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i Introduction,

. - A

A.critical problem faclng state govermments in recent years has beert the

_ﬂ--—"‘——\ 4 .

1nab111ty of state revenue structures to provide the _necessary resources.

. " to expand state funded programs during periods of growth and maintain

¥

revenlie levels during periods of inflatien and contraction. In most

1

- = ! U - ¢ '
cases the failure of state revenue structures\to rqﬁpond adequately to

e . state economic cond1tlpns has produced\requllements for additional 7

[N -.__,y hd

ta,xes, 1n.c‘rea>es, in tax '}ates and expansmn of established tax base‘s

. . Assoc1ated with thls,method of adJustlng revenues is the fact that these .

decisions must be made in a political context, and in many cases lead to
. .
LN R . . .
changes which reflect the interest Of particular groups with limited
. T : L t C
-consideration for their economic consequences. »
. \ ’ » ' ¢ :

' 4 . -
One of}the Major reasons for the present flscal érlslc faced by several

L¥3
states 1s the recent change in population n&gratlon patterns. Tra- ¢

d1t10na11v agr1cu1tura1 states, partjcularly those located in the
South have experlenced slow growth This has been due in part to

populatlon m1grat1on from these areas .to the 1ndustr1a112ed reglons of

the country In, recent years, however there has been a reversal in "the
population migrat1on patterns Those states which have traditionally

had a slow rate of growth or even lost populatlon,are presently- exper1enc1ng

I . ’ -

rapid growth in populatlon at the expénse of the 1ndustr1a112ed regions,..

v » 4

and are also undergaing rapid economic development.
\\ “r,, ) Iy 5 L ' -
/ .

‘ For’ those states whlth have trad1t10na11y experlenced slow growth, it
" has ‘been de51rab1e in the past to 1mp1ement tax pOllCleS des1gned to

prov1de stable revenues since the need to expand state programs has'

‘ Q

been minimal. Consequently, most of these staves Rdve attempted to

rhu ) : - € » “
- A J . . . .
. . .
. .. . . - . . ’
L} . ( Y
.

f - . [ e
. e ‘ .
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. . establish and majntain tax structures capgble of supporting relatively ) :
. ) ’ . '. ’ b1 [l :
- fixed volume§ and 'quality of govemment services. In fecént-times,- . = °
‘ however’ rapjd population and.economic growth have been accompanied by .

substant1al increases 1n the demand fOr government services. Thls

,sltuatlon, in turn, has produced pressure to na;se revenues wh1ch in ¥ )

Ay

) many cases exceed the revenue generat1ng capab1l1t1es of the ex1st1ng

. . “. u . - ' o . 3
(‘ (/ - tax systems‘ . s - : :
. ) o ) . ’ . v . N - .‘ »
‘ 7
The des1re to establish and malntayﬁ stable tax structlires by slow ) .

growing states in the past has also been Just1f1ed by the fact that
states have 410t been expected to use fiscal policy as a means of

. ' . —— -~
reguldting the ‘economy. -Since the 1930's the, function -of regulating the ?—’ .

economy through fjscal policy, has'been relegated almost excluslvely tq- o

- . . ’

\ the federal government Therefore, states have commonly viewed their

A v

tax systems as mechan1sms for collect1ng revenues;W1thout much cor

" for the d1str1but1ve StéLlllZlng and st1mulat1ng effects wh1ch tazgs

' . , , . 22 -
have on economic activity. )' . . . .

. .. . ) . \ . .
- » e ‘ .

The pass1ve regulatory role assumed by the states in_ the past has
J L

changed recently.\ The relat1ve economlc stabll1ty exper1enced by the , .
~ * a

.

country in the decades 1mmed1ately after the 1940's has been d1srupted . . .
- . - ¢ ; :
in, recent years by pronbunced fluctuations which have produced unprecedente

-

4

cond1t1ons of hlgh unemployment accompanied by -high rates of 1nflat1on.

: R

The tendency of the federal govermment to assign greater prior1ty to I

n)"l\ A
'
.

!

pr1ce sbéh1l1ty has reduced the compatlblllty of state and national

. econom1c goals. Faced w1th high levels of umemployment ] ates

" have been gradually assumlng the responsrbll;ty For solv1ng has problem.
- S | A » ’ . .
This. has been part1cularly true in thohe states where ‘the rate of uanployment )
' - . ! /§o s i
- ‘exceeds the national average. B ’ ! . k}‘ e

- M- . . -) . e s : -t
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Those states that are facmg rapid growth and those that dre attempting

' to. u§e f1scal policy to stabilize then‘ economy requ1re tax structures

. \ - :
L . capable of' respondlng v1gorously to changes in the economy. Furthgrmore,

fagt ‘growing states requ1re tdx systems which can beneflt from pomlatmn ’ ..

", growth while at the s&ﬁe time malntamlng a stable relatloﬁshlp w1th ; , 3

Q@
-

respect to pricé cha.nges. = .-

Purpose and Scope pf the.Study - - \

. The purpose of the'study was to assess thye adequacy ef Florida's tax

[}

structure to meet future demands for government services. Th}s was :

v undertaken through an anal fsis of Florida's major revenue sources to L -/

¥y
, determine their stability apd growth characteristics. These revenue

’

) o/ . : 3
sources, wh1ch‘account for 74 percent of all,.state revenues, are the = °

~

sales tax, gasolme tax, bevera,ge tax and 11censes motor vehicle

. licenses, racmg tax, and c1garette tax. The recently ehacted corporatlon

income tax is not inciuded because its short }nsfory alews only 11m1ted
s O “ N . *

data for, analysis. \ . LR

- B B
. !

The analysis focuses‘on the'years ¥From 1-96d 'th'r"ough'lWS}, a period of ' ' ’, ‘.
v O A} 7 K

both contr’éctlon and expansion, of both price stab111ty$and rapid . .é
' i

inflation. These alverse economic conditions- contrlbute to thefanalysis

by prov1d1ng a fal\r test of the performnce of the’ revenu? sources.

t -
- ) ’ - 3
- . s . . 4

The method of analysm 1nvoIve§§he measurement of changes in revenue

-, collections and thelr relatlonshJ.ps to changes 1n, 1ncoma (used as an. ' !

*s

"+ indicator of. the state of the econpmy), changes 1n populaqon, and

Ay
e

|
\ changes in prlces (as 1nd1cated by changes ‘in ‘fhe conSuner ﬁrlce mdex)

N P

. qverall analy51s mvolved the followmg (1) a measurment of the =~

) elected changes over' time to determine the long-run average response of b a /
. {'k ) - ’ . ' R , M ‘
» ~ . . H * :l

Q . ) |

o

-




’Che revenues to the changes (2‘) estimates of imediate.or‘short-run.

} w

; . responses of the reventes_to the. changes, and (3) an ana1y51s of growth
Al / ’

' ( and predDictability' of each"s~ource. A detailed discussion of the data,

o

underlying a'ssunEpt'ions and statistical methods and findings is f)roirideci_
‘ L] ‘ ) ’ . . "‘ ) -

it‘Part II of this paper. . R ’ .
- C -

a
[~ . o

- Summary of Findings . : . . P
’ . . o ’ ‘ L) - . ’
. ] ’ P . .

. Florida's revenue system, whef-compared with criteriatappropriate for

* = . . -—

- i
fast growing states, presents several limjtations. In order to respol:ifl

yigorously ito changes “in the economy, tax revenues must'increase when
4 . ¥ e
. 1ncome mcreasgs with the revenue 1ncrease_s at least proportlonal to

<

. -

the increasesZAn income. Only three of the taxes s.tudled showed a
. significant,

'1at10n§h1p to changes in income. These were_ the sales

v # . . .
tax; the gasoline tax, and the beverage tax. In all cases the relationship

. .

was proportional mean1ng that A one percent increase in.income prodUced

an increase ir reyenue of approx1mately one percent.

\\

-
. e

y A second criterion appropriate for a fast growing state is that gmhh'

. " &: in populatlon shoul produce commensurate growth (propontlonal or greater)
L
in,revenue. Of the Bdaxes studied, onIy the racing tax showed..a 51gnlf1cant

-relatior}ship to popu'la}tlon growth. ,In this case a one percent increase

In pepulation y,ielded\an increase in revenue of approximatelﬂ.l percent.\
. . . . I

S . %

The third criterion s that the relationship between price chdnges and
rever?ue changes should bé stable. Three of the taxes examined showed a T

f .
b/ 51gmf1cant relatlonshlp between prlce changes and revenues, These were

-

" the sales tax, the gasoline tax, and the beverage tax._ In\ai-l—eas/the

, .
| relationship’was negat{vE" meanlng that an 1ncrease m,prlces (1 e, L
. - < [3

. ‘ . ]
. 1nflatlon) led to a decrease in revenues. St ‘ S
- - * .
‘, ) N 14 * ) - - : . e ’
\ bt , '.
_ vt 7 —
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, As a‘resul't of the relat1onsh1ps descrlbed above, ) real per caplta revenues,

to the state from the sources analyzed/have shown .a decrease over the

L4 - -

past few years. Between 1973 and 1975 tax recelpts, measured in 1967

_follars, declmed as follows: sales tax $12.3, cigarette tax $2.4,

.

. beverage tax and 1ice'hses $2. l{, motor veh1c1e 11cense.s $1.6, racmg tax

i" $.6, and gasolme tax $6.5. /teal mr\'éaplta coIlectlons for the racmg

ta.x and the gasoline tax in 1975 were below the levels of 1960.
»

- _ T
Conduswns . ’o - ) é
From the results obtained in this study, it appears that a major. portlon
of state revenues in_Floridd a]e str‘cturally 1nadéquate to deal w1th

the present and future needs of the State. If populat10n~growth )and,‘/or

-
.

-

) inflation contlnues as it is commonly afsuned the state will be faced
perlodlcally w1th revenue shortages E\/en if price Stablllt’)’ is achieved
I »
and econom1c and populatlon growth are slower than expected, these .

sources cannot be expected to’provide stabie revepues. *

' Thé practice of reacting to revenue cri%és b);&rd‘ampulating the rates and T

e et . s s .
bases of the ‘existing revenue sources is both short-51ghted and inefficient.

)

New taxes capable bf reacting to population growth are badIy needed in .

-the -System. These taxes woyld have to be sensitive. to changes in the
%

economy in order ‘'to benefit fram growth and to .act as '%tablllzers

These taxes would also have to be eff1c1ent. . Flnéq.ly, they would have 5 L ow
/' to be able to provide” some eqmty to offset a predommantly regresswe
- tax _stiucture. This last issue, wh1ch has. been neglected in thls paper,
.shoul\d..pmuie enoggh Justfhcatlon for the use of altematlve revenue ’

v

soyrces. ' . < . o
. . ' -,

-

. .
-
.




G o PART II: TECHNICAL PRBSBN;r}(Txm A
The rate of growth in the State .of Florida during the last decades has

. " been shbst'antial In .the period 1960 through 1975 the population of the

. stdte grew 71.3 p&cent--from 4.9 million to 8.4 mn7.1110n re51dents .

‘

Personal income, measured in real temms,. 1ncreased dur1ng tﬁeésame ' b

.. perlod from $10.9 billion-to $28.6 billion--an 1ncrease of 160.3 pertent

[y s -~

. . . e ¥ L o
- Between 1953 and 1975 %ax-revenues irn Florida as a.percent ofypgrsonal J

: income increased from 9.2 peréent to 9.52-percent, the lowest increase*® .
O - . ¢ : . | ., y
in' the nation. . In 1953 state‘révenues as a percent of personal income
0 o . ¢
< - were 21 percent h1gher than ‘the average for other states In '1975 this
LI ’ >

~

v . index was 80 1 percent of the nat10na1 average Du ing this per10d . oL

a®

’
state revenues 4s a percent of persdnal income increased-56.9‘ _percent
for the entire country, and 30 percent for theSoutheast region. Growth
in this category for Flor1da was 3.5 percent. In ‘terms of per caplta )

state ,and local tax revenues, Florlda fell from 101 5 percent of the

nativnal average to 77.1' percent ) v . :\ , ) . P
s . ‘ , . ) . ..

o

On the aggregate, the burden of* taxation for Florida residents-has
-remained relatively consStant over the last two decades, a period d )

by substantiay increases in. state tax l;urdens for the-rest of the.
natlon In order to mai tain this si{xjation; -however, the State”has/ . o e

been forced repeatedly to 1ncrease' ,‘the rates and expand the bases for . . o
. most taxes. More recently, new ta.g(es, such ;s the corporatmn 1ncome - ) o .

> ' & tax, have been required. A historical development for ‘the revenue -
L B L]

sources in the study, Wlth particular emphasis on recent changes, is_ »
. . »

pravided below. - ‘ o




N~

the tax rate to 5 percent

'Historical Reviéw of Mijor

: . X
revenues during f1sca1 year 1974 75. In 1968 the rate was increased

‘Revenue Sources . Ce )
: . ) . . -

The sale‘s tax (Appendix Table 4), enacted in 1949, is the major Source
. : . ¢

of revenue for the state. It accounted for $1,199 milljon in state. .
A : . L .-

- -
. '

. frem 3 percent to 4 percent on mOst items, and the tax base was extended -

. \.,

to include corrTerclal rentals, parkmg fees, utlllty services and sever/al

‘1nthestate . T - - .,_,_\

. have the option of A / aising one add1t10na1 cent,;per gallon.

‘s

other minor" categor1es. In 1971 the salés tax rate for motor vehicle .

was increased from 2" percént to 4 percent. For the most part, the sales"

.
- + - AN ‘ -

. tax is assumed to be regressive. However, sinse food énd medicines are - g

L

‘ N
exegrpt from taxation the regressivity of the tax is not extrgv% It is
also commonly assumed that a subst@tml portlon of the tax is baid by

non- Flor1d1ans, due, to the relamve 1mportance of the tour1st ipdusty
P 1')’

-
’ - .
L}

“~ , -
. - N
v ’ ] " ) ' ’ v

A . 4
A sales tax is now colleq@d_"m most states;, with the exception of Lo
: . . L e T
Alaska, Delawgre, Montana, New Hampshire’ ahd Oregon.. The national v,
L[] . » n
average sales tax ratle 15\.‘5 75 percent. At the presert, tnne some

,-~ - o .

consldETatlon is being g1ven in Florida to the poss1b111ty of raising :°

1

R ‘ o T - . ‘. s
Gasoline taxes were introduced in lilor’{da in 1921‘ ((AppendiXs:Iabl‘e S). .
Q«rate of ? cents per gallon was established in 1931. This rat;e was' in ..,

force ufitil 1971 when the’ r;ate was changed to 8 cents per gallon. Since ‘
1’1972 revenues from the ga?ollne tax have gee‘n allocated ?5 foilOWS‘ ' .

4 cents to the pnmary roads fund, 2 cents to the State Board of Admmstratxon
for. county road debts, w1§h the balance gomg to the countles 1 cent td

the couﬁtles and 1 cent to the mum{lpil revenue sharlng fund Countles

N -

' . )

’ . [} * -
P .
a . . > . IO
ool "
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Flolida started taxmg 11quor and is umg 11censes for the sale and.
manufacturlng ot 11quor at the proh1b1t1orr Rates estab11shed 1n

N
+ 1949 were in effect unt11 1968 ”‘when the present rates were enacted

LN

T covermg all products except those manufactured in the state. In 1971

*

f

»

~

A3

the present rates for Florlda products were adopted by the 1eg1slature
- . t\ Y
“ . » i ;"_

- All states currently derive some revenue from the sale of liquors ‘State

LY

operated 11quor stores may be:found in 17 states. Flor‘ida'.s present «

Florida rate on d1st111ed sp1r1ts is exceeded by onl*snc other states =

-4 .

Florida used* thé same system for distributing 1iquor licenses from 1935
untilr 1971. During that- pei‘iod one Ii'cense could be issued for evé.ry"
2500 residents, w1th add1t1onal licenses 1ssued to hotels, mot-els, .

restaurants and clubs. S1nce 1971 the q;uotas’have been frozen Dur1ng

that yeag the .rates for licenses were also 1ncreased and the author1ty ‘

, to issue ].1censes was. transferred from mun1c1pa1 and county authq:1t1es
‘to the state,. Presently 11censes ‘are admlmstered by tﬂe state, and the
W
revenues are shared by the count1es and mun1c1pa11t1es in which the

Q
.

establlshment is- located.

»
- . -

-’ - ..

Revenues from beverage licenses amounted to $11.4 million 1n fiscal year

1974 75. During the same perlod approx1mate1y 73 m11110n was collected

on 11quor and beer sales Although all fifty states earn revenlg\s on

\

the sale o) 11opor beer and’ wine, by .comparison Flor1da makes very £
/

1ntens1ve use of th1s source of revenue In ‘1974 F10r1da's taxes on

] N PA

11quor sales were the h1ghest in the nation. Revenues per caplta from '

" the beverage ta.x and litenses in rea1 tems reached their h1ghest point

{ ]

1n~,Flor1da in 1972. lﬁevenues per capita declmed in real termshn the
. . , . , N ‘ .
period from 1973 to 1975 (Appendix Table 6). , \ ) ’
A ~

o3

%N -

[
a

i
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'-stable due to _the natufb b§ thp dbmgﬁd fbf‘these products Incréases Ln
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As in the case of gasollne, 11quor tdﬁes ‘aré con51dered to be highly : .

R .

Ly
revenues from thlS source are assumed to come largely from pbpulatlon

g
1ncfeases Since these #axes are wnit- based real revenues from thls o
» ¥ M~ / s X ’
source.tend to decline durlng perlods of 1nflat10n. . ~// . .
L3 . ‘ M .

- o f ‘ N IR 8 .- . -
' - ¢ -

Mgtor vehicle licensing began ih Florlda in, 1917 in 1963 ratestuéle‘
.increased substantlally, anu lleenses were extendéd fqr a perlod roughly =

In 1970 the li¢ensing period was™" ",-.

Wb N , TR
reduced from 15 ntonths to 12 months , e ,af ) .

c01ncud1ng with the flscal year

» » A -

In 1965 the- motor vehftle llcen51ng base was. expanded to*qnclude mob11e

@

homes, . house tra11ers and campers.
on weight and,types of vehicles: ' o .

Al -
. - -
- A

-’ .
The present rate structure is based '
‘f - ' .

o 4 M

Revenue collections im real terms per~Cap1ta for thls source remained * ,

relatlvely stab1e5¥0f the perlod 196d to 1975 However, 51gn1f1cant . )
Vs ‘4 . .
fluctuatlons occurred during this. per1 d, reflectlng the rates and-base

. -

ghanges prev1ously mentloned Discounty g-the effects of rate”find base

thls source of revenue is expected to remain fairly stable,

{ -

with‘increases in revenues quglnatlng prlmarlly frpm populatlon growth

< . «
A . Lo .

- Y ?
. ‘

changes,

(A@pendix Table 7).
» N - ) . . N

- .
L)

Pari- mutuel,bettlng wds legallzed in Worida in 1931 In'1963 the '

N\

or1g1na1 tax, based on a percentage of gamBllng act1v1t1es was replaced-

- B
—~ ..

by'dally l;cense fecor Harness tracks havé been permltted in the state

pa

since 1963 " Quarter horse tracks were introduced in 1969, along with;

s A 8

summer fac1ng;y Real per cgpita revenues from thls tax’ remalned remarkably

constant for the per10d.1960 through 1978 {Appendlx TabIe 8). It 1s'. ‘.

et - - . s

. . .
. v . LY . - - )
R - . . . [
s R ' .
. 7 - '

4
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commonly assumed that a” substantial portion of thlS tax 1s pald by -

- tour1sts since par1 mutuel bettlng is a nmgor tourist attractlon . ,
. R g

» -, : The taxation of cigarettes in the State of Fforida dates back to 1929. -

N
<. .7 In 1963 the rate was ralsed from féve to e1ght cgnts.

1968 to f1fteen cents. An addltlonal two cents<péjfpa

1971, brlnglng the total tax rate to seventeen cents. An attempttwas -
- - o . »
- made 1n 1973 to expdnd the base by 1nc1ud1ng 11tt1e c1g§rs into the ,

-

category of ngaTCttGS The 1ndustry, however ‘has been gffect1ve in. *

preventlng the retlaSSLflcatlon of some of these products into taxable'

\ i -

v v
[ L P

categories.

¥ * 4 - A} N ' .
o Real revenues per caplta from c1garette taiés have increased by approximately

” ] . .o - Vs
: i 80 pexcent durlng the perlod 1960 to 1975 This growth, however, was
accompanled by sharp fluctuat1ons .in the amount of real ner(caplta taxes ~

€

\

- " collected (Appendti Table 9). - oL O -
.,“, " - . ' /‘J ’ . N
- Methoashfor-AnaLyzing Relatienships to a0 R
Pqpulatipn Prices and Persqnal Tncome~ - s \\\\\ lx
7
A Several prev1ous stqdles d651gned to anquze the stab111ty and growth
. . g o \
. R P characterlstlcs of the tax structures of different’ states, have.trﬁ;y
dltlgnally used the fellow1ng equatlon ’ - 4 S .

t-«"* (.) /3,/? LaC+¢;7y -

Where R represents tax reveﬁues, C 15 a constant, Y is equdl to aggregate
perSon&l 1nc0me and e is an elast1c1ty coeff1c1ent whlch reflects the

\ ’

percentage,change in revenue caused by a percentage change in aggregate,'
e T : :

. . U\ : . ST Te L ‘
personal income and is-an average estimate for the period under study. o

' .
~ - . . )
- . ‘ . RN 3
N » . - . ' .
“
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Thls equatlon has been used 1nd1v1dually for each source of revenue, and

‘a d!&parlson nade of the elast1c1ty estimates 6bta1ned From this
’
comparlson taxes have then been classified into three categor1es

(1) revenues Fighly responslve to changes in income in the case ‘where &

~ v

the value of e i greater than one; (2) revenues Whlch fluctuate pro- =

portlonately with changes in 1ncome where the value of e is approx1mate1y
one; and {(3) taxes which are very unresponsive to changes in income

v
where the value of e 18 less than one.

t
-

.. , >

"One of the major problems uith this'appngach is the fact that it assumes

that the tax Tate and the tax base remain constant during the period of /<

) analy;Ts. This assymption, .in the case of ?lorida, would lead to distorti%ns '

'in the estimates since th rate and base for most taxés have been changlng

througb time due to 1eg1 lative actlon In several cases, 1nc1ud1ng

N L4
some-studies that have/been done for the State of Florida, it is common

]

.pradtice to ass when estimating revenues-from changes in rates that

- &

‘the effect/of changes in rates on revenues 1s proportional. Kh example

- _of this approach is to assume that a 10 percent increase in the tax rate

-

Jleads -to a 10 percént incfease‘in revenues. This assumption is Giﬂy

valid_j# the cuse where the tonsumption expenditures for the object
heing taxed are perfectly inelastic with respect to the tax }ate. ’Since

that situation is not typical, the ‘value of the rate elast1c1ty of
'v

revenue cannot be expected 'to be equal to one.

[ X

Consumptlon of taxed goods and services depends also on the level.of
=, ,

prices. A general increase in the price level has an obvious 1ncome

K}

effect. " In addition, both comodities subject to a ynit tax and those

exempt -from taxation experispce 4 relative decliﬁe in prices when

? ]
\

14




. " '12- - 4 .
' * . compared with those commedities subject to taxes based on pfices. A
« fall in thg level of prices has the opposite effect. ‘ .

L4 R -

—

Tax revenues are also af_cht_ed by population changes. A state may

, . experience substantial imcreases in aggregate income due .ajmost entirely
| ‘ . ’ . ‘ ! i =
| ) ‘ to an increase in-population. If real per capita income grows over .
| N . N ———— N . .
} time,.the composition of the basket of goods purchased by consumers will,

- . 3 .
{ . probably change. I¥, on the other hand, increases in real income are

matched by increases in populatlpn, the basket of goods w1.11 “likely may .

- o ®

remain fairky constarit through time..

o

An, additional factor that can influence total tax collections is-a

) change in the distribution of income. For the purpose ofy this paper,
due tQ flmltatlons ok measurement the d1str1but10n gf income was assumed .

\

to be constant. In add1t10n, no attempt was made to assess the inpact

of change in administrative techniques in the enforcement, auditing and

r -
’ actual collection of the revenues.

i

On the basis of the arguments presented above it is possible to e;press

state tax revenues in the followmg functional form:. . . .
- - o - -
‘(- R=R(Y,N,P,r,b) . L

‘Where ’ + Lo v
pu e R = Revenues from a given tax source
. . .

Personal income - ) .o ’

<
[}

: ' N = Population

o
[}

Price level v : .
" . ‘e -

f - - - r = Tax rate ~
1Y

| ' “ . " . b = Tax'base

." . ) ' . oo 10 , o
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In ‘er to determine the effects tn?revemaes from a given tax source -,

v

from‘bhange% in the andepehdent varlable, under the assumption of . R
2

constant elast1c1t1es over tlme, ht i pessible to use the following -

'exp11c1t,form for the totah téven

.
N

3, R AT (W .,.CP)"% (r) &)

‘ « ~v. 4 . lw

. Although Equatlon 3 prOV1des the means far determlnlng the~respon51veness .
of state tax revenues to Changes- in ghe 1ndependent varlableS/ the form

/ - -
of the equation is somewhat Yrestrictive, "since it 1mp11es exact relat1ohships

: - _ . e . 3
and collection. However, since\the errors are considered to be’ fandom,
this equation may be estimated bY éhe least squares method: $ .

* | J o . < /’

- -
> -

The regression equation ysed to estimate the\elasticitx is' determined by
taking the natural logayithms of Fquation 3. The-equation is rewrigten

’

as fol1ows:

/’%2

- — LY M
@)42244 4)'4;2'44’*\33 <
- b+ G :

: g' LR i3 LI Q’ R
did noi change continuously through the period

ﬁ

etu Fe

Since these éeriable

cases changed only once, dummy var1ab]e< wé%e used /;~

3
-~

Persona] income data ) .

observed and in.mosd

to indicate changes |in. the raies and the tax baqe

were not avallable by flscal years consequeqtly, the income var1ab1e\\

. * N M B .
was lagged for a peried. of six months tr : :
, o - R ;
¢ ' r ;_' ' . ! .J
1 "Q . ™ /f‘ ! / -
’ s . ', [} -‘ ) 3 - Z
- A $
. ’ - IS
o - o 1 ;
1
\\{ N ) 1 ! . ‘ . R Y
> N - : ‘ v
~x . 16 R L.
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- "the results obtained it appears that the model is adequate in measuring A

L.éIast,lc1t1es and other key statistics are 1nc}uded in the table. From

variable can be categor1zed by 'indices of greater than one, equal to one

'changés in revenue collect1ons.

coeff1<;1ents obtamed for populatmn, it, appears that this varlable does TN
. D) T g
not have ‘a s1gmf1cant impact on revenues. S_1nce for most cases the .
¢ . . N - ’ b o, =

-14- . - .

hd ’ . N . .

F1ndm&s\Relat1ng to Popula‘t1onl ) S
Prices and%onal Income - . . ,

The results of the equation are shown in :Appendlx Table 10. * Estimated '

N .

e

. the elasticities of population, prices and personal income. The 'e_lasticities, S
’ . . . " S ) . — . ' ,(e/ .
can be interpreted as the percent change in the dependent variable, in " ’ ‘

) -

this case revenues, given a I percent change in anlindependent varia't‘)lé,a e

when all other var1ah1es in the equat1on remam constant As was mentioned

before the«response of the dependent variable to changes in “the; mdependent

) Pe,
N\,
MLV
A
"

1

or less than one, reflectmg high. responsiveness, proportionality, and

/ €

wa respons1veness. A negative sign preceeding the regression, coefficient

for the individual variables indicates that incréases in the independent

s o« ’ 4 .
variable produce reductjons in revenues. Conversely, decreases in the ’
. N L ,.

-
a -

independent. variable produce increases in revenues.
. 1 . * ‘ . 4 '( . ’l .-
The estimates’of the intercept in the regx"ession are negative with the.

~ .

exceptlon of the gasolme ‘and c1garette tax. These results are as’

expected, since the persbx‘ income variable used in the equa‘t1on is .

-
4

al‘ays 1arger than taxable income. . 4 : . _—

. ' ' .

.

The value of the coefficients obtained for the: populatmn varlable were

not found to be a significint at the 95 percent level, with the except1on

of the racmg tax, where changes 1n populatmn 1nd1cate pmportmﬁal . J

Given the lack of 51gmf1cance in the
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'-15‘: Iy
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%ﬂl

“———

affectéd by population growth. ‘ B
' ) . . . '/ .
. . - ' - ¢ _ 4’
© The effect of.changes in'plices on.yevenue collktions wds found to be ,

negative and significant for the.éales; gasodfne}/and beverage tax. The

‘ -

%}* that a I percent 1ncrease 1n/the sumer pr1ce index produces approx1matel&

%
‘Ei a 2 pertent decreasa in safes t collectlons..41h1> relatronship can be

da exemptsvfood and medchnes from its

structure sales taxnrevenues are der1ved

-

&plélned éy the fact Jhat FI

A

to: J large extent, from t 85 on the sale of<consumer aurables 4uh1ch ot

‘Elgo shaw thh‘re§ 1veness to the changes in the prrcg»level, while . ~

‘: ’ gascﬂlne taxes sh only a propogtlonal response

. P ’,

_ Me"other fhree

feayat;on with almost jdéntical’ resdlts. Tor those'taxesrwhere :
. .t //’ f , L] N .
: persogai 1nGDmé was: shown to be signlflcant at the 95 percent level, the ¢
{ < lw ' '

effects cf changes in ‘this varlable on revenue collectlons were proponplonal

.

\\‘ For thg other three taxes, motor vehicle, racing and CJgarettes the,

-
- . s . s

effects of dhanges in 1ncome Were not faund to be s1gn1f1cant. It.

-

s
appears from these results tbat a 51gn1f1cant portion of r venues for
‘ !

the %tate of Floglga are not structually de51gned to captur? economic )

" . /-
.growth and provide the revenues reqU1re& to meet the anre351ng demands .
1
l-" L 4
+ <+ for government serV1ces associated wlth increases in income.
oo N, .7 ’ . . _ N
- 1 *\\ . . . —4 . . 18 , . ’ l ‘\.. .. .
' N - - ", L : ’:

response of sales tax collect;?n to-consumer pr1ce ‘index changes suggests .
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v
-

.

N By thls4method a.f a, ta,x ‘hﬁs 'Imreased each year b'y the s7é percentage,

e . e ;,11.6". . ‘ '.Q

/ " . -
. ¢ “ . L}
' . ‘ ‘ - . . .
‘ v

G With the exc;eptlonL of *‘motor vehlcle enses; the coefficients estimated

.
.,

Aor rate 'e.hanges weré s'hown to be 51gn1f1cant at the, 95-percent Ievel

L I

L]
Base changes, on the othel‘ hand were shoﬁn \té be 51gnlf1cant only in.

"the dtgree, to/yhl,ch'a tar}flelé adJusts to..;the growth path o}' the tax-

- °
.

.ove; tlme. A method for neasmmg .thls index is to take gI:he inverse of '

the standard errox; of the natural 1og t tﬁX reVenue regressf ‘time,

.

-all of the observatwns fa'll on theﬁue growth pathgnd the sta:‘dard

'
error app'roachps 7er‘0 ‘Il’(thl's case tHe myerse of>the st,anﬁard error,
approaches mf1n1ty at fthe 11m1t. v On the other haﬁd -a tax.whlch 'fluctuates

:‘ . | fron’x year, to /year dev1ates ﬂrom the" time pat’h and.}bas a 1arger standard "
- error in thla case the mvers‘é\o‘f the st@dar'a error approaches zero, - .
at’ the 11m1t. ,"' . _,' P »\\ h\' oS : s .-

There Ais Ha. absblute soale tb meqsure the comp.uted 1nd1ces 1h order t .,

« classify these taxes as stablé or unstable. T—bwever, ‘the. dlfferent

\
/
4 ",' 'l‘ 'S ' p

order to estabhsh an ordermg of gtablhty T . ,° .
' ‘ . ' ’ . L ) * -
Mithematically, -the stability ind@® can Be expressed . ’
.*“l ok . .. ]
. ‘ Vo R PR ) .
Cos) . L | -
* . - . . "r ' .
b — S“?R T .
. -~ ! ' < ' N’ * - " N + . ,
S K = z (4’ ‘ z) : -: « 2 :
oo R N - * . { R *
. 3 : A | * ) i . . - R / R h

A measpre of stab\rty or. predldtébahty ca;yl be- obta,med b_z measur -

9 . - -, ,ﬁ\ ' ' .
the case of sales taxes and’then only at the 90 percen leyel \
PN < e . . e ., X ., B :, K
' ! : Y ) ' s, [" R ’.
N Methgd_for Analyvmg bong Run St;blhg A - E y

-
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regressmn of the. natural logs. of

The growth path 1s obtamfid by

revénue on t1me In addltlon the regressmn contams a set of dum:h

<

. varlables indicating rate changes and a set of dumny -varaables 1nd1cat1ng N

base changes. Since both populatlon and the ‘price ect -
) ‘/ ""77%_ ﬂ:)l
0 revem.)éy ‘the dependent variable used in the uatlon is real revenues
| - - ‘—‘—}' ;‘;}1 pe . L N eq . . . .0
per caplé\ The form ot the equatlon is: .- . \1
. . S, 4+ 2‘ / bo+y
. (;) 4(: a-t C, 7.—"' ‘é ct'i ( N XY a}“," ,“
n B * - V.

-~ EX] y . ¢ »

y Y .
"t ] . R , i

— ’

Where the dependent variahle is the natural log-ef real, revenue per .

cap#fa-from a-tax source; ~T‘ is a time trend r 1ndrcates dusmimy varlables
for rate changes b 1ndlcates dummy varlables for base changes, e ‘are

the regressmn %oeff1c1ents, and U is the error term.

- . - . ]

f-mdmg; RelatJ to Long Run Stablllt)"

The x;ejults of runnmg the regretsmns for revénue collection are
contained in Appehdlx Tabrle 11.° 'Ihese estimates jndicate-that ﬁe

\: trongest compo d rate of growth ger year\ eillmlnatmg the influence of
[ :
price mcreascs, rafe increasesand base changes was experlenced by the -

» sales tax, Thid revenue source exhlblt_ed a long-run7trend of 7.8 percent

‘

growth over the period examined. :I'he second fastest growth rate was

The gasoline tax, motor vehicle licenses, and thd °

. v L

5.8 percent per year.

. The growth of rex?enues through time was nqt found to be
. 7. v §
' stat1st1c 1y 51gn1f1cant £or the Cigarette tax and, 1ndeed was the’ ‘

respectlve y.

lowest fo all of the tdbges analyzed. Although. th:@ refnue source

)
. . 3
e e T, 7 '
2 . .
- . .

.

P
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N » . : .
- , ‘.‘ ‘ -18— LN %
. - . . . - v N . . .
e " - - -
- _ , :
, S . . . o
. . .

J - ' .
. expeé'lencea substantlal growth’ durmg the perlod,. 1t also enperlenced

several rate 1ncreases that .account fdr almost\ll,,;.he changes jin ’

e . - " P
. ‘' 7

.. revehues from thlS source. . e : .

. * ~— - ¢ " -
3 . .

- - . L4 \ . v
; ’ » N -
. The stablhty.mdex for all taxes mdlcates. that the~ rac1ng tax was, the

/
! smgle most predlctable 50urce of revenue. Paradox1cally, c1garette

' taxeé appear to be the second most predlcta\l?le sdurce the 1ndex however,

¥

. . <
~ was 5ubstant1a11y below that of the racmg tax. The sales tax, gasolme

r

] tax, and\thp beverage tax 11censes were found to. have a 51m11ar index of

pred1ctab111ty Fmally, motor —veh1c1e hmcenses revenues have a stﬁdard
- - / n *
" error of the estunate of approx1mate1y 9.3 percent which provides ‘an , -
. \ -
L + index of. 10 7 which is wel\ below that of the other taxes. ' < ;0

\ )
. - . “, e a— -
o " . \ \
H

Method for Analyzing Short-Run Stability | .

. Althodgh the previous operatioh measured the stability of a-tax in the .

+e -
long- run, it was also’ 1mportant to determine the hort I‘L?/Sta};}illty

—ar e e

4 . pe1formance~fof these taxes. Thls could have been determmed by the use O

t

w 5 of. a logarl‘thmlc equation de51gned to measure the effects of year-to

~yedr cha.nges in mcome on year-to- year, changes in Jrevenues. Since ‘this

" ’ ......-

s procedure requ1res the use of first dlfferenceS' for revenues and i come

L
P S

P
that may assume negatlve values, it was not poss1b1e to use logarl

- . ) ’
3 : ThlS problem, howéver, ' was resolved by usmg a regre551on equatlon of
ol the’ followmg form: ‘ . ) To.
- R s 4 ,r: - 5 f L - -
Y } oo R . : | -
. . ‘ ) A VER B
. N . ‘ ' M " -
‘ (7) _A_f. = a + e, - A y + + ' . ¢
- R ’ 4 ' — . c‘ 7“0 c Y ' u
- - '-y 2/ YT ) e ke G +
[ . " N : ¢
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Aruitoxt provided by Eic:
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\

Where R the dq)gndeﬁt varuble, is rea’l per capita vevenue from a given - .
- 13 4 v

tax source; N Lndlcatex real per caplta 1m.ome T 15 a set of dummy ) '

- « . -

mruble\ teflecting rate changes; b is a set of dummy var1ab1e: 1nd1cat1ng .
changes in the base; the ¢ term are the regression coefficients with el
. / . .
representing the short-run income elasticity of revenue, and u is the - |

.
. .. . =

. “
,error term. In fquation“7 hoth .the fncome elasticity of revenue and the

- J
partial coeft’icicnt of determihation of income are important in understanding

the stabilizing ctfect of §he tax. % l > . T—_:} 7

/ . > - L)

I

la s s

. % i N

. . - A

In order for the tax to bc an cffect staplizer there mugt be a strong \
o y ‘ .
ind reliable chanue in revenues when incomd changes. lowever, o tax

.

. - . » Y R :
cwhich 1s a good stabiliz8r Ts by definitifn not stgble. -This 1% explained

- < i .
by the -fact that for a tax congidered to.be.a stabilizer revenues fall — °
I3 / . " - . .. . rl ‘ ’
pybpot tionatelv.more than income. Conversely, in times of econpmic
- . i o1 .« .
cxpansion revenue colledtions incrcase more mpidly than income. .\

“wtable tax, oh the other hand, increases proportlonatcl\ less than
N « 7 .
rncome 1n periods of deOlCTdtOd economic growth and declines proportionately
'
less than income 1n periods_of recession, thereforc providing a stable .

source of revenues.  Under these conditigns the income Cld\tlg‘lt) of

2 -

rw&x& indic: 'tci that a tax is a stablllzer when its value is greater

¥ o
than one; pr‘oporjtlonul as the value approaches one; a’tablo, i the.
vdlue 15 loss than one. ) .

f L ; !

v .

(

,

An additional me;as'urcment of the gtabilizing effect of a tax is to use

the partial coefficient of determ}nation betweén changes in revenues and

»

changey in income, since this measurement is both a function of, the

s Yope and the standard error. This coefficient can Fﬂft!ua'te between .
the value of plus one .and minus onve. 'I'he.h1gher the value -of the tgefflcwnt
the stronger the: stahllxzmg effedt or) tthax ~ =,

v . . : , 3
. i} \22

P
. ‘._*' L %

ok ’ - ' ‘!; A *

<
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the; sales tax, an increase in income of 1 percent produces an increase

4 L]

, ' -20- - -

3 a

’ N 4

Findings Relating to Short-Run Stability

The results of the regressions using the forﬂ*épécifieg byqudbtion 7

* are.presented in Appendianable 12.” The estimates oﬁ short-run stabllity

'C~¢ s

1nd1cate that at leﬁst for three taxes, the sales‘tax, gasollne tax and

-beverage tax and Iicenses, changes in:income tend‘to have a very ;troné"

impact, on tot4l revenuds collected from these sources. In the case of

. -

. a

3\ . ' ) £ ' . .
in revenues from sale taxes of’apprOX1mate1y 2.4 percenk For gasoline

'taxes this effect is 1.4 percent, for beverage taxes, 1!3 percent The :

rac1ng tax was found to be 51gn1f1cant but revenues frdh this source

#ré less than g;oportlon to changes in income. Cigarette taxes and *

s
¢ -

} . ' x "
motor vehicle licenses were foupd .to°have no statistical significance.

=
~ =

) - _' . 9 PR
Thg?partial correlation- coefficient between changes in income‘and =~ ‘

i §
kol =

changes in revenues was found to be highesf for the gasoline t
§urprising1y,,tne partial correlation coefficient between changse ih -
income and cHanges in revenue from the sales tax proved to be 1atiVe1y'

1 \ I
2

licenses revenues and changes in income, where the pg;tlal corrélatlon

coefficient was-zero. : ) .

5 ‘ _‘ . . . ‘ EE
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1960 -

1961
1962

1963

-1964°
\

1963

* 100

167
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\- \ TABLB ) - -
RMKHJHTON AND INCOME DATA FOR FLORIDA ’ -t
| 419607 - 1975 o Py -
o ‘ ' - -
. . .
- v { '
‘ - . % CHANGE: .
. : REAL - °  RFAL IN RFAL '
o . PERSONAL PFR PERSONAL - PIR PER
POPULAT[ON , hoowe CAPITA - INCOME CAPITA CAPITA
{Thousands) Lo 1,2 (MiflTions) INCOME (Mi1]ions) INCOME " INCOME
" . - ( e A . . L,
34951 887 < $1,968.5 $,10,987.6 $ 2,219
5,200 " 896 i,9%6.2 11,468.8 2,200 © . -.62%
5,399 . .o00 - 2,056. 1 12,252.8 , 2,269 2.90
/ » N N .
,59: 317 2,129.4 12,990.2 2;322 2,33
5,780 L0290 . 2,256.1 14,051.7 2,429 4.58
. .
.96 A1 2,401.7 15,152.4 2,542 4.65
6,137 a2 2,571.6 16,236.6 Y 2,646 4.10
64289 1.000) 2,796.3 17,583jn 2,796 5.70
6,497 . 134> 3,092.0 19,263.9 2,967 6.12
’ . . . ' Vd // »
0,699 1.098 3,415.0 20,835.2 3,110 4.82 .
- i L . . ’/
6,854 1.163 3,735:6 22,015.5 3,312 3.28
7,120 1.213 , , 3,995.9 23,455.1 3,294 .56
7,142 1.253 32,644 . 4,393.2 26,092.6 3,506 %.43
¢ ' . . s . s,
7,845 1331 37,799 4,818.2 28,398.9 3,620 | 3:25
8,29 1,477 43,793 5,307.7 29,643.2}5 . 3,594 } -.73 )
8,485 1.612 16, 145 5,433.7 28,601, 1 3,371 -6.20
\ y ‘
i
. Y ! K
I%ource Hkrlda Statlstlca] Abstract . ,
2Consumer Pri Index . -
e\s o - A
\ o |
\ ]
\\ -22-
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\ ., ~* TABLE 2
* 'STATE-LOCAL TAX i
1053 and 1975 ©  _ .. .o -

[

® ’ €

[y

BURDENS | ..

s - .

-

RIC

’ ; " Tax Revenue as 2 Percent . State Pergent Related lo U.S. Average’
r - . ‘e
L . . of;;sonal ‘ln‘com,e‘ L L (u.s_. 10?.0) ]
~ 7 . L . o Percent
o, e ’ B : ~ Percent .o lcresse.or
State and Region 1975¢ 1953 " Inciease 1975 1953 . Decrease (—)
UNITED STATES? Lo | 189 7.58 56.9 1000 1000 . . -
NEW ENGLAND ) 12,11 73@ 53.3 10,9 ¢« 104.2 -2.2
Connecticut " 1030 608 700 866 . 799 84
:Maine s 1370 895, 531 L1152 181 225 .
Massachysetts . 1312 877 496, 110.3 rs7 . -47
Nev: Hampshire 1001 828 209 |~ 842 1092 -22 9¢
" Rhade lsland 1155 702" Ba 5 971." 926 49
Vermont 1465 962’ 523 1232 126.9 -29,
MIDEAST 13.30[ . 7.46 78.3 119 984 13.7
Detiware 1141 - 421 1710 860 555 730
Naryland, 1195 633 88% 1005 835 ,2043
New Jersey 1108 6 59 68 1 932 869 72 .
New York : 1572 ;879 788 1322 tALE 140
Pannsylvania 1129 617 830 950 814 \ ° 1673
- ' w )
GREAT LAKES 1121 , 6.78 65.3 9¢.3 89.4 5.5
L—t1iinois 1184 637 85.9 996 840 1863 o
indiana 1164 708" 644 - 979 , 934 48 )
Michigan 1087 731 501 - 923 . %4, 43
Ohio - = 951 5 87 620 800 174" - 34
¢ Wisconsin . 1362 - 891 529° 1146 "1 s -25
PLAINS -« 11,57 825 402 97.3 1088 | -106 "
lowa ) 1170 +922 ° 26.9 88 4 1216 - -19 1¢
Kansas 1108 8™ 272 , 932 1149 -1894
Mianesota 1396 38 488 1174 1237 =-51 ¥
Missour 991 6 14 61.4 . 833 810 - T 28
. Nebraska " 1055 769 372 887 L1015 <126
» North Dakota 1203 1127 67 1012 148.7 gy ]
South Davota . 119 1079 _ 108 1006 142.3 -29 3¢
) (S
4SOUTHEAST 10.22 7.86 30.0 * 86.0 103.7 -171 .
“Alabama 959 790 370 80.7 ° 923 26
,rkansas - 987 792 246 830 1045 206¢ $
Flonida 952 920 ‘35 801 1214 2 -0
.Georgia -, 1002 T87 306 843 1012, (15,7‘ !
Kentucky K 1095 6 47 692 921 858 g )\ 78
Louisiana 1219 1043 D69 10256 ¢ 13 -25 54
Missiseiphi 1159 937 n 237 75 12 21 ¢
North Carelina . 998 8.25 210 a9 108, -220¢,,
South Carohna 1010 861 fa73 B49 - 1136 ° 253
Tennessee " 951 =~ 732 © 299 800 ' 956 ~17.24
Virginia © 1081 609 67.2 856 803~ 66
West Virginia . 1181 681 T 73.4 993 898 106
¢ . - - . \& PR
~ , /\ A =

Source: Advisory Commission en Intergovernmental Relationé,

Features of Fiscal Fedesalism, 1976 Edition.
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T T TABLE 2-A L 3 ‘
A b CHANGE IN STATE-LOCAL TAX BURDENS . .
» - . Y
) . ' ,BETWEEN 1953 AND 1975,
N - » - * “» . ~ i
- ) v - lad " - ., . -
- - ¢
- . N N .- - ’
’ . Delaviare” Massachusells | i *
«
Aloska . Texds |- ‘
e - S »
Maryland | ‘. + Minnesola_ C. .
¢ o ) v - .
N litinois | ) Wyoming |:: " ‘
Pernsyivania Washihgton |
b . L
. “New Yok ' 9'°9°“‘ e
am . X A
Wer: Virginia Nebraska
. . hpt A
. Hav.ali " Alabama |
. : )
) . Cunrecticut Geotgia .
. Cikiornia Utah |- '
Kentucky Teanessee . R
-~ New Jorsew . " Kansas |+
, . Vl}gima lo:wa : .
] - Rhcde Islang Colorado
indiana Arkansss | .
g
’ ' Ohio Mississippl | .- .
= Hontana ¢ " idhno [©
* L4 . . Id ~
B “Missour North Carolina o e
- " Nevada New Hampshire |-
* .7 4 .
.&\ Arizona IR South Cardiina .
. A ‘ 5 _ .
g Maine ‘ L Louisiana ’
'Y Wisconsin j' ' * Oklahoma ) ’
% ~ ~ -
. . New Mexco .South Dakota
_ Veutiont - North Dakola [,
o Michigan ) F . . ’
- Ng : tosida ..
. ) . ~ ) \‘ . - - 3 Lo
s A 4 S VIS IS SN U WS CH SV WA U I_LJ_LI_LJ
. . 80> 120 - W8 6 .. 120 175
R . Percent ‘ . - ;e é{“‘. . . .
b ) P .
. tAverage’ state-local \ax burdens rose 'rom 76 percant, to 11 nt. of persofial incomg~an increase of *
.57 percent. - , : . T R -
' . Source Table 1 - : te - s .
. . o . . X F
» %F;wo . o ’ . - ,-.‘ N ) i s N . &
- i’ \ . * B %Y a
to- Source: gAdv1sory Oomm.ssxon on Intergovennental‘gelauoms, mficang
o . Features ‘of Fiscal Federalism, 1976 Edition. '~ R
“ N ‘» . 14 e ‘ ~
A. ' ? ] ’D ' Lt . - - ’\ ’.‘ ,/ . \_
. Lt ‘e . ' » »
Q ‘ T A . ‘ -24- . ‘ ' . ,
ERIC . .- .- . : 27 - -
. . . -, T R . . '
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TABLE 3

PER CAPITA STATE-LOCAL TAXES IN

1975

State and Region

Per Capita Tax Revenue

{1978

2

)

- 1953

t
$-Percent

increase

v

- 1975

State Percent Related to U.S.

Average (U.S. = 100.0)

1953

. Percenl
increase or
Decrease (—)

NFW ENGLAND

Mane

N2w Hampshire

Vermont

Massachusetts
ode Island

Connecticit

MIDE£ST
tNew York
N- w-Jolsey
Pennsy jania
Detawar

N arylagd

GREAT LAKLES
Micrign
Ohl‘(?
)I}xdlana
Hhnos .
Wiscongin
PR 4 ’
PLAINS
Midnesota
fowa
K" ss0un
North Dakota
$outh DalBta
Nzbraska
Kange's
SOUTHEAST
 Virgmia
West Virginia
, Kentucky
Tennessee $
HNorth Carolna
Souh Cerolina
Geourgia
flonda
Alabzina
PSS 158401
Lowsiana
Ark insas

“  UNITED STATES? |

$665 60

715.37
64136
503 30
. 68875

78605

647 90
687 92

823 46
1,008 79

71407

640 52
73454
733 85

© 657.51
656 55
54102°
62128
755,11
737 14

621.86
767 73
632 61
514 86
627 09
548 90
574 84
633 04

489.51
554 €8
536 22
501 56
44097
1479 43
443 22

488 37

‘512 89
1392
45124
566 29
"40¢5 34

€

$13207

15105
128 28
127 67
136 90
167 11
12962 ,
141

149 81
184 52

14160 , |

11332,
¢ 10005
12091

13346
14604 -
114 Q1
129 82
13527 .
15582 -

131.98
15062 .
* 145 66y
1030
13253
138 85
12377
14577

95.25
8960
87 45
7838
86.78
95247
915
9455
13409
7462
€202
132.89
7900
A

404.0

378.6
400.0
294 2
403 1
370 4
393 7

870 -

449.7
4487
B8 -
46573
634 2
511-9 -

3827
3456
3745
3786
458.2
3731

371.2
409 7
334'3
399 8
356 0
2953

, 344’

334 3
* ¢
413.9
5191
5132
5399
4081
403 4
3610
4165
2825 ,
454 7
450.2 -
326 1.
4131

L

.

100.0

107.5 .

od 4
756
1035
‘1181
973
103 4

123.7
1516
107 3
962
110 4
1M 2

98.8
98 6
‘813
933
1134
107

93,4
153
950
77 4
942
825
, 864
951

73.5
833
806
754

’

[

663"
720

. 666
734

771
62%

lers

85.1
609

*h

100.0

1144

e

-6.0

971
96 7
103 7~
126 5
98 4
107 0

134
1397
1672
858
758
915

101.1
1106
"86 3
933
102 4
1180

989 "*
1140
1103
78 0
104 1
105.1
37
1104
721
678
662 -
‘593
657
721
728
716
1015
565
62 1

1006

-‘59/8‘ e

, 07
-2187
-02
-66
-11
-34

9.1
85
01
N VA
456
215

‘.23
-108
-58
51
107
62

,-65
11
139
-08
95"
218
S78
139

e

Soliree:

-

L4

.

.,

Teatures of Fiscal Federalism, 1976 Edition.
B S [4

.

N

+ =

¢
.

o8

25-

»
<

-Advisory Commission on-Intergovernmental Relations,

Significant -
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.Source: Advisory Commission on Intergove

. . 1 . '
_ ’ ° TABLE 3-A
. PER CAPJITA STATE- LOCAL TAX REVENUE IN 1975
. . A ) A
e - i .
» ' . T . -
[ K
N
2
"New York North Dakota E
= California Indiana o .
’ * Alaska Montana
Hawaii [e; Nebraska
Massachusetts [ Louisiana
* . Nevada . New Mexico
Minnesota . Yirginia [
i » Itiinois . South Dakota
! > ’ Y .
., Maryland Ohio
” i .
Wisconisin . idaho !
. J - Délaware |, .« West Virginia ! .
'y s . i,_—.__
i New Jersey |5 7~ Missouri | »
! s 1 1’
~Arizona - Flonda |
. T -
- P ¥/yom ngy Texas ] -
. o B
. . Nermont [ New Hampshire [ N
v -~ ’ T -
' Wastungton },, - . Utah i
Connecticut kentucky IT .
. . - Michigan Georgla } . T
. Rhode Istand |7 - Okishoma |’ } o
Oieg& ; North Carolina : .
! R . 4
. . - Maine Mississippi J /
. Pennsylvania }/ South Carofina }L B
. » Colorago Tennessee |- ! } - .
, tows Alabams J'* J' \
" Kansas Arkansas N l
PO [ NS (SN VA S S W Lt 1A 1 1 4
0 200 400, 630 800 1,000 1200 . 0 200 400 600 800 1,000 1200
Dollars ‘ , 'Dollars .
. » : - . . - . s
v ii Source. Table 2 1The state distnbution of actual total Tocal government tax revenue 1s estimated.
R . . ©T, . . . ~ ."' )i L '
0 . - , . P ,L - «
- s, . '.. - ‘

rnmental Relations ’

Significant

- ‘ Features of Fiscal Feferalism, 1

.
5 . . .

O ° - . I} -26.-
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’ » ST IR " . ‘ ".’. e T
o ) _ TABLE 2 - ' |
4 - ~f . SALES TAX oo%gg_rigr_}li IN FLORIDA o SRR
' ‘ ~ M i REALr SALES % CHANGE IN *
. YEAR SALES TAX _  REAL SALES TAX  TAX PER CAPITA , REAL PER CAPITA - .
\‘\Fnaeusaﬁls)i.'('lhousands) g SALBSTAX _
1960 § 171,368 § 193,199.5 390 : e
R .1961" cooowo2ss, as00fy 365 - 6.37 :
e. 1962 181,70 20B553.0 37 " Le7 4"
-, ,1_9,65‘. B '_’.;1‘941,,"339 208,657.6 .3 =~ a
B YR éécj_!qg-l' 27,6329 42.8 - 14,74
1965 2'60"524 25,6868 . - 46.2 : '8.04
1066 283,050 . 391,203.7° * ;. 47.5 7 2.62
1967 300,873 300,873.0 47.8 . .87
. 1968 " 357,683 +  343,265.8 © o529 10.52
: 1969 573,779 -+ 522,567:4 78.0 47.53
970+ 658,107 . 56§,947.5 826 T $.85 ’
1971 - 715,19?. 580;605.1 “82.8 29
Y75 875,768 698,037.0 . 94.0- | 13.41 ‘
1973, 1,041,145 - 782,227.6. .+ '100.0 6.17
1974 -+1,196,342 - 809,981.0.  ,  98.2 -1.52
1975 1,199,521 174-4%19.7 e 0.6
’ - " N

Ll

1 . N - - )
Source: 1966 and 1976 Annual Report of the Gomptrpller.
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: TRBIE S -
GASOLINE TAX COLLEGTIONS IN FLORIDA

\ _ 1o6gmo7s -

' * GASOLINE TAX . REAL GAS TAX.  REAL GASOLINF .
YEAR (Thousands) 1~ (Thousands) , °TAX PER CAPITA
1960 *  $ 119,630 5 1134,880.5 Y
1961 112,810 R 1;2069.2, 26.4 .

1962 T - 127,915 * 141,186. 5 26.2

\,__\igc;s | 13‘4“, 652 146,839.7 %. 2.
1964 .'1§1,54o , 152,357.4 26.3
1065 * 150, 380 1593132.3 u
1966 150,855 164,459.9 . 6.8 g

" 1067 165,‘19‘55 . 1169,155.0 9.0
1968 181,090 ©173,790:8 26.8
1969 '19(3,675 179,121.17 . 26477-

1970 £ 212,977 183,127.3 267
i9?;1‘ 232,041 . 192,.637.1, 27.0
1972 ~ 287,982 ; 229,834.0 3.9

973, 325,297 _24§,4oa.’5 o B
1974 331,532 ' 224,463.1 27.2"'./~ '
1975 338,297 209.,861.‘7. T

rource: 1966 and 1976 -Annual Report of the Comptroller.

L ! . : '
_ \ )
_— . . ‘
, ) . =
/ * '
. ' 5
/1
- N ¢
. 1 N
«s
:' - K4 . N
4 ‘ ‘ .
-28-

A

% CHANGE IN

GASOLINE TFAX
v T 3.24
- .79
.38
/.‘
.31,
1.36
SR 1)
&% N
, .37
Pty .47
=12
- .08
.95
14.50
.86
-12.66
- 9.11
=i
1
f
' Vo
) /
\‘ P4
/
S

' REAL.PER CAPITA. .
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' TABLE 6. @ . g
B.EVERAGE TAX AND LICENSES COLLECTIONS'IN FLORIDA r—- RN
1960-1975

A .

.
. -
s e aay PO

*n P ' >

%CH,‘E IN' =

L BEVERAGE TAX . °REAL BEVERABE TAX. REAL BEVERAGE TAX REAL BEVERAGE TAX .
yg‘ AND 'LICENSES AND LICENSES _ *  AND LICENSES * - .-  AND, LICENSES
(ﬂwwmﬁﬁ/( {Thousands) _ PFR CAPITA & PER CAPITA |
wow , . . i . > .
1960 §d7,360 8. 53,393.5 . . /10,78 g : .]?
: - N N - . . s . q )
1961 48,977 54;661.8 10.51 . - 2.53
" 1962 51,936 225 (0 T U S B .99
- . M R N -« ~ .
1963 .53,917 -58,797.2 1n.51 ¢o- .99
Vet ) 4 .« 2 ‘ . P . d . )
1964 65,579 70,5910 .. 12.20 . . .16.07
1965 - 70,249 74,337.6 17 12.46. Lo 2.20
1966 1, 74,89 " 77,053.5" 12.55 — 70
- - . ’ . B Y ) . e . -
11967 79,697 . . 79,69%.0 12.67- .93 ‘
1968 « 99,207 86,5710 13.33 e vYsas s
. f': M . -~ . N
1969 110,642 100,766. 8 ) 15. 04 12..80
~ - - .: " ‘ .
970 7 122,950 "105,718.0, © 15,42 - ©2.54
'. . ‘ - . .., - s . . . s *
, 197 130,803, - -~ 107,834.3 15.14. - 1.81 g
, - e 1
1972- 150,274 119,931.4 - 16.11 8,41
(. 1973 165,897 124,640.9 1588 . s L1410
1974, ~ 180,320 122,085. 3 14.80 - 6.85
. . - . -
1975 184,576 114,501. 2 13.49 - 8.82
1 : . o
® Source: 1966 and 1967 Annual’ Report of the Comptrolter.
. . : / i ., // ~
2 R
, -/ '
{/ - 4 B
.o ' |
- & . - ?" 4 .
s . Y
Y s g 32 /
K . . ./:‘ . , P . » ! .
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d .-
. TABLE 7 ‘
- - MOTOR VEHICLE 'LICENSES COLLECTIONS IN FLORIDA , -
' 1960-1975 > "/
. )
~ 53 I
. REAL . e
_MOTOR VEHICLE  MOTOR VEHICLE S . " ' CPANGE IN
LICENSES LICENSES REAL MOTOR VEHICLE®  'REAL MOTOR VERICLE
YEAR (Thcusands)1 ‘(Thousands) LICENSES PER, CAPITA LIglfINSES PER CAPITA
190 §50, 862 - § 57,341.6 16 o
11961 51,854 57,85¢.4 - 1181 = 3.94
- 1962 54,856 - 60,525.4. 112 , \ 77
1963 57,648 -62,865.9 - 11.2-° .25
’ [ 1}
1964 83,544 '89,929.0 ~ 15.5 38.30
1965 90,275 '95,529.1 ' 16.Q\ . - 3.09
1966 86,174 88,656.4 " 14.4 ” - 9.84
1967 94,133 94,133.0 15.0: - 3.61
1968 80,624 77,374.3 11.9 L2037
1969 * 77,360 ', 70;455.4 10.5 - T e 211,76
1970 . 92,806 79,798.8 1.6  ° .. 10.70 - 432- .
1971 116,453 96,004.1 13.5 £y —15.81" \
1972 133,632 106,649.6 14.3 © 6.28
. - . - bt ¢ .. '
1973 | 150,192 112,841.5 ~ 4.4 . A .37
1974 166,113  112§866.5 13.6 . - 5.21
. 9 -
1975 175,624 108,947.9 12.8 - 5.82
1Séurc_e: 1966 and 1976 Annual Report of the Comptroller.
' '7 ! /r =t
- k3
— . | * oy (
¢ ) ' * . iy
L v 33
. . ./
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: A . fABLE 8/ A o LT
o ‘ RACING' TAX COLLECTIONS IN FLORIDA - . o .
. . . 1960-1975 \ A .
' ", . REAL RA@ING ' REAL RACING % CHANGE IN
© o RACING TAX L TAX " TAX PER REAL RACING .
YEAR (Thousands}) (Thousand_s) CAPITA TAX PER CAPITA
[ . . 1960 $26,977 . $30,413.8 - 6.1
1961 26,146 29,180.8 ° 5.6 't - .. -8.65
| : . . . ! Ld . 4
1962 | 27,686 30,558.5 5.7 < 1.86
. 19&3‘ " 28,581 ' - 31,1619 ,c 56 b 1,56
1964 _ 32,816 . 35,324.0 . 6.1 . 9,57
’ ) \ v ’ : . - .
1965 35,880 | 37,968.3 _ 6.4 ° . 4%31
’ _ . . . ' . - . \
1966 38,759 39,875.5 6.5 * 7 2.03
1967 . 39,253 7 39,253.0 " 6.2 SR SV
1968 42,693 '\ 40,972.2 . 6.3 . 1.12
1969 ° 47,929 43,651.2 6.5 . $3.25
0 * - .
1970 . 51,642 44,404.1 6.5 - .58
: ) ' - ¢ s
1971 56,021 46,183.8 6.5 12 - .
1972 61,610 49,170.0 "6.6 1.86
1973 67,550 50,22}/3 N %5 2,09 .
. 1974 76844 - os2,0%71 0 L e3 T T  L lasl .
¢ pers 81,161 50,348.0 5.9 , -5.92, .
- \ ' B LI ‘_ ,
/ Sotirce: 1966 and 1976 Annual Report of the Comptroller. . -~ . ' ‘
. - T .y L ' S
4 S ) ~ ! ‘ B )
<4 o ‘ 34 . . .
J At / . ‘




" TABLE 9
. CIGARETTE TAX COLLECTIONS IN FLORIDA
1960-1975 -

-
-«
.
[

' : - § CHANGE IN
CIGARETTE °., REAL CIGARETIE - REAL CIGARETTE ' REAL CIGARETTE
YEAR TAX - AX - -TAX PER CAPITA  TAX PER CAPITA
' (ﬂ'housands)1 (Thousands) . oL
1960 317681 . 35,717.0 AR
1961 " 33,629 37,5324 7.2
1962 34,914\\; 38,536.4 . 7.%
1963 35,772 D 39,0008 . :
1964 ss,aQr-- _ 59,939.7 4.
195 57,653 . 61,008.5
1986 58,719 60,010,
1967 60,813' " 60,814,
1968 - .71,456 W 95;5791
69 100,427 99,660.

£ 1970 ~108,455 - 93,254,5

122,087 100,648.8
146,288 116,750.2

. 160,062  y 120,256.9 ' 15.3 : -
% L
174,240 117,968{9 -

176,948 . 109,769:2 . 12.9

AP . s

1: , s - ) - '.“.- . ) .
Source: 1966 and 1976 Annhal Report of the Compttoller.
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_ CONSTANT  POPU- C.P.I.
LATION -
B 3
Sales Tax -9.7470* 1.4110* -1.986
: (1.82)  (1.28) (2.673

¢

Gasoline Tax 5.4771 ~ -.4672*%  -.9969
_ 2.61) (1.17)  (4.96) -
* Beverage {;x -7.9540 * 1.1454* -1.3605 -

and Licenses (1.82) (1.27) = (3.72)

. ’. * .
Motor Vehicle -16.8191* 4.0893* 7250 *

. Lincenses (-1.02) (1.58) (.45)

v 1
L4

Racing Tax -1.8262*% 1.1169 1547 *
(.6140)  (2.12) ° (.65)

Cigarette Tax .1453%  .8435*% -.1893*
(- 03 (.68) (.37)

-~ s “a
t-Ratios. in Parentheses -
* No ’stat15t1ca{51gn1f1cance at 95 percent level.

[ 3

ESTIMATES QJ-' POPULATI(N PRICES AND PERSQW\L INCOME EFFECI' S ON T-'I_.ORIDA REVEMIES

PERSONAL r T *r S by D.W. F r:
INOME L 203 _ © . RATIO +°
t. ~ . - ° L . . “
10405 . 5932 e 07647 2.44 9906 .998 /|
(2.15)"  (6.98) . .73 , - -

TABLE 10

1961-1975

-~ - - t

- . .
- - . ’ Y \

1.1030 1939 \ 2.32 -*1335.5  .998 "
£6.69)  (9.10)
9565  -.1393 .0183% 2.75 625.8 097
(2.43) 7 (3.03) (.50 '
-.7939% 2378 % -.1796% 1.20 34,9 .95k "
(.75) (1.6370) (1.41) s
. . L4

0765 - .

1221.6 .

.. .2665% .0817# 2.07 .998
(1.24)  (3.1609) (1.58) '
©.3202% (3547 4069  .1385 . ©2.36 593.6 .997

(-60) (6.18)  (7.31) (2.84) . AR

L) =

-

w“llnh

r
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. S : . | . TABLE 11
S ) ESTIMATES OF LONG-RUN STh
. 1961-1975
REAL REVENUE - | . .
COLLECTIONS CONSTANT T ri T, r
- > ! 3
Sales Tax . 7.343 ‘078 $.B61 &
(13.56) . (9.41) (5.93)
Gasoline Tax .  10.009  ,.032 -  .106 . .
(33.139)  (6.59) . (2:38)
\ . - ‘ . (\r
Beverage Tax 7.387 °  .058 L097%
and Licenses (12.52) ° (6.37) (1.46)
Motor Vehicle .. 8.586 ".039 .331
Licenses (11.69). (3:31)3 (3.19)
Racing Tax ) 8.404 - .031 L1190
: (36.04) (8.22).  °(5.22)
Cigarette Tax 6.802 o2t 436 409 1.132
_ - (1%5.85) (1.11) (8.52) (7.99)  (2.74)

-

t-ratios in parentheses. «

*-No statistical significance at 95 percent level
» .

- i : /

~ T

a

ILITY FOR SELECTED FLORIDA TAXES:

. .
b, Srt.
:0282*°  .0503
.526)

0438
065% L0548
.13)
225 003
.04)
.031% L0203
.19)

.0357

D.W.

1.38
4

.97

. b
R RATIO

990 348.1

v

-

" .937 189.4
+.961 9q.9
.818 16.5

»98%®  297.3

992 6.4

49.3
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TABLE 12 .
ESTIMATES OF SHORT-RUN STABILITY POK SELECTED FLORIDA TAXES

1961 1975

CONSTANT .

-4;925_.2.41435 © 1472361
. 5 (2.54) -(1.98).
2.8070%

’ B e ) .

.Gasbtihe Tax -5.4050 -1.44
Yo Ly (2.98) (3.9 (1:87)
Beverage Tax -2.0456% 1.3093 -, 1.9032% .-
and Licenses - . (.84) (2.92) (.56)

21.4022
(1.79).

Motor Veliicle * -1.1062+ . 0864* -
Licenses (.14) . . '(.08)
P s e

s .

RécingyTax .

-4.1572 L6771 3.3 *
(1.90)", (1.98)  (1.15) .-

.376929% 1.6743*

” o 5.4680F  4e344

~ Cigarette Tax.

1 e . ,
- ¥

: t-ratlos*m parentheses.

' ’
| -*No statistical signifieafit at 95-percent level.

o ‘L’{)\ 93" L3N (.32)

_

Partial
Coefficient
~of Determi-.
ubg - "~ nation

. - .
. ® i ’_

N 4

-9.1284* .26
1.07)

.

-3.4252% .43
(.85) - -

‘ \i .v . .
-22.1726° . .00
(2.24)

v

-1,3478*

(; 569

616t |
(:62) ° -




