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Background
The Florida Department of Citrus (department) regulates, conducts research for, and promotes Florida’s citrus industry.  The department also is responsible for implementing the policies of the Florida Citrus Commission, which serves as the agency head.  The department’s sources of revenue are excise taxes (“box taxes”) placed on each box of citrus moved by Florida growers through commercial channels and federal grants.  For Fiscal Year 2007-08, the Legislature appropriated $67.3 million and 76 positions for the department.  Currently, the department is not subsidized with general revenue funds.  

Policy Issue #1 - Should the citrus industry have the ability to periodically vote to maintain or eliminate the excise tax for marketing and research services?

Most agricultural products are taxed and promoted via marketing orders with the federal government or the Florida Department of Agriculture and Consumer Services.  Marketing orders for research and promotion programs are designed to maintain and expand domestic and foreign markets for agricultural commodities.  The programs can be used to obtain funding from domestic and foreign crop producers for both generic and geographically specific advertising and research costs, and are used for a variety of agricultural products.  A marketing order must be approved by a substantial majority of the eligible producers voting in a referendum.   In addition, most marketing orders provide a mechanism for a continuation referendum that allows the industry to opt out of the program.
The Department of Citrus currently has a marketing order with DACS to provide citrus production research activities, which includes the levy of a box tax to fund these activities.  The continuation of the research marketing order is subject to a referendum, which is conducted by DACS every six years.  

Findings

Marketing is not an essential function of government, however there are various state and federal marketing orders that allow specific commodities to tax themselves in order to promote their products.  Virtually all of these orders require referendums to be created.  The Department of Citrus functions very similar to a marketing order in that its’ primary function is to grow the market for the Florida citrus industry.  DOC is funded almost exclusively by the growers through a statutorily created box tax.  Since the creation of the department in 1935, a referendum affirming the desire of the grower industry to continue this self-imposed tax has never been held.  
Recommendation 
The JSC recommends the Legislature establish a continuation referendum for excise taxes paid by Florida citrus growers.   The referendum should provide for one grower / one vote.  The tax should be discontinued only if 51 percent of growers voting, who produce no less than 51 percent of the volume of citrus, vote to terminate the tax.   If the growers vote to terminate the tax, the tax shall remain in effect for 18 months following the vote, in order to allow the Legislature time to address this change in policy.   
Implementation

For efficiency purposes, the referendum for the continuation of the Department of Citrus marketing program should be administered by DACS simultaneously with the referendum for the continuation of its citrus research marketing order, which is to be held in January 2010.  
Implementation date
In order to allow the DOC and growers associations the opportunity to review the recommendation and receive feedback from the citrus community, the effective date would be July 2009. 
Policy Issue #2– Is there a need for the continuation of the agency’s advisory committees?
The Florida Department of Citrus had six advisory committees in Fiscal Year 2006-07 that incurred travel, staff, and other administrative expenses totaling $17,352 (see Exhibit 2).  Funding for these committees comes from excise taxes paid by Florida citrus growers on each box of citrus moved through commercial channels.

Exhibit 2
Florida Department of Citrus Reported $17,352 in Costs for Advisory Committees in Fiscal Year 2006-07 
	Advisory Committee
	Reported Cost

	Federal Program Exploratory Committee
	$6,882

	Processing Statistics Reporting Advisory Committee
	5,307

	Citrus Harvesting Research Advisory Council
	2,094

	Health and Nutrition Research Council
	1,421

	Special Industry Committee
	1,399

	Gift Fruit Shippers Advisory Council
	249

	Total
	$17,352


Recommendation

The Department of Citrus currently has five advisory committees, as it discontinued the Special Industry Committee after it completed its assigned tasks.  The Joint Sunset Committee recommends that the remaining five advisory committees be continued.  If they were abolished, the department would incur additional costs to obtain needed expertise currently provided by the committees, and these costs would be borne by citrus growers who financially support the department through excise taxes.

� This paper cites extensively from Office of Program Policy Analysis and Government Accountability Sunset Memorandum, Department of Citrus, Options for Legislative Consideration, November 16, 2007.  Additional sources will be referenced when appropriate.  





