
 
 

!

Balanced Approach: Raise the Gas Tax — Raise the Wage 
Minimum Wage Boost Would Offset Higher Cost of Gas Tax to Working Poor 
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Table 1. Effect of Raising Iowa’s Gas Tax by 10 Cents per Gallon, by Household Income 
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Source: Institute on Taxation and Economic Policy, Washington, D.C., calculations for Iowa based on the ITEP tax model.!
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Alternatives to offset costs to low-income Iowans 
!
E)!*:#,!$%!1#$9Z!(&1.#,$)&!:#%!#.%)!/9)0/0!,:/!*#'/%!)1!#..!*)9I/9%B!#&0!,:$%!$%!8#9,$72.#9.4!,92/!1)9!,:)%/!
;#I$&'!#,!)9!&/#9!,:/!;$&$;2;!*#'/=!"/#.!*#'/%!:#</!%,#'&#,/0=!E)!,)!9/#8!,:/!3/&/1$,%!)1!9#$%$&'!,:/!'#%!
,#-!*:$./!#<)$0$&'!#&!2&02/!3290/&!)&!,:)%/!*$,:!,:/!./#%,!#3$.$,4!,)!8#4B!()*#!7)2.0!9#$%/!,:/!;$&$;2;!
*#'/!)9!$&79/#%/!,:/!%,#,/+%!K#9&/0!(&7);/!G#-!>9/0$,=!
!
Minimum Wage 
[)%,!)1!,:)%/!*:)!*)2.0!3/&/1$,!19);!,:/!:$':/9!;$&$;2;!1#..!$&,)!,:/!.)*/9!H6!8/97/&,!)1!()*#!
:)2%/:).0%!34!$&7);/B!#&0!,:/4!#9/!,:/!1).I%!8#4$&'!,:/!:$':/%,!8/97/&,!)1!,:/$9!$&7);/!$&!'#%!,#-/%=!
"#$%$&'!,:/$9!8#4!7#&!)11%/,!,:/!:$':/9!7)%,!)1!09$<$&'!,)!*)9I!U!#,!&)!7)%,!,)!,:/!%,#,/!#&0!#,!#!3/&/1$,!,)!
,:/!.)7#.!#&0!%,#,/!/7)&);4=!
!
Q%!*/!:#</!8)$&,/0!)2,!/.%/*:/9/B!L6OB666!()*#&%!*)2.0!'/,!#!9#$%/!$1!,:/!;$&$;2;!*#'/!*/9/!$&79/#%/0!
,)!?56=56=O!G:/!#</9#'/!8/9%)&!3/&/1$,$&'!89)<$0/%!HO!8/97/&,!)1!,:/!1#;$.4!$&7);/!19);!,:#,!;$&$;2;!
*#'/=!Q&0!()*#!:#%!1#../&!3/:$&0!$,%!&/$':3)9%!#&0!,:/!;#C)9$,4!)1!),:/9!%,#,/%V!\$</!)1!,:/!%$-!#0C)$&$&'!
%,#,/%!:#</!#!;$&$;2;!*#'/!#3)</!,:/!1/0/9#.B!#%!0)!@F!%,#,/%!#..!,).0=!!
!
Income Tax Adjustments 
G:/!()*#!K#9&/0!(&7);/!G#-!>9/0$,!XK(G>Y!3/&/1$,%!*)9I$&'!1#;$.$/%!#,!.)*!#&0!;)0/9#,/!$&7);/%!U!
#3)2,!5A!8/97/&,!)1!()*#+%!1/0/9#.!,#-!1$./9%=P!G)!7);8/&%#,/!1)9!,:/!$&79/#%/0!7)%,!)1!,:/!'#%!,#-B!#!
89)8)9,$)&#,/.4!'9/#,/9!%:#9/!)1!$&7);/!1)9!;#&4!)1!,:/%/!,#-8#4/9%!,:#&!:$':/9W$&7);/!8/)8./B!
.#*;#I/9%!7)2.0!9#$%/!,:/!K(G>!9#,/!U!&)*!5A!8/97/&,!)1!,:/!1/0/9#.!79/0$,!U!)9!/.$;$&#,/!()*#+%!3),,);!
,#-!39#7I/,%=!
!

!"#$%&'($)*+,(-$.(/01#/+"*2$*+$($3&*10$245-*,$2&-*,6$(1(-6+*+$*1*0*(0*7#$&8$0'&$1&12(/0*+(19$1&12/&8*0$%&'(:
5(+#;$&/<(1*=(0*&1+9$0"#$%&'($.&-*,6$./&3#,0$(1;$0"#$>"*-;$?$)(@*-6$.&-*,6$>#10#/A$B#2&/0+$(/#$(0$
'''A*&'(8*+,(-A&/<A$
!

                                                
1 CPI-U was 124.0 in 1989, 236.7 in 2014.  
2 Iowa Department of Transportation, 4th Quarter 2014 Report, Price Trend Index for Iowa Highway Construction.  
3 See Iowa Legislative Services Agency, Fiscal Services Division, Issue Review, December 8, 2014, Chart 3. Fuel tax revenue 
provided about $305 million in 1989 but had fallen to $160 million by 2013, when corrected for the rising cost of highway 
construction by converting to 1986 dollars. The motor fuel tax provided about 36 percent of total state transportation funding in 
fiscal year 2011, the rest coming from annual vehicle registration fees, new vehicle registrations (formerly the 5 percent use 
tax), and other sources (http://www.iowadot.gov/pdf_files/RUTFStudy2011.pdf).  
4 These figures were calculated by multiplying total motor fuel tax revenue in actual current dollars by 78 percent (the share 
estimated to be paid by Iowa residents) and dividing by Iowa population. Per capita personal income is from the U.S. Bureau 
of Economic Analysis. The estimate of 78 percent is from the Iowa Dept. of Transportation, communication from Stuart 
Anderson. The gas tax amounted to about 5 tenths of a percent of income in 1989, about 2.5 tenths of a percent in 2013.  
5 Per capita vehicle miles traveled in Iowa rose from 8,124 in 1989 to 10,869 in 2004, then fell to 10,270 by 2012. See Iowa 
Legislative Services Agency, Fiscal Services Division, Issue Review, December 8, 2014, for projections of future VMT and 
revenues.  
6 “Iowa Once a Leader, Now a Laggard on the Minimum Wage.” The Iowa Policy Project, February 2015. 
http://www.iowapolicyproject.org/2015docs/150209-minwage-FS.pdf  
7 “How the EITC Hits Home.” Iowa Fiscal Partnership, April 30, 2014. http://www.iowafiscal.org/how-the-eitc-hits-home-2/ 


