


        The Utah Taxpayer         October 2005 
 

Visit Us at www.utahtaxpayers.org 
.  

Page 2

Quote of the Month #2 
“Tax competition is 
clearly at play here, but I 
also think the drive re-
flects a general shift in 
Europe towards less ac-
ceptance of high tax 
rates.”  
 Erik Nielsen, an economist 
with Goldman Sachs in Lon-
don, referring to the game of 
trying to lure businesses by 
setting tax rates lower than 
neighboring countries.  
Source: Wall Street Journal 10/3/05  

                       My Corner - by Howard Stephenson 
Families are Benefited Most by Policies Which 
Grow the Economy, Not by Social Engineering 

 Two weeks ago I participated in a public dialogue sponsored by the Hinckley Institute 
of Politics at the University of Utah.  (Incidentally, the nationally recognized Hinckley 
Institute is celebrating its 40th Anniversary this year.)  The purpose of the discussion 

was to hear arguments about which current proposed policies are most “family friendly.” 
The panel was moderated by Paul Mero of the Sutherland Institute.  Participating with me on 

the panel were Karen Crompton of Voices for Utah Children, Sara Wilhelm of Utah Issues, and 
Allan Carlson of the Illinois-based Howard Center for Family, Religion & Society.  Each of these 
organizations, including Utah’s Sutherland Institute, promotes various social policies to provide 
direct or indirect government financial benefits to children and families in order to fund incentives 
for formation and economic stabilization of families, and in Sutherland’s case tax policies which 
impose higher taxes on the rich, the unmarried, and the childless.  

The idea for the dialogue came from a friendly argument between myself and Paul Mero over 
the flat tax which is currently being debated in the Utah Legislature’s Tax Reform Task Force.  Paul 
Mero’s Sutherland Institute opposes the flat tax, arguing for retention of mortgage interest deduc-
tions, charitable deductions, and dependent exemptions because, they say, these are “family 
friendly.”  Sutherland believes that the dependent exemption affects decisions to marry and bear 
children and then rear those children in a traditional family.  Mero also argues that the mortgage 
interest deduction provides for more stable families as more of them experience an added eco-
nomic benefit when they own their own homes.  Sutherland also believes charitable deductions 
provide a salutary effect on religious giving and donations to other charities, all of which promotes 
a family-friendly culture.  

During the Hinckley Institute dialogue I challenged all of these premises, arguing that none of 
these tax exemptions or deductions can be shown to have any measurable effect on charitable giv-
ing, home ownership, or family size and, what’s more, I said, we have charts and graphs to back us 
up.  Instead, I agreed with leading economists who show that more important than any package of 
deductions and exemptions in tax policy and more important than any package of social welfare 
benefits intended to support children and families, are government policies which allow an unfet-
tered market system to create an improved economy and provide better jobs.   

The Utah Taxpayers Association supports a flat tax which would eliminate all personal exemp-
tions and deductions including mortgage interest deductions and deductions for charitable contri-
butions.  The Association argues that one of the most significant deterrents to location of high-
paying jobs in Utah is our punitive 7% nominal individual 
income tax rate.  Although business surveys show that taxes 
are not usually the most important factor in business 
location, that wage rates, energy prices, transportation, and 
a trained workforce are higher on the list, when all things 
are otherwise equal, the CEOs and CFOs see what they will 
personally be paying in Utah income taxes coupled with 
their concern about bringing their families to Utah’s 
mysterious, unique culture, and too often choose to locate 
their operations in another state. 

Leading economists across the nation support either 
adoption of the flat income tax or elimination of the income 
tax entirely and replacing it with a national consumption 
tax. The national consumption tax also known as The Fair 
Tax is supported by leading economists across the nation as 
a way to eliminate the drag the U.S. income tax has been on 
the nation’s economy.  By making our tax system transparent to economic decision makers, they 
say the American economy would improve significantly and permanently. 

Fortunately, contrary to media reports, the flat tax is still being considered by the Tax Reform 
Task Force.  Churches and charities have weighed in opposing the loss of charitable exemptions 
and the realtors have testified against the loss of the mortgage interest deduction.  Depending on 
what influence these groups have with the legislature we may end up with a higher rate than the 
optimum 4% pure flat tax.  Even if the final rate ends up at, say, 5%, the lower rate would go a long 
way to improving Utah’s economic attraction to higher paying employers. 

Who would benefit most from a flat tax?  The ants: Those who engage in provident living, who 
use credit wisely and plan for their futures will most benefit from the flat tax. 
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Rep. Stuart Adams

Who would be hurt by flat tax?  The grasshoppers: those living on the edge financially, includ-
ing who use their homes as virtual ATMs in accessing accrued home equity.  Those who contribute 
to Utah’s distinction as the state with the highest bankruptcy rate in the nation would also not 
benefit. 

Incidentally, Utah Foundation is now completing a comprehensive study on bankruptcy which, 
hopefully, will shed light on the causes of Utah’s high rate. 

In the meantime, it’s clear to me that the policies which will benefit the financial viability of 
families in Utah are those which will raise the economic tide which lifts all boats.  These include 
the flat tax, the single sales factor in Utah corporate income taxes and expansion of the sales tax 
exemption on tools of production.  

Prison Privatization on the “Top Burner” 
Utah is finally considering prison privatization after being one of only 2 western states which do 

not currently have prisoners held in private facilities. Your Taxpayers Association is working to 
change that. Private facilities have been proven to save 10-15% in operating costs in addition to 
improving accountability and reducing recidivism.  

During the Law Enforcement and Criminal Justice Interim Committee in September the com-
mittee discussed and received testimony from experts in the field as well as policy makers from 
other states regarding prison privatization.  

Representative Ray Allen from the Texas State House related experiences from the privatization 
process in his state. Rep Allen warned members of the committee that price was not the only factor 
when considering privatization, but quality and outcomes all should influence the decision, “I 
would recommend to you and tell you from the result of the mistakes we made in Texas, that you 
should resist the effort to push down to the lowest possible dollar and ask yourself what you want 
your long term outcomes to be, then select strategic partners who are capable of taking you down 
the road to achieve those goals,” Allen said. 

Committee members also heard from Geoffrey Segal of the Reason Foundation who has done 
an extensive amount of research into the costs/benefits of prison privatization. Mr. Segal focused 
on the benefits that the state receives through privatization, and competition. “The mere threat of 
competition and potential outsourcing forces the agency to act as if it were in a competitive market 
place rather than a monopoly setting.” 

Security consultant Craig Unger, who has worked in the federal prison system for 26 years, 
where he led the agency’s privatization initiative, addressed the committee with hands-on experi-
ence in the transition from public to private prisons.  

With long term corrections decisions on the horizon such as the potential for moving the prison 
from Draper, Utah should have private prisons as part of the corrections solution.  

In his closing remarks Committee chairman Sen. Chris Buttars thanked those who traveled to 
comment and stated, “This is on our top burner.” The committee will meet again on Oct 19th, when 
they are expected to hear from someone from the Dept of Corrections, as well as private providers. 

Legacy Highway Compromise- A Good Deal for Utah 
Taxpayers, Highway Users By Sen. Sheldon Killpack and Rep. Stuart Adams 

Unless you live under a rock, you know about Legacy Parkway.  
This ongoing battle has an offer on the table to end the whole 
debacle and allow us to move forward constructing a road.  There 
are several provisions to this agreement but let’s focus on money. 

Will the compromise mean higher costs to the consumer?  
No. 

UDOT says we could be driving the new 14-mile alternative to 
I-15 by the end of 2008. When the project is complete, we’ll all 
benefit as 30 percent of the traffic on I-15 will shift to Legacy 

Parkway.  Whether you drive I-15, or the new Parkway, you’ll have less congestion 
through Davis County.   If I-15 were to shut down today there is no viable alternate route for com-
merce.  Plain and simple, we temporarily warehouse goods and people on I-15.  This agreement 
will allow truck traffic onto Legacy as an alternate should I-15 shut down or be under significant 
construction.  Trucks will have unrestricted access beginning 2020. 

Will the settlement save money for taxpayers?  Yes. 
Construction on the Parkway from Salt Lake City to Farmington has been stalled since 2001, 

when the 10th Circuit Court of Appeals in Denver placed an injunction on the project.  
After four years of legal battles and construction delays, which have added $220 million to the 

price tag, the plaintiffs and UDOT began to hammer out a compromise. Concessions were made on 
both sides, so the project can move forward. Critics of the compromise, however, say that this new 
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Quote of the Month #3 
“Bonuses don't encourage 
(teachers) to remain in 
the profession,” Rusk 
said. “We want the dol-
lars on the salary sched-
ules so everyone bene-
fits.”  
 UEA President Pat Rusk re-
sponding to a question of long-
time UEA member Joel 
Palmer, who asked Rusk what 
the UEA plans to do about a 
new merit pay proposal brew-
ing in the Utah Legislature. 
Source: UEA Road Trip Diary 9/19/05 

agreement will cost Utah taxpayers more money than if there had been no compromise at all. 
Nothing could be further from the truth. This compromise saves money for Utah taxpayers.   

Admittedly, the compromise adds two expenditures. The first is a $2.5 million study for LRT 
(light-rail transit) or BRT (bus rapid transit) route along the 14-mile corridor.  

Would we be paying for this anyway?  Yes.  Utah would not pass muster with the Feds 
unless we do a multi-modal study along the corridor when we reconstruct I-15.  Sequencing of 
transportation alternatives is a major reason we are in current litigation. 

The second expenditure would require up to$12 million purchase of an additional 125 acres to 
be added to the 2,100-acre nature preserve around the Great Salt Lake wetlands.  Dollars spent on 
this acquisition are simply monies in the bank toward future construction projects where mitiga-
tion is required. 

From a dollars and cents perspective the worst-case scenario would happen if UDOT and the 
plaintiffs forged ahead without a compromise. If each party were adamant that its plan was the 
only plan worth considering, Utah taxpayers would end up paying far more than the new cost re-
sulting from the compromise. Plodding through another appeal would cost at least another $90 
million and two years in further delays.  $90 million far exceeds paying potentially $14.5 million 
for the transit study and land purchase.  This doesn’t even take into account the cost to the private 
sector which will warehouse goods and services on I-15 until more capacity is added to the corri-
dor. 

Are the elements of the compromise a dream come true?  Absolutely not!  We hate the fact 
that we have to negotiate at all.  Thankfully all elements of this agreement expire in 2020. 

Will we be facing future litigation because we are accepting a settlement?  Very likely.  
However, we will likely be sued again with or without settling this case.  That is because there are 
federal statutes which support these types of actions.  Within the Agreement in Principle is a provi-
sion encouraging voluntary alternate dispute resolutions.  We hope this will save money in the fu-
ture. 

As far as Utah taxpayers are concerned, we believe that the settlement between UDOT and the 
former plaintiffs is a cost-effective end to an already expensive adventure. 

 Arts and Recreation Taxes are a Bad Deal for Orem 
and Roosevelt Taxpayers  

This November, Orem and Roosevelt taxpayers will be voting on a proposed 0.1% sales tax in-
crease to fund arts and recreation. If approved, the Orem tax increase will generate $1.6 million 
per year. Utah County voters rejected a similar tax increase in 2002 by a margin of 62%-38%.  
Proponents of the tax increase are hoping to bail out two cultural venues in Orem that are having a 
difficult time generating sufficient revenue from paying customers. 
Orem taxpayers have several reasons to vote NO on the Orem RAP tax. 

Utah has more pressing needs than funding the arts with tax dollars. 
Despite Utah’s high tax burden, state and local governments struggle to adequately fund essen-

tial needs such as transportation, education, and public 
safety. Spending tax dollars on the arts will not create 
meaningful economic growth, but spending tax dollars on 
transportation and education while keeping tax burdens 
under control will promote economic growth. 

Our taxes are already too high. Taxes should be 
cut, not raised. 

Utah’s state and local tax/fee burden as a percent of 
personal income is third highest in the nation. Experience 
throughout the world demonstrates that high tax burdens 
lead to lower long term economic growth. Instead of 
raising taxes, state and local governments should be 
cutting taxes. 

To see the Utah Taxpayers Association’s 50-state tax 
and fee burden report, click here. 

Dedicating general tax revenue for specific pur-
poses is bad tax policy. 

Government spending needs to be annually prioritized in order to maintain budgetary disci-
pline. Dedicating or “earmarking” general tax revenues for specific purposes places government 
spending on auto-pilot and reduces government’s ability to balance budgets without raising taxes 
or cutting essential services such as public safety. 

Sales taxes hurt low income families and those on fixed incomes.  
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Low income households spend a higher percentage of their incomes on taxable goods and ser-
vices. As a percent of personal income, sales taxes harm the poor more than anyone else. 

To see the Utah Taxpayers Association report on federal, state, and local tax burdens for a 
median-income Utah family, click here. 

Responding to claims made by proponents of the arts tax 
Claim: This is just a small tax increase, less than a hamburger per household per week. 
Fact: Even so-called “small” tax increases add up. Our heavy state and local tax burden is the 

result of accumulated “small” tax increases over decades. 
Claim: This is economic development because tourists and non-residents will pay this tax and 

will stimulate the economy by spending in Orem and Roosevelt. 
Fact: Out-of-state tourists account for only 7% of all retail spending in Utah, and it’s even less 

in Orem and Roosevelt. Long-term economic growth is achieved by increasing business and 
worker productivity and by exporting goods and services, not by raising taxes in an attempt to get 
people to spend more money. In fact, raising taxes reduces disposable income for Orem and Roo-
sevelt residents, which reduces consumer expenditures. 

Claim: This will not drain money from education and transportation because this is a new tax. 
Fact: The tax base is finite. Tax dollars can only be spent once, and $1.6 million spent on non-

critical areas like the arts leaves $1.6 million less that can be spent on critical areas like transporta-
tion and education. 

Claim: A dollar spent on the arts is one less dollar needed to be spent on corrections and law 
enforcement. 

Fact: If this claim were true, and this is dubious, then existing law enforcement and corrections 
expenditures should be diverted to fund the arts instead of raising taxes. 

Claim: When we shop in Salt Lake County, we pay ZAP but don’t get any of the benefits. Now 
we’ll get the benefit by imposing this tax on ourselves. 

Fact:  ZAP taxes paid by Orem residents in Salt Lake County will continue to remain in Salt 
Lake County, regardless of whether Orem imposes its own RAP tax. 

$286 Billion Federal Highway Bill Full of Pork  
By Representative John Dougall 
If you read or listened to the news a couple of months ago, you would have 

thought it was Christmas in July.  With reports like “Congress approves $286 billion 
national highway bill, almost $1.8B for Utah transportation,” or “Bill provides 
$200M for commuter rail,” or “Bevy of Utah projects to gain funding in bill,” and 
“The most federal funding ever committed to Utah in a transportation bill” who 
could blame you?  The news media listed project after project that was going to be 
built because of all this money from Washington.   It sounded a lot like “free money” 
– free for the taking.  The reality?  The money for the transportation bill came from 
someone, and that someone is you and me.  (We never saw any headline 

proclaiming: “Utah citizens send more gas taxes back to Washington than ever before.”) 
To make matters worse, Utah, like 

many of the other states in the nation is a 
“donor” state, meaning for every $1 in gas 
taxes we send back to D.C. we receive less 
than $1 in return.  You could think of it 
like those casino games advertised on the 
billboard in Nevada guaranteeing “98% 
loose slots.” In other words, we’re pretty 
much guaranteed to lose money in the 
transportation bill. 

But it doesn't stop there. Congress then 
divides the money in categories that it 
thinks should be funded and adds addi-
tional regulation that drives up the costs 
of projects, but does nothing to improve 
quality.  The net result?  Federal money is 
much less effective than state money 
(some claim 10-20% less effective).  

Add to the process the pork barrel 
spending where Congressmen pick those 
projects that will curry political favors and popularity with certain powerful constituency, all at the 
expense of an effective transportation system. The current reauthorization bill has over 6,000 
earmarked projects all at the dictate of Congress, overriding the local cities, counties, departments 

Rep. John  
Dougall 

Highways Made of Pork 

There are an estimated 6371 pork projects in the 
highway bill recently passed by Congress. Here’s a 
list of projects inserted into previous highway bills. 
See a disturbing trend? At this rate, they’ll eventu-
ally have to rename these as Pork Bills where high-
way projects are subjectively inserted, not the other 
way around.Every member of the U.S. House re-
ceived pork for their respective districts except one 
— Jeff Flake of Arizona’s 6th District. 

Year  Projects 
1956  2 
1982  10 
1987  152 
1991  538 
1998  1850 
2005  6371 

Source: www.clubforgrowth.org 
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of transportation, and state legislatures. The process fosters a groveling at the congressional 
trough for the detriment of America and its transportation system. 

In fact, the desire to spend was so great that the recently approved bill not only exceeded the 
limit the President claimed would bust the budget, but early reports indicate that the spending lev-
els in the newly passed transportation bill will bankrupt the Highway Trust Fund in the 2009-2010 
timeframe – meaning Congress will be spending more than is being infused into the trust fund. 

Is there a better way?  This past session, the Utah legislature took the opposite approach to 
transportation funding.  The legislature recognized that the most important objective for transpor-
tation funding is to ensure that our limited transportation funds were directed at the most critical 
needs in the State. So, rather than earmarking a set of new capacity projects, the legislature created 
the Transportation Investment Fund and is requiring the Transportation Commission to utilize an 
open, scientific criteria-driven process for ranking project needs to make sure that our limited 
funds go to our most essential projects, engaging science more and politics less. 

 10th Circuit Upholds Right of those Purchasing Property  
from Government to control its Use 

On October 3, 2005, the United States Court of Appeals for the 10th Circuit, in a unanimous de-
cision, dismissed a Complaint the American Civil Liberties Union (the “ACLU”) filed against Salt 
Lake City (the “City”) and the LDS Church (the “Church”), claiming that the Church’s Main Street 
Plaza must remain a public protest zone, and that the City’s sale of the  Plaza to the Church was a 
sham transaction, in violation of the Establishment Clause.  The 10th Circuit decision is a monu-
mental precedent for the proposition that cities may sell property to whomever they wish, includ-
ing churches, and that all property owners, including churches, cannot be deprived of their rights 
to control activity on their own property.  Specifically, the Court held that the Plaza is not “public 
forum,” that the “sale of [the] easement is not a sham transaction,” and that “Plaintiffs’ unsup-
ported allegations of pretext are insufficient for us to ignore the numerous legitimate reasons for 
the [sales] transaction.” 

The Court’s analysis in many respects tracks the arguments the Utah Taxpayers Association, the 
Sutherland Institute and the Utah Association of Realtors made in an amicus brief supporting the 
City and the Church.  The Amici argued, “the City and the Church followed [the 10th Circuit’s pre-
vious] admonition that the public forum easement could be extinguished by sale of the City’s inter-
est to the Church, thereby making the property entirely private.”  The 10th Circuit found this point 
significant: “The City and Church could conclude that by choosing one of the options presented [ei-
ther permit free speech or relinquish the easement so that it becomes entirely private] each could 
avoid further litigation involving potential constitutional violations.” 

The Court concluded the Complaint “contains no well-pleaded factual allegations that suggest a 
sham . . . [I]t is not surprising that the Church, like any other property owner, would take steps to 
preserve its quiet enjoyment.”  The concluding paragraph in the Amici’s brief sums up the signifi-
cance of the 10th Circuit opinion: “Property rights cannot be cast aside without raising serious 
questions under the United States Constitution.  Plaintiffs have no rights of free speech on the 
Church’s private property, and to hold otherwise would violate the private property rights, the free 
speech rights and the freedom of religion the United States Constitution secures for the Church, 
and all United States citizens.”  

RDA Watch – Cities Finally 
 Getting It 
The Tax Reform Task Force has presented a number of proposals 
for tax reform including proposals supported by cities to prevent 

Redevelopment Agency (RDA) abuses. Redevelopment agen-
cies have been getting a lot of attention from the task force and 
from all interested parties. The picture below was on the cover of 
the recently concluded Utah League of Cities and Towns annual 

conference (ULCT). The person in the dunce cap is writing “I 
will not give incentives for retail development.” Models posing for 
the photograph are ULCT President Ken Bullock as the dunce 
and Taylorsville Mayor Janice Auger as the school marm.   
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