HOLD  THE  LINE  ON  TAXES!
The Message
· What we are doing now is not working. The prospects for job growth are next to nil. 

· Rhode Island must create a tax climate which is at least competitive with, if not superior to, our neighboring states if we are to have any hope of reversing recent trends and creating high paying jobs

· Tax reform is essential to promote economic development and job growth

· Rhode Island needs more taxpayers, not higher taxes 

· We must hold the line on taxes – the General Assembly must resist the temptation to impose new taxes or to increase any existing taxes.  In particular, the Assembly must not increase personal income taxes by repealing the flat tax reform of 2006.  

The Problem

· Across the Board, Rhode Island’s broad based taxes are among the highest in the country:

· Individual income tax rate (9.9%) is the highest in the nation 
· Corporate income tax rate of (9%) is 7th highest in the nation and will become the highest in New England when the MA corporate income tax rate is phased down to 8.5%

· Estate tax exemption ($650,000) is the lowest in the country

· Unemployment insurance taxes are the highest (50th) in the country
· There is significant pressure within the General Assembly to raise taxes even higher.  Numerous bills are pending in the House and the Senate to increase personal income taxes by freezing or repealing the flat tax option, a historic reform which has been hailed in the Wall Street Journal, Fortune magazine and other publications.  When fully implemented in 2011 the flat tax option will bring Rhode Island’s income tax rates into line with those of Massachusetts and Connecticut.  
· Other legislative initiatives include the elimination of capital gains treatment for assets held over five years, expansion of the sales tax to most services and the imposition of combined reporting for corporations doing business in multiple states.  

The Consequences
· Rhode Island’s economy has grown at a slower rate, and produced fewer jobs, than other states in the region

· Rhode Island ranks 47th in the country in labor force growth rate (U.S. Bureau of Labor Statistics, August, 2008)

· Rhode Island’s income tax structure remains one of the most progressive in the country.  When compared to Massachusetts, Rhode Island’s tax burden is lower for all income groups except the top one percent.  

· Only 2.7% of Rhode Island taxpayers report incomes in excess of $200,000, a percentage which is much lower than our neighboring states.  Yet these high income residents are responsible for paying 40% of the state’s total personal income tax revenue.  Statistics of Income, R.I. Department of Revenue (2009).  
· Higher income taxpayers are leaving R.I. at an alarming rate, depriving the state not only of tax revenue but charitable giving to the state’s non-profit community.  

· Over a two year period (2005-2006) Rhode Island lost, on a net basis, 8,296 taxpayers with an aggregate adjusted gross income totaling $485 million.  IRS Migration Data.

· In 2006, Rhode Island suffered the second sharpest drop in median income in the country.  While most states enjoyed an increase, median income in Rhode Island actually dropped by $1,068 to $51,814. 

What Others Say 
· According to the nationally recognized Tax Foundation, in 1970 Rhode Island ranked 31st in the country in tax burden.  By 2006 we had fallen to 50th – the worst business tax climate in the country.  Today, we rank 46th in the country.  The Tax Foundation attributes the improvement solely to the enactment of the flat tax option in 2006.  The Foundation notes that Rhode’s Island’s ranking will continue to improve as the flat tax rates phases down to 5.5% in 2011.  Without the flat tax, the Tax Foundation notes that Rhode Island would score “dead last.”    
· The American Legislative Exchange Council ranked Rhode Island near the bottom (48th) in its 2009 Economic Competitiveness Index.  Rich States, Poor States ALEC-Laffer State Economic Competitiveness Index (2009).    The report attributed the slower than average growth of many Northeastern states, including Rhode Island, to “the sharp increases in relative tax burdens in those states.”
· A recent report by RIPEC concluded that Rhode Island ranked 7th in the nation in total tax burden (state and local) per $1,000 of personal income.  

· Rhode Island was one of ten states categorized as “tax hell” by Money magazine. 

· “Many economic analysts and state officials say Rhode Island has long had a high tax burden for businesses, discouraging them from moving here.”  New York Times, Leading in Job Losses, Rhode Island Struggles On, October 26, 2008.  
· Rhode Island has experienced negative domestic migration over the past 10 years, prompting The Providence Journal to quip, “Will the last person in Rhode Island please turn off the lights.”  

· Relative marginal tax rates have a statistically significant negative relationship with relative state growth.”  Atlanta Federal Reserve Board.  
Contact Information
Rhode Island General Assembly

House of Representatives


Mailing List:

http://www.rilin.state.ri.us/Documents/Representatives_2009_2010.xls 

Phone Numbers and Email Addresses:

http://www.rilin.state.ri.us/Email/RepEmailListDistrict.asp 

Senate


Mailing List:

http://www.rilin.state.ri.us/Documents/Senators_2009_2010.xls 


Phone Numbers and Email Addresses:


http://www.rilin.state.ri.us/Email/SenEmailListDistrict.asp 
If you do not know who is your Senator or Representative, you can find out here:

http://www.sec.state.ri.us/vic  
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