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Improving Fiscal Condition Allows the Legislature to Address
Previous Budget Cuts and Increase Tax Fairness
As legislative committees meet in preparation for the 2014 legislative session that begins in March,
lawmakers enjoy a much-improved state budget situation for their construction of a new state budget
for the next fiscal year.
This fact provides legislators with the opportunity to take a fresh look at making investments in the
future of Florida and assuring that the state’s tax system is both fair and sufficient to meet state needs.

The State of Florida Finances Today
Florida has not yet fully recovered from the recession. State economists depict a state still struggling in
many ways. Unemployment remains high by historical standards. About half of the improvement in the
unemployment rate is the result not of the creation of new jobs, but because discouraged Floridians
have dropped out of the labor force. It would take the
Today’s financial outlook is
creation of 900,000 additional new jobs, economists say, for
“the most encouraging in the
the same percentage of the state population to be working as
seven-year history” of Florida’s
at the pre-recession peak. The new jobs that have been
Long-Range Financial Outlook,
created are heavily concentrated in low-paying service jobs.
economists from the legislature
Floridians’ average wage, which historically has fallen below
1
the national average, fell even further behind in 2012.
and governor’s office report.
Yet the state’s budget picture has brightened. Today’s financial outlook is “the most encouraging in the
seven-year history” of Florida’s Long-Range Financial Outlook, economists from the legislature and
governor’s office report.2 This is due in part to the resumption of growth in tax revenues, now on a path
to equal pre-recession levels.
However, much of the improved outlook is the product of squeezed budgets and outright cuts in
spending that resulted in a failure to meet needs in prekindergarten, K-12, and higher education,3 in
protection of the environment, and in providing affordable health care to millions of uninsured
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Floridians. The costs of policymakers’ failure to invest in these and other programs essential to the wellbeing of Floridians and the state’s future are discussed in the section below.
Nevertheless, the state has moved from four years of multi-billion dollar budget gaps – the difference
between anticipated revenues and funds needed to continue existing programs – to a positive balance
of almost $2 billion in the current 2013-14 fiscal year. Even after all the so-called “Critical and Other
High Priority Needs” are funded in the 2014-15 budget AND $1
When the state budget is put
billion is set aside in reserve funds, a balance of another nearly $1
billion will exist. Looking further ahead, “sufficient funds exist to
together, the “new normal”
meet all Critical and Other High Priority Needs identified for the
for programs is the amount in
three years contained in the [Long-Range Financial] Outlook,” the
the current budget, no matter
state economists report.4
how much they may have

been cut over four years, or
how inadequate funding is to
meeting needs for quality
services. Even an increase in
funding for a program may
still leave it far behind the
level that existed before the
recession, which may have
been inadequate to start with.
Often no attempts are even
made to restore past cuts,
much less to fully address
need.

These fund balances are not built at the expense of setting aside
sufficient reserve funds to cover unexpected needs. In fact,
Florida state government reserves far exceed the standard
recommended by credit rating agencies – an amount equal to 8
percent of general revenues.5 And the total level, combining
unspent general revenues, the Budget Stabilization Fund, and
trust funds, totals 12.8 percent, or more than half again as large
as considered adequate by fiscal experts.6
In short, fund balances exist for the legislature to either (1)
begin reinvesting in programs cut severely during the recession
or (2) to provide further tax breaks, similar to those in the last
several years that have been targeted largely to already
profitable big businesses.7

The Condition of Florida Today
As mentioned above, a large part of Florida’s improved fiscal situation is the result of budget cuts and
freezes that result in the expenditure of less money for each student or other Floridian provided services
by state government. In effect, when the pie becomes smaller, each slice also is reduced in size. The
amount available for each person in an existing program is lessened even more by the increase in
population served – for example, the number of students, the unemployed, persons with disabilities,
and those on lengthy waiting lists for services for which they are eligible.
When the state budget is put together, the “new normal” for programs is the amount in the current
budget, no matter how much they may have been cut over four years, or how inadequate the funding is
to meeting needs for quality services. Even an increase in funding for a program may still leave it far
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behind the level that existed before the recession, which may have been inadequate to start with.
Often no attempts are even made to restore past cuts, much less to fully address need.
Because of these factors, Florida continues to rank at the bottom of the states in many measures of
investment in the state’s social infrastructure and the well-being of Floridians.
For example:
● More than three million Floridians lived below the federal poverty level, according to the 2010
Census. About 1.4 million lived at 50 percent of the poverty level or less. Among children under 18,
23.5 percent lived in poverty.8
● Florida is the nation’s second most poverty-stricken state, at 19.5 percent, according to the U.S.
Census Bureau’s supplemental poverty measure.9
● Florida has the second-highest percentage of uninsured adults under 65 among the states —about
3.8 million people, or 25 percent of its population, according to the U.S. Census.10
● Florida ranks in the bottom 10 of the states in measures of the quality of its health care system on a
variety of measures, including 47th for child health care, according to a 2013 study by The
Commonwealth Fund.11
● Florida’s food stamp enrollment is second in the nation, behind only California.12
● From 2001-02 to 2011-12, average teacher salaries in Florida fell 7.3 percent in constant dollars, the
sixth-largest drop in the nation.13
● Florida ranked 42nd in the nation in average teacher salary in 2011-12, and 45th in average salary as
a percentage of the national average in 2010-11.14
● The state ranked 48th in public school revenue per student in 2011-12.15
● Florida ranked 50th in state and local revenue for public schools per $1,000 personal income in
2010.16
● In 2011, Florida spent 77 percent of the national average per capita on higher education.17
● Because of restrictive unemployment insurance laws enacted by the Florida Legislature in 2011, the
percentage of new applicants who receive unemployment benefits in the state dropped to 39 percent in
the 2nd quarter of 2013, from a historical average of about 60 per cent. (The national rate was 72
percent and Georgia’s 63 percent.)18 In addition, the maximum time to receive state benefits has been
cut from 26 to 19 weeks.
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● In the past 12 months, Florida’s unemployment insurance program paid an average weekly benefit
of $231.71, 48th in the nation. That payment replaced just 28.5 percent of Florida workers’ average
weekly wage, 44th in the nation. Florida’s “exhaustion rate” – the percentage of recipients who drew
their final unemployment payment – was 73.7 percent, by far the highest in the U.S. 19
● Florida’s maximum unemployment insurance payment, $275, is lower than all but four other
states.20
● Florida is one of only 12 states that have refused to modernize the unemployment system by
adopting the alternative base method of calculating eligibility for benefits. This method allows low-wage
and seasonal workers to count their most recent earnings in determining their wage base.21

Florida’s Tax System: Insufficient, Unfair and Skewed to Big Business
The state’s unenviable condition on measures of Floridians’ well-being listed above exists in the context
of a tax system more attuned to large corporations and wealthy residents than the vast majority of
working Floridians.
This contributes to Florida’s rank as the fifth-worst state in
2010 on the GINI Index, a measure of income inequality used
by economists to measure the gap between those making
most of the income and those making the least.22
Also contributing is the fact that the state’s tax system is the
second-most regressive in the nation, hitting low- and middleincome Floridians harder than upper-income residents.23

The state’s unenviable condition
on measures of Floridians’ wellbeing exists in the context of a
tax system more attuned to large
corporations and wealthy
residents than the vast majority
of working Floridians.

In addition, Florida is a low-tax state overall, if not for low- and middle-income Floridians. Florida
ranked 47th among the states and the District of Columbia in state tax revenue per capita in 2012 and
48th in the percentage of state tax revenue per capita. Those rankings have worsened since 2010, when
they were 42nd and 46th.24
Florida does rank highly in one category, however – the state’s so-called business tax climate, as
measured by the conservative Tax Foundation. It finds Florida has the fifth-best tax climate for
business,25 in part because it has no personal income tax, which is a progressive tax. But Florida is
ranked highly because of its restrictive unemployment insurance tax system and a corporate income tax
system riddled with loopholes that enable large, profitable multistate and multinational corporations to
avoid paying their fair share of corporate income taxes – or in some cases, any at all.26
Despite that ranking, Florida’s governor and legislator continue to push tax breaks for business, often
with no evidence that they actually produce jobs.27 The latest evidence of large profitable corporations
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taking advantage of tax money is misuse of a tax-incentive program created for high-crime areas, but
used instead as corporate subsidy.28
Tax subsidies to corporations continue in Florida despite the negative judgment on them from many
organizations, including the Tax Foundation, which otherwise advocates for low business tax rates:
“Economic development and job creation tax credits complicate the tax system, narrow the tax base,
drive up tax rates for companies that do not qualify, distort the free market, and often fail to achieve
economic growth.”29
And Florida big business is back for more in the run-up to the 2014 legislative session, lobbying for
various additional tax breaks.30 Included are a “$282 million cut in communication services taxes (cell
phone and cable TV service taxes), a $100 million cut in health insurance premium taxes, [and] a
possible elimination of the sales tax on commercial rents worth $1.4 billion a year….”

Recommendations for Tax Fairness and Investments in Florida’s Well-Being
It is in the interests of all Floridians to make Florida’s tax structure both adequate and fair. Now that the
state is again showing a healthy balance of funds that are expected to recur and increase, a top priority
should be investing again in the social infrastructure. The legislature can begin by restoring some of the
previous budget cuts to address Florida’s unenviable rank at the tail end of the states on measures of
quality of life.

Now that the state is again
showing a healthy balance
of funds that are expected
to recur and increase, a top
priority should be investing
again in the social
infrastructure.

The legislature could also give average Floridians a slight tax break
by reducing motor vehicle taxes and fees increased in 2009. To
make up for the loss of that revenue, some of the outdated, unfair
exemptions, exclusions, credits and deductions in state taxes could
be eliminated.
In addition, it may be that some of the state’s existing business
taxes – those that amount to double taxation – could be addressed
to adhere to sound tax policy.

However, if the legislature considers new business tax breaks in the name of fairness, it should also look
at existing loopholes that pick winners and losers among businesses and allow some to profit from tax
dollars at the expense of other taxpayers, including other businesses.
Among these is enacting laws that ensure that Florida receives its fair share of taxes on revenue
earned in the state and that Florida-based businesses are not placed at a competitive disadvantage.
The state loses an estimated $536 million in corporate income tax revenue each year by allowing
corporations to shift taxable profits earned in Florida to other states that tax profits at a lower rate or
not at all. Closing that loophole with a law requiring “combined reporting” of all of a corporation’s
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income, preventing it from shifting income to a lower-or no-tax state and taxing profits earned in
Florida, would yield about $486 million each year. Moreover, adopting a “throwback rule” – allowing
Florida to collect corporate income tax on profits earned in the state that are not taxed anywhere
because of a technicality – would provide another $50 million annually.31
Also ripe for passage in the name of tax fairness is collecting sales tax on purchases made on the
Internet. Requiring out-of-state retailers to collect the tax would level the playing field for Florida-based
brick- and- mortar companies and strengthen the state’s tax structure. However, because the sales tax
is regressive, taking more of the income of low- and moderate-income workers, the tax should not be
used as replacement money for more business tax cuts.

Conclusion
After years of tight, inadequate budgets that frayed the state’s social safety net and cut spending on
everything from education to purchases of land for conservation purposes, Florida is regaining its
financial footing. The state has a substantial positive balance of revenues, even after setting aside far
more money for reserves than experts consider necessary.
The 2014 state budget can use that fund balance either to reinvest in Floridians and the state’s future,
or fritter it away in further ineffective tax cuts to large, already profitable corporations. The Florida
Chamber Foundation made the case for investments as far back as 1990 in its report, “CROSSROADS,
Designing Florida’s Tax Structure,” reciting state rankings little different from today’s:
Whereas it [Florida] ranks 4th lowest in taxes and 7th lowest in low labor costs,
it ranks 34th in available workforce, 49th in education, and 44th in transportation.
In short, Florida’s good rankings on the cost side are at the expense of investments
in the quality side….It is clear that a low tax burden, by itself, cannot constitute a
good business climate.32 (Emphasis added.)
The opportunity exists, as 2014 budget deliberations begin, for the conversation to take a new direction
– one that recognizes that the fiscal picture is stronger and the needs are greater, and that new
approaches exist to make Florida’s tax structure more fair and adequate while improving the state’s
overall quality of life.

Researched by Alan Stonecipher,
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