New governor prioritizing

‘atfordability’ should push reforming
Va.'s regressive tax code

Karl Polzer - Richmond Times-Dispatch — Jan. 26, 2026

Newly elected Virginia Gov. Abigail Spanberger told state legislators
last week that making life in the commonwealth more affordable is
her top priority.

Her first executive order directs state agencies to recommend ways
to reduce costs for Virginians in areas such as housing, health care,
child care, education, energy and living expenses, including groceries.
She told department heads to respond within 9o days.

Spanberger’s directive should include retooling Virginia’s tax code to
shift the tax burden from people struggling to make ends meet to the
most affluent and able to contribute. The state’s current tax scheme is
highly regressive, which means that it reduces “affordability” for the
lowest-income households the most.

To pay its bills, the state now relies heavily on regressive income,
sales and excise taxes. In contrast to the progressive federal
income tax, Virginia’s almost-flat 5.75% income tax “begins at taxable
incomes above $17,000, which means millionaires are in the same tax
bracket as millions of Virginians with low and moderate

incomes,” according to the Commonwealth Institute.
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Sales taxes and excise taxes on specific items like cigarettes and fuel
are often considered regressive. "(H)ouseholds with low and moderate
incomes tend to spend more of their income on basics like food, gas,
and clothing ...” according to the institute. “Meanwhile, households
with higher incomes can save more of their income or spend on
untaxed services — and so pay a lower share of their income on these
taxes.”

Unfortunately, Democratic legislators, no doubt with good

intentions, have introduced a blll that would make the state’s tax

system even more regressive and less affordable for low-income
residents. The measure would “give all counties and cities the power to
levy an additional local sales and use tax — subject to voter approval —
to fund school construction and renovation projects.”

(photo) Gov. Abigail Spanberger addressed the crowd at the Virginia state Capitol on Jan. 17 after
being inaugurated as the first female governor in Virginia history.
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Virginia could make life more affordable at the bottom of the
economic pyramid by reducing its general sales tax rates, eliminating
state and local grocery taxes altogether, and making its income tax
more progressive. It could also increase revenue collected from
corporations, which now contribute relatively little to state coffers.

Virginia’s general sales tax rate is 4.3% plus a mandatory 1% local add-
on tax across all localities. The combined general sales tax rate of 5.3%
applies to most purchases. Northern Virginia and Hampton Roads
already have an extra 0.7% regional tax, bringing their total sales tax
rate to 6%.
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Virginia reduces its sales tax to 1% on most non-prepared food
purchased for home consumption, such as groceries, and on essential
personal hygiene products. Prescription and non-prescription
medicines are generally exempt from sales tax. Under federal law,
Virginia cannot apply sales tax to purchases made with SNAP (food
stamp) benefits.

Virginia’s Gini coefficient — a widely used measure of income
inequality — is 46.9 — higher than most other states’, but not
extraordinarily so. The United States is one of the most
economically unequal countries in the world.

It will take some time for the new governor and Democrats running
the state legislature to find effective ways to make life in Virginia more
affordable. Reducing the tax burden on low-income families should be
part of their agenda. Meanwhile, legislators should avoid adding taxes
that hit the poor the hardest.

Karl Polzer is founder of the Center on Capital & Social Equity, which
explores inequality and advocates for the "bottom 50%." He can be
reached at kpolzer1@verizon.net.
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