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They can boost retailers’ sales and make shopppm/hdut establishing a “tax-free

week” to exempt certain items from sales taxe§lasda and New York have tried
recently, can present policy-makers with a mixegl tlegoods.

Merchants may even find the tax breaks more trotiiae they're worth. In
August, Florida offered shoppers a one-week exeamgtom the state’s 6 percent sales
tax for purchases of everyday clothes and shoesgat $50 or less. Since the exemption
did not apply to such items as ties but did applguch purchases as tuxedos,
shopkeepers found the exemption a hassle.

For more than a month the DOR held seminars toagduetailers on the specifics
of tax-free week. “The department tried to anttgthe situations that retailers might
face in handling sales transactions,” said Daviddétts, vice president of governmental
affairs for the Florida Retail Federation. Prehiany estimates indicate a considerable
rise in the sale of exempted items during the tar-fveek.

New York State has been through four no-tax weekke past two years. With
retailers, especially those in New York City, lagsales to New Jersey, where sales taxes
are lower, the tax-free weeks kept New Yorkers @wi\Y ork stores. Retailers there
reported dramatic increases in sales, and alththegfiscal impact of Florida’s first tax-
relief week won’t be known until a sales repontakeased, it is likely that the flow of
back-to-school shopping and purchasers ready tefivdérom tax exempt items also
raised sales.

Despite the sales boost, John Mikesell, a tax afpisicat the University of
Indiana, doesn't like the breaks. “These shorhtdrings are pure politics, bad tax
policy, and bad economics,” he says. “Short-texangptions make quality
administration more difficult. A permanent, lowax rate on all consumption
expenditures makes far more sense.”

New York legislators are, apparently, in accords ok December 1999, the state
will be implementing a permanent tax exemption lathing and footwear $110 or less.



