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Cost Savings Task Force gives budget guidance

TaxWatch report recommends reform of tax system, $2.8 billion in productivity improvements and revenue enhancements
TALLAHASSEE — Florida TaxWatch today released a joint report by the Florida TaxWatch Cost Savings Task Force and the Center for a Competitive Florida Task Force on Tax System Modernization that lays out a fiscal blueprint for achieving a balanced state budget and increasing government productivity.

The report’s major recommendations are:

· The first step should be cost savings.  The governor and Legislature should implement the $2.8 billion worth of cost savings, productivity enhancements and revenue maximization recommendations listed in the report in fiscal years 2003-04, 2004-05 and 2005-06.

· The Legislature should enact a law this session to continue Florida’s participation in the national Streamlined Sales Tax Project to collect the existing taxes on remote sales, which may add up to $20 billion over the next decade.

· After fully cost saving and revenue maximization ideas, the Legislature should thoroughly review the sales tax base by looking at tax exemptions and exclusions that aren’t: 1) structural, 2) for life’s necessities, or 3) for economic development.  TaxWatch’s Center for a Competitive Florida identified more than 120 exemptions and several exclusions worth more than $1.3 billion annually that did not meet these three criteria.

“On Friday, we heard that the state’s increase in general revenue may only be $508 million next year, instead of the original $800 million that had been forecast.  Those who don’t recognize the challenges and opportunities facing Florida are in a state of fiscal denial,” said Florida TaxWatch President Dominic M. Calabro.  “We’re talking about logical fiscal reforms that will stabilize the state’s finances and budget without tapping into certain trust funds inappropriately.  Our tax system works, but we believe it can work 

better.  Our system of taxation will only see greater challenges heaped upon it unless we act wisely now.  I want to make clear, TaxWatch is not recommending any tax increases.  However, we recognize that’s a discussion that may occur.”

“Creating a tax environment that encourages capital formation and healthy job growth is important to everyone in our state,” said TaxWatch Chairman Steve Evans, vice president of IBM.  “Florida’s competitiveness was one of the most important factors in the work of our task force.  It is vitally important for businesses, and the employees they depend on, to be able to compete in our tough economy, nationally and internationally.”
In the report are 114 specific money-saving ideas that the Legislature can implement immediately.  They come from authoritative sources such as the Auditor General, the Office of Program Policy and Government Accountability, Florida TaxWatch, the Department of Financial Services and statewide implementation of the award-winning Davis Productivity Awards achievements throughout state government.
The cost-saving recommendations include: 

· Maximize Federal Revenue and Funding Support  — $904 million

· Expansion of Project Child — $95.3 million

· Competitive bidding of school non-instructional services — $152.5 million

· Corporate Income Tax Credit for Scholarships Program — $177 million

· Collection of disease management savings — $7.6 million

 

The report found that many tax exemptions and exclusions didn’t meet the criteria of structural, life’s necessities, or economic development.  Among them were: 

· Dry cleaning and laundry services — $77.8 million

· Beauty and barber shops services — $64.9 million

· Cleaning and pest control services — $56.4 million

· Entertainment and sports services — $218.7 million

· Charter fishing boats — $38 million

· Bottled water — $8.5 million

· Subsidies for sports teams, the Golf Hall of Fame and the International Game Fish Association World Center — $19.5 million

“The broad-based and active participation of the business community was essential in producing this study,” said David McIntosh, chairman of Mit Bank USA Inc. and chairman of the Center for a Competitive Florida.  “We believe the financial challenges of our state can be met without harming Florida’s economic environment, which depends on capital formation and high-wage job growth.”

The joint report is the product of more than 9 months of effort by TaxWatch researchers and some of the state’s most capable business minds.  It was produced using state-of-the-art econometric modeling to assess the impact of various tax exclusions and exemptions.  Estimates were also developed for potential productivity increases and the collection of untapped federal revenue.
“We were very pleased that the speaker of the House and the Senate president had the confidence in Florida TaxWatch to ask us to provide a constructive assessment of the challenges that our state faces in improving our tax system,” said T. O’Neal Douglas, immediate past chairman of TaxWatch and the retired chairman and CEO of American Heritage Life Insurance Inc.  “As always, our focus was on thoughtful analysis that ensures the best value for the taxpaying citizens of Florida.”

According to the report, Florida’s state government can gain tens of billions of dollars in the coming decade simply by collecting existing taxes on remote sales, such as Internet and catalog purchases.  The report recommends the Legislature actively continue Florida’s participation in the national Streamlined Sales Tax Project, an coordinated effort to win congressional authority to modernize the collection of remote sales.  In 2001, it was estimated that Florida lost 932 million dollars in tax collections on Internet sales alone, excluding remote sales from telephone and mail-order catalogs.  By 2006, the loss is expected grow to $3.2 billion annually.  Over ten years, the loss could be as much as $28 billion.

“The Streamlined Sales Tax Project is about basic fairness.  To our citizens, to our merchants, and to the future economic health of Florida,” said TaxWatch Chair-elect Hoyt R. "Barney" Barnett, vice chairman of Publix Super Markets Inc.  Barnett headed the Cost Saving Task Force, half of the team that produced the study. “This multimillion-dollar leak in our sales tax base is growing rapidly every year.  If something isn’t done to plug it, Florida’s state and local governments will be forced to raise taxes just to keep revenues level.  That’s something that Floridians will not and should not stand for.”

“We hope the governor and the Legislature will use this report as a blueprint as they look for ways to cut costs, enhance productivity, and maximize the state’s revenue,” Calabro said.  “It’s only a starting point and a rough map of the tough road that lies ahead.  I fully expect that our lawmakers will come up with many good cost-saving ideas of their own.”
Florida TaxWatch is a private, nonprofit, nonpartisan research institute dedicated to improving taxpayer value, citizen understanding and government accountability.  TaxWatch’s research products recommend productivity enhancements and explain the statewide impact of economic policies and practices.
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