imposed new forms of taxes, primarily
sales and income taxes, which replaced property levies
as the major sources of state tax revenue. In the major-
ity of the states the taxation of real and personal prop-
erty was left largely to local units of government fol-
lowing the tax revisions of the mid-1830's.

In 1942, property tax collections supplied approximate-
Iy 53 percent of all State and local tax revenues in Iowa,
as compared with about 53 percent in the nation as a
whole, Since 1942 the ratio of property tax revenues to
total State and local taxes has declined in both Jowa and
the nation as a whole, although the rate of decline has
been somewhat greater in the nation than in Jowa. In
lIowa, the property tax reached 2 position of minmimum
relative importance, as measurcd by the percent of total
State and local tax revenue derived from property taxa-
tion, in 1948. By 1953, property taxes had risen in rela-
tive importance in lowa. although the general decline
continued at a very modest rate in the nation as a whole
until 1955.

Throughout most of the period from the late 1920’s up
to the present time property taxation has been a rela-
tively more important source of tax revenue in Iowa than
in the nation as a whole. Towa shares this characteristic
with several other neighboring states having predomi-
nantly agricultural economies.

The decline in the relative importance of property tax-
ation as a ‘source of total state and local tax revenues is
attributable to a number of fiscal developments. In the
first place, the declines noted in Iowa and in the nation
as a whole have resulted largely from the decreased im-

86

Table 69. Relative Importance of State and Local Property
Taxes in Iowa and the United States, Selected Years,
1929 to 1956, by Year of Collection.

{Dollar Amounts in millions})

Property
Taxes
Property as Percent
Taxes as of All
Percent of State and
All all State  Local
State and and Local Taxes
Property ILocal Taxes: Taxes in United

Taxes: Jowa  Iowa* in Iowa States*
(,000,000)  (,000,000) (Percent) (Percent)
1929+ $101 $127 80 78
1932+ 107 136 79 73
1938* 78 134 58 58
1940° 86 145 59 57
1942° 85 155 55 53
43° 85 149 57 —
44* 86 152 57 52
45 89 158 56 52
46 99 183 54 49
47 107 214 50 48
48 123 254 48 46
49 150 286 52 46
50 151 301 50 46
51 162 328 49 45
52 133 354 52 45
53 200 372 54 45
54 214 405 83 45
55 223 424 53 46
56 232 4686 50

= Amounts of property taxes for 1929 snd 1932 are collcctions of current
and delinquent 18103, Source: Brookings Institution, Report, Surrey of Admin.
istration in lowsw, “The Revenue System.” 1933, p. 17

"P!optr) Taxes for 1938, 1940, and 1942-1944 are collections. Source:
Brookings Tastitution., Report, Committee on Postwar Taxation, 19486, p. 91

¢ Data for 1943 and subscqumt years are state and local levies for col-
lection_tn the yoar shown, less the umounts Homestead and Agricultaral
Land Tax Credity applicable to the levies for each year. Source: Town State
Tax Commission. and State Comptrolles Office.

A Exclusfve of vnemp r.vl)'mcnl insruance taxes. Includes all other State tawes,
foer, licenses, ete., lotal property taxes and esumated nonproperty taxes,
Ienses, and fecs of local umts,

* Saurec: LS. Burcan of the Cenmins

f Percentugge for 1927, 1929 Sgure not svmlable.

portance of property taxation in the State tax structure.
For example, in 1927, in the nation as a whole, 23 per-
cent of all state tax revenue was derived from property
taxation. In 1955 property taxes supplied only 3.6 percent
of all state tax revenues. In contrast, local levels of gov-
ernment, which derived 97.3 percent of their tax rev-
enue from property taxation in 1927, were still relying
on property taxation for about 87 percent of their total
tax revenue in 955,

A second factor responsible for the declines noted in
Table 69 has been the higher rate of increase in state
tax revenues as compared with the rate of increase in
local tax revenues since the end of the 1920°’s. From 1927
to 1955 state taxes in the nation as a whole increased by
621 percent, while local taxes increased by only 165 per-
cent. As nonproperty taxes have always been more im-
portant in state tax structures than in local tax strue-
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tures, and as most of the increase in state tax revenues
has been from nonproperty sources, the differential rates
of change in state and local tax revenues have tended w
reduce the relative importance of property tax revenues
in the combined tax receipts of the two levels of gov-
ernment.

A third factor which has accompanied the decline in
the relative importance of property taxation has been
the increase—in absolute and relative terms—in the
amount of state aids to local units of government. In a
large measure these aids have been used to cover local
governmental costs which, in the absence of the aids,
would have been financed by local levies on property. In
the United States as a whole local governments received
9.4 percent of their total revenue in the form of state
aids in 1927; in 1955, local governments received 24.8 per-
cent of their total revenue in the form of state aids.

Finally, it may be noted that the declining relative im-
portance of property taxation in state and local revenue
structures reflects a tendency for important governmen-
tal functions to shift from the local level to the state
level. Thus, these functions are financed t¢ an increasing
degree from nonproperty tax sources. In the nation as a
whole, two of the most important functions which have
tended 10 gravitate from local administration and finance
to state and/or federal levels have been various types of
public welfare services and public highways, particularly
those highways designated as primary roads.

Interstate Comparisons of Property Tax Revenues. The
role of property taxation in the total tax structures of
eleven Northcentral states is shown in Table 70, for each
of the different levels of government in the several
states. In 1953, levies on property accounted for approxi-
mately 54 percent of combined state and Jocal tax col-
lections in Jowa, as compared with a national average
of 448 percent. In the Northcentral area only three
states—Nebraska, South Dakota, and Wisconsin—placed
a greater reliance on revenues from the taxation of prop-
erty than was the case in Jowa. However, all but two of
the states in the Northcentral area—Michigan and Mis-
souri-—depend more heavily on property taxes as a
source of revenue than is the c¢ase in the nation as a
whole.

Table T70. Property Tax Revenues, As Percentages of
Total State and Local Tax Revenue, 1953,
By Level of Government, Eleven Northcentral States

Property Tax Revenues as Percent of
All Tax Revenues

State and All School Dis-
State Local State Local Counties tricts Cities

Nebraska .....TL7 35.8 92.8 85.6 100.0 81.8
South Dakota 56.6 0.3 93.2 $6.0 99.7 88.3

Wisconsin ... 55.5 7.8 96.1 98.8 100.0 92.0
IOWA .......549 0.1 97.6 993 100.0 83.2
Kansas ... ... 529 5.5 958 97.0 100.0 84.5
Iinois ............ 519 0.1 89.8 981 100.0 88.2
Minnesota ... 51.4 51 6.3 93.6 100.0 886
North Dakota 50.3 7.3 96.3 983 100.0 20.3
Indigna ........49.1 49 97.8 98.9 99.8 93.1
Michigan ... 44.1 5.4 9.6 29.0 100.0 3590
Missouri ... 42.5 325 805 97.0 7.0 57.4

United States 448 3.5 87.0 953 98.5 T4.1

Source. U.S. Burenu of the Census, Sicic ond Local Couwcrnment Revenus
n 1853, Table 7.

For state governments only, there is only one state
in the Northcentral area in which a major share of rev-
enue is derived from levies on property—Nebraska—
where such revenues provided almost 36 percent of all
state tax revenues in 1953. South Dakota, Iowa, and Iii-
nois derive only token revenues from this source.

For all local units of govermment combined (county,
school districts, townships, cities and special districts;
property taxes supplied almost the sole source of tax
revenue in all of the eleven Northcentral states except
Missourt. For these units of government the Northcentral
area relics more heavily on property taxation than is the
case in the nation as a whole. Aside from aids and mis-
cellaneous revenues, taxes provide almost the sole source
of tax revenue in all of the states in the Northcentral
area, and in the nation as a whole. The heavy reliance
on property tax revenues also characterizes school dis-
tricts in the Northcentral area and in the nation as a
whole.

A somewhat more varied pattern of tax revenues is to
be found at the city level of government, not only in the
Northcentral area but in the nation as a whole. For all
city governments in the United States property taxes
supplied 74 percent of all tax revenue in 1853. In the
states comprising the Northcentral area the dependence
on property taxes at the city level was greater than the
national average, except in Illinois and Missouri. In four
states in the area—South Dakota, Minnesota, Indiana and
Michigan—cities derive a largér percentage of their tax
revenue from property than is the case in Jowa. The be-
low-average percentage of tax revenue from levies on
property in Tlinois cities is primarily attributable to the
use of several nonproperty forms of taxation in the City
of Chicago during the year 1953. More recently, several
other towns and cities in Illinois have imposed a 'z of 1
percent sales tax which will further reduce the average
ratio of property taxes to total city tax revenues in that
state. In Missouri, the low percentage of city tax rev-
enue derived from levies on property is primarily attri-
butable to the income tax levied in St. Louis and a local
gasoline tax imposed in several Missouri towns and
cities.

Property Taxes as a Source of Local Revenue. The
percentages of total general revenue derived from local
property taxes, charges and miscellaneous revenues, and
aid from other governments primarily state govern-
ments, are shown in Table 71 for cities, counties, and
school districts in the Northcentral area. It should be
noted that, in Table 71, local property taxes in the various
types of government are expressed as a percentage of
general revenue while in Table 70 local property taxes
are expressed as a percentage of local tax revenue.

The major characteristics of local revenue structures
as presented in Table 71 may be summarized as follows:

1. Citv governments in lowa derive an ‘‘average’’ per-

centage of their total general revenue from local
property tax levies. In seven of the eleven states
in the Northcentral area cities depend to a larger
extent on local property faxes than is the case in
the State of lowa. However, city goveroments in
Iowa derive a substantially higher percentage of
their total general revenue from charges and mis-
cellaneous sources than is the case with cities in
the nation as a whole. Charges and miscellaneous
revenues include amounts received from the public
for performance of specific services benefiting the
person c¢harged, and amounts received from the
sales of commodities and services except utility
services. Aids from other governments, principally
state aids, accounted for 17.6 percent of general city
revenue in Jowa in 1953, as compared with 18.6 per-
cent for all cities in the nation as a whole. In the
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Northcentral area cities derive a larger percentage
of their general revenue from aids in Wisconsin and
Michigan than is the case in Iowa. In all other states
aids are a less important source of general city
revenuée than in Iowa,

. County governments in Iowa derive a substantially
larger percentage of their general revenue from lo-
cal property taxes, and receive a smaller percent-
age in the form of aids from other governments
than is the case for counties in the nation as a
whole. The percentage of general revenue derived
from chearges and miscellanecus sources is about the
same in lowa as for county governments in the na-
tion as a whole. County governments derive a larger
percentage of their general revenue from levies on
property in South Dakota and Missouri than do coun-
ty governments in lowa, but county governments in
all of the other Northcentral states depend less
heavily on local property tax levies than is the case
in lowa.

. With respect to school districts, general revenues
derived from local property taxes account for 63.5
percent of general revenue in lowa as compared
with about 51 percent in the nation as a whole.
School districts in South Dakota, Nebraska, and Illi-
nois derive larger f{ractions of their total general
revenue from property taxes imposed at the local
level than do school districts in Iowa. On the other
hand, in these same three states a smaller fraction
of school district general revemue is derived from
aids than is the cage in Iowa. It may be noted that
the 27.7 percent of school district general revenue in
Iowa received in the form of aids from other gov-
ernments includes not only the general and supple-
mental State school aids, but also includes other
State funds becoming available to school districts
through property tax relief, as well as Federal aids.

2. Growth of Property Tax Levies, by Type of Levy:
1948-1956.

Property taxes levied for collection in 1948, 1956, and
the growth of such levies are shown in Table 72, by ma-
jor type of levy, and in detail for the various components

m—
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of the county tax levy. The levies shown in Table 72 are
before the application of tax credits for both 1948 and
1956.

Property tax levies in 1947, for collection in 1943, were
slightly over $142 mallion. From 1947, to 1955, total levies
increased by 8122 million, to a total levy, in 1955, for
collection in 1936, of $264 million, an increase of almost
36 percent. Over the same period, levies for school pur-
poses increased by slightly micre than 88 percent, while
levies for city purposes increased by almost 117 percent.
County levies for construction and road maintenance in-
c¢reased by 54 percent, while gcneral county levies for
the purposes shown in Table 72, increased 77 percent.
Of the major county levies, the most rapid increases
were registered in the poor tax levy, levies for State and
county institutions, and for soldiers’ relief. A1l of these
levies increased by more than 120 percent between 1947
and 1955. Miscellaneous levies increased by approximate-
lv 200 percent over the same period.

Of the total increase of slightly more than $122 million
in property tax levies, the increased levies for sc¢hool
purposes accounted for 53.4 percent; levies by cities for
almost 20 percent; levies for road construction and main-
tenance almost 9 percent; and levies for county purpoeses
16.2 percent. As a result of the differential rates of
growth in levies by the various taxing bodies, property
taxes levied by city governments increased from 14.5
percent of the total in 1947 to almost 17 percent in 1955,
Levies for road purposes and county levies accounted
for a smaller fraction of total properxty levies in 1955 than
in 1947. The state levy for servicing the soldiers’ bonus
bond issue accounted for .8 percent of the total property
tax levy in 1955, and was responsible for 1.7 percent of
the net increase in taxes on property between 1947 and
1955.

3. Distribution of Taxable Values and Tax Levies in
1954 for Collection in 1955.

The distribution of net taxable values of real and tan-
gible personal property, by rural areas and cities and
towns is shown in Table 73. The gross levies on these
categories of property are also shown in Table 73. About
90 percent ¢of all assessed values are determined locally,

Table 71. Property Taxes as a Source of General Revemie of Selected Units of Local Government in Eleven Northeentral
States: 1953
(Percent of General Revenues)

Cities Counties School Districts

- Ald Ald Aid
Charges from Charges from Charges {rom

Local and Other Local and Other Local and Qther

Property Miscell. Govern- Property Miscell, Govern- Property Miscell Govern-

State Taxes Revenues ments Taxes Revenues ments Taxes Revenues ments
North Dakota ... .. 41.3 43.6 4.9 61.2 6.3 315 51.0 2.6 46.4
South Dakota 55.4 278 9.5 76.3 2.3 p.3 75.9 46 19.8
Nebrasks ........... 564 236 7.2 386 8.2 45.5 78.8 4.3 13.9
Kansas ..o coreeeeeen. 53,8 228 138 54.6 4.0 39.7 59.1 4.0 36.8
Minnesota _. ..., 55.1 25.8 122 4.1 52 40.5 50.1 8.5 43.4
IOWA - - 49.2 26.3 176 63.1 8.6 26.9 65.5 6.9 297
Missouri . 5.2 14.4 7.0 71.8 19.3 6.6 52.1 7.0 39.3
Wisconsin ... 48.4 128 346 423 10.9 §6.2 62.2 5.0 329
linoia ........... 51.0 99 154 48.2 lo.2 40.7 73.2 8.5 20.4
Michigan ... 511 208 254 422 133 44.1 421 6.4 51.5
Indiana ......c.oconeen - 88.7 12.2 14.0 384 157 45.5 63.6 5.8 30.4
United Sfates ... . . 489 154 18.6 46.6 10.8 40.3 50.9 6.2 42.1

Source: U.S. Bureau of the Census, Stale and Local Govemment Revenue in 1953, Table

"
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Table 72. ‘Total Levies on Property, for Collection in 1948 and 1856, by Type of Levy, Exclusive of Tax on Monies and
Credits.
(Dollar amounts in thoussnds)

Percent of
: Percent Total
Levy for Percentof Levyfor of Dollar Percentage dollar
Collection Total Collection Total Change, Change, change
Type of Levy in 1648 Levy, 1948  in 1956 Levy, 1956 1948-56 1948-56  1948-56¢

State Levy s e 0 0 $ 2,049 0.8% +$§ 2,049 1.7%
School Taxes .. e § 75,496 53.2% 140,887 53.3 65,191 86.4% 534
City TaXeS ..ot et s oo 20,592 14.5 44,637 16.9 24,045 116.8 19.7
Road taXeS ..t e e 20,233 14.3 31,152 10,819 54.0 8.9
County taxes 25,709 18.1 45,518 19,810 77.1 16.2
General county R 7,297 8,929 1,632 224 12
Court expense ... 1,424 2,538 1,114 78.2 0.9
Poor ... - N 3,629 8,739 5,110 1208 42
State and county institutions®. 5,719 12,602 6,883 1204 5.6
Soldiers’ relief 835 2,011 1,176 1408 1.0
General county bonds 1,617 805 812 - 502 0.7
COUNLY ASSESSOT weerveecoeeeme e e earas - 1,723 1,952 229 + 133 0.2
Court Rouse _......eeeceemes 150 219 69 +  46.0 0.1
+
+

h
-

bk A+t

Ok O b
Rt DO N

Emergency 1,668 341 S 210 0.3
Bang's disease _. R 407 370 1,000.0 0.3
Bovine T.B. eradlcatxon 140 14 + 111
County libraries 100 72 <+ 2571
Drainage ... 211 131 80 - 379
Mlscellaneous° 1,256 3,768 2,510 + 1989.8
Public employees retirement—county 30 1,211 0.5 1,181 +3,036.7

R A ks

2 | oul 2]
WO b2 —
++,

Total, all levies ... .. $142,080 100.0 $264,045 100.0 +4$122,015 + 859

* Includles county levics for pavments for paticnts in State mental health institutions, county insanc hospitals, and eounty hospitals.

b Inclndes levies for: cemetancs, 4-H ¢hubt and fairgrounds, fire eguipment, libwary cxpense, municipal ond lownshap halls. omphan:, widows, and fuveniles,
township levies, and piscellaneous purposes,

¢ Total increate of $122,015,000 from 1048 to 1958 — 100.0 percent.

Source: Jowa State Tax Commission.

Table 73. Net Taxable Values, and Taxes Levied in 1954, for Coliection in 1955
(In thousands of dollars)

Net Taxable Values Total Tax Levies

Type of Property Cities and " ""Percent of Citiesand ~~~~ Percentof
Locally Assessed: Rural Towns Total Total Rural Towns Total Total

Agricultural land and bldgs*_.. $1,951,294 $ 27638 $1,978832 443 $ 86,456 $ 1,367 § 87,823 35.3
Business and commercial lots )

& buildings ..o 9,521 317,825 327,346 7.3 422 23,364 23,786 96
Residential lots and bldgs 42,428 841,260 883,688 19.83 1,880 61,843 63,723 25.6
Industrial and manufacturmg '

real and personal property ._. 32,577 159,283 191,860 43 1,443 - 11,708 13,153 5.3
Other persconal property 73, 270,802 643,959 144 16,534 19,907 36,441 146

Assessed by State Tax
Commission:

Railroads, interurban, Sleepmg

car, & express .. 102,993 20,802 123,795 X 4,563 1,529 6,093
Telephone & telegraph 56,138 10,507 68,643 . 2,487 e 3,260
Electric property, and trans-
mission lines ... 79,462 289,204 168,666 . 3,521 6.558 10,078

Pipe lines .. X 2,433 48,865 . 2,057 179 2,238

Gas propertv 886 22,679 23,308 . 30 1,663 1,693

Other utility propertv 154 7,909 8,062 . 7 581 588
Total, real and tangible per-

sonal property $2,694,842 $1,770,281 54,465,122 . $119,401 $129473 $248,873
Monies and credits, bank stock,

& bldg. 2nd local association

shares 563,835 632,521 343 2,696 3,040
Grain handled (.25 mill per

bushel) e 14 78 92
Grand total $2,763,527 82,334 116 35,007,643 $119,758 $132,247 $252.005

» Includes “Foeest and fruit tree reservations.”

Source: Jows State Tax Commission. Annual Report: J955.




by county and city assessors. In 1954, the public utility
properties for which the State Tax Commission fixes tax-
able value accounted for almest 10 percent of total as-
sessed wvalues,

Of the locally assessed properties, the most important
category is agricultural lands and buildings, which ac-
counted for 44.3 percent of total assessed value of real
and personal property in 1954. The amounts and percent-
ages for other categories of property are shown in Table
73. For total real and tangible personal property approxi-
mately 54 percent is found in rural areas, while 46 per-
cent is located in towns and cities. These percentages in-
¢lude public utility properties but exclude monies and
credits. Although more than one-half of all taxable values
are located in rural areas, the total taxes levied on prop-
erties in rural areas account for slightly less than 50
percent of the total tax levy because millage levies are
higher in towns and cities then in the rural areas.

For taxes levied in 1954, for collection in 1955, more
than one-third was levied on agricultural lands and build-
ings, and about one-fourth on residential lots and build-
ings—primarily in cities and towns. A substantial amount
of residential housing is of course included in the cate-
gory of agricultural lands and buildings. Personal prop-
erty exclusive of that in industrial and manufacturing
establishments accounted for about 14.6 percent of total
levies for collection in 1955. The taxes levied on public
utilities assessed by the State Tax Commission accounted
for 9.6 percent of the total property tax levy in the same
year. The actual value of monies and c¢redits, the taxable
value of bank stock and the actual value of building and
lean association shares produced revenue eguivalent to
1.2 percent of the gross levy on real and tangible per-
sonal property. Approximately 89 percent of the value of
intangibles, and about the same percentage of the rev-
enue from the tax on intangibles was in cities and towns.

The data presented in Table 73 do not disclose fully
the distribution of the property tax load among the ma-
Jor scctors of the State’s economy for the following rea-
sons: (I) personal property is not distributed among the
major categories, and (2) the data in Table 73 do not
reflect the effects of two important forms of property
tax credits—the Homestead Tax Credit and the Agri-
cultural Land Tax Credit.

The data presented in Table 73 have been regrouped

_——————
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into five major categories in Table 74, representing, in
so far as 18 possible, industrial, or economic sectors. It
is recognized that the regrouped data are only approxi-
mations, but the items for which classification is some-
what difficult are not of major importance in the totals.
Thus, the groupings shown in Table 74 represent reason-
ably accurate estimate of distribution of the gross and
net property tax levy as it falls on agriculture, business
and commercial operations, residential property, manu-
facturing, and public utilities,

In the “‘agricultural’”’ category shown in Table 74 farm
machinery. taxable livestock, one-half of the value of
home freezers and one-fourth of the value of radios, tele-
vision sets, and musical instruments, have been included
with the value of agricultural lands and buidings. On
the basis of this sub-total the gross levy on real and per-
sonal property owned in the agricultural sector of the
economy was $104 million in 1954, This represented al-
most 42 percent of the total gross levy on real and tan.
gible personal property in the State of Iowa,

The business and commercial category compriges the
assessed value of lots and buildings and personal prop-
erty in the form of merchandise inventories and store
fixtures. This category of property accounted for 155
percent of the gross levy. Residential lots and buildings,
exclusive of personal property in such buildings, account-
ed for 25.6 percent of the gross levy. Manmuwfacturing sand
industrial plants, including all property not assessed as
real property, accounted for 5.3 percent of the gross levy.
Public utility properties assessed by the State Tax Com-
mission accounted for 9.6 percent, and miscellaneous
categories of personal property for 2.2 percent of the
gross levy. The miscellaneous categories of personal
property include the assessed value of buildings on lands
leased for less than three years, contractors’ equipment,
household goods, office equipment, oil station equipment,
and several other minor types of personal property.

Total tax credits against property levies applicable to
collections in 1935, were $29,152 thousand. According to
the State Tax Commission, 87,082 thousand of the Home-
stead Tax Credit was allocable to rural propertics, and
$17,070 thousand was allocable to residential properties
in towns and cities. However, not all of the Homestead
Tax Credit allocable to rural areas represents a credit
agamnst agricuwltural lands and buildings. Approximately

Table 74 Estimated Distribution of Gross and Net Property Tax Levy, by Major Types of Property
{1954 Levies, for Collection in 1955)

Categories of Property

Agricultural [ands and buildings, farm machinery, livestock,
home freezers, and radios, T.V. and musical instruments* .

Business and commercial lots and bmldmgs and mer-

chandise and store fixtures.. ettt e eeeeb e eenenet e ennaee
Residential lots and bux]dmgs ........................................................ -

Manufacturing and industrial plants and bu:ldmgs and
personal property. . e e
Public utility property (Stabe assesed)

Miscellaneous personal Property. ..o sere e

Total, exclusive of moneys and credits . _.............

Gross .  Percentof Tax Net Tax  Percentof
Levy GrossLevy  Credits Levy Net Tax
. (,000) Percent (,000) (,000) Levy
$104,017 41.8 $ 8.541* $ 95,476 43.5
38,459 15.5 — 38,458 17.5
63,723 25.6 20,611® 43,112 196
13,153 5.3 — 18,153 6.0
23,948 9.6 —_ 23,948 10.9
5,573 22 — 5,573 25
.. $248,873 1000 $29,152°  $219,722 100.0

+ 12 i arbitrarily cstimated that ope-half of the assedied value of home freezers, and one-fourth of the nuetsed value of TV, radios and musical instrupacnts

are in farm homes.

B ALl of the Agriceltura) Loand Tax Credit, and $3.541,000 of the liomc.-st.ead Tax Credit deducted from Agricultural Land & Buildings; the remainder of the

Homestead Tax Credue ($20.611,000) ded from revidennal

and buildings, According to the State Tax

Commission, $7.082,000 of the Homestead Tax

Credit was allocated to gwner-occupied dwellings in rural areas; but the US. Censns of Housing: 1950, <howed slightly logs than one-half of owner-occupicd

rurul dwellings were occupied by farmee.

¢ The annual approprigtion for the Agricultural Land Tax Credit was increated from $5 millien, to $10.5 million, eﬂ'ective on 1955 levies collectible in 1986,
Also, the Homestead Tax credit it higher for the 1955 levy, than for the 1954 lovy, Total (redits apphcnblr to 1955 levics. collectible in 1958, are approximately

$35 S million.

Source:. Estupated from data published wn the 1955 annua! Report, lows State Tax Commizsion.
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one-half thousand of the Homestead Tax Credit is a cred-
it against non-farm residential lots and buildings located
in rural areas.

Subtracting the tax credits available on agricultural
lands and residential properties reduces significantly the
total share of the net property tax levy borne by residen-
tial property. However, agricultural lands and buildings
and personal property allocated to agriculture, bore a
larger share of the total net levy than of the total gross
levy in 1954. As there are no property tax credits avail-
able to types of property other than agricultural lands
and owner-occupied dwellings the share of the net levy
borne by the other c¢ategories of property was raised by
the application of the credits. :

The significance of the share of the net property tax
levy borne by the various categories of property is ex-
tremely difficult to evaluate for a number of reasons. In
the first place, the share of the property tax borne by
agriculture includes residential as well as property used
in production. In the business and commercial and the
manufacturing components, however, residential proper-
ty is generally not included. The same is true of public
utility property. Thus about all that can be concluded
with respect to the distribution of the net property tax
levy in Iowa is that the agricultural gomponent of the
economy bears approximately 44 percent of the total
property tax load while the non-agricultural segments
bear the remainder, or about 56 percent of the total

4. Comparative Taxes on Agricultural Properties:
lowa and the Northcentral Area.

Direct comparisons of millage rates among the various
states—or even within the majority of the states—are
virtually meaningless because of the wide range of vari-
ation in assessment ratios. For a given type of property,
such as agricultural lands and buildings, the ratios of
assessed values to market value vary within the states,
and between states. Moreover, the assessment ratios for
different kinds of propexty show a wide range of vari-
ation within most states. In some cases, as in Minnesota,
different assessment ratios are provided for by statute;
in other states, the ratios vary because of differences
in assessment practices.

For the most important category of property in Iowa—
agricultural lands and buildings—interstate comparisons
can be made in terms of U. 8. Department of Agriculture
data compiled on a uniform basis in all states. Levies

on farm real estate (lands and buildings) in lowa, ten
other states in the Northcentral area, and the United
States are shown in Table 75 for two years: 1930 and
1955. The levies shown are generally collectible in the
following years, that is, 1851 and 1956.

The dollar amount of the levy per acre on Iowa farm
lands and buildings was the second highest in the North-
centrel area in both 1950 and 1955. In the former year,
the Jowa levy of $1.92 per acre was 2.8 times the national
average; in the latter yvear, the Iowa levy of $2.27 per
acre was 2.6 times the national average. However, from
1950 to 1955, the rate of increase in the levy per acre in
Iowa was lower than the national average rate of in-
crease, and the second lowest in any of the states in the
Northceentral area.

Levies per $100 of full valae. In general, the compari-
sons just presented provide an inadequate basis for the
measurement of interstate differences in tax loads. Prop-
erty taxation applies to value, rather than land area, and
the average value per acre of farm lands and buildings
differs in the several states. Therefore, the last four
columns of Table 75 provide a more significant basis for
comparison than the average levies per acre. The *‘full
value’’ data which underlie these figures are essentially
market, or sales, values as compiled by the U. 5. De-
partment of Agriculture.

Although the average levy per acre was higher in Iowa
than in any other state in the Northcentral area, in terms
of the levy per $100 of full value, lowa ranked eighth
in the eleven-state area in 1955, and tied with Illinois
tor the fitth rank in 1950,

Relative to full value of farm lands and butldings, the rate
of increase in levies from 1950 to 1955 wus lower in lowa
than in all but two states—North Dakota and Indiana~in the
Northcentral area. The rote of increase in lowa (8 percent)
was only slightly above the national averate rate (7 percent).

Levies relative to farm income. The property tax is
not a tax on income, or even a tax which is related in
any direct manner to income. Nevertheless, the property
tax levies on specific types of property may be compared
with income received by the owners of such property
as a basis for measuring yvear-to-year changes and inter-
state differentials in the ‘‘burden’’ of property taxes.

Levies on farm real and personal properties, relative
to realized net and gross farm income, are shown in
Chart 16, for Iowa and the United States. Levies made
in 1948, for collection in 1949 are expressed as dollars

Table 75. Property Taxes on Farm Real Estate, by Year of Levy, Eleven Northcentral States.

Levy Per Acte Levy Per $100 of Full Value
Percent
1950 1955 Percent Change 1930 1955 Increase Rank
State 1650-1955 1950-1955 1955 Levy

Wisconsin ... .. $1.57 $1.93 +23% $1.58 $1.82 +15% 1
Minnesota . . 1.33 1.67 +26 1,34 1.42 + 6 2
South Dakota ... A7 58 +23 1.17 1.28 + 0 3
Nebraska ... .. . _ _ . _ . _._ . —- .66 91 +38 .95 1.24 +31 4
TUNOIS oo e e s 2.08 2.97 +43 1.02 1.23 +21 5
North Dakota ... ... .. ... 43 45 + 5 1.31 1.19 -9 6
Kansas ... _.._.. . —— 72 95 +32 97 113 +16 7
IOWA e, 1.92 2.27 +18 1.02 110 + 8 8
K 1.22 +58 69 .84 +22 9
1.35 1.75 +30 .83 84 +1 10
51 70 +37 .68 B2 +21 11
United States ..o 69 .87 +26 .86 92 + 7 —

Seurce: U.S. Department of Agriculture, “Taves Levied on Form Real Estate $n 1955, Augudt, 1938, Tables 2 and 4.
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per 5100 of net and gross income for the calendar vcar
1949, and so on. (For definitions of the income measures,
see footnotes to Table 76).

In Iowa, levies on farm real and personal property
rose from $7.05 per $100 of realized net income in 1949,
lo $11.681 in 1955, an increase of 65 percent: during the
same period levies in the nation as a whole rose from
£5.90 to $9.60 per §100 of realized net income, an in-
crease of 63 percent.

Levies on Iowa farm real and personal property were
eguivalent to $3.06 per $100 of realized gross farm income
in 1849. In 1955, the levies had risen to $4.07 per $100
of realized gross income, an increase of 33 percent. Over
the same period. the comparable ratio for the nation
as a whole rosc from $2.55 to $3.30 per $100 of realized
gross income, an increase of 29 percent.

Although levies on farm real end personal property, rela-
tive to realized net and gross farm income, have beem con-
sistently higher in lowa than in the nation es a whole, the
rafes of increase from 1949 to 1955 have been very similar in
Iowa and the netion as a whole,

Levies on farm real and personal property, realized
gross and net farm income, and total net farm income,
inclusive of the value of changes in farm inventories,
are presented in Table 78. for Iowa, ten other North-
central states, and the United States. The tax levies are
those made in 1953, while the income data are for 1954,
the year in which the levies were payable.

As compared with the other states in the Northcentral
area (states in which the general economic structure,
governmental orgamization, and tax systems are simi-
lar). lowa’s taxes on farm properties are generally low,
relative to all three measures of income. In terms of
property taxes relative to realized gross farm income,
the rate is higher than in lowa in seven of the eleven
Northcentral states. The Iowa rate is only 22 percent
above the national average; by comparison, the Nebras-
ka rate is 35 percent above the national average.

In terms of farm taxes relative to realized net farm
income, Jowa also ranked eighth from the top in the

farm income (realized net income adjusted for the value
of changes in farm inventories) Iowa ranked ninth in the
eleven-state Northcentral area, with taxes of $8.62 per
$100 of total net farm income—only 1.06 percent above
the national average rate of $8.53 per $100 of total net
income.

Although levies on farm real and personal property have
risen—in lowa and in the nution o3 @ whole—relative to gross
und net farm income since 1948, the ratio of lowas levies—
relative to farm income in Iows—were among the lowest ratios
in the Northcentral area in 1954.

Changes in assessed values and millage levies. From
1949 to 1955, levies on farm real estate in lowa rose
from $61,751 thousand, to $77,076 thousand, an increase
of almost 25 percent; from 1949 to 1854, levies on farm
personal property rose from $9,801 thousand to $14,900, an
increase of 30 percent.* The increase in farm property
taxes has resulted primarily from higher millage rates,
and increases in assessed values of farm personal prop-
erty, rather than higher assessed values on farm realty.

In 1949, the asscssed value of all {arm lands and build-
ings, net of exemptions, was $1,976 million; in 1935, as-
sessed values had risen to $2,004 million, an increase of
1.4 percent. During the same pericd, 1949 to 1955, the
average millage levy in rural districts of lowa rose from
34.373 to 46.245, an increase of 34.5 percent. The fact that
total net levies on farm realty increased by a smaller
percentage (25 percent) than the increase in rural mil-
lage rat:s (34.5 percent) from 1949 to 1955 results from
the increase of $6.0 in Agricultural Land Tax Credits
over the wperiod.

From 1949 to 1955, the U. S, Department of Agriculture
index of average value of Iowa farm lands and buildings
per acre rose from 106 to 133 (1947-1949 = 100), an in-
crease of about 25.5 percent. But in the same compari-
son, the assessed value of farm lands and buildings in-
creased by only 2.4 percent, from $57.57 per acre in
1949, to $58.95 per acre in 1955,

During the period from 1949 to 1955, taxes on farm realty
rose abont 25 percent in lowa, But during the same period the

* UJ, S, Dept. of Agriculture.

eleven-state area. In terms of taxes relative to total net

Table 78. Total Levies on Farm Real and Personal Property, 1953, and Gross and Net Farm Income, 1954: Eleven North-
central States, and United States.

Total Levy on . _Realized Incgme_

Farm Real and Gross® Net*
State Personal Property* {000,000) (000,000)
North Dakota ... _. $ 23,797 $ 489.7 $ 1366
Kansas ... . 55419 1,030.4 347.2
Nlinois ... 96,946 1,978.9 658.6
South Dakota ..o 29,198 604.3 2248
Wisconsin .....oceeveeeennns 53,423 1,124.1 409.8
Minnesota ... 63,479 1,370.6 489.6
Nebraska ... 48,165 1,1254 347.1
Indiana ... 44,436* 1,181.5 4117
IOWA . ... 83271 2,401.2 §72.0
Missouri e 28,509 1,113.3 437.7
Michigan ..o 17,527 790.2 280.0
United States ......... .....$1,064,761 $33,463.0 $12,021.0

Total Tax_ Lel'yEr $100 of_:
Net Farm Realized Realized Total
Income® tiross | Net Net
(000,000} Income Income Income
§ 1381 $4.36 $17.42 $17.23

373.1 5.38 15.96 14.85
7353 4,90 14.72 13.18
238.7 4.83 12.99 12.33
434.4 4.75 13.04 12.30
549.4 463 12.97 11.55
431.7 428 13.88 11.16
491.8 3.76 10.64 9.04

1,081.% 3.88 10.70 862

419.4 2.56 8.51 6.80
262.6 2.18 6.16 6.57
$12,487.0 $3.18 $ 886 $ 853

¢ Property taxcs lovied on farm real and personsl property in 1953, In general, theso levies are payable in the vear following. Sourcer U, § Department of Ag-
5?..

riculrure, “Taxes Lovied on Ferm Real Estate m 193
Service, U8, Depirtment of Agrieniture.

Auguxt, 1956, Table J; and zpecizl tabul

m, (for personal property) supplied by Agrictiltural Rescarch

b “Realized Gross Famn Income' = cath receipts from farm marketings, s!us govermnment payments, plut valus of home consumption, phiy rentad value of fam

dwellings. Source: TS Depprtment of Agriculture, The Famm Ingome

¢ “Realized Net Famme Income” = Realized Gross Fam Income minue farm production expente,

Situation, No. 160, Scptember 17, 1856,

ree. Same as ™.

4 Total Net Farm Income” == Realized Net Farm Income plug {minus) net moreases (decreases) in farm inventories Source: Same as

¢ Levier on personal property in Indiana are estimated.
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CHART 16. FARM REAL AND PERSONAL PROPERTY TAXES,
PER $100 OF REALIZED NET AND GROSS FARM INCOME :
IOWA AND THE UNITED STATES, 1949-55

$12.00
IOWA— NET
10.00 A\ V/ -
’,,’.
//,
8.00 Y .7
.-—"'/
-~ =77 X
’,/’ '""'--..__,f”U. S.— NET
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)00 - T T TS =~—==""0.5.-GROSS
| 1 | 1 | | \
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actual value of farm lands and buildings increascd by roughly

the same percentage. Thus, lecies on ferm realty

about the same percentage of actual value per acre in 1955,
as tn 1949, The fact that the average millage rate applicable

to farm properties has risen reflects the failure

values to move upward along with the increase in actual

valuas per ucre, rather than an increase in the
net amount of taxes levied on furm realty to the
of such properties.
5. Assessment Ratios, Rural and
Urban Properties, By Counties

The Iowa State Tax Commission has compiled data for
the actual sales values and the assessed values of rural

YEAR OF COLLECTION

-

and urban properties during the calendar years 1952,
1953, and 1954. The data represent 24,719 transfers of
property in urban areas, and 10,539 transfers in rural
areas, for a total of 35,258, Total transfers involved con-
sideration (sales values) of $384.2 million, and assessed
values of $104.6 million.

County averages of the ratio of assessed values to
sales values are presented in Chart 17. For each county,
three ratios are shown. The top figure is the ratio of as-
sessed value to sales value for transfers of urban prop-
erty. primarily residential properties. The second figure
is the ratio for rural property transfers, and the bottom
figure is the average ratio for all transfers in the county.

For the State as a whole, the average ratio of assessed

represented

of aessessed

ratio of the
actual value
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to market value was 27.2 percent during the three-year
period, 1952-54; for urban properties the average ratio in
the State was 24.6 percent, as compared with a rural
average of 29.9 percent. However, there are significant
differences among the counties in the average ratios for
both rural and urban properties. In most counties, rural
properties were assessed at higher ratios to sales values
than were urban property. For example, in Davis County
the ratio was 54 percent higher for rural than for urban
properties; in Plymouth and Franklin Counties the rural
ratios exceeded the urban ratics by about 40 percent.
These differences are significant. They indicate that for
millage rates levied at uniform rates over the entire
counties, the taxes imposced on rural properties will be
from 40 to 50 percent greater per dollar of market value,
than for urban properties. The differences also mean
that properties in rural areas must make a greater tax
contribution, relative to market values of the respective
properties, before becoming eligible for schoo! aids.

In some counties, such as Calhoun, Palo Alto, Sac,
Carroll. and Poweshiek, the assessment ratios are very
uniform as between rural and urban properties.

For the same type of property, there are also signif-
cant variations among the 99 counties. The genéral pat-
tern of variation is presented in Table 77. The assess-
ment ratios for urban properties vary from less than 20
percent in Plymouth and Franklin Counties, to a high of
38 percent in Decatur County—a difference of almost 100
percent. However, in 77 of the 99 counties the assessment
ratio for urban property varies within the relatively nar-
row range of 22 percent, to 30 percent of market value.

Rural properties are assessed at ratios of less than 25
percent of sales values in a number of counties, includ-
ing Sac, Scott and Des Moines; at the other extreme,
the assessment ratio exceeds 42 percent in Decatur Coun-
ty, and 33 percent in several counties located principally
in the Southcentral and Northeastern parts of the State.
Rural properties are assessed at from 24 percent to 36
percent of sales values in 89 of the State’s 9% counties.

Table 77. Distribution of Assessment Ratios, Urban, Rural
and Total, by Counties: 1852-54.

Number of Counties
All Properties:

Assessed Values,
as Percent of Urban Rural Rural
Sales Values Properties Properties and Urban

18-19.99 2 0 0
20-21.99 7 1
22-23.99 19
24-25.99 22
26-27.99 20
28-29.99 18
30-31.99 6
32-33.99
34-835.99
36-37.99
38-39.99
40-41.59
42-43.99

[+

El omomaoai®RR

State averages: 24.6%
Source. Iowa State Tax Commlission.

The countywide average assessment ratios, including
rural and urban properties, range from a low of 21.7 per-
cent in Scott County. to a high of 41 percent in Decatur
County. In addition to Scott County, Polk, Linn, Johnson,
Muscatine, and Des Moines Counties had countywide av-

erage assessment ratios of less than 24 percent. The ten-
dency for most of the State’s more heavily urbanized
counties to fall below the State average assessment ratio
is explained by the fact that: (1) urban properties are
generally assessed at a lower ratio than rural properties,
and (2) urban property transactions comprise a larger
fraction of the total number of property transfers in the
urbanized counties. On the basis of the countywide aver-
ages, 8% of the State’s 99 counties were assessed at ratios
ranging from 24 percent, to 36 percent of market values.

Assessment ratios, by size of sale. Asgessed values,
expressed as a percent of sales values, vary from county
to county, and from one type of property to another,
even within the same county. Not only is rural property
generally assessed st a higher ratio than urban property,
within each of the two categories, but the less valu-
able properties are assessed at higher ratios of market
value than is the case for the more valuable properties.
The number of sales, total consideration (sales value)},
assessed value and the assessment ratios for about 12,400
property trancfers are shown in Table 78, classified by
the size of the consideration. The data in Table 78 are
for only one vear—the calendar year 1954.

Table 78. Assessment Ratios, 1954, by Size of Sales, All
Counties,
RURAL SALES
Number Total
of Consid-
Range Sales eration

% 0-§ 5,000 581  $1,784,876
5,001- 10,000 689 5,277,283
10,001- 15,000 518 6,563,675
15,001- 20,000 505 8,925,359
20,001- 25,000 389 8,902,225
25,001- 30,000 270 7,447,515
30,001- 35,000 160 5,215,205
85,001- 40,000 164 6,180,064
40,001- 45,000 o8 4,185,117
45,001- 50,000 3,839,575
50,001- 55,000 2,291,075
55,001- 60,000 1,894,463
60,001- 65,000 1,898,009
65,001- 70,000 759,500
70,001~ 75,000 512,500
75,001- 80,000 386,340
80,001- 85,000 411,620
85,001- 90,000 526,620
90,001- 95,000 91,970
95,001- 100,000 192,000 48768 25

100,001 and over 1,051,851 258,470 25

Average $68,136,882 $19,937,854 29

URBAN SALES
$ 0-$ 5,000
5,001- 10,000
10,001- 15,000
15,001- 20,000
20,001- 25,000
25,001- 30,000
30,001- 35,000
35,001~ 40,000
40,001- 45,000
45,001- 50,000
50,001- 55,000
55,001- 80,000
60,001- €5,000
65,001- 70,000
70,001~ 75,000
75,001 and over

Assessed  Ratio
Value

$ 718375 40%
1,925,691 36
2,264,933 35
2,307,141 31
2,607,580 29
2,131,766 29
1.428,539 217
1,659,068 27
1,109,547 27

962,276 25
550,667 24
422,868 22
399,971 24
188,183 25
111,073 22

91,238 24
103,722 25
124,538 24

23,440 25

$ 9,185,765 & 2,899,991 32%
22,287 411 5,672,505 2%
21,480,085 4,864,335 23

8,538,127 1,869,452 22
2,667,781 595,652 22
988,408 22247 23
616,022 172,995 28
958,818 119,520 22
253,000 59,001 24
242,000 66,480 27
158,750 42450 27
115,000 20,186 18
194,500 63.106 32
69,750 16,795 24
141,500 39,982 28
461,250 103,726 22

8,792 $67,928,167 $16,829,551

Average
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For rural sales in which the consideration was less
than 85,001 per transaction, the average assessment ra-
tio was 40 percent in 1954, The ratio declines steadily to
the $55,001 to $60,000 size sale, for which the average
assessment ratio for rural preperties was 22 percent, or
55 percent of the ratio for the lowest priced properties.
For rural properties selling for more than $60,000 there
was no persistent tendency for assessment ratios to rise
or tall as the value of the sale increased. The relatively
small number of transactions recorded at the higher val-
ues is responsible for the somewhat erratic ¢lass-to-class
differences in assessment ratios.

A similar tendency for low-priced properties to be as-
sessed at higher percentages of sales values is also ap-
parent for urban properties. Urban properties selling for
less than $5,001 were assessed, on the average, at 32 per-
cent of sales price. This ratio declined to 22 percent at
the $20,001 to $25,000 level of sales value. However, for
urban properties selling at more than $253,000 the average
ratio of assesscd to market value rises above the 22 per-
¢cent level for all but a few transactions. However, the
relatively small number of transactions at the higher
sales prices is not adequate to support any firmm general-
ization. Moreover, some of the transactions in the high-
er price brackets of urban properties are probably trans-
fers of nonresidential properties. for which sales ratios
may not be comparable with those shown for properties
at the lower sales prices.

Assessment ratios for properties other than rural real
estate and urban residential dwellings. Little or no in-
formation is available from which assessment-to-sales
value ratios can be computed for some important cate-
gories of the lowa property tax base. The properties of
public utilities, manufacturing and industrial plants, and
many tvpes of personal property are not bought and
s0ld with sufficient frequency to yield adequate bases
for statistical comparisons.

In testimony presented to the Taxation Study Commit.
tee, Mr. L. G. Hewkins of the Iowa Utilities Association
indicated that public utilities were assessed at ‘‘approxi-
mately 45 percent—(of the) current actual value of the
property.’”*

Although it is widely alleged that merchandise inven-
tories, and assessable livestock and farm machinery are
assessed at higher ratios to current market value than
either farm realty or urban residential properties, the
Committee has compiled no data which permit the com-
putation of comparable assessment ratios.

Finally, it may be noted that there is almost a com-
plete lack of data indicating the assessment levels for
manufacturing and industrial properties. In many coun-
ties, manutacturing and industrial assessments were
combined with ‘*town lots and buildings’” in the assess-
ment reports until very recently. It can not be ascer-
tained with confidence that all industnal plants are re-
ported separately even for 1955.

The assessed value of separately reported manufactur-
ing plants and buildings has risen from just under $34
million at the beginning of 1947, to slightly over $137
million at the beginning of 1955. An undetermined part
of the increase in the reported value of such property
represents reclassifications in the reports of the counties
and State Tax Commission. And some part represented
a real increase in the tax base,

The following tabulation indicates the general magni-

eTestimany presented Scptember 27, 1955, appearmg on page 7 of the
transcription.

tude of investment in new manufacturing plant and
equipment in lowa in recent years. The data were com-
piled by the U. S. Department of Commerce, and pub-
lished in the Census of Manufactures, and the annual
Survey of Manufactures,

It is noted that the Department of Commerce data on
“investment in new plant and equipment” may not be
exactly comparable with the State Tax Commission fig.
ures showing changes in assessed value of manufactur-
ing properties other than personal property. The two
series may differ because some outlays reported by the
Department of Commerce may be classified as personal
property in the assessment data,

Assessed Value
At Beginning of Year;
Commerce Real Estate only
{in millions) (in millions)
e 365 $34
eereereeeeeenna 40
L. 85
A L L] 89
. 89 a7
. 60 103
65 131
.74 134
LE ] 137

Reported Investment
Department of

*¢ Dala not available,

Assuming that investment in new plant and cquipment
averaged $60 million per vear in 1948, 1949, and 1930, a
period for which data are not available, the total new
investment for the years 1947 through 1954 would be $533
million. From 1947 to 1935, the assessed value of manu-
facturing plant and cquipment rose by $103 million,
including whatever amount is representcd by the reclas-
sification of such preperty. But, taking the reported in-
crease of $103 million in assessed value of manufacturing
rcal property at face value, the increase was equivalent
to less than 20 percent of the reported and estimated
new investment in manufacturing plant and egquipment
over the period from 1947 through 1954.

Semmary. The major characteristics of assessment in
Iowa may be summarized as follows:

1. Although ussessment {s more uniform for givem types of
property in the varlous countiey than is the casy in most
states, a study of assessment-sales ratios for 1952-54 indi-
cated that urhan properties were assessed at average ratios
ranging from less than 20 percent in two counties, to 38
percent in one county. Assessment ratios in rural arcas
range from between 24 and 26 percent in fifteen counties,
to over 40 percent in two counties.

. Rural propertics are generally assessed at higher levels,
relative to sales valuas, than urban counties. But in the vast
majority of counties the differential s relatively small, In
approzimately a hulf-dozen countics, the assessmont ratios
for urban and rural properties are virtually the same. In ¢
few counties urban properties are ussessed at higher ratios
than rural properties.

. For both urban and rural properties the lower-priced
properties are assessed at higher ratios to seles values than
the more valuable properties.

. On the basis of fragmentary information end the allega-
tions of representatives of the industries, it appears thar
public ufility property and merchandise inventories are
agsessed at somewhat higher ratios to current values than
are urban residential and rural real properties.




CHAPTER Vviil

Tax Exemptions and Credits

The fnal distribution of the total costs of State and
local government depends upon the nature and scope of
tax exemptions and credits, as well as upon the types of
taxes levied and the rates at which such taxes are im-
posed. Iowa 1s not in a unique position, by virtue of the
extensive exemptions granted from the various taxes im-
posed; all states exempt some categories of property, in-
come, or transactions from their tax bases. However,
Towa differs from the majoritv of the states in the de-
gree to which tax revenues collected at the State level
of government are employed to provide tax ‘‘credits” for
the payment of local levies on property. But, even in this
respect, many other states attain the same objective—-
that is, the financing of local governmental functions
with revenues derived from statewide tax sources—by
state aids and/or the sharing of revenues with local units
of government

Although the real differences among the various states
in the matter of tax cxemptions and credits are probably
less marked than the comparison of the apparent differ-
ences would indicate. they are significant, Moreover, the
“equity’’ of the tax system of each state must be evalu-
ated in terms of the exemptions and credits which have
become a part of the revenue structure. For these rea-
sons, and for general informational purposes, the prin-
cipal forms of tax exemptions and credits in the Iowa
revenue system arce presented in this chapter of the
Report.

1. Bases for Exemptions

It is well established in Iowa that the General Assem-
bly may determine the manner in which taxes are to
be imposed, including the items to be subject to, and
those to be exempt irom the tax. In the absence of con-
stitutional restrictions, the only limitation on the power
to exempt is that the exemption shall serve some public
purpose.”®

The ''serving of the public interest’” may take many
forms. Some of the more commeon reasons for the grant-
ing of exemptions may be noted.

a. In some cases, exemptions, or exclusions, are writ-
ten into tax laws for purposes of administrative conven-
ience and/or cconomy. For example, “casual sales” are
commonly exempt from sales taxation for the reason that
it would not be feasible to enforce the collection of the
tax on transactions of this type. The exclusion of incomes
below a certain level from the obligation of reporting
and/or tax payment under the personal income fax is
sometimes justified, in part, by the argument that the
exclusion reduces administrative ¢osts by more than it
reduces tax revenue.

In some states, intangibles and household goods have
been exempted from the ‘‘general property tax” on the
grounds that effectivé administration is impossible and
ineflective administration tends to lower taxpaver mor-
ale and make it difficult for the assessor to achieve equi-
ty in assessment. It may be noted that the degree of
taxpayer resentment of particular forms of taxation, the
costs of enforcement, the efficiency of tax-administering
agencies and the pressure of the need for revenue have
a great deal of influence on the determination of what
forms of taxation are “‘administratively feasible.”

b. Special exemptions, credits, exclusions, deductions.
etc., are widely granted for the purpose of encouraging
some types of activity deermned to be socially desirable.

® Dickinton ¢. Porrer, 31 NW 24, 110; 240 Jowa 393.

Broadly interpreted, there are probably more exemp-
tions, etc., which have been justified on this ground than
on any other in the State of lowa. Some of the guant:-
tatively more important are nofed below:

{1}, The Homestead Tax Credit: to cncourage home

ownership.

(2) The Agricultural Land Tax Credit: to encourage

improved organization of schools.

{3). The exemption of properties owned by charitable,

educational, religious, and scientific organizations:
10 encourage activities which raise the quality of
the population and/or relieve demands on the pub-
lic treasury.

c. Exemptions, ete., granted to prevent, or relieve, in-
equities, Many exemptions, credits, etc., originate in at-
tempts to mitigate existing—or potential—nequities. To
some extent the Homestead and Agricultural Land Tax
Credits have been justified as measured to reduce the
heavy burden on certain categories of property. The ex-
clusion of banks and certain other types of corporate
bueinesses from the income tax reflects, in pary, the
special position of these businesses under the montes and
credits tax. Similarly, the exemption of automotive ve-
hicles from property taxation.is sometimes justified on
the ground that this particular type of personal property
is subject to special highway-user taxes. The alleged
double taxation of dividend income (once as corporate
profit, and again as personal income) is cited as justifi-
cation for the complete, or partial, exclusion of dividend
income from the personz! income tax. Finally, it may
be noted that the exemption of the securities of certain
corporations from the monies and credits tax in Jowa
has been defended on the ground that the real and tan-
gible personal property represented by the securities is
taxable, and, to tax both tangibles and intangibles would
represent one type of ““double taxation.”

d. Special Tax Treatment to Encourage Economic De-
velopment. Actually, this category of reasons might be
viewed as a special case of 2, above. The lowa tax sys-
tern contains numerous provisions for special tax treat.
ment which might be defended in terms of their real, or
supposed, effects on the encouragement of certain types
of businesses. These include: (1) the non assessment for
property taxes of REA distribution lines and the exemp-
tion of municipally owned utilities; (2) exemption of that
portion of the profits of cooperatives distributed as pat-
ronage dividends from income taxation; (3) exemption
of a part of general corporate net income of interstate
businesses (equal to the f{raction of their sales outside
lowa) from the corporate net income tax; (4) exemp-
tion, from use tax, of producers’ equipment and supplies
purchased from non-lowa sellers, if not readily obtain-
able in lowa; (5) exemption—from azales and use taxes——
of commercial fertilizers, agricultural limestone, and
seed, and (6) exemption—from sales and use taxes—-of
materials and component parts used in production of
tangible property for ultimate sale al retail

In 2 less formal and uniform manner, special treat-
ment may be accorded various types of businesses by
preferential treatment in the assessment of real and‘or
personal property. By statute, certain types of personal
property used in production are exempt, or given special
tax treatment which results in lower effective taxation
than iz applied to other property. For example, inven-
tories in the hands ¢f manufacturers are assessed only
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on that portion of thecir value represented by costs of
materials, purchased parts, etc.

Livestock, swine, and pouliry are largely exempt (ex-
cept for breeder stock, hogs over nmine months, and
cattle over 12 months of age). Crops in the hands of
producers are also exempt for a period of one year.
Grain in the hands of dealers and/or processors is sub-
ject to taxation, but at a preferential rate of 1/4 mill per
bushel.

In all of these ways - as well as others - exemptions,
credits, deductions, etc., are employed as measures to
reduce costs of Iowa producers. The presumed justifi-
cation 15 that such inducements will encourage output and
stimulate growth in income to a degree that the total
tax base will be increased by more than encugh to com-
pensate for the loss in revenue resulting from the special
tax treatment. Thus, the exemptions are presumed to
“serve the public interest.”

e. Any listing of the factors responsible for the grant-
ing of tax concessions would be incomplete unless it
noted the use of exemptions, credits, deductions, and
exclusions which have been designed to mitigate inequab-
ties in the personal distribution of income. Such a pur-
pose is reflected in the {ixing of a ‘‘non-reportable’ level
of income, the use of credits (or exemptions) for depen-
dents, and progressive rate structures in the personal
income tax. In those 8 or § states which exempt food
from the sales tax, the effect is guite definitely to favor
the lower income groups..

In the case of the Homestead Tax Credit, the percen-
tage tax saving to the low-income, low-value home owner
is greater than to the owter-occupant of more valuable
residential property. The veterans’ exemption is also
more favorable, percentagewise, to the less wealthy veter-
an than to the veteran of more substantial means,

f. Finally, it may be noted that substantial amounts
ol property, sales, income, and highway-use are exempt
from taxation because of legal limits on the taxing pow-
ers of state and local governments. In part, this type of
exemption stems from the prohibition in the Federal
constitution against state interference with interstate
commerce. What constitutes “'interference,’” taxwise, and
what constitutes “‘interstate commerce’ are both moot
questions,

Local governments generally have no powers {(except
those specifically granted) to tax property owned by the
state or Federal governments. Purchases by governments
and governmental bodies are usually exempt from sales,
and use, taxes and special excises.

In one view, there would be little point in one type of
government levying taxes on the property, income,
or transactions of another, as the taxstion would mere-
ly transfer tax revenues from ‘‘one pocket to another.”’
But this view can be defended only if the exempt tax
base is uniformly distributed among all subsidiary units
of government, or if there is only one government, or
if there is only one government empowered to levy all
taxes. The opposite view - and a more defensible one - is
that a large concentraticn of say, state, or Federai pro-
perty in a relatively small local government unit relying
beavily on property taxation to supply services used by
the general public throws heavy burdens on the remain-
ing tax base of privately owned taxable property.

2. Exempt Real and Tangible Personal Property.

The principal categories of real and tangible personal
property presently exempt from taxation in Iowa are
shown in Table 79. The values of the tax exempt proper-
ties are estimates of the Iowa State Tax Commission.
In general, the values are for the year 1955. The estim-
ates represent actual values, compiled in several dif-
{crent ways, from a variety of sources. The values shown
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are not those at which the properties would be assessed
if they were subject to taxation.

It must be recognized that the values are, in most in-
stances, extremely rough; some of the estimates are
mere soundly based on objective evidence than others,
By the very nature of some of the exempt types of pro-
perty, it is impossible to arrive at market values, origin-
al cost, income-producing potentiality, or some other
common indexes ¢of valuation emploved in assessment,
The Jowa Taxation Study Committce has made no at-
tempt to verify the accuracy ¢f the estimate, but pre-
sents them merely as a matter of general information.

Table 79. Real and Tangible Personal Property Exempt
from Taxation in Iowa, Based on Tax Comrmission Report
to the Budget and Financial Control Committee of
the 55th General Assembly.

Estimated
Type of Property “Actual” Value

{in millions)

Property owned by the Federal government, ... -$ 208
Property owned by the State government _......_... 200
Property owned by Counties, ... ... &9
Property owned by Cities & towns, ._....._.. e 285
Property owned by school distriets, ... 374
Property owned by Fair organizations ...._......... .. i

Total Governmentally Owned® _ ... . ... $1,153
Rural Transmission lines financed by REA,
not assessed _....o i $ 80

Property owned by religious, charitable and
private educational institutions:

Religious organizations .._......_.. SRR -3 150
Private educational institutions ....._....._._._. 80
Hospital associations .....cooocoirceeieaae — 100
Fraternal, charitable, and social orgamzat:om 25
Privately controlled cemetaries ... U 25

Total religious, charitable, ete, . ...............§ 330
Miscellaneous Personal Property:

Livestock, poultry, & farm crops (1/1/54) ... $1,062

Farm machinery, $300 exemnpt (1/1/65) .. ... 75
Mechanics tools, ete., $300 exempt (1/1/55)...... 25
Exemption ($300 plus specific items)
of household goods (1/1/55) . SRR .11
Labor and overhead costs embodxed in
manufacturers’ inventories ... ......_ 50
Motor vehicles in hands of operators & dealers 1,168
Military gervice exemptions, . ... 325
Exemptions of “forest and orchard reserves” . 2
Airplanes and equipment of commercial
UrNNes . oceeei e . . 25
Total, miscellaneocus personal property....... $3,482
Grand total, real and personal property
categories listed above ... ..55,042
Addendum:
Final, adjusted Taxable Values: 1955
Real Property ..o - $3,380
Personal Property .. . 710
Public Utilities ..., 464
Grand total, excludipg M & C ...........54554
Moneys and credits, net ... et e ne e 489
Walue of bank stock ..o 154
Bldg. & Loan Assn. shareg ..o 34

* Alsp exempr—bu! not included in values shown—pgre: Lands used for
roads, streets, alleys, and foprovements thereon; roperty of drainage dit-
wicts: ccméra.nﬂ sewcer systemns, sidewalks; apd brl

Source: lown State Tax Commission, Study of Prmﬂy Tax Exemptions
Under the Provisions of the Code of lowa, 1958,
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If 1t could be assumed that the estimates of “actual
values” shown in Table 79 are reasonably accurate, the
total value of exempt property in lowa is in excess of
%5 billion. Further, if all such property were assessed at
the prevailing ratio of roughly 30 percent, the tax base
would have been increased from approximately $4.5 billion,
to $6.0 bithon in 19855

However, it is unrealistic to contemplate the removal
of all the categories of property from the exempt status
they now hold. Property owned by governmental units,
as well as non-income producing properties ¢f private
educational, religious, and charitable organizations are
not likely to be subjected to taxation.

If the list of exemptions is to be shortened, it would
appear that the most significant - in terms of revenues -
areas for consideration would be: (a) motor vehicles,
(b) livestock, poultry, and crops in the hands of produc-
ers, (¢) the exemption of $300 worth of farm machinery
and mechanics tools per individual taxpayer, (d) house-
hold goods, and (e) the military service exemptions,
Any removal - or limitations - of these exemptions would

encounter resistance from large segments of the popula- _

tion. Moreover, the removal of the exemptions noted
above would move directly counter te the historical
trends in property taxation. Almost without exception,
the “‘general’’ property tax is tending to become a tax
on land., buildings. and improvements. Attempts to tax
intangibles on the same basis as other property have
failed almost universally: and the application of the
general property tax to tangible persomal property is
being lirnited to an increasingly smaller number of items,

3. Exemption of Intangibles in Jowa

According to the State Tax Commission the ‘“‘present
value of moneys and credits owned by lowans, or based
upon loans or investments in Iowa property, is not less
than $12,000,000,000. Of this amount probably $2,000,000,-
000 is taxable”” A portion of the $10,000,000,000 difference
is exempt by virtue of the following factors: (1) the
flat $5,000 personal exemption, (2) mortgages on lowa
property not held by residents of the State, (3) securities
of the Federal, State of Iowa, and Towa local govern-
ment are exempt, and (4) securities of certain corpora-
tions with taxable property in Iowa are exempt.

In 1954, actual asgessments of moneys and credits was
about $623,000,000 - or a little over 5 percent of the esti-
mated total value of moneys and credits before exemp-
tions, and about 31 percent of the estimated value of
legally taxable moneys and credits. Clearly, exemptions
and non-assessment of taxable monies and credits have
virtually eliminated this form of “property” from the
tax base.

Approximately one-fourth of assessed moneys and cre-
dits is accounted for by bank stock, surplus and capital
reserves. Much of the remainder is accounted for by
assessment of other financial institutions, the current
accounts receivable of lowa merchants and the taxable
moneys and credits disclosed in the liquidation of estates.
There is little prospect that the extensive exemptions in
this field can be revoked. For one thing, Federal
securities - which can not be taxed - are readily avail-
able as an alternative form of investment if any serious
attempt to tax moneys and credits is made.

4. The Effects of Property Tax Exemptibns.

In general. the statutory exemption of certain categor-
ies of property tends to increase the tax rate on other
classes of property, assuming the total revenue from the
taxation of property to be given, But it does not follow
that all groups, all areas, or all industries will benefit

equally - or in any uniform manner - from the exemp-.

tion of certain classes of property. For example, the

exemption of livestock below certain ages reduces the
personal property tax base, and throws additional bur-
dens on real property and the taxable categories of per-
sonal property. The total property taxes paid by some
farmers may be about the same whether livestock is
exempt or taxable. But, for the vast majority, the exemp-
tion of livestock will change the total property tax bill
upward, or downward, depending upon the relative im-
portance of livestock and other (taxable} forms of wealth.

In the case of statewide levies on property - or state
aids distributed in some proportion (usually inverse) to
millage rates, the exemption of certain categories of
property will redistribute the net tax load geographic-
ally.

In gene¢ral, exemptions show an almost universal
tendency to increase the longer a particular tax is in
force. For over a century, the history of the “General
Property Tax'’ has been marked by a persistent “‘erosion
of the tax base” to the point where the tax is currently
levied primarily on real property. It is noted that, with
¢ach exemption, the arguments for still more exemp-
tions are strengthened, as the burdens on remaining
forms of taxable property are increased.

5. Exemptions from Nonproperty Forms of Taxation

The Sales and Use Taxes. Tax exemption is not con-
fined to the field of property taxation. Several classes of
transactions are excluded from the Iowa sales and use
taxes. The more important exemptions include:

a). Exemption of tangible personal propertv for resale

or for processing, or {or generation of electricity.
If it is intended that the retail sales and use taxes
be a tax only on final consumption, it is proper
that those exemptions be made in order to avoid
multiple taxation.

b). Exemption from the use tax of machinery and
equipment, etc., used in processing purchasged from
non-Iowa sellers if such items are ‘‘not readily ob-
tainable in Iowa."”

c}. Exemption, from the use tax, of tangible property
used in interstate transportation or commerce. The
language in the use tax differs from that employed
in the sales tax, with respect to the exclusion of
transaction the taxation of which is (or might be)
forbidden to the states by the Federal Constitution.

d). Transactions in seccond-hand merchandise, includ-
ing the ‘“trade-in” value of automobiles sold by
franchised dealers, household appliances, and other
consurner’s durable goods (and, presumably, ma-
chinery and equipment used by producers) are ex-
empt from sales taxation.

e). Exemption, from the use tax. of property pur-
chased with intent to use it in another state but
which, in fact, is subsequently brought to lowa

. for use in Iowa.

With the exception of utility services (water, gas, tele-
phone, and electricity) purchased by ultimate consum-
ers, the Iowa sales and Use Taxes do not include servic.
es.

Insurance Premiums Taxes. The Iowa Gross Premiums
Tax specifically exempts three types of insurance bus-
iness:

a). Fraternal beneficiary associations,

b). County mutual associations,

¢). Nonprofit hospital and medical associations.

Personal Income Tax. The Iowa Personal Income Tax
has about as few categories of exempt income as any of
the state income taxes. Both capital gains and divi-
dend income are taxable; many states exempt one or
both of these forms of income. The major exemptions are
those of income from Federal securities, and dividends
from a number of governmental and quasi-governraen-
tal tinancial corporations such as the Commodity Credit
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Corporation, the Federal Land Banks, and the Federal
Housing Administration.

The personal ¢redits, and credits for dependents - al-
though much larger in terms of exempt income than
those allowed on the Federal tax - are not ocut of line
with exemptions allowed in other states.

For a single individual, the personal credit of $12.00
is roughly equivalent to $1,250 of tax-free income at the
first and second brackets of taxable income; the exemp-
tion is higher in about eight other states, and lower in
roughly seventecn other states. About 5 states have com-
parable exemptions or credits, However, the credit
for dependents ($12 per dependent} is probably the high-
est, in terms of tax free income for those in the lower
income brackets, to be found in any state.

The Corporate Net Income Tax. The following types of
organizations and corporations are exempt from the Iowa
tax on corporate net income:

a). Banks, credit unuons, title insurance and trust com-
panies, building and loan assoe¢iations, insurance
companies, fraternal beneficiary associations, ce-
metery corporations, Banks and other financial in-
stitutions are subject to monies and credits taxa-
tion in lieu of income taxes.

b). Organizations established for religious, charitable,
scientific, and educational purposes;

¢). Nonprofit business, labor, and civic organizations,
such as chambers of commerce, labor unions:

d). Clubs, organizations or associations organized and
operated for pleasure, recreation, and other non-
profitable purposes, where no part of the net earn-
ings goes to private stockholders or members,

e). Agricultural marketing cooperatives.

In addition to the exclusion of certain tyves of corpora-
tions and associations from the lowa Corporation Net
Income Tax, certain categories of income are exempt
even when received by corporations which, in general,
are Subject 1o the tax. The major categories of income
exempt from the Iowa Corporate Net Income Tax are:

a). Interest income on obligations of the Federal gov-

ernment and its instrumentalities,

b). Income derived from the manufacture or sale of
tangible personal property ‘‘not allocable to Iowa'
is exempt from the lowa Corporate Net Income
Tsax, Of course, no state can tax all of the net in-
come of multistate businesses operating - or domi-
ciled - within its borders. Some method of aloca-
tion of income must be employed. The method em-
ployed in Yowa is different in that it takes into ac-
count only one factor, sales, and defines “sales” in
a more restrictive way than is done in other states
using a one factor allocation formula. The effect of
the present allocation formula is to exclude move of
the net income of corporations doing business in
national markets than is allocated to Iowa for in-
coine taxX purposes.

Tobacco Taxes: Forty-one states impose special excis-
es on tobacco products. All of these states tax cigarettes.
Eleven of the forty-one states also tax cigars: nine tax
smoking tobac¢o; and eight tax chewing tobacco and
snuff. In Iowa, cigarettes are the only form of tobacco
subject 10 special taxation.

In those states levying a special excise on cigars, the
rates are set in one of two ways: (1) some states levy
the tax at ¢ much per 1,000 cigars (the rates range from
41 per 1,000 to $40 per 1,000, with the rate in the states
being graduated according to weight, value, etc.); (2)
a flat percentage rate, applied to value (rates range from
15 percent to 20 percent of retail value). Smoking tobacco
1s taxed at various rates, ranging from § percent of re-
tail price to 20 percent of retail price, and also at rates
ber quace.

6. The Effects of Exemptions, and Exclusions from
Taxation.

The exemption - or exclusion - of some types of income,
transactions, or commodities from income, sales, or ex-
cise taxes does not automatically - and directly < increase
the absclute burden on taxpayvers with taxable incomes,
transactions, or purchases of taxable commoditiez. For
example, the rate of taxation on taxable income is not
automatically increased if further exemptions are gran-
ted. The expansion, of exemptions, credits, and exclu-
sions, is sumply reflected in decreased revenue from the
tax, In this respect the exemptions from income and
sales taxes have different immediste effects than exemp-
tions from the property tax.

However, in a broader, more fundamental sense, that
is, in the sense that total tax revenues will have to be
maintained from one source or another. an exemption
from any kind of tax will require replacement at some
other point in the tax systermn. Failure to recognize this
interdependency is basically responsible for much of the
popular demand for increased exemption. In other words,

_the public frequently confuses tax exemption with general

reduction in total tax burden. While tax exemption can
not reduce total taxation, it may -.and generally does-mo-
dify the distribution of the tax load.

In general, the total revenue required by government
depends on the quantity and quality of public services
and the efficiency with which the functions of govern-
ment are performed, In a very general way, the demands
of the electorate determine the scope of governmental
services. Whether or not the public will ‘'demand’’ some
new service, or an expansion of an existing function is
influenced by many factors. One of these factors is the
anticipated additional (tax) cost of the new or expended
service. .

To the extent that exemptions, credits, and exclusions
relieve, or reduce, the tax loads borne by substantial
numbers of people (or even if such tax privileges only
lead the electorate to believe that they can escape some
or all of the additional ¢osts) the balance of public pre-
ference may be tipped in favor of the proposed increase
in expenditure. As many of the exemptions, credits, and
exclusions (1) have involved the substitution of hidden,
indirect taxes for direct, readily apparent payments to
support government, and (2) have benefitted large
segments of the population while shifting the increased
costs of government to small segments of the population,
exemptions, credits and deductions tend to facilitate the
expansion of governmental services and, hence, to raise
the level of taxation.

7. Military Service Exemptions and Credits.

Property - real and personal - owned by veterans is
accorded a partial exemption in Towa In all, 268 states
grant some form of property tax relief to veterans.

In Iowa, eight¢en separate major and minor military
actions are recognized for the purpose of defining eli-
gibility for mulifary service exemptions. The amount of
the exemptions are: $3,000 of assessed value for veterans
of the Civil War (of which there were still 109 claimants
in 1854); $1,800 for veterans of the war with Spain and
several military actions in the nineteenth century; $730
for veterans of World War I: and $500 for veterans of
World War II, the Korean conflict, and seveéral minor
military actions in the 1920's.

In ten states, including lowa, some exemptions are
available to veterans without regard to age, disability,
income, or total value of property owned. In sixteen
states eligibility for exemption and/or the amount of the
exemption is conditional upon physical disability, incom-
petency, or old age. Seven states allow an exemption
only if the total value of the veterans property is below




TAX EXEMPTIONS AND CREDITS 10

some specified amount, ranging from $3,600 in Idaho, to
£8,000 in Massachusetts. Several states apply more than
one of the tests in the determination of eligibility.

The amount of the exemption varies from $200 in Okla-
homa, to a high (before 1954) of $5,000 in Louisiana. in
general, the amount of the exemption is larger in those
states having a disability requirement. In many states
the exemption extends only to levies imposed by the
state government, or county and municipal levies A
number of states granting exemptions from levies for
general governmental purposes do not extend the exemp-
tions to levies for school purposes.

For the year 1954, there were 182,231 mulitary service
exemption claims in Iowa, for an amount of $98.1 million
of assessed value. On this assessed value, local taxing
bodies were entitled to receive reimbursement from
State funds in the amount of $2.4 million.* Prorated pay-
ments were slightly in e¢xcess of $2 million.

The total tax on the property exempt by virtue of the
military service of the owner would have been approxi-
mately $6.5 million, at the millage levies for 1954, col-
lectible in 1855. The net effects of the military service
exemption may be summarized as follows: (1) about
$2.0 million of the $6.5 million property tax liability is
shifted from veterans who are property owners to indi-
viduals, including veterans, in proportion to their tax
contributions to the State General Fund: (2) the re-
maining $4.0 of property tax liability is shifted to non
exerapt forms of property, including veterans property
not removed from the tax base by the limited militarv
service exemption.

In 1954, 52,968 military service claims were filed by
veterans of World War I, for which the maximum ex-
emption was $750; 127.829 were filed by wveterans of
World War II, for which the exemption was $500. As of
Qctober, 1949, theTe were an estimated 366,000 veterans
in Iowa. Although the numbexr of veterans is undoubt-
edly larger now than in 1949, the number of exemptions
in the most recent year for which data are available
(1954) was only one-half as large as the number of vet-
erans in Jowa in 1949,

8. The Homestead Tax Credit

Unlike the exemption extended to veterans, and the
exemptions of the various types of property listed in
Table 79, the Homestead Tax Credit does not remove
property from the tax rolls. The state simply assumes
the property tax obligation of homeowners up to a maxi-
mum of 25 mills on $2,500 of assessed value. -

About one-fourth of the states grant some form of
preferential tax treatment to home owners. In thic ma-
jority of these states the value of homesteads up to a
certain ‘“ceiling’’ is exempted only from levies by the
state governments; in a smaller number of states, the
exemption also extends to levies by cities and towns,
counties, and other local taxing bodies. In general, most
- states do not reimburse local governments for the loss
of revenue {or the shrinkage in tax base) resulting from
the exemption of homesteads. In these states, the exemp-
tion of homesteads has the net effect of shifting a portion
of the property tax burden from homeowners to the
owners of other types of taxable property.

A special feature of tax treatment accorded home-
steads in Iowa is the provision for the reimbursement of
local taxing bodies for the full amount of the homeown-
exr’s tax saving. The lowa Homestead Tax Credit has the
effect of shifting a portion of the costs of local govern-
ment from homeowners to the General Fund of the State
of Towa. Thus, the shifted portion of lo¢al governmental
costs ¢comes to be borne by all taxpayers in the State,

© Funds for lhcg)ayment of the military service tax credit are allocated from
the profits of the State lignor stores, in an amount equal to 5 percent of salcs.

in propeortion to their contributions to State tax revenues
going to the General Fund.

Since its inception, in 1936, the amount required to pay
the Jowa Homestead Tax Credit has risen from just over
$11 million, to more than $24.5 million per year. The lat-
ter figure 1S an estimate of the payments from the State
General Fund to be made on 1855 tax levies, pavable in
1956, The increase amount of the credit retlects: (1) the
increase in the number of owner-occupied homes on
which the credit is claimed-from just over 300,000, in
1936, to more than 520,000 in 1954: (2) the increase in
the average assessed values of homes from $1,538 in
1936, to $1,859 in 1934; and (3) increases in millage lev-
ies, From 1936, to 1954, the number of rural hormaes on
which the credit wag ¢Jaimed increased only seventeen
percent; over the same period, the number of urban
homes f{or which ¢laims were filed more than doubled.
In 1954, slightly more than 70 percent of the Homestead

. Tax Credit was allocated on urban homes.

The Homestead Tax Credit was established in a periced
of economic stress, during which thany residents of the
State had expernienced difficulty in meeting tax payvments
on their hemes—as well as on other types of property.
It has generally been accepted that the Credit -would
operate to encourage home ownership, In fact, the ratio
of owner occupancy was higher in Iowa in 1950 than in
37 of the 48 states. In the same year, the ratio was high-
er than in Iowa in 10 states. The ratios for the 10 highest
ranking states, Iowa, ranking 11th, and the United States
average are shown below:

Owner-Occupied Dwelling Units as Percent of All Occupied
Dwelling Units, 1950

Percent
State Owner Occupied
Minnesotd ........ ...66.4

North Dakota .. 662
Indiana _..._... .65.5
Idaho ._.. .85.5
Oregon .60.3
Utah .._..._.. 653
Washington 65.0
Kansas ... .63.9
Wisconsin ..63.5

U.S. AVELARE .ot e 35.0

In the ten states with owner occupancy ratios above
the Iowa ratio, there are only two states which offer
some form of tax relief to home owners. In North Da-
kota, farm buildings and other improvements—but not
land—are exempt from property taxation. But this ex-
emption is available regardless of the tenancy status of
the property. In Minnesota, homesteads are exempt from
state levies, except those made for the retirement of debt
incurred before January 1, 1937, in an amount not to ex-
ceed $4,000; the exemption does not extend to levies by
other taxing bodies. In addition to the exemption from
state levies, homestead properties are assessed at lower
ratios to “full and true value' on the first $4,000 of value
than are nonhomestead properties.

From 1940 to 1950, the number of owner-occupied
homes m Jowa—as measured by the increase in Home-
stead Tax Credit claims filed—rose by 36 percent. Dur-
ing the same period, the number of owner-occupied

“dwellings in the United States increased 535 percent, ac-

cording to the Bureau of the Census. However, the num-
ber of households in the nation as a whole increased 23
percent from 1940 to 1920; the increase in Iowa was
oniy 11 percent.
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Changes in the ratic of owner-occupancy of dwellings,
and interstate differences in these ratiog are influenced
by many factors-—of which tax inducements are only one.
Other factors which have influenced the ratio of owner-
occupied to total occupied dwellings in recent years in-
clude: 1) rent controls which retarded the construction
of rental housing in the early post-war years, 2) low in-
terest rates, 3) readily available housing credit, facili-
tated by government guarantces of loans, and 4) high
levels of income,

9. The Agricuitural Land Tax Credit

Some form of tax relief is accorded agricultural prop-
erty in several states. As noted above, buildings and
other improvement on agricultural lands—but not the
land itself—are exempt in North Dakota. In Montana and
Minnesota, statutory assessment ratios are lower for ag-
ricultural properties than f{or some other types of prop-
erty. In Minnesota, the statutory rate is 40 percent for
the major categories of urban property, and 33 1/3 per
cent for rural real estate. The rates are 25 percent, and
20 percent respectively, for the first $4,000 of value of
urban and rural properties qualifving as homesteads.

The Towa Agricultural Land Tax Credit does not re-
sult in the removal of property from the assessment
rolls. In this respect it operates like the Homestead Tax
Credit. But the Agricultural Land Tax Credit differs
from the Homestead Tax Credit in at least three im-
portant respects.

First, the State pays only that portion of the tax on
agricultural land which is attributable to general school
levies in excess of 15 mills. The Homestead Credit, in
contrast, is not restricted to any particular type of levy,

Second, the Agricultural Land Tax Credit is not lim-
ited, in so far as the amount available to any one tax-
payer is concerned. The Credit to which a landowner is
entitled 15 determined by the assessed value, the millage
levy in excess of 15 mills for the general school fund,
and the adequacy of the legislative appropriation to meet
all claims. In contrast, no homestead can receive a cred-
it in excess of 25 mills on $2.500 of assessed wvalue, a
maximum of $62.50.

Third, the Homestead Tax Credit is paid from an
“open-end appropriation,” i. e., any amount available
in the General Fund may be used to pay the Homestead
credit, up to a maximum of $62.50 per claimant. But
payments of the Agricultural Land Tax Credit was lim-
ited to a fixed appropriation—$10.5 million per year for
the 1855-37 biennium. The amount appropriated has been
less than the total claims filed in all but one or two
years. Thus, it has been necessary to prorate the avail-
able funds among the claimants.

PURPOSE. The Agricultural Land Tax Credit was in-
stituted, with-the first payvments of $500,000 being made
in 1946, for the purpose of relieving agricultural property
of some of the school tax levy in “‘high tax' school dis-
tricts. As the assessed value of farm property per child
in rural areas is, on the average, larger than the as-
sessed value of urban property per child in urban areas,
the inclusion of rural and urban areas in a consolidated
district typically results in higher millage rates for farm
property, and lower rates for urban property. The Agri-
cultural Land Tax Credit has come to be regarded as a
means for overcoming this financial barrier to reorgan-
tzation.

The payments have risen from $500,000 in 1946, to
$2,000,000 in each of the years 1847 and 1948, $4,500,000
in 1949, $5,000,000 in each of the years from 1930 through
1954, and to $10,500,000 for each of the years 1955 and
1956. As the Agricultural Land Tax Credit is paid from
a standing appropriation, the amount will continue at the
$10,.5300,000 annual rate, unless changed by subsequent

General Assemblies. In 1949, all claims were paid in full.
But prorating has been necessary in all othex years, part-
ly because of the continued increase in school levies, but
also because of the larger amounts of agricultural lands
being included in reorganized distriets and therefor gen-
erally subject to higher millage rates.

The Agricultural Land Tax Credit is not available to
pay any part of the levies for the school house fund, the
special courses fund, or levies for any other school pur-
poses except the general fund. Nor is it available for
levies made on personal property f{or any purpose,

Testimony presented to the Taxation Study Committee
has been divided on the matter of the effectiveness of
the Agricultural Land Tax Credit as a means for encour-
aging school districts reorganization. On the one hand,
the view has been expressed that several important re-
organizations could be attributed to the Agricultural
Land Tax Credit which, in effect, sets an upper limit of
15 mills on the general school fund levy to be imposed
on real property used for agricultural purposes. On the
other hand, the view was presented that uncertainties
with respect to future appropriations for the Credit, and
the tendency for each yvears prorating to be at a lower
percentage of total claims reduced the effectiveness of
the Agricultural Land Tax Credit as an inducement to
reorganization. It has also been pointed out that in view
of the fact that the Credit is available to all agricultural
lands on the same terms, it may coperate to perpetuate
inefficient, uneconomical districts by relieving the own-
ers of agricultural lands of a significant part of the tax
cost of inefficient school units.

Although the Iowa Agricultural Land Tax Credit is
somewhat unique as a form of tax relief for agricultural
property, it has, or would have if all claims were paid in
full, about the same effects as another device used in
several states. For example, the imposition of a ceiling
of 15 mills for the levy for the general school fund, with
provision that the balance of the required revenue be
supplied by state and would accomplish about the same
results as the Agricultural Land Tax Credit.

10. Possible Limitations of Tax Credits

In the aggregate, between $37 and $38 million of State
funds will be used to pay local property taxes levied in
1955, for collection in 1956. Total credits for the 1955 levy
were equivalent to approximately 14 percent of the total
levy on property.

Of this amount, the major portion—aover $24 5 million -
will be required to pay the Homestead Tax Credit. The
amount of State revenue required to pay the Homestead
Credit is likely to rise by an average of about $700,000
per vear over the next few years.

The appropriation for payment of the Agricultural
Land Tax Credit, which was raised from $5.0 million to
$10.5 million by the 56th General Assembly, is already
inadequate to pay all claims in full

In addition, local taxing bedies have filed claims of
approximately $2.5 million as partial reimbursement for
property removed from the tax base by virtue of the
military service exemption. This amount may be expect-
ed to increase as more veterans of World War II, and
the Korean conflict, agquire property on which exemp-
tions are c¢laimed.

In view of the already substantial, and rising, demands
on State revenues for the payment of property tax cred-
its, the Committee has considered several methods—
some of which are employed in other states—for limiting
the payment of credits. It is emphasized that the foliow-
ing methods are presented without recommendations as
to their adoption.

The elimination, or marked reduction, of Statc pay-
ments for property tax credits can probably be accom-
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plished only as a part of a general tax revision which
would reduce local property taxes on all types of prop-

erty.

But the annual requirements on State funds for the

payment of the credits might be reduced—or at least

prevented from

growing—by some of the following

measures!

a).

b).

c).

The present ‘“‘open-end appropriation” for the
Homestead Tax Credit might be sealed at some
pre-determined level, say $25,000,000. This would
require that all ¢laims be prorated in another year
or two, thus reducing the c¢redit of all home-owners
by an equal percentage.

The ceiling of the Homestead Tax Credit might be
reduced from 25 mills on a maximum of $2,500 of
assessed value to some lower figure, say $2,000 of
assessed value. This modification would reduce the
present level of total ¢redits by approximately $3.0.
Most of the reduction in the credit would fall on
the owners of higher priced homes,

The pericd of time for which any one individual
would be allowed a tax credit on a homestead

d).

e).

might be limited to a specified pericd, such as ten
years. In addition the Homestead Tax Credit might
also be made available to homeowners over 45
vears of age, or physically disabled persons.

Eligitality of agricultural lands for the tax credit
might be limited to those lands in high school dis-
tricts meeting approved standards. Alternatively,
the amount of tax ecredit on agricultural land
might be limited to some specified number of milis,
or to a maximum number of dollars per landowner.
The military exemption and/or tax credit might be
limited in a number of ways, some of which are
employed in other states. These include® (1) re-
striction of the exemption to a limited period of
time after service in the armed forces, (2) restric-
tion of the exemption to disabled veterans and/or
veterans over some specified age, (3) restriction of
the exemption to veterans with total property, or
income, below a certain level, and (4) the exemp-
tions granted to widows and heirs of wveterans
might be more limited than is presently the case.




