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General Assembly January 27, 2011

Madam Lt. Governor, Mr. President, Mr. Speaker, Leaders, justices, judges, legislators,
elected officials, distinguished guests, family, friends and fellow lowans.

| am humbled to stand before you once again as your Governor in this, the people’s House. It
is here that our forefathers set the direction of our state: educating our kids, building our
roads, protecting our citizens, caring for the unfortunate. And they did so, while being careful
with the tax dollars and balancing our state’s budget.

In this storied chamber, | cut my political teeth as a young state representative — learning both
to advocate my position and respect my adversary.

--To disagree without being disagreeable.
--To listen, because that is the only way to learn.

Because, at the end of the day, we are all lowans working hard to make our special state an
even better place. Let us never forget why we are here: to do the people’s business as their
servants with respect and dignity and good will.

Today, | stand before you to present the state’s budget for the next two years.

But, at the risk of sounding a bit like the grandfather | am now, | think we need to start with a
stern talking to.

When | began the preparation of this budget, | was handed a list of dozens of programs — 89 to
be exact — that had been funded with money we no longer had. Everything from paying for
teachers to state troopers had been funded with one-time money — nearly 900 million dollars’
worth.

Now, you wouldn’t run your family budget that way. If you did so, you would soon be visiting
the bankruptcy court.

And we should never run the people of lowa’s budget that way, either. And with this budget, it
will come to an end, now.

| understand that this budget method of borrowing from Peter to pay Paul didn’t just happen
overnight. | understand that it has been building over at least a ten years. But that doesn’t
make it right; and that doesn’t mean we can ignore it for another decade.

You see, if we don't fix it, the very integrity of our government is threatened.

When we over-promise and under-deliver, time after time, we erode, like a corrosive acid, the
ties that bind our society. And, our ability to do those things we desire — whether it be educat-
ing our kids, caring for the sick, protecting the vulnerable, or improving our ability to create jobs
— will be lost in a sea of red ink.

It is our responsibilitv. as servant-leaders. to pass a budaet as honest. fruaal and balanced as



And, the time to do It Is now.

The rebounding agricultural economy gives us a unique opportunity to bind up lowa’s budget
wounds quickly. We must not squander that opportunity.

It will not be easy. It will require difficult and painful choices. But the pain we endure by fixing
our budget today, will lead to great opportunities for lowa in the future.

It will require change. No longer can every organized constituency get what it wants. There is
a greater good we are seeking.

We must restore predictability and stability to our state budget, ensure our decisions are sus-
tainable for the long term, and set the stage for a period of unprecedented economic expan-
sion.

It is the taxpayers, not the interest groups, we must protect.

So, the budget | present to you today cleans up the budget mess that has been made. It
cleans out the cobwebs in the closets of government. It sets lowa on a new course with
smaller, predictable, sustainable government. That is nimble enough to respond to needs and
small enough to stay out of the way of our job creators.

And we do it by:

First, $770 million of general-fund spending that was funded by one-time revenue is moved
back into the general fund, where it belongs, once and for all.

This is an honest budget that matches ongoing spending with ongoing revenue. And it funds
our commitments to schools, health care for the poor and elderly, and troopers with funds that
won’t evaporate in a year.

Second, this budget provides nearly $160 million in direct property tax relief to lowans. It fully
funds the state’s share of our school funding commitments — erasing the need for local school
districts to make up the difference in property taxes.

lowa property taxpayers have paid a high price for the states’ past practices and it is time to
make them whole.

Third, this program and budget make it clear that lowa is ready for job creation. We all know
that small businesses are the engines of our growth. Yet, our small businesses pay an income
tax rate that is highest in the nation at 12%.

And our small business pay commercial property taxes that are as high as those in mid-town
Manhattan.

This budget will make us competitive for new jobs.

The small business income tax rate will be cut in half and made a flat 6%. Commercial prop-
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year over o years.

My plan includes funding for these tax cuts through the use of new revenue coming to the state
due to economic growth, the additional revenue generated by the extension of the Bush tax
cuts, and by a restoration of the gaming tax to the level at which it was originally agreed to
years ago.

I will be bringing forth legislation to transform our current Department of Economic Develop-
ment into a public/private partnership.

This will be a partnership that unshackles our economic development efforts from an alphabet
soup of bureaucratic programs and brings the best practices from both sectors to recharge our
job creation mission.

And | intend to give that new partnership new tools to market and sell our state to job creators.

| have asked each of our Department and Agency heads to do a top to bottom review of all ad-
ministrative rules and regulations to determine how we can best fulfill our responsibilities while
eliminating impediments to job growth.

While tax policy can take us a significant way forward in our effort to compete for new jobs,
much of that work can be undone by a bureaucracy that fails to understand the critical relation-
ship between burdensome regulation and job creation.

The rules and regulations identified through this process will be the first subjected to our pro-
posed rolling sunset and | will further order all future proposed rules and regulations to contain
a jobs impact statement so we can identify those that cost jobs before they impact our lowa
employers.

We have wrung our hands over these issues long enough. Now is the time to make lowa’s
main streets truly open for business with the jobs we so desperately need. It is only by these
actions that we can be assured of the growth we need to fund our future state budgets.

Many new Governors across this nation are aggressively moving to reduce tax and regulatory
burdens to spur new job growth and | want to position lowa as the leader.

Our unemployed deserve nothing less than our best efforts to bring new jobs to this state. No
one will work harder to bring new jobs to lowa than me, Lt. Governor Reynolds, Director Dur-
ham, and our entire economic development team.

Fourth, we must reduce the size and scope of government. State agencies and local govern-
ments must break down the silos that divide them.

Services must be shared so lowans’ needs are met. Costs must be reduced — we can no
longer afford to pay 46% more for public services; the collective bargaining law must be
changed to recognize the rights of the taxpayers. And we, the leaders of our governments,
must do a better job of managing our scarce resources.



management team, reviewing the current budget in excruciating aetail.

In fact, the Lt. Governor and | have taken the time to personally review every line item in the
state budget so we can look lowans squarely in the eye when we tell them we simply have too
much government and the status quo is no longer a viable option.

With this budget, we have a choice. Do we take the bold and difficult steps, make the painful
decisions, and honestly align our spending and revenue? Or, do we kick the problem down
the road yet again?

Fellow lowans, | didn’t come here to avoid tough decisions.
No more games. No more gimmicks. No more bail-outs.

Fifth, we must budget for the long term. This budget doesn’t solve all our problems overnight.
No budget can. But it puts us on a path of sound budgeting principles. And we must stay on
that path by resisting the temptation to push our obligations to the next generation.

I plan to insist on budget discipline.

The results of our past budget practices have been across the board cuts and a mountain of
broken promises. The days of unsustainable commitments are over.

It will come as no surprise to any of you that | am submitting a biennial budget that includes my
recommendations for both Fiscal Years 2012 and 2013. Also included with this budget is a
five year financial projection that shows how the decisions we make this year will impact the
bottom line over the next five years.

lowa desperately needs these financial planning tools and | will insist the Legislature join me in
this commitment to provide lowans with an honest, open, and transparent approach to spend-
ing the public’s money.

We will make our government as good, as dependable, as well-managed as the people it
serves.

How do we accomplish our goals? We cut unnecessary spending.

Programs that have passed their time are eliminated and others are modified to make sure
those in need are those who receive government help.

Every area of state government will be asked to share in this sacrifice. | have appointed a col-
lection of talented leaders in our state departments and agencies and have charged them with
remaking government at all levels to find more efficient and less costly methods to deliver our

state services.

While school systems across this country are reeling from massive budget cuts, this budget for
the next two years holds school spending authority at the current level. No increase. No de-
crease — but with an assurance that we can deliver on this promise and allow our creative
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ANd let's not Tforget, even while holding spending authority at current levels, last year the state
underfunded its commitment by $156 million. Local school districts were left holding the bag
with little choice but to levy additional property taxes to make up the difference. This budget
funds that commitment with state dollars and provides direct property tax relief to lowa taxpay-
ers.

But education isn’t all about dollars and cents. It is about our children and our willingness to
take the steps necessary to reform our schools and make them among the best in the world.

To that end, | will convene an education summit this summer—bringing together the nation’s
most dynamic educational reform leaders.

These national leaders will work with our new education policy team and strive to reach a con-
sensus on what changes are needed to give our children the nation’s highest quality schools.

Should we reach that critical consensus, and | have no reason to believe we won't, | will con-
vene a Special Session of the lowa Legislature in the fall of this year to approve our bold re-
form agenda and make good on our new covenant promise to provide our children with a glob-
ally competitive education.

In addition, | cannot leave the education discussion without renewing my commitment to en-
sure that every lowa child has access to quality preschool.

This budget proposes a $43 million annual investment in providing preschool assistance to
those families in greatest need.

Research shows preschool investments have the most long-lasting impact on children who
come from homes with financial need. As such, our program will be targeted to those families
and will give parents flexibility to choose the preschool environment that best meets their
needs.

But we cannot do this alone, all across this state parents, private donors and caring organiza-
tions have for years partnered with preschool providers to ensure access. | am happy to have
the state of lowa join them—as a partner, not as the sole provider.

My fellow lowans, none of what | have brought forward today will be easy.
But all of it is necessary.

We must put an end to the budgeting practices that failed our people and brought unprece-
dented instability to the delivery of critical state services.

We must adopt long term budgeting practices that provide decision makers with an early warn-
ing system to coming budget cliffs in time to make adjustments that prevent service disrup-
tions.

We must cut real spending out of state government and challenge our Department leaders to
remake state government in a manner that provides services more efficiently and at less cost.

We must provide financial stability to our schools while we engage in an historic effort to reform
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nearly $160 million in much needed relief.

We must reduce small business income and property taxes, and eliminate rules and regula-
tions that cost us jobs.

If we have the courage to do these things and do them now, then | am confident lowa will be
the leader in America’s economic recovery.

The more than 100,000 unemployed lowans deserve nothing less than our best efforts and we
have an obligation to take the bold and decisive actions necessary to dramatically improve
lowa’s ability to compete for new jobs.

When God made his covenant with Abraham and his people so many ages ago, it was a cove-
nant that required immediate and significant sacrifice in return for a promise of incredible abun-
dance. However, that abundance was to be years and even decades in the making.

Our new covenant between this state and its people does indeed require significant immediate
shared sacrifice.

But, as with Abraham and his people, the people of lowa can expect our efforts will lead to tre-
mendous abundance which we, our children, grandchildren, and future generations of lowans
will enjoy.

| stand before you today older and wiser than when | first set foot in these chambers. But| am
no less passionate about our future.

If we make the right choices, the days before us will be ones of abundant growth and new jobs:
Enough abundance to bring back our sons and daughters and those who wish to join us.

Enough abundance to meet the needs of our kids, and our elderly, and the sick and the
vulnerable.

Enough abundance to make the future the golden years in lowa history.
We stand at the crossroads of that history. Which path will we take?

| know that this institution is fueled by compromise; but we cannot compromise on the future of
lowa.

Our state will be driven by the right policy choices and | will fight with all my political might to
make sure that we make the right choices.

We are the fortunate few who have been chosen by the people to do what is right. Let us be
motivated by the better angels of our nature for the good of all lowans.

Together, we will accomplish great things.
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Branstad Administration Five-Year Goals

Create 200,000 jobs for lowans

Increase family income by 25 percent

Restore lowa’s educational system to #1 in the nation
Reduce the cost of government by 15 percent
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Instilling Good Budgeting Practices

State spending (in constant dollars) during
the Branstad Administration (1983-1999) av-
eraged just under $1,700 per person. Cur-
rent state spending per capita has ballooned
to $2,000 per person, an increase of 18%.
lowans are paying for more government than
they can afford. A significant reduction in the
cost of government and a reallocation of lim-
ited resources would better align our ex-
penses with our ability to pay.

One of the first steps toward curbing the
growth of government and actually reducing
the cost, is to end practices that result in
bloated budgets. Another step is instituting
budget reforms that encourage greater fiscal
discipline and long-range planning.

Institute Good Budgeting Practices

Institute Budget Practices to Encourage
Transparency

In analyzing recent budgets to determine
why per capita state spending increased, sev-
eral detrimental budgeting practices were
identified. When proposing his budget, Gov-
ernor Branstad will institute the following
good budgeting practices to encourage
greater fiscal discipline:

Do not use one-time money to pay for on-
going expenses;

Do not implement new spending pro-
grams in the middle of a budgeting
year;

Do not propose new automatic or
‘standing’ appropriations;

Do not make proposals that shift costs to
local property taxes or fees;

Do not propose diverting funds authorized
for a specific purpose to other pur-
poses.

One-Time Money to Pay for Ongoing
Expenses Fiscal Year 2011 Examples

$47,000,000

$50,000,000
$40,000,000
$30,000,000
$20,000,000
410,000,000

S0+

$7,239,274 $3,097,468

School Aid from  Various DHS Services ~ State Patrol from
American Recovery Funds (Field NHSTAFunds
and Reinvestment Act  Operations) from
(ARRA) Underground Storage
Tank (UST)

Source: lowa Dept. of Management

Institute a Biennial Budgeting Process

Adopting budgets every two years will
remove the incremental cost increases that
creep into base budgets simply due to the
fact that the budget is created annually. Bi-
ennial Budgeting will also provide additional
funding stability to those entities dependent
on state resources and may help smooth the
highs and lows that can occur with annual
budgeting.

Develop and Implement a Five-Year Finan-
cial Plan for the State of lowa

A five-year financial plan for state govern-
ment will allow the Governor and Legislature
to better track the long-term impacts that tax-
ing and spending decisions in Year-One
have on the ability of the state to balance its
budget, meet critical needs, and avoid
budget cliffs for years into the future. Pre-
sent practices tend to focus on a year-to-
year approach to balancing the budget. As a
result, little regard is given to how current
decisions impact future budgets, create new
burdens for taxpayers, or hinder our ability to
meet critical future needs.




Efficiencies
We do not need to create additional agen-

cies and more bureaucracy every time the
state faces a major challenge. We must look
at current resources to manage problems
and not establish a new government agency
to address the issue. The Rebuild lowa Of-
fice, which was established to coordinate
flood relief, will sunset in June of 2011 and
the Office of Energy Independence should
also terminate in June of 2011. The Depart-
ment of Homeland Security will assume
whatever remaining tasks need to be ad-
dressed from the Rebuild lowa Office, and
the Partnership for Economic Prosperity, will
complete the energy projects.

Eliminate Wasteful Processes

State government will reengage and
greatly enhance its “lean processing efforts.”
Lean processing has been successfully util-
ized in both the private and public sectors.
The process considers the expenditure of
resources for any goal other than the crea-
tion of value for the end user to be wasteful.
It centers on preserving value. lowa Busi-
ness Council Members have volunteered
their expertise to assist the State in its ef-
forts.

Collective Bargaining
Current lowa law and contracts with em-
ployee organizations have significantly
eroded management rights and the ability of
management to protect the interests of lowa
taxpayers. Governor Branstad recommends
a series of changes to lowa’s collective bar-
gaining statutes to restore the appropriate
balance and allow the State to better align
the salary and benefits of public employees
with their counterparts in the private sector.
¢ Remove the requirement that an arbi-
trator must consider past contracts
between the state and its employee
organizations. Such a requirement

quo and limits management’s ability

to approach contract negotiations in

new and creative ways.

Require an arbitrator to consider

comparable wages paid to private

sector employees doing comparable
work and their public sector counter-
parts. Limiting an arbitrator’s scope
to comparisons of wage and benefit
structures of other public employees,
who are often represented by the
same employee organizations, se-
verely limits an arbitrator’s ability to
consider today’s economic realities
when determining public sector com-
pensation.

Add fail-safe provisions to Chapter 20

such that an arbitrator can consider

such issues as efficiency and possi-
ble consequences related to tax in-
creases and decreases in services.

Such language is common in sur-

rounding states and, again, broadens

the ability of the arbitrator to consider
relevant and important economic fac-
tors when making decisions.

Exclude from the bargaining process,

a number of provisions, to reestablish

management’s rights to protect tax-

payers and provide management with
additional tools to manage their op-
erations including:

« the terms, source, and cost of
health and other insurance.

e any restriction or limitation on out-
sourcing.

e any provision that denies the
State the right to consider factors
such as skill, training, or educa-
tion, in addition to seniority, when
determining layoffs.



Innovation
]

As one of his priorities for lowa, Governor
Branstad has proposed an ambitious goal of
creating 200,000 new jobs in lowa over the
next five years. To reach that goal, he pro-
poses the following initiatives:

Reinventing Economic Development

Replace the lowa Department of Economic
Development With a Public-Private Partner-
ship

Governor Branstad proposes to replace
the current lowa Department of Economic
Development (IDED) with the lowa Partner-
ship for Economic Progress (IPEP). This will
be a public-private partnership tasked with
promoting and marketing our state to attract
new investments and jobs.

This new body will be led by Director Debi
Durham, a successful, knowledgeable and
experienced leader in economic develop-
ment. IPEP will be governed by an inde-
pendent board of directors and chaired by
the Lieutenant Governor. This new entity will
benefit from a significant amount of in-
creased flexibility and will allow our state-
driven economic development efforts to
benefit from the energy of public-private co-
operation.

Structural change at the top is not the
only change lowa requires to spur economic
growth and job creation. This new public-
private partnership must adjust internally by
creating an organizational structure that in-
corporates all state entities into the economic
development and job creation mission. Only
by reworking the bureaucratic structure
throughout state government, will we be able
to eliminate redundancies and road blocks in
our regulatory and economic development
efforts. Additionally, the new structure will
create a streamlined system for employers
and new prospects to function within, com-
pared to the isolated protectionism that clogs

To attract and retain business, we must
change the mindset of those charged with
economic development and job creation.
Our economic development professionals
must think and act like customer service rep-
resentatives, who aggressively and proac-
tively solve problems, so that lowa can make
the “sale” to keep and create jobs. By con-
verting IDED into a public-private partner-
ship, the customer service mentality will per-
meate the system and offer prospective in-
vestors an easy and efficient system.




Perform Cost Benefit Analysis of Current
Economic Development Programs

Economic development efforts in lowa
often revolve around a “toolbox” filled with
programs and incentives that cities, counties
and the state use to attract and retain busi-
ness. Governor Branstad proposes we per-
form an honest cost benefit analysis of every
tool in the box to determine what works and
should be expanded, what doesn’t work and
should be eliminated, and what new tools
need to be developed to better market and
promote our state.

Examples of Toolbox Programs
and Incentives

Sales and Use Tax Exemption on Manufactur-
ing and Equipment Purchases

Property Tax Exemption on New Industrial Ma-
chinery and Equipment Purchases

Research Activities Tax Credit
Local Tax Abatement

Tax Increment Financing

Develop a User Friendly Website

The state incentive system is too com-
plex, too slow, and not web-friendly. The
Internet is a wonderful tool, however, lowa’s
toolbox of incentives does not fit well within
an “information now” matrix as it stands. We
can and must maintain our high standards for
incentive recipients. At the same time, we
must also develop simplified and effective
methods to quickly and efficiently determine
incentive package availability and pre-
approval to prospective investors in lowa.




Starting a Business

For many lowans the American dream
consists of being their own boss, owning
their own business, and growing that busi-
ness to provide for their family and the fami-
lies of their employees. lowans lived this
dream when they came to this state as pio-
neers and they continue to pursue this dream
today. lowans have creative minds, a strong
work ethic and a drive for independence and
self-sufficiency. This combination of skills
and attributes are the fuel which will drive
lowa’s economy once again.

If lowans are to realize their dream, state
policies must encourage entrepreneurship.
The Kauffman Index of Entrepreneurial Activ-
ity by State 2009 ranks lowa 44" in entrepre-
neurial activity. These numbers are even
more disappointing when you consider a re-
cent Kauffman Foundation study, The Impor-
tance of Startups in Job Creation and Job
Destruction, July 2010, which determined
“New firms add an average of 3 million jobs
in their first year, while older companies lose
1 million jobs annually.”

Entrepreneurial Activity Index Rates
Bottom 10 States

Source: 2009 Kauffman Index of Entrepreneurial Activity

lowa’s adverse rankings regarding entre-
preneurship are not reflective of the entrepre-
neurial spirit of lowans. Instead they reflect
the failures of government to assist small
businesses. To promote entrepreneurship
and to meet the needs of both businesses
and students. Governor Branstad proposes

the following innovative strategies:
Promoting the lowa Entrepreneur

Statewide Entrepreneurial Education

lowa currently has excellent examples of
entrepreneurial education, including the
Jacobsen Institute for Youth Entrepreneur-
ship and the John Pappajohn Entrepreneurial
Center. However, these programs do not
reach all students at all levels. With the goal
of acclimating every lowa student in K-12,
community college and Regents institution to
the “entrepreneurial mindset”, Governor
Branstad will ask the lowa Partnership for
Economic Prosperity (IPEP) to coordinate
with the Department of Education to take the
knowledge and skills of entrepreneurship
education to all lowa students. In addition,
Governor Branstad proposes that entrepre-
neurial education be included in 21 Century
Learning Skills.

Tuition Tax Credit

According to a 2010 report from the Pro-
ject on Student Debt, lowa students are
graduating college with the fourth highest
debt load in the nation.

Student Debt Load
High Debt States

District of Columbia $30,033
New Hampshire $29,443
Maine $29,143
lowa $28,883
Vermont $27,786
Minnesota $27,467
Pennsylvania $27,066
Rhode Island $26,573
Alaska $26,344
Ohio $25,842



Student Debt Load
Low Debt States

Utah $12,860
Georgia $16,568
Nevada $16,742
Wyoming $17,084
Delaware $17,200
California $17,326
Arizona $17,393
Kentucky $19,112
Louisiana $19,677
Washington $19,780

Source: Project on Student Debt

At the same time our students are
building this debt, lowa’s companies are in
need of educated, skilled and motivated em-
ployees. lowa can grow our own labor force
and keep lowa youth in our state by having
jobs available for them after they complete
their education. These new graduates can
be more productive members of the lowa
economy if we reduce the debt level they
have incurred when they complete their edu-
cation. Reducing this debt load will provide
these young people with a better credit rat-
ing, allowing them to purchase homes, cars,

and save for the future at a younger age.
To meet the needs of both businesses
and students. Governor Branstad proposes a

hire vocational technical education students
directly out of community college. Under this
new program lowa employers, who commit
to hire a student during their first year at an
lowa community college and who commit to
pay for all of the student’s tuition, will receive
a tax credit equal to 50% of the tuition pay-
ment. The employer will be allowed to place
reasonable requirements upon the student’s
performance at the community college and
define a minimum length of employment.
Employers will not be allowed to use tuition
payments in lieu of salary.

State Tax Waiver for True Startup Compa-
nies

Starting a company is not easy, and in
this weak economy, it is even more difficult.
Governor Branstad wants to help lowans
who have the dream of starting their own
business. He recognizes the struggle that
startup entrepreneurs face when putting to-
gether their financing and keeping the doors
open. That is why Governor Branstad pro-
poses taking the state tax burden off of these
businesses while they are in their infancy.
Governor Branstad will propose legislation to
allow true startup businesses to function free
of state income tax for their first three years
of operation and free of state sales taxes for
their first three years or $50,000 in taxable
purchases.

The goal is to increase lowa’s ranking?1 in
the number of business startups from 44™ in
the country to 25™.



Marketing in lowa

Economic development, at its core, is
about identifying and creating opportunities.
To achieve this, we must aggressively en-
courage existing businesses to expand in
lowa and to tout the benefits of conducting
business in lowa to prospective out-of-state
companies.

Governor Branstad understands the in-
tense competitive environment that exists for
economic development. Under his prior ad-
ministrations he toured the world to bring em-
ployers to lowa. He also maintained a con-
stant outreach effort to existing lowa employ-
ers and economic development professionals
to learn what the state was doing right and
wrong when it came to growing jobs.

To market the State of lowa, Governor
Branstad proposes the following:

Creation of IGNITE (Initiate, Gaining, Ne-
gate, Involve, Target, Energize) Teams

Governor Branstad will work with the lowa
Partnership for Economic Progress (IPEP) to
market the State of lowa through the creation
of IGNITE teams. The teams will crisscross
our state, nation and world in search of eco-
nomic development and job creation opportu-
nities. These teams will visit with employers
across lowa to market our state to prospec-
tive companies across the country and the
world. IGNITE teams will be comprised of
economic development professionals from
around the state teamed with current lowa
employers who are willing to periodically give
of their time. IPEP professionals will lead
and staff the teams and will start with a focus
on industries poised for growth in lowa in-
cluding: advanced manufacturing, value
added agriculture, biotechnology, insurance
and financial services.

Create the lowa Network of Entrepreneurial
Transplants (INET)
Anyone seeking a better job or getting a
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they must take advantage of their network.
What does this mean? It means the job
seeker must talk to those people with whom
they have a relationship, let them know they
are looking for a job and communicate what
they can bring to the company. In the same
way, lowa must once again work with its
broad network of lowa transplants to find
new opportunities. To explore these oppor-
tunities, Governor Branstad will work with
IPEP to form the lowa Network of Entrepre-
neurial Transplants (INET). lowa has pro-
duced thousands of successful individuals
who have left our state and found success
with companies outside of lowa. However,
these former lowans still know the benefits of
doing business here and many would return
to lowa if the right opportunities were avail-
able.

We must leverage our relationship with
these former lowans and their networks.
IPEP will develop this network of former lo-
wans to increase the scope of our efforts to
reach and attract economic development op-
portunities around the globe. This network
will provide a broad base of individuals
around the world to spread the news about
lowa. Perhaps, more importantly, the net-
work will serve as our state’s eyes and ears
to alert IPEP about high quality employers
looking for a place to expand.



Feeding the World

Leading the World in Agriculture

lowa currently leads the nation in the pro-
duction of corn, soybeans, pork, eggs and
bio-fuels. The state also has a very strong
presence in beef and dairy production, as
well as the turkey and sheep industries. With
a total of 30.8 million acres of farmland in
production, lowa is third in the nation in the
total value of agriculture products sold.
With the world population approaching nine
billion, lowa must step up its role as a world
agriculture leader and double our food pro-
duction by 2050. lowa’s agricultural system
will be challenged to produce more with less
in a manner that protects our national re-
sources of land, water and people. The goal
of the Branstad administration is to lead the
world in agriculture, doubling production of
our crops and value-added products, while
increasing personal income, creating value
and creating jobs.

To achieve this goal, Governor Branstad
proposes the following:

Better Use of Current Resources through
Technology and Partnerships

Agriculture modernization is fueled by
technology and ingenuity. We must continue
to support ingenuity and invest in technology.
In addition to better seeds and better live-
stock, technology offers and supports better
management practices to protect our land
and natural resources. To assist in this ef-
fort, Governor Branstad will promote and en-
courage continued partnerships between uni-
versities, community colleges and private
businesses. We must do even more to com-
mercialize research discoveries from lowa
State University of Science and Technology.

Value-Added Processing — A Missed Oppor-
tunity

While lowa excels in the production of raw
agricultural commodities, many opportunities
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ity products into food, feed, fiber, and fuel to
meet global and local market demands. Bio-
mass and other raw materials can be proc-
essed to create high-value chemicals, plas-
tics and other materials. The goal for agri-
culture is to produce locally, process locally
and profit locally. Processing raw agricultural
commodities in lowa creates more lowa jobs.
Governor Branstad will work to develop a
plan to not only increase processing opportu-
nities but to enhance the entire supply chain
of agricultural products.

Responsible Regulation

Science and technology not only allow
farmers to respond to the challenge to pro-
duce more, but to do so while protecting the
environment and maximizing lowa’s natural
resources. We must create a regulatory sys-
tem that is science-based, responsible and
stable.

A stable regulatory environment supports
and enhances job creation and a growing
business climate. Farmers must have confi-
dence that rules and regulations will not
frequently change. In addition, we must ex-
pedite and clarify the regulatory process. Air,
water and other permits must be processed
in a consistent, timely fashion to avoid leav-
ing farmers in limbo waiting for approval, re-
sulting in lost income.

Efforts must be made for regulators to
adopt a ‘how may we help you’ mentality
rather than providing little or no guidance,
only to later issue a fine when a project is not
completed according to regulations.

Most people in agriculture and ag-related
industries care deeply about protecting
lowa’s valuable brand, which is dependent
upon having a deep respect for protecting
our environment. While a few can severely
damage the reputation of lowa’s agricultural
brand, egregious and repeated abuses of the
environment should not be tolerated.
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to ensure bad actors will not tarnish lowa’s
brand.

Excessive environmental litigation adds
risks and costs to agricultural production and
hinders growth and job creation. It creates
delays in everything from building a new road
or bridge, siting a new ethanol plant or pre-
venting new agriculture products from com-
ing to market, even though the safety of the
products has not been questioned.

Sustainable Entrepreneurship

A culture that supports and celebrates
those who have a vision, welcome’s risk and
creates new jobs and production opportuni-
ties, is the engine for growth. The state must
partner with business leaders and innova-
tors, community colleges and universities to
create an easily-accessed mentoring corps
and to support an lowa entrepreneurial busi-
ness climate. The creation and success of
these new businesses creates wealth and
increases family incomes.

A recent lowa State University survey
found that 16 percent of ISU grads started a
new business, creating nearly 20,000 new
businesses and resulting in 223,000 jobs.
However, of these jobs, only 16 percent, or
35,000, were created in lowa.

The entrepreneurial culture will enhance
agriculture opportunities that offer a direct
link to consumers and add economic and so-
cial value. lowa-based businesses such as
wineries, dairies, cheese makers and ‘pick
your own’ orchards and gardens are spring-
ing up all over the state. Support must also
continue for agri-tourism opportunities like
farmers’ markets, autumn corn mazes and
other season-specific opportunities where
consumers have direct contact with produc-
ers.

Five-Year Strategic Vision and Implementa-
tion Plan

Governor Branstad will provide the lead-
ership needed to bring together the best
minds to develop a Five-Year Strategic and
Implementation Plan for agriculture. This
plan will address systems to better handle,
store, transport and transfer the increased
production of agricultural crops, renewable
energy and value-added products. Infra-
structure systems such as rail line opportuni-
ties, road systems for the transportation of
grain, the transmission of wind power, and
increasing broadband capability should be
considered.




Global Trade

As lowa continues to struggle through the
current economic difficulties, we must renew
our commitment to international trade. This
is true for all sectors of lowa’s economy, but
none more so than the agriculture and manu-
facturing sectors. Our economy is directly
tied to the health of these key markets both
domestically and internationally. We must
work hard to maintain our current market
share and we must aggressively strive to
open new markets for lowa products.

Creating a Renewed Focus on Expanding
Markets for lowa Products

Essentially, success in foreign trade
comes down to two basic ingredients—first,
an open market and second, salesmanship.
To maintain and increase lowa’s efforts in
international trade, Governor Branstad rec-
ommends the following:

Goal of Growing Exports by 20% Over the
Next Five Years

Experts suggest a one billion dollar in-
crease in trade results in the creation of
7,000 new jobs. Thus, a 20% increase in
lowa’s $9 billion worth of exports would result
in 12,600 new jobs.
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Creation of the Expanded Trade Agency

To lead the renewed focus on expanding
markets, Governor Branstad proposes the
creation of the Expanded Trade Agency
(ETA), a component of IPEP. To accomplish
the efforts of ETA, we once again must have
cooperation between the public and private
sectors. Government should not be required
to pay all the bills to create and maintain
these markets. Correspondingly, farmers,
manufacturers, and trade groups alone can-
not negotiate with foreign lands. To accom-
plish the proper balance, the ETA will be
structured as a public-private partnership
with IPEP providing organizational staff and
support services such as market research,
translation assistance, trade education, semi-
nars, cross-cultural training and referrals.
IPEP will look to the private sector for pro-
gram, event and mission funding as well as
expertise.

KORUS Free Trade Agreement

Currently lowa farmers are losing out on
the opportunity to dramatically expand our
pork exports to South Korea because the
President and US Congress have failed to
take action on the Korea-United States Free
Trade Agreement (KORUS) Under the
agreement, exports of US pork are expected
to grow from $215 million to $850 million a
year, with much of that growth coming from
lowa farms that are some of the largest pro-
ducers of high quality

lowa's Top Pork Export Markets
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pork products in the world.

Governor Branstad understands that lowa
farmers have been waiting for three years,
and can’t afford to wait much longer. To that
end, Governor Branstad will organize and
lead an effort of governors from agriculture
states to persuade Congress to ratify the
KORUS and open the Korean agriculture
market to lowa pork.

Open a South Korean Trade Office

Also, while waiting for federal action on
KORUS, the ETA will coordinate a trade
delegation, led by Governor Branstad, to
South Korea. The focus will be to sell lowa
agriculture products to the Korean market-
place. The trade delegation will be coordi-
nated with the opening of a South Korean
Trade Office. The trade office will allow lowa
to have a constant presence in South Korea.
This must happen with or without the ratifica-
tion of KORUS.

Annual lowa Pork Exports
($ in millions)
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Support Reciprocal Tariff Elimination
Governor Branstad will task the ETA to
work as a facilitator with manufacturers,
lowa’s members of Congress, and the fed-
eral government to identify import and export
problems, find solutions, and put pressure on
federal decision makers to effect change.

Trade agreements that include a reduc-
tion in the number of tariffs and non-tariff bar-
riers (particularly unnecessary fixed cost
trade barriers like regulatory, licensing and
physical presence requirements,) will allow
more transactions and smaller sales to be
profitable.



Regulatory Reform

According to U.S. News & World Report,
lowa is one of the worst states in the nation
in which to start a business and excessive
government bureaucracy is one of the key
reasons why. Government over-regulation
impedes the ability of lowa to compete in at-
tracting and maintaining businesses. lowa
employers support and prosper with reason-
able regulation. However, when bureaucrats
go too far, our employers are at a competi-
tive disadvantage to every other state that
understands it is business, not government,
that creates long-term sustainable jobs.

Worst States to Start a
Business
44. West Virginia
45. lowa
46. Arkansas
47. Maine
48. Hawaii
49. Kentucky
50. Montana

Source: US News and World Report

When the Legislature passes a law, it
typically grants “rule making” authority to the
department charged with enforcing the law.
These “rules” have the force and effect of law
even though they are not created by elected
officials. This leaves an accountability gap
which may allow bureaucrats to exceed leg-
islative intent. We must make changes in the
way these rules are created and enforced if
we are to restore our ability to grow high
quality jobs in lowa.

Governor Branstad proposes implement-
ing the two following common-sense con-
cepts to increase job opportunities in lowa.

Create a Collaborative Regulatory Envi-
ronment

Small Business and Jobs Impact Statement

It is important to be aware of the impact
new regulations will have on jobs in our
state. Governor Branstad will sign an execu-
tive order which will require all proposed ad-
ministrative rules to be accompanied by a
Small Business and Jobs Impact Statement.
In addition, he will require the Legislature to
adopt a similar requirement for proposed leg-
islation. The process will be similar to one
that is currently used to prepare a fiscal
analysis on legislation being considered by
the lowa General Assembly. The Impact
Statement shall include but not be limited to:
projections of the number of small busi-
nesses that will be affected by the law or pro-
posed regulation, its impact on employment,
and the effect on the cost of doing business
in lowa.

Four-year staggered sunset of all state regu-
lations affecting job creation and retention

Governor Branstad proposes legislation to
create a staggered four-year rolling sunset of
all state regulations affecting job creation and
retention in the state. This change will drive
a top to bottom review of existing rules to
identify and eliminate redundancies, ineffi-
ciencies, and job killing bureaucracy. Also,
by adopting this change, rules will continue
to be updated in a process that is more read-
ily open to public comment and scrutiny.



Tax Reform

At 6.3%, lowa’s unemployment rate is at
its highest level in more than two decades,
with 106,300 lowans currently seeking em-
ployment.

A key piece of achieving Governor Bran-
stad’s goal of creating 200,000 new jobs for
lowans is to address lowa’s income and
property tax climate. Simply put, lowa’s busi-
ness tax climate is one of the worst in the
nation and is a serious impediment to job
creation and economic growth. The 2010
Business Tax Index ranked lowa’s business
tax climate at 46" out of the 50 states (with
50™ being the worst). To that end, Governor
Branstad proposes the following changes to
lowa’s tax structure:

Reduce lowa’s Commercial Property Tax
Rate to No More Than the Midwest Average

According to the most recent study, the
owner of commercial property valued at
$500,000 in Des Moines would pay more tax
than the owner of similar property in New
York City, Chicago, Kansas City and Phila-
delphia. Similarly, commercial property
owner taxes in rural lowa are equally non-
competitive. The owner of a commercial
property valued at $100,000 in Hampton,
lowa, would pay more tax than the owner of
a similar property in Glencoe, Minnesota,
Sidney, Nebraska, and Viroqua, Wisconsin.

The Governor recommends commercial
property be taxed at 60% of its assessed
valuation. Beginning with assessment year
1/1/2012, all new commercial property will be
taxed at 60% of its assessed value and exist-
ing commercial property tax reduced 8% per
year for the next five years.

Reduce lowa’s Corporate Income Tax
Rates to No More than the Midwest Average
lowa’s top corporate income tax rate is
12%, which represents the highest marginal

rate in the nation. Even accounting for the
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lowa’s corporate income tax rate is the high-
est in the Midwest.

Midwest States Corporate Income Rates

6-12%
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Governor Branstad is recommending that
lowa join 31 other states and the District of
Columbia and have a flat corporate income
tax rate. He proposes a 6% flat rate.

State Corporate Tax Rates

© Flat Tax Rate (32)
@ No Tax (3)

@ Graduated Tax (13)
@ Other (3)
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Supporting Our Veterans

Since September 11, 2001, lowa’s military
members have been called upon for an inor-
dinate amount of duty at 