B _slgmficant improvementin state finances. for :

. Cture and approved hy a constitutional amend- §

i ] 'mlddle-mcome households by reducing the
0 - sales tax and responsibly.increasing:1 the ine:

|- come taxpayers. -

ﬁ fdidn’t have te.be this: way R B 5
i That is the opening:ofa pungent analys;s. :

ol Louisiana’sblunder in delivering huge »
- income tax cats whﬁe the state was on the

.- brinkof recession. : i
© o And while there's a good case fcn cuttmg

- someigtate. spendmg and; vaStly mcrecismg

.- efficiency in state. government ‘the-factis wino
_-that today’s-budget crisis isin sxgmﬂcant :
. partaself: mfhcted woun because of in
B cnme tax ciits.::
- Tt was not, purely and srmply, acase of

= “out—obcontmi spending,” a favored phrase o

T Robby.Jindal when he was campaugnmg

fargovemm An:2007::
.- The Lonisiana. Budget P o;ect released a
- newreport on the repealof: the Stelly.mcome. :

" tax reforms.. s . G

- 'The full report 15 avaﬂable onhne
httpwww, Jabudget. orgllbp : s
- Named for. then-Rep, Vic Steily, R.Lake .
. “(harles, the 2002.xeform plan — - the most:

- " rnanyyears —wasadopted by the Legisla- -

- ment by a majority of the state’s voters;: o
< The state eased the obligations of-low- and s

- come: tax:on those best-ablefo pay.
+‘The plan was frevenue-nieutral,” meamng _
. .the decreases: in; sales t;iX revenue was offset ;-

i _neuu al forever:

. Over fime; | the xevamped 1ax structure
wauld have grown-with-the economy.: S
’l‘hat’ i hat: reabonable tax systems should o

- The StellyPlan: ehmmated state sales tax

._on esidential utilities; grocemes and medi-;
_cines;and it imposed limited increases inin
- come taxes primar 11y affectmg upper~m'

~4Everyone paid: lower sales taxes ag A
' -suli but because low-and middle-income: . -
“‘households have to devote alarger percent-i: -
age of their income to nécessities than do the -
wealthiest:households, they got the most ben- :
* efit,” the LBP xeport: uoted . -
-To offset the loss of revenue fx nm sales 'tax :

T eaempnons Stelly made two changes to the

state; income tax: eliminating: taxpayers abxi ;
ity to subtract:from:their state taxablein-
~come federal itemized deductions exceedmg

 the ‘standard deduction; and altering the tax

. ‘brackets so the top rate would take effect at .
$50,000 of mcome for Jomt fllel 5 mstead of
: .$100 Q00 s
odtwas pmgx esswc 1cf0rm in the fmest
L sense of rhe word and 11 had bipartisan sup-
‘port. :

L -pamsan mistakes weremdade by lamnakers .
- and'Goys:Kathleen Blanco and Jindal. -

" efit was reinstated on a phased-in basis
T change was the most egregious error of the

Jo0 dwogas generdlly it-wasthe: h1ghest—earnmg _
. .'iamllles who got-the benefits; about-a fifth of

*turns: Then; in 2008, Jindal signedia repeal of E
" the changes in income tax brackets. : i

i :' : : ‘was the stupidest:way to-do 50, by. simply:re<

Lo the income tax system;though, requires-
o 'ehmmatmg thebig breaks:for. mgh»mcome i
" "earners; those who benefit from the xtemazed A0

_ as everyone withan ounce of sense saw-that.
- Louisiana's post-hurricane boomin staterev-;

.- “enue, as wellas a year-of yecord.oil pmces g
. wouid not fuel state spending forever.: :

.. “fall for Fiscal Year 2010 is $567 million. That '

 fall for.the next. two flsc;al years Would be
' substantaally Jesg i e

R
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- And itlasted'only a couple of years, as bi-.

= 1n 2007; the.excess itemized deduction be
lawmakers and signed by Blanco. That:
state: taxpayers jtemize on:their federal res i ¢

-If one had wanted to-cut income taxes, thls 5

yerting to. the pre-Stelly:levels. Refﬂrmmg

deductions provisions: The Legislatureis:;

. nothing if not subservient: to the uppe1 —1n~ y o
come: people in-our state,’ i

. But both repeal bills were doubly 1gn01 ant _:'

i How bad:anidea? The LBP report: “'l‘he s
smte s April estimate of the revenue: short-: o

is$82:million less than the projectedcostof
the Stelly roltbacks for.the year. In other

" words; had the state not enacted the Steily
. rollbacks; it would nothave faced a Fiscal -

Year:2010 budget shortfall<—and the: short~ -

H

A self-inflicted wound that should have ‘
been avmded




