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Introduction
The Sunflower State is defined by close-knit communities,
grit, and belief that no difficulty can prevent Kansans from
reaching the stars. People come to Kansas because our values
are aspirational, and our residents are unwaveringly optimistic.
We believe a fairer and more dynamic Kansas is always around
the corner. To build that future, we invest in projects, services,
and necessities to keep our economy growing and our citizens
thriving.
Kansas learned firsthand how lack of investment can damage
a state. Gov. Sam Brownback’s “tax experiment” began January
1, 2013. Relying on arguments from conservative thinkers Art
Laffer and Stephen Moore, the governor argued that cutting
taxes would generate enough economic growth to create new
tax revenue.1 The bill implemented the following changes:

1.

Set Kansas on a March to Zero, with the goal of
phasing out all individual income taxes over time;

2.

Eliminated the third and top income bracket of 6.45
percent and cut income tax rates on the bottom
two brackets;

3.

Eliminated income taxes altogether for 330,000
businesses including LLCs, S corporations,
partnerships, farms and sole proprietorships; and

4.

Eliminated or reduced essential tax credits and
exemptions for Kansas families, including the
Home Mortgage Interest Deduction, the Child
and Dependent Care Credit, and the Refundable
Grocery Credit.

Contrary to the promises made by Brownback, the cuts
operated as a depressant rather than a stimulant. Income tax
revenue dropped $700 million within the first year of the tax
plan.2, 3 This revenue loss was higher than the total effect of
the Great Recession in Kansas, and the structural imbalance
created between revenues and expenditures led both Moody’s
and S&P to downgrade Kansas’ credit rating in 2014.4, 5 To close
the budget gap, Kansas began cutting public services and
borrowing money from other funds.
Years of unnecessary strain on state services, communities
and families shifted the landscape in Kansas politics. Public
discontent the governor’s tax “experiment” played a prominent
role in the 2016 state elections and set the stage for a dedicated
group of advocates to ultimately pass comprehensive tax
reform. In 2017, the Kansas House and Senate overrode
Brownback’s veto of Senate Bill 30.6, 7 This legislation eliminated
the most harmful provisions of the plan and was the first step to
putting Kansas on the road to recovery.
The purpose of this Budget Guide is to provide an overview
of basic tax principles, the Kansas budget process, and the
components of Kansas’ budget. Understanding the relationship
between the budget, tax policy, and state services is integral to
an informed and well-reasoned political environment. Tax policy
affects families through the taxes they pay and the resources
available to the state for community essentials such as public
education, health care, public safety and infrastructure.
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Budget 101
The budget is “the most important document that a state
government produces each year,”8 as it is “a description of the
policies the state intends to pursue in the future.” 9 To think
through how a budget works, imagine your own monthly
budget. You earn income from various sources and spend
money based on your needs. While a state budget’s concepts
are the same, the terminology is a bit different.
• Money received through taxes, fees, and federal dollars is
known as revenues.
• When revenue money is to be spent, the Legislature
passes laws that direct where that money goes, making
expenditures.
• A budget is structurally balanced if revenues equal or
exceed the expenditures.
• If the expenditures exceed the revenue, then the state is
running a budget deficit.
In addition to expenditures directed at services, state budgets
must also account for tax expenditures. Tax expenditures
are government spending built into the tax code. There are
three main types: 10
• Individual tax exemptions reduce the taxpayer’s taxable
income. Exemptions come in many forms, including:
o Exemptions for spouses or dependents
o Exemptions on certain types of income, including
scholarships or retirement income.11

• Individual tax deductions are expenses generated by
taxpayers that can be subtracted from their taxable
income.12 As deductions are only given for certain
types of spending, deductions can be crafted to make
certain types of expenses attractive - such as charitable
donations.13 Other types of deductions include home
mortgage interest, student loan interest, and job
relocation expenses.14 Like tax exemptions, deductions
reduce taxable income.
• Individual tax credits reduce the amount of taxes a filer
owes, as opposed to taxable income.
o Some tax credits are refundable, meaning if the tax
credit’s amount exceeds the filer’s tax liability, then
the filer keeps the excess money. One example of a
refundable tax credit is the Earned Income Tax Credit
(EITC), which is available to working, lower-income
families. The Brookings Institution found the average
benefit a Kansas family received from the EITC was
about $401 annually.15, 16
o Other credits are non-refundable, meaning a filer can
only use the credit to eliminate their tax liability.17 One
example of a non-refundable tax credit, as of the 2017
legislative session, is the child and dependent care
credit.18

Business Incentives
Businesses in Kansas are provided incentives that
include exemptions and credits. Exemptions include
sales tax exemptions for manufacturing machinery and
equipment.19 Credits include the Rural Opportunity Zone
Credit, Historic Preservation Credit, and Alternative-Fuel
Tax Credit, and portions of the High Performance Incentive
Program (HPIP).20 HPIP and the Promoting Employment
Across Kansas (PEAK) program are both incentive
programs aimed at attracting certain types of businesses.21
A 2018 recent report by Good Jobs First shows that Kansas
awards more than $178 million in business incentives,
exemptions, and credits annually.22
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Revenue Sources

Balancing Our State’s

Checkbook
According to Kansas law, each state budget must be balanced,
and any enacted budget must save an uncommitted 7.5
percent of expenditures in the State General Fund.23 The SGF
is the state’s primary fund for revenues and expenditures. Most
of the revenue for the SGF comes from income taxes, sales and
use taxes, and other fees or earnings. This money is spent on
programs including public safety; education; and the upkeep
of state highways, roads, and bridges.
Federal funds are direct payments from the federal
government to the state of Kansas. This money is usually
marked for a specific reason, and the Legislature must
spend the money according to guidelines set by the federal
government. Health and Human Services programs – such
as block grants that partially fund Medicaid and Temporary
Assistance to Needy Families (TANF) – receive much of this
money. K-12 and higher education, among other programs,
also benefit from federal funds.
In the other funds category, several sources of money are
dedicated to specific purposes. For example, a portion of
Kansas’ Department of Transportation funding comes from
motor vehicle fuel taxes, which go directly to highway repairs,
renovations, and expansions through the State Highway Fund.
The Kansas Turnpike Authority, which collects tolls on the
Kansas Turnpike, uses that revenue solely for maintenance and
upkeep of the turnpike.

The money in the SGF comes from several tax sources. The
Kansas economy relies on the “three-legged stool” of income,
sales, and property taxes. Different tax sources impose different
requirements on households. When a tax is progressive, the
tax levied increases based on the taxpayer’s financial resources.
When a tax is regressive, the amount levied results in a larger
percentage paid by those with fewer resources.
The most common progressive tax is the income tax, with
its tiered system of rates increasing as income levels rise.
Individual income taxes account for most of income tax
receipts in Kansas. In 2017, individual income taxes made up
nearly 40 percent of Kansas tax receipts.24 Like the federal
income tax, Kansas individual income taxes are due April 15 of
each year. The tax is based on Kansas adjusted gross income
minus deductions and exemptions.

Kansas Corporate and
Individual tax rate 2019
corporatio n
less than $50,000

4.00%

$50,000 +

7.00 %

less than $30,000
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$30,000 TO $59,999
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$60,000 +

5.70%

less than $15,00 0

3.10%

$15,000 TO $29,999

5.25%

$30,000 +

5.70%

Source: Kansas Department of Revenue: Division of Taxation, 2019
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The income of pass-through entities, including “S corporations,
limited liability companies (LLCs), partnerships, and sole
proprietorships” is classified as individual income and taxed
accordingly. Pass-through entities do not pay federal income tax.
Instead, “pass-through business income is taxed on the business
owners’ tax returns through the individual income tax code.” 25, 26
In June 2017, the Legislature passed comprehensive tax reform
that ended the Brownback tax plan. The legislation restored
a third income tax bracket, taxation of pass-through income,
ended the March to Zero income taxes, and restored important
deductions for Kansas families.
Kansas does not only collect income taxes from individuals.
Corporate income taxes, like individual income taxes, are
tiered. Under Kansas law, the first $50,000 of corporate income
is taxed at a rate of 4 percent, while all income above that
faces an additional 3 percent surcharge, bringing the overall
rate tax to 7 percent.27
A common example of a regressive tax is an excise tax. Excise
taxes are levied on the manufacture, sale, or consumption of
a commodity. Examples include alcohol, cigarette, motor fuel,
and sales taxes. Kansas’ current sales tax rate is 6.5 percent,
which was increased from 6.15 percent in 2015.28, 29 The
Legislature increased the rate to offset losses from decreased
income tax receipts during the Brownback experiment.30 While
goods and services are taxed in Kansas, specific exemptions
exist for each.
An additional source of revenue collected in Kansas is
property taxes. Local property taxes have been levied since
the earliest days of statehood. The tax base for the property
tax is the assessed value of taxable real estate and personal
property. The Kansas Constitution sets the assessment rates
based on the type of property. Local governments set their
budgets and then calculate the “mill levy,” or the tax rate
applied to the assessed value. One mill is one dollar per $1,000
of taxable assessed value in the district. The assessed valuation

of the property is then multiplied by the mill levy set by the
local government to reach the property tax value.
Local property taxes in Kansas have risen since the Great
Recession. A 2017 Kansas Center for Economic Growth (KCEG)
report found the total aid to local governments dropped more
than 14 percent since 2009.31 The economic downturn and
the 2012 tax plan reduced state funding to local communities,
causing policymakers to increase property taxes to maintain
necessary services.
Property taxes are largely local taxes and generally do not add
to the SGF. One exception is the school finance levy, which
supports the K-12 education. In 2017, it was renewed for two
years at the previous rate of 20 mills. It is collected at the same
time as the local property tax payments.32

Other Sources of Revenue
Kansas levies privilege taxes, which “are assessed against
net earnings of every national banking association, bank,
trust company, federally chartered savings bank and savings
and loan association.”33 The financial institutions are taxed at
2.25 percent of their total net income. In addition, they are
subject to a 2.125 percent surtax on taxable income above
$25,000.34
Kansas also receives revenue from the compensating use
tax, which is paid on merchandise purchased in another state
and used, stored, or consumed in Kansas and on which no
sales tax was paid. The purpose of the tax is to protect Kansas
businesses from unfair competition from out-of-state retailers
selling goods tax-free or at a lower tax rate.
Severance taxes are levied on any mineral extracted from
the ground. Kansas produces oil and natural gas in 89 of
105 counties.35 Severance tax receipts from these resources
depend on global commodity prices.
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Expenditures

2018 Kansas

Tax Receipts

K-12 Education
More than half of the SGF goes to K-12 education
every year.36 Kansas has always prioritized public
education, which became compulsory in Kansas
Territory in 1874.37 As of 2017, roughly 40,000 certified
personnel in Kansas educated about 490,000 students in
286 districts, which have more than 3,000 buildings, offices,
and other programs.38, 39, 40
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Though Kansas prioritizes education, the Kansas Supreme
Expenditures
Court recently ruled state education funding is both

40

% of Kansas Tax Receipts

The money raised from these various revenue sources
is used to keep vital state services in operation. About 95
percent of annual state expenditures go toward education,
health care, higher education, public safety, and human
services. The two largest expenditures in Kansas are K-12
education and Medicaid.
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education and Medicaid.

30

Medicaid

20

Medicaid was signed into federal law in 1965
with the intention of providing “health coverage for
low-income people.”43 Every state has the latitude to
determine how Medicaid is implemented, in accordance
with federal guidelines.44

10

Individual Sales and Corporate Tobacco
Income Tax Use Tax Income Tax Taxes

Liquor
Taxes

All Other Severance
Revenue
Tax

Types of Receipts
Source: State of Kansas: Division of The Budget and Kansas Legislative Research Department, 2018
Source: Kelly, Laura. “State of Kansas: The Governor’s Budget Report Fiscal Year 2020.” Kansas Office of Governor, 2019.

Kansas administers Medicaid through the KanCare program.
KanCare contracts with three managed care organizations (MCOs)
to provide health services to Kansans: Sunflower State Health
Plan; United Healthcare, Midwest Inc.; and Aetna Better Health of
Kansas, Inc.45 KanCare serves more than 400,000 Kansans, nearly
14 percent of Kansas’s roughly 2.9 million residents.46, 47
In 2017, both chambers of the Kansas Legislature passed
legislation that would have expanded KanCare coverage to an
additional (at least) 150,000 residents.48, 49 However, Gov. Sam
Brownback vetoed the bill and the Legislature failed to override
the veto.50
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Building Our
Budget

FY 2018 State General
Fund Expenditures

Kansas Budget
Timeline
JAN

5%

MID - JANUARY
Governor must submit Budget Report to Legislature by 8th calendar day of the session
House and Senate subcommittees begin reviewing agency budget requests

11%

FEB

51%

19%

8%

THROU G H O U T F EB
Appropriations bills are scrutinized and voted upon in the House and Senate

MAR

State agencies can request amendments to the Governor’s budget recommendations

A PR

Consensus Revenue Estimating Group projects State General Fund Revenues

MAY

Budget Division works with legislative staffers to resolve final budget
numbers and prepares report that is released after the session

JUN

JUN 1
Kansas Division of the Budget distributes directives to state agencies

JU L

JUL 1
Beginning of the Fiscal Year
State agencies use directives to submit budget requests

AUG

State agencies prepare budgets & submit to Budget Division & Legislative Research

6%
SEP

0.2%
General Government
Public Safety

Division of Budget starts reviewing state agency budget requests
OCT

Budget staffers analyze agency budget requests and start to formulate
preliminary recommendations

N OV

N OV 10
Division of the Budget Disseminates recommendations to each state agency

Medicaid (Kansas Share)

Higher Education

K-12 Education

Agriculture and
Natural Resources

Other Human Services

SEP 15
Submission date for state agencies operating budget

Agencies have ten days to determine whether to appeal these recommendations to
the Secretary of the Administration
DEC

Governor and their staff develops recommendations to the Legislature and Budget
Division prepares documents
Source: Kansas Division of the budget

Source:
Kelly,
Laura.
“State ofDivision
Kansas: The
Governor’s
Budget
Report
Fiscal Year
2020.” Kansas
Office of
Governor, 2019.
Source:
State
of Kansas:
of The
Budget and
Kansas
Legislative
Research
Department,
2018
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Budgeting Methods

Budget Bill
House and Senate subcommittees begin reviewing the
budget requests of the governor and state agencies early
in the legislative session. About half of the agencies are
reviewed by subcommittees in the House Appropriations
Committee, and the other half are reviewed by
subcommittees in the Senate Ways and Means Committee.51
The subcommittees of both chambers, which vary in size,
draft a report that is then offered to the full committees.52 The
full committees either accept the report or offer additional
recommendations. The report then goes through the same
process in the other chamber. Budget (or appropriations)
bills with differing positions from each full chamber go to
conference committees, and final budget decisions are made.
Any unfinished financing is taken care of in the omnibus bill.53

Consensus Revenue Estimates
The Consensus Revenue Estimating Group projects the
State General Fund revenues. The group includes the budget
director, staff from the Division of the Budget, the director of
legislative research, staff from legislative research, staff from
the Kansas Department of Transportation (KDOT), and three
economists from state universities. The group meets in April
and November to release consensus revenue estimates,
which forecast how much money the state will take in
for the next two years beyond the current budget cycle.54
Additionally, each June or July the group meets a third
time to make any updates needed following the legislative
session’s end.

The state has multiple options when deciding how to
budget. Kansas primarily relies on incremental budgeting,
which assumes an agency’s base expenditures and focuses
the debate on additions to or subtractions from the agency’s
normal budget.55
However, the governor has the authority to make line-item
vetoes. Specific budget expenditures can be vetoed without
rejecting the entire budget. The legislature can override the
veto, but only with a two-thirds majority in the House of
Representatives and the Senate.
The governor is also empowered to make allotments if a
budget shortfall is anticipated.56 Allotments allow the governor
to suspend or reduce payment without legislative oversight. In
2014, for example, Brownback reduced Kansas’ payments into
the state pension fund by $40.7 million to cover a projected FY
2015 budget shortfall.57, 58
Like most states, Kansas does not rely solely on one budget
method. It also uses program budgeting. Program budgeting
views programs, and not line items, as the budget unit of
discussion. It also identifies a program’s goals, overall mission,
and effectiveness.59 The Kansas Department of Budget asks
each agency to consider its mission, organizational history,
agency philosophy, goals, objectives and strategies when
crafting a budget proposal.60 The agency should then identify
ways to track performance.
In 2016, Kansas created the Performance Based Budgeting
initiative.61 The initiative “directs the Legislative and Executive
Branches to cooperate in developing a revised budget process
that will inventory all state programs and prioritize, identify
the authority for, and develop a system of outcome based
performance measures for those programs on or before
January 14, 2019.” 62 The metrics should aid legislators when
making decisions about how to effectively fund state programs
each fiscal year.63
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The fiscal year or ‘FY’ for short, in Kansas starts on July 1st
and ends on June 30th the next year. For example, FY 2018
started July 1st, 2017 and ended June 30th, 2018.

Looking

Forward
The 2017 legislative session signaled a significant change
in Kansas’ revenue structure and the state’s ability to fund
services. A change of this magnitude requires thinking
through the budget’s future and what we all hope to
accomplish as Kansans.
To frame this discussion, it is important to rely on three
principles that guide good tax policy.
First, there should be a diversity of tax revenue sources. To
protect against economic downturns, a state should have a
diverse tax system. If the state relies too heavily on one source
of revenue, then it becomes vulnerable to fluctuations in that
sector of the economy.
The comprehensive tax reform legislation passed during the
2017 legislative session moved Kansas in this direction. It
reinstated income taxes on nearly 330,000 small businesses
and private entities and restored a third income tax bracket. We
began to repair Kansas’s tax structure, rebalancing the “threelegged stool” of income, sales, and property taxes.

Second, there should be sufficient revenue. Kansas must
have enough income to balance the books. When that does
not occur, vital services and previous government guarantees
are not funded. Residents and the Kansas economy suffer.
Kansas saw a $700 million drop in revenues during the first
year of Brownback’s tax plan. As a result, the state experienced
budget cuts across state agencies, delayed pension payments,
and saw three credit downgrades. Tax reform injected new
revenue into the general fund, correcting the structural deficit
and insufficient revenues plaguing Kansas since 2013.
Third, good tax policy considers tax equity. While the most
equitable approach would be for governments to rely solely
on progressive taxes, in reality most common taxes tend to
be regressive to varying degrees. The tax experiment was
no different. The revenue hole caused by the income tax
experiment needed to be filled, and the Legislature did so by
increasing the statewide sales tax two times and reducing
state aid to local governments, which resulted in property tax
increases.64, 65 In other words, it shifted the tax burden onto
the low-income residents.66 While the 2017 comprehensive
tax reform eliminated the income tax exemption and added
an additional third income tax bracket, Kansas still has one of
the highest food sales taxes in the country, disproportionately
affecting low-income families.
Making a solid budget policy doesn’t happen on its own.
Kansans must also make their voices heard and advocate for
sensible fiscal policy in our state.
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18.
Data

How to get

Involved

Statistics support our research and messaging, as well as
helping us identify and evaluate changes over time. Here are
some helpful resources for accessing Kansas-specific data and
information:
KIDS COUNT
www.kac.org/kidscount
KU Institute for Policy & Social Research
www.ipsr.ku.edu/ksdata/ksah/vital

Lobbying Limitations
Advocacy allows nonprofit organizations to serve their
constituencies and promote their causes. Lobbying is a more
direct and formalized appeal to lawmakers about a specific
issue or piece of legislation. All nonprofits can engage in
advocacy, but the scope and extent of their lobbying activities
vary according to the tax-exempt status of the organization.
Remember that organizations have lobbying limitations,
but individuals have no lobbying limitations.
For specific information on what is required at the state level,
please contact:
Kansas Governmental Ethics Commission
www.kansas.gov/ethics | 785-296-4219

Voter Registration
Kansas elections are conducted by the counties with oversight
by the Secretary of State’s office. Through the Secretary of
State’s website, you can register to vote in Kansas, change
your name or your address on your registration, affiliate with
a political party or change your party affiliation (a valid Kansas
driver’s license or state-issued ID is required). The deadline to
register to vote is the 21st day before any election.
Kansas Secretary of State
www.sos.ks.gov
Voter information
https://ksvotes.org

Legislative Activity
Kansas Legislature
www.kslegislature.org
The Legislature’s website features calendars and journals that
summarize daily activities. You can also download bills and
find a complete listing of legislators with office phone numbers
and email addresses.
Legislative Hotline
800-432-3924 (in state), 785-296-2149 (out of state)
The Legislative Hotline is a toll-free number that operates all
year long within the state of Kansas. The hotline provides bill
numbers, bill status and a way for constituents to contact their
legislators.
Kansas Action for Children
www.kac.org/sign-up
Sign up to receive action alerts, e-newsletter and the Capitol
Connection report, which is emailed weekly during the
legislative session.
Kansas Center for Economic Growth
www.realprosperityks.com
Sign up to receive action alerts and publications.
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Individual income tax – Income tax levied on individuals
that accounts for most of the income tax receipts in Kansas.
Line-item veto – Power vested in the governor to reject
specific budget expenditures without rejecting the entire
budget.

Glossary
Allotments – Unilateral budget adjustments made by the
governor without legislative oversight.
Budget deficit – When expenditures exceed revenue and the
state is spending more that it is bringing in.
Compensating use tax – Tax levied on merchandise
purchased in another state and used, stored, or consumed in
Kansas on which no sales tax was paid.
Consensus revenue estimate – Estimates that approximate
how much money the state will be taking in for the next two
years beyond the current budget cycle.
Corporate income tax – Income tax levied on corporations.
Excise tax – Tax levied on the manufacture, sale, or
consumption of a commodity.
Expenditures – Agencies and projects state money is spent
on.
Federal funds – Direct payments from the federal
government to the state of Kansas.
Income tax – Tiered system of tax rates that increase along
with income.
Incremental budgeting – Budgeting method that assumes
an agency’s base expenditures and focuses the debate on any
additions or subtractions from the agency’s normal budget.

Non-refundable tax credit – Tax credits in which the filer
cannot keep the excess money if the tax credit’s amount
exceeds the filer’s tax liability.
Performance Based Budgeting – A 2016 Kansas budgeting
initiative with meant to use metrics to aid legislators when
making decisions about how to most effectively fund state
programs.
Privilege tax –Tax paid by financial institutions.
Program budgeting – Budgeting method that views
programs, and not line items, as the budget unit of discussion.
Progressive tax – Taxes for which the amount of tax levied
increases based on the taxpayer’s financial resources.
Property tax – Taxes levied on owned property.
Refundable tax credit – Tax credits in which the filer can
keep the excess money if the tax credit’s amount exceeds the
filer’s tax liability.
Regressive tax – Taxes for which the amount of tax levied
results in a larger percentage of financial resources paid by
consumers with fewer resources.
Revenues – Money received through sources like taxes, fees
and federal dollars.
Sales tax – Taxes levied on purchases in Kansas.
Severance tax – Taxes levied on any mineral extracted from
the ground.
State General Fund – The state’s primary fund for its
revenues and expenditures.
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Structurally balanced – When revenues equal or exceed
the expenditures in a state budget.
Tax credit – Tax expenditure that reduces the amount of taxes
a filer owes.
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Tax equity – Tax principle guaranteeing that Kansans pay their
fair share to build thriving communities for everyone.
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Tax exemption – Tax expenditure that reduces the taxpayer’s
taxable income.
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Tax expenditure – Government spending built into the tax
code.
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Tax deduction – Tax expenditure in which expenses
generated by taxpayers that can be subtracted from their
taxable income.
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