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Grady, thank you for such a kind introduction.  When Grady extended an invitation to speak today, he said I could speak on any subject I desired EXCEPT on the topic of women in leadership.  So, of course, I want to begin my remarks on that very subject!

The individuals honored today are not just influential women in business; they are influential leaders in business, regardless of their gender.   That is important to recognize.  They are leaders because they make decisions – quality decisions – principled decisions – decisions that cannot be delegated – decisions that speak to the real core values of their businesses.  They understand they are accountable for such decisions and are willing to be judged on them – not as women but as leaders.  


One can understand the difference between just “influential women” and “influential leaders” by just looking at the way some handlers wanted to define Governor Palin.  At first, there was an effort to get the supporters of Hillary Clinton to support Governor Palin because she was a woman.  Then there was an effort to describe her as a working, hockey mom just like you and me.  However, at the end of the day, voters will judge her on her record, her positions, and the ability to articulate her positions both intellectually and clearly not as a woman but as a leader.  That is the test she will have to meet and that is the test the individuals being honored today have met, and I applaud them for their successes. 

It is no secret that we face very difficult times.  Today, most people have 201(z)’s rather than 401(k)’s.  A friend of mine told me about a stockbroker who told one of his clients he was contemplating suicide and his client responded, “Not hard enough.”

The quality of leadership, both in business and government, determines success or failure, particularly in the joint efforts to overcome these difficult times.  This is not just a case of waiting for a new upward cycle in the economy.  The current financial crisis underscores the global nature of business today; the economies of not just the United States but the entire world have suffered grievously.  The question is not if we will bounce back – of course we will.  The question is, “How competitive will we be when we do?”  Will we still be the center of the world financial markets?  Will we still lead the world in innovative approaches on how to turn new ideas into new businesses?  I do not know the answers to these questions but I do know it will depend on our leadership, which brings me to South Carolina.

We have only completed the first quarter of the fiscal year and our state is facing an estimated reduction in revenue for the 2008-2009 budget year of $554 million; this amounts to 8.2% of the original General Fund Revenue estimate of $6.7 billion.  As John Rainey, Chairman of the BEA that oversees the estimates, said, “The consumer is scared.”  Moreover, I would add, “And has no credit to fall back on.”  This is not just an assumption by either of us; this is highlighted by the current revenue trend showing first quarter sales taxes have declined by 13.4% or $57.1 million over the same period last year and net individual income taxes for the period are up an insignificant 0.2%.  These two revenue streams account for more than 84% of our General Fund Revenue estimate for this fiscal year.    It is likely that these categories will suffer further erosion as more people lose their jobs or earn less on their investments.  The General Assembly and the Governor are facing some very difficult decisions.  We are talking about cuts of close to $625 million dollars or an amount equal to more than 9% of our original general fund appropriations.  Such a large deficit, with the potential for additional cuts as the economy worsens, will require deep cuts in education, health care, and law enforcement at a time when we are struggling to make our state more competitive in a global economy.  It is not a pretty picture.  In two studies on South Carolina’s tax structure commissioned by the Palmetto Institute, the experts noticed in regard to previous recessions that South Carolina’s revenue performed worse than the national average in two of the last three recessions since 1980.  Comparatively, while the state’s overall economy was not adversely affected as much as other states, the decrease in state revenue took much longer than other states to recover.  To emphasize the point, Sales Tax Revenues in FY 2001 were $2.7 billion; sales tax for the current fiscal year – 7 years later - are  estimated to be $2.699 billion and, as we know, that has been adjusted downward already.  That tells me that the current trend in lagging income and sales tax revenue is likely to be the case for the next several years.  
By now, everyone’s eyes have sufficiently glazed over from the recitation of these numbing statistics and I can get to answering the questions I see written on each of your faces, “What’s the point?” “What does this have to do with the today’s subject?” 

It has to do with leadership and the consequences that can result when those who hold positions of leadership fail to exercise their responsibilities.  The best and most glaring example I can think of is our state tax system.  In my opinion, the fundamental underpinning of our system of government, that is the state’s tax system structure, is broken.  Now, you may say that it is not the tax system but the spending system that is broken.  However, I will tell you unless and until the General Assembly develops and maintains a tax structure designed from the standpoint of adequacy, equity, and efficiency, and with the goal of maintaining and enhancing South Carolina as an optimum competitor, it will fail miserably short of other states’ efforts to attract businesses and individuals making a decision on where to locate, and live, work and invest.  It will not be able to assure the public that the system is fair and that no one segment of the population is paying a disproportionate share let alone that it makes proper judgments on spending.  If you do not have sufficient revenue to support core economic foundations at necessary and competitive levels, then spending will always be driven by avoiding the bottom rather than reaching for the top.  If spending fluctuates dramatically with the economy, because you rely solely on a narrow set of taxes that cannot weather the dips, you will never be able to control spending.   There has to be a structure in place that maximizes growth and stability at the same time so that you can establish coherent policy and set and maintain critical spending priorities consistent with policy.  In case you are wondering, what I just described is not what we do in South Carolina. 
The General Assembly has not avoided this problem because they are unaware of it.  They have not failed to address it because they didn’t have a reasonable suggestion to consider.  In fact, in the passage of Act 388 of 2006, which attempted to replace property tax on residences with a penny increase in the sales tax, they doubled down on the chaos that already existed.  The Palmetto Institute has issued two reports directly on point and has offered the General Assembly suggestions on legislation to begin to correct the problem. 
The raison d’être of the Palmetto Institute, our singular goal, is to increase the economic wellbeing of all South Carolinians.  We approach our task with independent, thoughtful research conducted by the very best experts we can find.  Our experts have told us that the best tax structure is one with a broad base and the lowest rates possible.  It is like a diversified investment portfolio.  Not all taxes follow the economy in the same fashion.  A broad base with the lowest rates possible absorbs the blows of a recession far better and more consistently than the base we currently have.  Unfortunately, in consistently responding to requests for tax breaks in an ad hoc manner over the last several decades and particularly the last four years, policymakers have taken action that has further narrowed the tax base and raised some of our rates.  Therein lies a real stumbling block in our efforts to improve the economy of South Carolina by making our state more competitive.  The secret is out – capitalism, even with all its faults, works, and the race is on to have a more prosperous life though economic superiority.  So, when we cannot support the economic foundations like education and workforce quality, solid infrastructure, and innovative research to support our businesses, we will not fare very well in our effort to compete globally.  I know what you are thinking – South Carolina is not the only one suffering – everyone is.  But, here is the problem – not everyone ranks 45th [US BEA for 2006] in per capita income.  
For us to become more competitive, we have to do better than just doing as good as everyone else does.  When you cut over $600 million from your budget, critical economic foundations will not only be hurt but will take years to recover.  This is not the way to manage.  This is not the foundation we want to use to improve the economic wellbeing of our state.  I suggest to you that we need real tax reform that looks at our entire tax structure.  Moreover, we need decisive leadership to bring this about. I am a realist; I understand the difficulty of achieving such reform in a political environment.  That is why I am asking our leaders to consider a recommendation made in both of the Institute’s tax studies – create an independent tax research entity to review major tax proposals so our policymakers will know the likely impact and consequences of their action.  The entity could also serve our leaders by doing long-term studies to determine how to maintain stable and equitable rates and incorporate the flexibility necessary to adjust to changing demographics.  In establishing the entity, I also suggest providing for a legislative mechanism by which the recommendations of the research entity would be considered and acted on in a take it or leave it manner, much like the federal BRAC process for closing and/or continuing the operation of individual military bases.  That is, one vote, up or down, for the proposal.  We all know what happens if every special interest group gets an amendment to protect their particular interest.  We have reform that looks more like a Christmas tree than real reform.
Today we are honoring women who have demonstrated real leadership and have demonstrated they can make tough decisions in difficult environments.  For us to have a more prosperous, competitive state, we now need this same type of leadership from our elected officials.  I believe the creation of an independent tax study entity is the first step in making those hard decisions and demonstrating real leadership.  We shall see if our policymakers are ready to take such a step.

Thank you.
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