I'HESE CLIFRING SERVIC I

1-B0C-474-1111
b 3987 Y

Mission, TX
Mission Progress-Times
Circ. 2536

" JAN 3 - 2003

Raising Taxes Is No
Solution To Shortfall

By JEFF M. JUDSON

Texas Public Policy Foundation -
;Suggesting that the poor can be helped by
:raising taxes is as bankrupt a proposition intel-
‘lectually as it is fiscally.
. The Center for Pyblic Policy Priorities, & left-
“leaning think tank that often sees more govern-
- ment as the solution to all ills, recently proposed
© increasing sales, [gropeny, franchise and cigarette

taxes by more than $6 billion to solve Texas'
projected revenue shortfall. While CPPP might
believe Texas can raise and expand taxes without
doing economic harm, the research is undeniable:
taxes hurt the poor and wﬂl reduce economic
growth.

Like all of us, CPPP executive director Scott
McCown—best known as the state judge who
gave Texas the "Robin Hood" school finance
scheme—wants o help the less fortunate, Unfor-
tunately, his reme.dy is like using a hammer to
cure a

Economists investigating state and federal fis-
cal policy have clearly demonstrated that tax in-

creases have a negative effect.on.the growth of -

pessonal income, especially at the - margins where
the poor reside,

1% people wrong}y believe businesses pay
taxes. They do net. So-called "business” taxes are
paid mostly by customers and employees, and
least by owners, Worst of all, such taxes are in-

" visible to the consumer, hidden in the cost of the

. product or service being purchased, Studies con-

. ducted by economists around the nation and world

- find a direct link between high taxes, reduced job
. opportunities and higher unemplbyment.

:  When taxes are too high, jobs are either lost,

1 not created, or moved out- fj state. Indeed, over

; the past decade almost two million people have

; fled high-tax states and moved to low-lax states

. like Texas—one of the great migrations of hu-

* man history, according to economist Richard
i Vedder who discoversd the phenomenon.

{  The CPPP study. calling for more taxes state$

ithat "Personal income reflects the ability of Tex-

gns to'pay taxes." Sorry, but that brand of eco-

ofnicg hasn't held water since the Berlin Wall

11, Pérsonal income is the measure of personal

productivity and nothing else.
Increasing taxes reduces productivity and ulti-
mately economic opportunity,

limit the growth of

A recent analysis of the 48 contiguous states
by Dr, Vedder showed poverty was greatest in
siates with more government and higher taxes.
Conversely, poverty was lowest in states with
low taxes less government, Taking an addi-
tional -$6 billion from private investment in the
Texas economy and giving it to the government
will emulate the models of New York, Mas-
sachusetts and Germany, which have learned the
hard way that these types of tax-and-spend poli-
cies destroy human prosperity.

‘The choice for Texas is not smply between

raising taxes or shutting down nursing homes
and Jetting the poor die shivering in the cold with
no health care. The third way is t¢ increase pro-
ductivity and do more with less, something that
is done on a daily basis in the private sector.

The state should begin by taking seriously

Carole Keeton Rylander's "Yellow Pages test.”
Where the private sector is doing something
more efficiently than the government, then the
government should outsource that function to
save money,
- Just-a-few- —then-Governor Biish tried
to outsource Medicaid eligibility screening in
Texas but the Clinton administration re; his
request. This one project would have saved hun-
dreds of millions of dollars for Texas taxpayers.
Such ontsourcing opportunities exist in virtually
every state agency but have never been seriously

As the Texas Legislature gathers £or work in
January, the oné thing they must do is 8lear:
Don't mess with Texans' taxes, The state must
g and seek cneatwe
ways to reduce expenditures at every level.

That Texas has weathered the economic down-
tumn better than most other states is due almost
entirely 1o its low-tax burden. Job opportunities
have been more plentiful in Texas primarily be-
cause it costs less to do business here.

More taxes are not the answer, they are the
problem,

(Jeff Judson is president and CEQ of the Texas
Public Policy Foundation, a non-partisan re-

search institution.)
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Tzlau, Saturn’s largest moon, is the ordy

moon in the solar system knowr 10 have gn
atmosphere of any substance. v




