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The 2013 Legislative session is likely to 
be remembered more for the bills that 
failed than the ones that passed.  

Gov. Bobby Jindal’s tax-shift package, 
which proposed to eliminate the state 
income tax on individuals and corpora-
tions while making up the lost revenue 
with higher and broader sales taxes, 
never got a hearing at the Capitol after 
legislative leaders determined it had no 
chance of passing.

And efforts to expand Louisiana’s Med-
icaid program to cover an estimated 
400,000 low-income adults with private 
insurance died in the House and Senate 
amid determined opposition from the 
governor and his allies.  

Both initiatives had the potential to 
bring fundamental, long-lasting change 
to the Pelican State, one for the better 

and one for the worse. The Medicaid 
opportunity would have meant a histor-
ic shift away from the two-tiered system 
of health-care delivery that has existed 
in Louisiana since the Huey Long era. 
The tax plan would have shifted more of 
Louisiana’s tax burden onto middle-class 
households and businesses and com-
promised the state’s ability to balance 
its budget in future years. 

Instead of major change, the Legislature 
tinkered around the edges of Louisiana’s 
tax code and reshuffled the state bud-
get with help from an improved revenue 
forecast. Legislators made procedur-
al changes to the state budget, added 
some money for schools and agreed 
to protect billions of dollars of annual 
health-care spending from future bud-
get cuts.  

Unfortunately, policymakers did noth-

ing to address the state’s long-term 
structural deficit – the gulf between the 
state’s annual revenues and the cost of 
providing basic services. This chronic 
imbalance has created a situation where 
the governor and Legislature find in-
creasingly creative ways to patch holes, 
and this year was no exception. 

State revenues are at a 20-year low 
when measured against the overall 
economy, and this revenue shortfall is 
poised to continue indefinitely. A coali-
tion of House members made a brief at-
tempt at raising new revenues this ses-
sion, but their efforts were quickly shot 
down under pressure from the governor 
and his allies in the business community.    

Until this fiscal imbalance is fixed, and 
legislators agree to look at revenues as 
part of the solution to the state’s fiscal 
woes, the status quo will only continue. 

Introduction
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The Legislature showed rare indepen-
dence as it considered this year’s bud-
get, and made considerable changes 
to the plan submitted by the governor 
in February. They sharply reduced the 
amount of one-time dollars going to 
recurring expenses, and agreed to 
a few modest revenue-raising mea-
sures. Unfortunately, the revenue bills 
were offset by ones that will grant 
new tax breaks, so the net result is a 
budget that ultimately does little to 
move Louisiana forward. 

Gov. Bobby Jindal’s original executive 
budget called for eliminating more 
than 10,000 state jobs – mostly in the 
LSU public hospital system – and re-
lied on about $424 million in patch-
work “one-time” financing from things 
like property sales and various state 
funds to keep the budget ostensibly 
balanced. All of the one-time money 
was plugged into the higher educa-
tion budget, making Louisiana’s public 
colleges and universities uniquely vul-
nerable to cuts in case the one-time 
dollars failed to materialize. 

The budget got a cool reception at 
the Capitol, where a coalition of con-
servative “fiscal hawks” joined forces 
with the Legislative Black Caucus and 
Democratic leaders to craft alterna-
tives. The first alternative plan called 
for eliminating all of the one-time 
dollars in the budget, replacing them 
with a combination of new cuts and 
more than $300 million in additional 
revenues that would have come from 
scaling back various tax breaks by 15 
percent. 

Although the House budget blueprint 
had serious shortcomings, it also 
marked a breakthrough: It was the 
first time in at least seven years that 
a bipartisan coalition had coalesced 

around the idea that additional reve-
nues were needed to solve the state’s 
budget problems. Unfortunately, it 
proved to be short lived. 

Within hours of its unveiling, the 
coalition plan met with sharp resis-
tance from the governor, along with 
members of the business community 
whose tax breaks it threatened. Legis-
lators quickly got cold feet and began 
working on Plan B.  

A revised version of the House budget 
replaced most of the new revenues 
with a more modest set of tax bills. In 
place of the revenue measures, House 
leaders crafted a $200 million tax-am-
nesty program designed to entice in-
dividuals and companies to pay past-
due taxes by forgiving penalties and 
interest. The money from the amnes-
ty program – created through House 
Bill 456 – was included in the final ver-
sion of the bill. It will be deposited in 
a new fund and used to support the 
Medicaid program. 

It’s frankly doubtful that this amnesty 
plan will raise as much money as its 
sponsors envision. The Legislative Fis-

cal Office, which provides official esti-
mates of the fiscal impact of various 
bills, declined to venture a guess as to 
how much would be raised, but gave 
strong indications that it won’t ap-
proach the $200 million benchmark. 

And while the Revenue Estimating 
Conference will have the final word on 
whether the amnesty dollars should 
technically be considered “one-time” 
money, since the program will run for 
three years, there is no dispute that 
the state is balancing its budget with 
money that won’t be available in fu-
ture years – the very problem that an-
imated the fiscal hawks to begin with. 
In fact, the Fiscal Office said, it may 
have the effect of reducing tax collec-
tions in future years.  

“(The) essential effect (of tax amnesty) 
is to shift collections forward in time,” 
the Fiscal Office wrote in its analysis 
of the bill. “Revenue collections are 
greater than otherwise in the year of 
the amnesty but then likely to be less 
than they would otherwise be in sub-
sequent periods.”  

Helped by an improved revenue fore-

Budget and tax bills
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cast – which gave legislators an ex-
tra $155 million to use in FY14 – the 
last-second compromise included an 
extra $69 million for public schools, 
with half of that money earmarked 
for teacher raises. This marked the 
first such increase since 2008. Legisla-
tors also included extra money for the 
state’s private-school voucher pro-
gram, which is projected to cost tax-
payers about $46 million in 2013-14 
as more than 8,000 students enroll.  

The budget compromise also included 
several small-scale revenue measures, 
which so far have not been signed by 
the governor. Any revenue raised by 
these bills is expected to be offset by 
money the state will lose from new 
or expanded tax cuts that were also 
approved and sent to the governor’s 
desk. The revenue measures include 
House Bills 571, 653 and 705.

These revenue-raising bills were 
offset by bills that will add to the $5 
billion that Louisiana spends annually 
through the tax code through various 
credits, deductions and other loop-
holes. They include House Bills 726, 
483 and 682. 

Two other revenue-raising measures 
deserve special mention, even though 
they were not a part of the budget ne-
gotiations:  Senate Bill 242 and House 
Bill 629.

The most disappointing failure on the 
tax front was the lack of progress in 
controlling the growth of the Motion 
Picture Investor Tax Credit. Louisiana 
is one of 43 states that subsidize film 
production, and the state’s program 
is considered the most lucrative in 
the country. Productions that spend 
more than $300,000 qualify for a 30 
percent tax credit on in-state spend-
ing, and a 5 percent credit for payroll 
costs. Numerous studies have shown 
that the program produces a poor re-
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•	 House Bill 571, which tightens the rules on the state Enterprise Zone pro-
gram so the state will no longer be subsidizing part-time jobs. Although 
Louisiana would still allow the credit to be claimed for retail jobs – which 
no other Southern state allows – it would restrict the ability of  mega-re-
tailers such as Wal-Mart and Target to claim the subsidies and would re-
quire companies to hire more workers from designated “enterprise zones” 
in order to qualify for aid. The changes could mean $6 million in revenue 
for the state that otherwise would be used for retail subsidies. 

•	 House Bill 653, which tweaks the “vendor’s compensation” program that 
pays retailers for collecting sales taxes on the state’s behalf. Total revenue: 
$4.3 million a year.

•	 House Bill 705, which gradually reduces the scope of the state solar energy 
tax credit until it sunsets completely in 2018. Total revenue: None in FY 
14, but savings to the state will begin the following year and increase each 
year until the program is terminated.  

•	 House Bill 726, creating the New Markets Jobs Tax Credit. This program 
provides incentives for private businesses to invest in low-income commu-
nities, and comes with provisions that limit the credit’s cost and mandates 
a sunset date. Cost: $7.7 million in FY14; $24.7 million over five years.  

•	 House Bill 483, which modifies and extends the existing tax credit for mu-
sical or theatrical infrastructure projects, which was set to expire on Jan. 1. 
Cost: Indeterminate. 

•	 House Bill 682, which expands the existing sales-tax exemption for gold 
bullion and collectible coins to include purchases of less than $1,000. Cost: 
Negligible, likely less than $100,000. 

•	 Senate Bill 242, which authorizes a 1.75 percentage-point increase in the 
hotel/motel tax in New Orleans, with most of the proceeds going to the 
New Orleans Convention and Visitors Bureau. The tax would be paid by 
tourists and business travelers, and would only be collected by hotels that 
voluntarily opt in. It would give New Orleans one of the highest hotel sales 
taxes in the country. 

•	 House Bill 629, setting up a new office in the state Department of Reve-
nue dedicated to recovering money owed to the state. Supporters of this 
program believe it could raise anywhere from $22 million to $36 million 
a year – and up to $200 million over five years – by emulating practices 
that have worked in other states. While it’s far from clear that those pre-
dictions will come to fruition, what is certain is that the first $5 million in 
delinquent debt that’s recovered will be used to train a new class of State 
Police troopers. The Louisiana State Police has gone without a new trooper 
class since the 2008-09 fiscal year, but the debt legislation would set aside 
money in three consecutive years to train new peace officers, making law 
enforcement one of the clear winners in this session. 

Major tax-related bills



turn on investment for state taxpay-
ers, even as its costs continue to grow 
every year and is now approaching 
$250 million per year.

Prior to the session there appeared 
to be consensus that action was 
needed to at least control the growth 
of the program. Gov. Bobby Jindal’s 
plan, which was part of his larger 
tax package, involved capping the 
amount of individual actors’ salaries 
that the state would subsidize at $1 
million. 

Rep. Ted James, D-Baton Rouge, had 
a more aggressive bill that would 
have cut the state’s tax credit for film 
production companies from 30 per-

cent to 15 percent. 

After months of negotiations, movie 
industry representatives agreed to 
support a measure that would re-
duce the movie tax credit for out-of-
state investors to 25 percent from 30 
percent, while lowering the thresh-
old for local producers to qualify for 
the credit. But this compromise bill 
never got a hearing in the Senate 
committee to which it was assigned. 

In the end, the powerful influence of 
the movie industry prevailed, as did 
the status quo. The end result is that 
Louisiana’s film subsidies are des-
tined to keep growing unchecked, at 
the expense of other investments.
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Transparency and procedural reforms
Perhaps the most positive development 
of the session was the bipartisan con-
sensus that developed around some 
procedural reforms, and the passage of 
legislation that adds critical oversight 
to the administration’s health-care pri-
vatization efforts. Two of the bills that 

passed, and were signed by the gover-
nor, are virtually identical to legislation 
that was previously vetoed. 

The budget compromise also included 
several bills sought by the fiscal hawks 
to restructure the budget process. One 

measure requires separate lists for dis-
cretionary and non-discretionary ex-
penses in years with revenue shortfalls, 
while another required the state’s Rev-
enue Estimating Conference to include 
the balances of state funds in its reve-
nue forecasts. 

Three noteworthy bills:
•	 House Bill 316 This measure requires state agen-

cies that administer tax breaks to provide a re-
port by March 1 of each year that evaluates each 
credit and whether the state is getting a return 
on its investment. The bill is similar to one that 
Jackson steered through the Legislature in 2012, 
only to have it vetoed by the governor. 

•	 Senate Bill 55 calls for the Department of Health 
and Hospitals to provide detailed information 
each year about two areas of the state Medic-
aid program that have been privatized in recent 
years: The Bayou Health program, which serves 
the majority of Medicaid recipients through 
five privately managed health plans; and the 
Louisiana Behavioral Health Partnership, which 

coordinates an array of mental health services. 
The governor signed the bill after twice vetoing 
similar measures in previous years. 

•	 House Bill 131 This is a constitutional amend-
ment that’s designed to close a loophole in state 
law that currently allows certain tax-cut bills to 
be considered in even-numbered years when 
such measures are not supposed to be debated. 
Current state law says tax bills should only be 
debated in “fiscal” sessions held in odd-num-
bered years, but politicians have gotten around 
that prohibition by introducing bills that provide 
tax “rebates” and other incentives. The consti-
tutional amendment, which goes before voters 
in 2014, would tighten this prohibition and help 
ensure that tax discussions are only held every 
other year. 

“It’s frankly doubtful that 
this amnesty plan will 

raise as much money as 
its sponsors envision. 
The Legislative Fiscal 
Office, which provides 

official estimates of the 
fiscal impact of various 

bills, declined to venture 
a guess as to how much 

would be raised, but gave 
strong indications that it 
won’t approach the $200 

million benchmark.”
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Louisianans without health insurance 
were the clear losers this legislative ses-
sion, as Gov. Bobby Jindal and his legis-
lative allies successfully opposed a plan 
to use federal dollars to extend health 
coverage to as many as 400,000 adults, 
mostly the working poor.

Though legislation to expand coverage 
using a private insurance model was 
approved by health-care committees in 
the House and Senate, both measures 
eventually died. 

The administration acknowledges that 
the decision to not expand coverage 
will leave hundreds of thousands of 
Louisianans without health insurance, 
but maintains that coverage is not nec-
essary because of the safety-net care 
available in the state’s public hospital 
system. Unfortunately, this system   is 

being dismantled and privatized at a 
breakneck pace.

When Congress voted in June 2012 to 
cut Louisiana’s Medicaid payments, it 
blew an $800 million  hole in the state 
health-care budget, and set the stage 
for a tumultuous chain of events. 

Rather than distributing this cut among 
the various provider groups that make 
up the Medicaid program, the governor 
elected to put the majority of the cuts 
on the 10-hospital system run by LSU. 
This decision, in turn, spawned a series 
of “public-private partnerships,” where 
the state contracts with private hospi-
tals to take over operations at nine of 
the 10 state facilities. The administra-
tion believes the private contractors 
will run the hospitals more efficiently, 
saving the state money while delivering 

the same level of care and effectively 
training the next generation of doctors 
and nurses. 

Whether these claims prove to be true 
is not yet known. But what is clear is 
that the administration and Legisla-
ture had to scramble to find last-min-
ute money to make the partnerships 
work for the 2013-14 fiscal year. It’s 
also clear that without an expansion of 
health coverage – and a corresponding 
infusion of federal dollars – the future 
viability of these partnerships is murky. 
That’s because the money that funds 
safety-net care for the uninsured in 
Louisiana and elsewhere is scheduled 
to shrink dramatically in the coming 
years as the federal Affordable Care Act 
is implemented.   

Furthermore, there is no certainty that 
the federal government will approve 
the financing arrangements that un-
dergird the hospital partnerships. If the 
financing is rejected, there would be 
another huge hole in the budget for the 
Legislature to plug.

Had the administration taken advan-
tage of the opportunity to expand 
coverage, either through Medicaid or 
through a private insurance model, 
Louisiana would have be able to use 
billions in available federal revenue to 
strengthen access to primary care for 
uninsured adults and improve health 
outcomes. The Legislative Fiscal Office 
estimated the state could save up to 
$500 million over a decade, as federal 
dollars replaced money that the state 
now spends on health care services for 
the uninsured. In FY2014, the savings 
would have totaled $105 million, which 
is money that could have been plugged 
into higher education or other priori-
ties. 

Based on recent research that shows 
expanding coverage to adults reduces 

Health Care

Percent of uninsured adults who would be eligible 
for private insurance coverage expansion by parish

Source: U.S. Census Bureau
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mortality rates, it is not hyperbolic to 
suggest that the failure to act on Med-
icaid expansion will lead to unnecessary 
and premature death for some Louisi-
anans, and poorer health and a reduced 
quality of life for countless others.

On the other hand, special health 
care interests were the clear winners 
this session. A pair of constitutional 
amendments – House Bills 532 and 533 
– passed overwhelmingly with strong 
backing from the Louisiana Hospital 
Association and the Louisiana Nursing 
Home Association.

The bills create a hospital provider fee 
that would be used to draw down new 
federal money for Medicaid – a good 
idea that is already being done in at 

least 39 other states. But they also 
would shield large institutional care 
providers from budget cuts by setting a 
reimbursement rate floor and requiring 
a two-thirds vote for any future budget 
reductions.

There are already concerns that the 
Legislature does not have enough dis-
cretion over the state budget, but these 
amendments would reduce that discre-
tion significantly, tying the hands of fu-
ture legislators and making it harder to 
craft a balanced budget. The proposed 
amendments also mandate annual rate 
increases for the favored providers, re-
gardless of whether they are affordable 
or even necessary. 

These amendments would mean 

deeper cuts to other health care ser-
vices—from primary care physicians to 
hospice—and higher education in the 
event of a budget shortfall, a burden 
that will fall disproportionately on Loui-
siana’s families.

In essence, during the same session 
that legislators rejected using available 
federal funding to improve access to 
preventive care for the uninsured work-
ing poor, they approved constitutional 
amendments that would dedicate hun-
dreds of millions of dollars in state rev-
enues to mandated rate increases for 
hospitals and nursing homes. This does 
little to improve the quality of care for 
the hundreds of thousands of Louisian-
ans who will remain uninsured. 

Higher education 
No area of the state budget has been 
hit harder by the five-year downturn 
in state revenues than higher educa-
tion. Since 2009, state general fund 
support for Louisiana’s public colleges 
and universities has been cut by more 
than 65 percent. To help make up the 
difference, tuition has increased by 
more than 50 percent. But even with 
the spike in tuition and other funding 
measures, the overall budget for high-
er education has dropped 20 percent. 

In short, students are paying much 
more for much less.

The 2013 session saw higher educa-
tion financed at mostly a standstill 
level – an improvement after several 
years of reductions. Legislators even 
found $40 million in the waning 
days of the session that colleges can 
use for repairs and other one-time 
expenses. Due to a lack of adequate 
funding, class sizes are growing, pro-
fessors are leaving (and taking valu-
able research dollars with them) and 
a backlog of deferred maintenance 
has led to leaky ceilings and sub-par 

science labs. 

LSU interim president William Jenkins 
recently said that the flagship campus 
in Baton Rouge could even be at risk 
of losing its Tier One status and cited 
budget cuts as the primary reason for 
the university’s troubles. 

If there was a clear winner in higher 
education it was the Louisiana Com-

munity and Technical College Sys-
tem, which managed to sidestep the 
traditional capital outlay process and 
win approval of a $252 million con-
struction plan. 

Chronically underfunding higher 
education is not the path to economic 
success, but until Louisiana deals with 
its structural revenue deficit, it is the 
path we will continue to follow.
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In a state where governors traditionally 
hold much more power than in other 
states, the Legislature should be com-
mended for taking a more independent 
approach to budget and tax issues than 
in recent years. 

In particular, lawmakers’ decision to 
summarily reject a dangerous tax-shift 
plan that the administration had identi-
fied as its top priority took real courage, 
and provides hope that more responsi-
ble policies might one day take root in 
the Capitol. 

Legislators also seem to have realized 
that the reckless slashing of the state 
budget that has characterized the last 
few years cannot continue indefinitely, 
and that Louisiana’s investments in 
education, health-care and public safety 
are at least as important to a strong eco-
nomic future as a fair and competitive 
tax system. 

Unfortunately, this understanding has 
not been followed by a willingness to 
address the state’s long-term fiscal im-
balance. Lawmakers continue to tinker 

around the edge of the tax code instead 
of making the difficult revenue choices 
that are needed now more than ever. 
The result is a budget deal that relies on 
temporary fixes and leaves the heavy 
lifting for another year. 

While there may be some who still 
believe Louisiana can cut its way to 
prosperity, the fact remains that more 
investments are needed to grow the 
state economy in a way that helps all 
citizens – rich and poor – reach their full 
potential.   

Conclusion


