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Executive Summary

he manufacturing sector plays an important role in Florida’s economy. Manufacturing is
a significant provider of high-wage and high value-added jobs in the state; however, Florida
is lagging behind in manufacturing investment due to significant, identifiable barriers.

Florida’s manufacturing sector accounts for approximately 5 percent of “non-farm, non-
government” employment in the state. The average annual wages paid in Florida’s
manufacturing sector are higher than the state average annual private sector wage. Furthermore,
manufacturing has the smallest volatility in personal income streams of all other sectors in
Florida — including military, federal civilian, and other government categories — and industries
that provide steady income to Florida residents help smooth out tax receipts and provide stability
to the state’s economy, even during recessionary periods. It is also a capital-intensive sector (i.e.,
high capital expenditures, which means higher value-added per worker), is key to Florida’s
exports, is a driver of research and development, and has the biggest multiplier of all industries
in Florida

However, Florida is losing to competitor states in capital investment in manufacturing, as it has
the lowest per capita capital expenditures on manufacturing among the 12 southern states. Low
capital investment in manufacturing in Florida results partially from the state taxing capital
formation through sales taxes on machinery and equipment, and through Tangible Personal
Property taxes. Also, Florida’s economic development incentive programs, specifically the
Qualified Target Industries (QTI) and Capital Investment Tax Credit (CITC), are not well-
targeted toward manufacturing and are ineffective at attracting many manufacturing industries.

To estimate the economic benefits of growing the manufacturing sector in Florida, an estimate of
value per added manufacturing job in Florida was obtained using a well-respected econometric
model. The model shows that if 1,000 manufacturing jobs were created in Miami-Dade County
annually from 2012 to 2021, an additional cumulative 24,213 jobs would be added in Florida by
2021. In the first year alone, a total economic impact of $570 million to Florida’s economy
should be realized through personal consumption expenditures, gross private domestic
investment, change in private inventories, exports and imports of goods and services, and
government consumption and investment.

Florida has a great opportunity to increase the state’s manufacturing sector, which will attract
capital, create high-wage jobs, increase productivity, and enhance economic stability for the
state. Florida’s political and economic leaders must take active steps to make Florida more
attractive to manufacturers. Ways in which to achieve this are to incentivize capital investment
by modifying the current QTI and CITC programs to positively affect the manufacturing sector,
reduce penalties for accumulating productive capital in Florida by lowering and eliminating taxes
on inputs to manufacturing, and to continue to improve Florida’s infrastructure with investments,
such as the forthcoming deepening of the Port of Miami.



Introduction

For decades, people have thought of Florida’s economy in terms of NASA space shuttles,
citrus groves, and endless beachfronts. Yet, as we move into an increasingly global
economy, we must envision a new direction for Florida’s economy in which manufacturing plays
an important part. In fact, the manufacturing sector already plays a key role in Florida’s
economy; however, more focus on this unique sector is needed for it to continue to grow and
drive Florida’s economic growth.

According to existing economic data, Florida’s manufacturing sector is a significant employer
that prowdes high-wage and high-value added jobs, and is more stable than most other economic

: sectors. However, Florida lags behind other southern states in
manufacturing investment per capita and is losing an important
opportunity for economic growth through manufacturing related capital
formation and job creation due to significant, identifiable barriers to
| growing this vital sector.

This Florida TaxWatch Research Report examines Florida’s
manufacturing sector to reveal its importance to the state’s economy,
identifies barriers to growth of the sector, and recommends changes to the
state’s economic development policy to ensure that manufacturing remains to be a driving force
for Florida’s economic growth in the 21 Century.

Manufacturing is the 6th largest distinct “non-farm, non-
government” employment sector in Florida, accounting for
approximately 5 percent of “non-farm, non-government”
employment. The average annual wages paid in Florida’s
manufacturing sector are higher than the state average
annual private sector wage.
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About Florida TaxWatch

Florida TaxWatch is a statewide, non-profit, non-partisan taxpayer research institute and government
watchdog that over its 32-year history has become widely recognized as the watchdog of citizens’ hard-
earned tax dollars. Its mission is to provide the citizens of Florida and public officials with high quality,
independent research and education on government revenues, expenditures, taxation, public policies, and
programs, and to increase the productivity and accountability of Florida Government.

Florida TaxWatch's research recommends productivity enhancements and explains the statewide impact
of economic and tax and spend policies and practices on citizens and businesses. Florida TaxWatch has
worked diligently and effectively to help state government shape responsible fiscal and public policy that
adds value and benefit to taxpayers.

This diligence has yielded impressive results: in its first two decades alone, policymakers and government
employees implemented three-fourths of Florida TaxWatch's cost-saving recommendations, saving the
taxpayers of Florida more than $6.2 billion -- approximately $1,067 in added value for every Florida
family, according to an independent assessment by Florida State University.

Florida TaxWatch has a historical understanding of state government, public policy issues, and the battles
fought in the past necessary to structure effective solutions for today and the future. It is the only
statewide organization devoted entirely to Florida taxing and spending issues. Its research and
recommendations are reported on regularly by the statewide news media.

Supported by voluntary, tax-deductible memberships and grants, Florida TaxWatch is open to any
organization or individual interested in helping to make Florida competitive, healthy and economically
prosperous by supporting a credible research effort that promotes constructive taxpayer improvements.
Members, through their loyal support, help Florida TaxWatch bring about a more effective, responsive
government that is accountable to the citizens it serves.

Florida TaxWatch is supported by all types of taxpayers -- homeowners, small businesses, large
corporations, philanthropic foundations, professionals, associations, labor organizations, retirees -- simply
stated, the taxpayers of Florida. The officers, Board of Trustees and members of Florida TaxWatch are
respected leaders and citizens from across Florida, committed to improving the health and prosperity of
Florida.

With your help, Florida TaxWatch will continue its diligence to make certain your tax investments are
fair and beneficial to you, the taxpaying customer, who supports Florida's government. Florida TaxWatch
is ever present to ensure that taxes are equitable, not excessive, that their public benefits and costs are
weighed, and government agencies are more responsive and productive in the use of your hard-earned tax
dollars.

The Florida TaxWatch Board of Trustees is responsible for the general direction and oversight of the research institute and
safeguarding the independence of the organization's work. In his capacity as chief executive officer, the president is responsible
for formulating and coordinating policies, projects, publications, and selecting professional staff. As an independent research
institute and taxpayer watchdog, Florida TaxWatch does not accept money from Florida state and local governments. The
research findings and recommendations of Florida TaxWatch do not necessarily reflect the view of its members, staff,
distinguished Board of Trustees, or Executive Committee, and are not influenced by the positions of the individuals or

organizations who directly or indirectly support the research.

Florida TaxWatch Values:
4 Integrity ¢ Productivity ¢ Accountability ¢ Independence 4 Quality Research
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