POLICY PRIMER

REGULATORY
SANDBOX

© The Issue: Since entering office in 2018,
Governor Ron DeSantis has consistently sought to cut
regulations for Floridians and businesses that make
the Sunshine State home. In 2020, Governor DeSantis
signed The Occupational Freedom and Opportunity
Act into law that eliminated a number of licensure
requirements for individuals working in the state.!

While such deregulatory moves are welcome, Florida
still remains the 8th most regulated state in the
country.? Among the Southern States, Florida is the
most heavily regulated,’ with friendlier regulatory
environments in South Carolina, Georgia, and
Alabama. Regulations depress innovation and job
creation, raise barriers to entry, and raise costs for
consumers. For small businesses, these regulations
cost them an estimated $83,00 each year,* capital then
could be invested in creating new jobs, research and
development, or growth.

© What is a Sandbox? The traditional
regulatory process involves the state legislature and
regulatory agencies ascribing rules without first
understanding what they are regulating. Naturally,
this approach incentives them to impose burdensome
rules to mitigate any potential harm. For potential
innovators, this approach to regulation raises barriers
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to market entry, increases costs, and discourages them
from bringing new products and services to market.

Unlike the traditional process of regulating goods

and services, sandboxes invert the process and put
innovators on a level playing field with regulators.® In
a sandbox, businesses apply for a waiver of specific
state regulations to test new and innovative goods and
services on real consumers in real market conditions
for a set period of time, typically one or two years.

Throughout this time period, businesses and
regulators work collaboratively to evaluate data

and propose rules that are based on real results, not
abstract fears. Such an evidence-based approach is not
only proactive but also creates the space for innovators
to innovate and entrepreneurs to establish start-ups.®

Since the United Kingdom established the first
regulatory sandbox for financial technology in
2016,” U.S. state governments have increasingly
turned to them to spur innovation. Currently,
industry-specific sandboxes can be found in Nevada,
Wyoming, Kentucky, West Virginia, Ohio, North
Carolina, Connecticut, Vermont, South Dakota, and
Florida.? Utah and Arizona are the only states that
have an industry-neutral sandbox that is open to all
innovators, regardless of sector.’
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FLORIDA'S FINTECH SANDBOX

On July 2, 2021, Governor DeSantis signed HB

1391 into law, establishing a regulatory sandbox for
fintech companies who wished to “disrupt the status
quo and... to provide new types of products and
services.”!?

While the establishment of Florida’s Fintech sandbox
was a step in the right direction, it only applies

to one industry and not the thousands of other
innovators who want to make the Sunshine State
home. This industry-specific sandbox also creates an
uneven regulatory environment that favors financial
technology firms over other industries.

ENDNOTES

POLICY RECOMMENDATIONS

© Pass an industry-neutral sandbox By
passing an industry-neutral sandbox, the legislature
can incentivize the establishment of start-ups in
Florida and allow innovators from all sectors to
innovate, not just fintech firms. An industry-neutral
sandbox will also provide consumers with more
innovative goods and services, and lower barriers to
entry for businesses, and create new jobs.

© Remove unnecessary regulations To
ensure Florida’s competitiveness, the legislature and
Governor’s office must continue remove outdated and
burdensome regulations. It could follow the lead of
the Trump administration and create a two-out-one-
in rule to cut unnecessary regulations.
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