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New taxes or No ta.ws. Tlu hnlls of the Capitol are flled wiilt the battle oies of thue who want the
money and those who tvill hme n pay the money, AIF is taking the position that urw is nt the time Jor
highn u nw arcs. An alded toxburden on husines wiII only entrench the twesbn we're in

Thare is no question that current state rermues d0 not meet upeLtes. ls it bemuse the tM structure
is inadequate or is the monE uwisely spmt? How hat questinn is answeredis mtcial to business, Thals
why we asked both sides to prcsent fueir argumenfr.

New Thxes
hy Florida Governot ktwton Chiles

Back in 1948, there were no fence laws
in Florida. Drivers routinely ran into cattle
and werc bound by law to pay the owner for
damage to his livestock. That may sound
outageous, but such laws were fairly com-
mon, given the rural makeup of the state.

A lot has changed since then, butFlorida's
ti|"\ structure hasn't changed much at all.

The prcsent system was designed to lure
businesses here to develop a wild and un-
settled peninsula - nqt to meet the needs of
the nation's fourth largest state. The chal-
lenge before us now is to crcate a tax system
that addresses our needs, keeps pace with

NntoU,axnx
No Taxes

by Randall G. Holcombe
Prcfexu $ kawaiu, Fluida State Llniveritj

Arguments in favor of increased
taxes in Florida fall into two catego-
des. The first is that Florida needs
new rcvenues now to address the cut-

our growth, and allows us to
improve our quality of l i fe.

Natually, some folks
question the wisdom of un-
dertaking major tax re-
forms during a recession.
The argumelt has been that in-
dustry will suffer and recovery will be slowed. But I challenge any
business in Florida - small or major corporation - to show me that any
ol these taxes will substantially impact their bottom line. Further,
economists will tell you that this $1.3 billion tax reform package in a
$29 billion budget is not of the size nor the coverage to hinder
economic recovery.

Good busiless people know that even when times are tough, you
have to make investments tllat are sound and offer good retums.
Capital impror.ements and maintenance Ne essential to survive in the
business world.

That's how I look at our budget problems. But instead of thinking
only of fixed capital, I think of human capital as well. My concem is
humanitarian, but as chief budget officer, it also must be pragmatic. If we
dont make the critical investrnents now. we will face hieher costs later.
(See "Neh Taxes" on page 3)

rent budgetary c sis, The secold is
that Florida's antiquated ta,\ shuch.re
needs to change to keep up with the
times, Neither ofthese arguments holds
up when the facts arc examined.
Florida's existing tax structure will
keep up with Florida's incom€ growth
for the unforeseeable futue. Tax in-
creases arc justified only if Florida's
citizens want bigger govemment.

Consider the cunent budget crisis.
As originally passed, the cunent year's
budget was $29.4 billion. The rev-
enue estimates in the budget prcved

overly optimistic and the budget has
be€n cut by about $1.5 billion, Ieaving the

actual current budget, after cuts, at 527.9 billion. As I am
writing, it appears that the Legislature will send a budget for next year
of $29.7 billion to the govemor. This $29.7 billion represerts an
increase of more than 6 percent over this year's actual budget, Limit-
ing the state to a 6 percent inclease during a recession is what many
people are referring to as a crisis.

Taking a longer view, some people argue that Florida's tax struc-
turc is inadequate for keeping up with Florida's growth. The facts
suggest otherwise. During the 1980's, Florida's taxes grew 7 percent
faster than Florida's income. In 1980, Florida raised $712 per person
in taxes, after adjusting for inflatior. By I 989, Florida raised $983 per
person. This is a 38 percent increase in tax revenues per person during
the 1980's, adjusted for inflation. Florida's taxes have more than kept
up with Florida's growth.

The 1980's did see rate increases to produce these revenue
(See "NoTaxes" on page 2)
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Rcmcrnbcr playing chicken ir your

)ounger yerrs?'l he game is alivc and go-
init strong in Tallahassee. Now Lllat Lllc
Regulirf Session has comc 1o an cnd. thc
goverlor lrnd LegisLaturc arc krckcd in a
classic standoff over taxes.

Thc Rcpublican legjslators h ve taken
lul i ldlLmxnt anli-t irx stance. The Dgll lo
crals i lrc nlorc riDlcniiblc to thc idcil, but
thc) don't $,ant to give the Republicrns
r rn r  r rn r  r  n r r r i l i o r t  in  lh<  upcorn  rng  e l r 'L  t i ,  ' r r  r .
Polls show thlt those o[ us r.vho makc u1r
th. gcncirl public clon t wirnt taxcs. If thc
Dcrnocrats l ir l lolv theil leader. they ma)
not l ind l i ientl ly f ccs at thc polls come
\ , ' ! . ' r ' rber .  Cor r ' tn ' r r  C l t t l r ' . ,  l t , ' r r ,  rL  r .  r .
unrelcnting in his quesl lbr nrolc statc rcv-
cnucs. A Specirl Session wil l kccp both
sidcs on a coll ision course unti l onc sidc
gocs chickcl.

Addilr spicc lo thc curfl ict were the
tcrchors unions. l 'beir ads attacking thc
ilnli 1lrx Legislalurc rull lccl morc than a
li!v lellhcrs. On thc o rclsiclc,AIF, Florida
R c l r r i l  I  r J r ' r . r l i ' ' n , l n L l N r t i , ' n r l  F c , l e | l l i o r t
ol lDcicpcnclcnt Business (NFIB), . ioined
forccs in opPosition to new taxes. NFIB
pr , rJ r rL i . l  r r  lo r r  le1  te le r is ion  rd  r r rg in r
prlielce in thc placc of ne\v reveoues.
I  l r ) f i ( l i l  )  bus ine . \c .  rnd  \o rk r ' r .  ( r r t t l i nu(
to sutfr:r t iom the decline in the slatc s
cconomy. \o one wants to see neccssar)'
services cul. but a rccession is the worst
timc to add to the tax bLrrden.

Ta,rcs $,ere not the only item on the
lcgislative stirge this )ear. Haggling over
rcapportionment aod election year polit ics
were maior atllnction in thc c pitol, but
\ome \rofk clid gct donc. In l short rvhile.
Associated Industries wil l publish Tlre
Summary oJ Legislatiotl, a full repofi on
what 1hc Lcgislxture did. We'l l let you
knorv as soon as it 's available. Mealrwhilc,
you car sti l l  ordof a subscription to legis
lotive Letter, AIF's \\eekly briefing on key

business jssues. Legislalil)e Letter is a frce
sorvice to AIF members. l l  you'cl l ikc Lo
slrbsclibe, call Ji ine Hennessy or Jacquc
Ilorki,Ln l lt the Association oll ices, (904)
724-111f. \\'e'tl send you the back issucs
and put you on the mailing l ist 1br lurther
leporls durinli thc Spccial Session.

One kcy itcm of intcrcst tQ small busi-
ness operators passagc ol thc Small
Group Flcalth Insurance Reform Act. This
bil l gives employers with 3 to 25 employ-
ees, rnore allbrclable options for purchrN-
ing group health plans. Too many small
busincsscs h 'e hail to tbdeit health insur-
ance bene[ils 1br their employccs bccause
ofthe cost. The SnallGroup Hcalth lnsur-
ance Refbrm Act will give them a brcak. If
you u'ould l ike a summarl o[ the provr-
sions of this Act, call N{elissa Reese at the
Association ofl ices. (904) 224-7 173.

Ir 's hard to find lault u ith a law like the
Small Croup Health Insurance Re form Act.
OLher laws, howcvcr, don't puss thilt test.
no matter how aclmirablc the intent. Even
lhc  lno \ t  h ln r . \ t  r rn r l  r ' . . spr rns ib lc  bus in r . .
managcrs c{n ect trapped in the nel 01

complex laws conccrning scxual hafuss-
mont. rlegligent einployment cii l i lns. nd
thq dclinit ion of the employer/rvorker lela
tionship. Violation! of these llws curr_v
hcfty pcntlt ies, cven il the violationr rnity
bc inadvcrtcnt. ln this issuc of l:,ntployer
Advocate, \\,c'vc a\kcd somo cxpcdt f i)r
advice oo hou, 10 sliry oul o[ lroublc \\ 'hcn
jt comes to u'orkplacc rcgulations. l lopc-
lully, thcsc articlcs \! i l l  hclp clrl i lv rnrl
tefs Ior vou.

Orr a l inal note, l le rcccntly lcccilcd
the sad ne\..,s of lhe dcalh ol' Fi.T "And1"
La1.  \ l r ' .  L r l  \ \  L ) rk .  {  |  l i  r r  t ln  , \  - \ ,  ' (  i r l i , ' r  i r l
the early yerrs. (iorr lq25 lt l 19J9. He $' s
responsible lbr starting somc ol thc publi-
catiolrs that we prepare to tlris da]. Aboul
fbur yelrs rgo. rvhen lVIr. LayvisitcclAlF's
hcll lqulrtrr '.. u c hld the hor ror , ' l  nre. t in!'
a  g rac ious  tnd  in lc l l igcn t  r r  n .  A l l  o f  u \  a l
Associated Industrics sharc in his Ianrily s
sorrow

As always, we'd like to hear fron you.
Contments, queslions, s ggestions, evcn
c o mp I ai nt s are we I c o ne.

l\ ' ir i  ,; i . ' : f ( lnuctl lra pn!:1)
by llantlall(1. Holconltg l'rolcsor ol llconontics, Fktrida Stnfe (itircr;iL,t

increases, and somc crit ics say that without ratc incrcrscs, the salcs ti lx cannot keel
up with the slalc's l lowth. In I 9115. the state ratc was 5 l lcrccnl and took 2.68 percenl
of Florida's income. By 1989. the rate was 6 percent and took 3.44 pcrccnt ot thc
state's incornc. A rate increase of20 percent ploduced an increase ol2ll percent in thc
tfaction of illcome pirid in salcs tirx, so sales tax revenues ils a peLccnt ol incomc rosc
faster than salcs lax rntes. Over a longer period of t imc. lhc stalc rate had doubled
Iron 3 perccnt to 6 percent since thg 1960's, but salcs tax rcvcnucs as a percent ol-
income have llso approximatelv doublcd. Florida's current tax structure is well
designed to keep up with the state's income growtb.

Florida's taxcs htl,e risen tastet than Floricla's incomc in thc pilst, and this year'\
crisis budget, without ncw taxes, would sti l l  increase governlrcnl spcndiDg b1 6
percent in the midst of a recession. Ycs. wc are flcing a crisis in Florida, but the crisis
is on thc spcnding sidc of the budget. Taxes have risen laster than incoma. but
spending has risen faster than taxes. Tax incrcascs rre.iustiliccl only if Floridians rvanT
k) turn over a bigger share of their incomcs to the government.


