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Thank you, Barry, for such a nice introduction.  You look like you have suffered through a few sleepless nights in the past months -I am sure it has nothing to do with the state’s revenues.  When I initially accepted your kind invitation to speak to this group, the idea was basically to repeat the speech I had given in Atlanta last year to the “Achieving the Dream” Strategy Institute.  Boy, have times changed.  While the need for “Achieving the Dream” is still as strong as it was a year ago – in fact, more critical today than it was last year – the collapse of our economy and the downward spiral of our state revenues have certainly changed the landscape.  So, today, I am also going to discuss a problem that, if not addressed, will inhibit the technical education colleges from offering the innovative, desperately-needed programs you are designed to offer and so capable of delivering.  That is, the programs that will improve the skills and capabilities of our workforce and, consequently, the quality of life in South Carolina.  
The problem I am talking about is South Carolina’s outdated, unfair, inefficient and dysfunctional tax structure.  Under our current structure, the existence of “Achieving the Dream” is like a beautiful flower that has been planted in a field of stubble and rocks and weeds. The beauty of this flower is the incredible potential it holds to not only help individual student achievement but also to improve dramatically the economic wellbeing of our state.  Yet, the rocks and weeds and stubble of a broken tax system will deprive this program of needed support and, in fact, deliver the same fate to many of the other programs so vital to making our state more competitive.  It is just plain frustrating.  
If I did not know how hard everyone in this room is working to provide a quality education and a better workforce despite the yoke of a fatally-flawed tax structure, then I would just throw up my hands and say somebody else can take on this fight.  But, we can’t – I can’t – you can’t – this state means too much to all of us.


When I spoke about “Achieving the Dream” in Atlanta last year, I shared with the audience two events that I believe convey my thoughts about why we have to continue this battle.  

The first event involves one of our flagship manufacturing operations in South Carolina – BMW.  While touring the facility, I had a chance to have a discussion with the President.  Two points he made that day really stuck with me.  He told me quite matter-of-factly that his company destroyed the first 800 vehicles manufactured at the Greenville plant. Given the exacting standards employed by BMW, when they began operations here in South Carolina they wanted their  employees to grasp how critically important quality control was in their competitive market.  Eight hundred cars to make sure their employees understood the standard of quality necessary for the car to be a BMW – that is powerful.  Second, he told me that he wanted his everyday foremen and supervisors on the assembly lines to possess the skills necessary to identify a problem immediately, find a solution, and be able to articulate the solution in writing so that the next shift could benefit right away from the experience.  Then he told me he expected those workers to come from our technical education colleges.  Therein lies our challenge.  

In South Carolina, we desperately need nurses in our health care industry.  We need precision skilled welders in our nuclear energy industry.  We need an innovative new workforce for agribusiness.  We need computer programmers in our growing service industry, just to name a few.  And, they must be graduates of our technical education colleges.  Yet, we are not awarding nearly enough degrees and certificates to meet these demands, much less the demands for more advanced skill sets that will be needed in the future.  The bottom-line is simple – if we cannot find a way to help these students earn degrees or certificates, we cannot compete in the global economy.  We must turn this state away from the old habits of landing discount jobs that pay discount wages.  That is simply not acceptable.  That is why “Achieving the Dream” is so important.  Its entire purpose is to find ways to increase the number of qualified graduates obtaining degrees and certificates in the fields and disciplines that will attract cutting-edge employers and high-paying jobs.  
You may ask, “How has our tax structure gotten into such a state of disrepair?”  Well, as a result of the General Assembly’s pattern of acceding to requests for tax breaks in an ad hoc manner and the lack of a sound, consistent, overarching tax structure policy, the fundamental underpinning of our tax system is broken.  And, today, for everyone in this room and, more important, for everyone who is not in this room because their jobs have been eliminated, those words have real meaning.  

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 largely on a narrow set of taxes that cannot weather the dips, you will never be able to control spending.   There has to be a policy in place that establishes and protects a structure that maximizes growth while promoting stability at the same time.  This is the path to coherent state program policies and maintenance of revenue performance that will dependably support critical spending priorities. South Carolina does not have such a system.

Now, I know what some will say – “Everyone is suffering because of the collapse of our economy – it is not the tax system that is causing the problem.”  Well, let me share some facts with you.

In two studies commissioned by the Palmetto Institute, the experts noticed, with 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 Revenue in FY 2001 was $2.7 billion.  Seven years later, it is essentially the same. That tells me that the current trend in lagging income and sales tax revenue is likely to be the case for a long time.  


 I believe, as a result of the passage of Act 388 which replaced school operations property tax on residences with a penny increase in the sales tax, the state’s ability to regain revenue lost as a result of the recession will be damaged further.  Today, more than 84% of the state’s general fund revenue is derived from only two sources – sales and individual income taxes.  Both of these taxes are economically sensitive.  Because we are having to reduce or eliminate programs that shore up our ability to compete globally, South Carolina’s recovery will be further delayed.  


In both of the two major studies we commissioned on the state’s tax structure, we learned that the best system is one which has a broad base and wide array of taxes, levied at the lowest rates possible.  This is not what we have in South Carolina.  Over the last few years, our policymakers have narrowed the base and raised the rates.  Again, it is just frustrating.


The bottom line is that South Carolina needs to reform its tax structure to be a competitive player in the global economy.  The question is, “How do we approach reforming our tax structure in the General Assembly?”  I recognize if we simply presented a tax reform package to be introduced in the General Assembly, at the end of the day, it would look more like a Christmas tree than a reform package.  The special interest groups would have a field day.  So, the approach recommended to us by our experts is to seek the creation of an independent, professionally-staffed tax study commission with the authority to develop a comprehensive legislative reform proposal.  The package should be consistent with the goal of implementing a broad based system with the lowest rates possible and which meets the criteria of adequacy, equity, efficiency while stimulating and supporting our economic competitiveness.  We want a plan that encourages both businesses and individuals to locate, live, work, and invest in South Carolina.  That means a tax structure not only competitive from a standpoint of lower rates, but also one that provides the support for key economic foundations such as education and workforce development and quality.

The process has begun.  Legislation has been introduced in both houses and, as you may have read, it is being hotly contested.  We believe the bill with the best chance of giving us comprehensive tax reform is Senate bill 12, as amended by the Senate Finance Committee.  The bill was introduced by Senator Leatherman, and I will tell you Senator Setzler from Lexington has worked extremely hard with Senator Leatherman to make it a better bill.  Unfortunately, there is a group of legislators working very hard to kill it.  Their argument is that the bill needs to be “revenue neutral.”  That is a joke!    The commission is authorized to deal with the structure – not the revenue.  The amount of funds raised or spent is solely in the hands of the General Assembly and the Governor, and no matter how hard they try to shift the responsibility for the allocation of revenues to someone else’s shoulders, they cannot.  It is the tax structure that is broken.  If we do not fix it, the revenues we take in will always be the proceeds of an unfair and unstable system, ill-suited to operate in a modern economy.

Those who attempt to hide behind the façade of revenue neutrality conveniently forget the hard and present lesson of Act 388 – visited upon us just little over two years ago. This “revenue neutral” act shifted $250 million in 2008 sales tax to businesses, disproportionately shifted school property tax  to businesses, and distorted and nearly crippled the real estate market.  Even worse, due to the economic downturn, the sales tax to be used to pay for the elimination of residential property taxes for school purposes will be close to $50 million short this fiscal year and close to $100 million short for fiscal year 09-10.  By the way, under Act 388, these shortfalls come directly out of the state general fund and further reduce the scarce resources available for all other state programs   That is not revenue neutral – that is bad tax policy.  

So there it is.  The choice is crystal clear – either we reform South Carolina’s tax structure or we will spend our days and our energy just narrowly avoiding the bottom rather than comfortably and confidently reaching for the top.  So, I ask you today – not as an association or even the technical education college system but as individual citizens who deeply care about this state – call or e-mail or text or fax your local Senator and House member and tell them how strongly you feel about the adoption of an independent, professionally-staffed tax study commission.  Tell them it really matters and no excuses – none – are acceptable for not passing it.  Listen, I don’t want a resolution or a position paper – I want a personal commitment from each of you and your colleagues and family members to step up.  A simple call – it truly is an investment for our children and it will only take a minute of your time.  If you don’t, all the progress we have made because of the hard work from groups like yours may go for naught.  Like Thomas Edison once said, “Opportunity is missed by most people because it is dressed in overalls and looks like hard work.”

When I think of the difference such programs like “Achieving the Dream” can make in the lives of so many young, disadvantaged students, and the rewards that can come from our common efforts, I cannot help but think of the wonderful quote of Dr. Benjamin Mays:

“It must be borne in mind that the tragedy of life doesn’t lie in not reaching your goal.  The tragedy lies in having no goal to reach. It isn’t a calamity to die with dreams unfulfilled, but it is a calamity not to dream.  It is not a disaster to be unable to capture your ideal, but it is a disaster to have no ideal to capture.  It is not a disgrace not to reach the stars, but it is a disgrace to have no stars to reach for.  Not failure, but low aim is a sin.  ”

 If you do not believe that, just go back and look in the eyes of the hundreds of thousands of people at the inauguration of President Obama.
Thank you.
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