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World Renowned Economist Addresses 2002 Utah Taxes Now Conference

Utah's High Taxes Reduce Growth

I f Utah wants to make it through its
current tough economic times and en-
sure sustained economic growth, it must
avoid tax increases at all costs, according
toDr. Richard Vedder, Ohio University
Economist who spoke at the Utah Taxpay-
ers Association’s annual conference on
May 17.

“The evidence is overwhelming that
you will be amore prosperous peopleif
you allow the private sector lots of free-
dom and minimize the cost and scope of
government and the taxes levied to fi-
nanceit,” Vedder said. “States that tax
their citizens highly have lower rates of
economic growth as a conseguence of
taxation.”

L ow-tax vs. High-tax States

L ooking over the 40 year period 1957 to
1997, Vedder compared thegrowthinreal
per capitaincome of the 10 highest-taxed
states with that of the 10 states with the

" The evidence is overwhelming
that you will be a more prosperous
peopleif you allow the private sec-
tor lots of freedom and minimize the
cost and scope of government and
the taxes levied to finance it"

lowest tax burdens. The growth in the
high tax states averaged 115%, compared
with 138% in the states with the lowest tax
burden. That extragrowth inthelower tax
states amounts to about $8,000 greater
annual income by the end of the period
for atypical family of four. Moreover,
population growth tends to be greater in
states with lower taxes, so total personal
income over time rose on average more
than twice as much in the low tax states as

Leavitt: Invest More in People,

At the 2002 Utah TaxesNow Confer-
ence, Governor Micheal L eavitt said,
"Utah's current tax structureis not aligned
with Utah's new economy and significant
changes need to be made". The Governor
also emphasized theimportance of market-
ing the "Utah brand" and addressed recent
budget shortfalls.

L eavitt maintained that Utah’ stax struc-
ture needs to be overhauled because the
economy has changed. Leavitt mentioned
that the State loses more than $100 million
per year in salestax revenue dueto remote
sales, afigurethat is expected to increase
dramatically every year as Utahns purchase
moreitemson-line. Leavitt also pointed out
that Utah's economy, like therest of the
nation, is becoming more service-based and
less manufacturing-based. The Governor
also emphasized that the state’ sreliance on
capital gainstax revenue, aone-timerev-
enue source, to finance on-going projects

hascontributed tothe FY 2002 and FY 2003
shortfalls.

Leavitt stated that Utah needed to de-
cide whether an asset-based investment
strategy or a human-based strategy would
be pursued. Should Utah invest in people or
equipment?“ Our primary investment, given
the nature of our economy, should clearly
be madein people. Thisisanew economy,
one driven by brainpower, not brawvn”, the
Governor stated. The Governor criticized the
current tax structure that creates incentives
to further capital investment alone.

L eavitt criticized Utah’ scurrent policy
of subsidizing water development and op-
eration through property tax revenuein-
stead of user fees. Utahns use more water
per capitathan virtudly any statein the
country, probably because Utah water rates
are among the lowest in the country. “I
don't understand the logic of subsidizing
what we have a severe shortage of - water -

opposed to high tax states.

Citing specificexamples, Vedder ex-
plained that neighboring states Kentucky
and Tennessee are very much alike with
diverseeconomies. Historically, income
per person was somewhat higher in Ken-
tucky. 1n 1957, thetax burden was|ower
in Kentucky than in Tennessee. Over
time, Kentucky aggressively raised taxes,
particularly onincome, while Tennessee
did not — not even implementing a per-
sonal incometax. By 1997, stateand local
taxeswere 25% larger asapercent of in-
comein Kentucky compared with Tennes-
see. Y et Kentucky, which had 5% higher
per capitaincome than Tennesseein 1957,
now has 10% lower income per person.

Vedder also compared sun belt states
Floridaand California. In1957,income
than in Florida, but over the next 40 years
thedifferential largely disappeared.

(Continued on page 3)

Less in Capital

and the undersupporting of something we
have an abundance of - children”.

Other than mentioning water subsidies
and the need for protecting public educa
tion, Leavitt did not specifically detail how
Utah should divert investments from capital
to people. Many members of the audience
wondered if the Governor intendsto revisit
themanufacturing salestax exemption.

Leavitt also discussed the budget short-
falsfor FY 2002andFY 2003. Hesaidthree
factors have contributed to the nearly $400
millionshortfalinFY 2002and$173million
shortfall in FY 2003. First wastheaforemen-
tioned lack of aignment between Utah's
new economy and the current tax structure.
Second was the volatile revenue sources,
particularly capital gainsincome (and also
corporatefranchisetax income). Third was
thenational economy which hasofficialy
been in recession since March 2001.
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My
Corner

By Howard Stephenson

During the last five months the Utah
L egislature successfully resolved arev-
enue shortfall of nearly $400 millioninthe
2002 state budget
(which ends June
30), without atax
increase. Thisisa
huge difference
fromthetaxin-
creases of the 1986
legislature. The
statefaced asimilar
economic down-
turn sixteen years
ago but the legisla-
ture solved the
budget shortfall inpart witha$202 million
taxincrease.

Inlate June and early July the legisla-
tureis planning to meet in a special ses-
sion to solve a projected 2003 budget
shortfall of $173million. Utah’ seducation
community isalready expressing concern
about potential cuts in public education
funding. Some districts have announced
that if education isto receive its propor-
tionate 45% share of trimming, classsizes
will haveto increase significantly and
hundreds of teaching positions will have
to beeliminated.

But any predictions of drastic educa-
tion cuts just don’t add up, especially
given the history of how the legislature
dealt with education in the 2002 budget
trimming. It could have been reasonably
expected, sincemost of the $400 million
2002 budget problem resulted from short-
fallsin taxes earmarked for education, that
most of the spending cuts would be made
in the education budget. From another
perspective, since public education com-
prises 45% of the state’s combined educa-
tion and general fund budgets, it could be
reasonably expected that public education
would receive 45% of the cuts.

But because the legislature was con-
vinced that public education continued to
be atop priority, the cutsin 2002 educa-
tion spending amounted to approximately
$40 million, or just 10% of thetotal. Addi-
tionally, in addressing the ongoing rev-

Mr. Stephenson

Noted economist Dr. Rich-
ard Vedder shared 10fiscal
commandmentsfor state
governmentsthat will help
maintain or restore eco-

nomic prosperity:
1. Thou shalt keep

taxes low.

2. Thou shalt reduce taxes on in-
come and wealth.

3. Thou shalt keep marginal tax
rates on income and wealth.

4. Thou shalt not engage in corpo-
rate welfare by giveaways to fa-
vored investors.

Ten Commandments of Economic Prosperity

5. Thou shalt limit taxes and/or ex
pendituresconstitutionally.

6. Thou shalt be diligent and mod-
eratein collecting and spending
rainy day funds.

7. Thou shalt protect employees
from extortion of their funds for
political purposes..

8. Thou shalt privatize much of
current expenditure of funds.

9. Thou shalt provide help to chil-
dren, not schools, in promoting
learning.

10 Thou shalt pay your public ser-
vants according to their contribu-
tion to prosperity.

enue shortfall the 2003 education budget
isdownjust 1.7% fromthe original 2002
budget.

From the negative feedback and criti-
cism legislators have received about these
cutsfrom many in the education commu-
nity, | don’t think many educators have
any idea how fortunate they were that the
Utah Legislatureis committed to holding
education relatively harmless.

In fact, the past decade has shown
the legislature to have been very gener-
ouswith school funding. Since 1992, edu-
cation funding has increased $1 billion or
82% while student enrollments havein-
creased only 6% and inflation has been
just 32%. This has enabled Utah schools
to reduce class sizes to just 20.7 students
per teacher and has produced increases in
teacher salaries and benefits, ranking Utah
total teacher compensation highest of all
six neighboring states.

Utah’'s 40 local school boards are cur-
rently in the process of setting budgets
for the 2003 school year and many aretalk-
ing about drastic cuts in teaching staff
and increasesin class sizes. Onelarge
district has suggested that it may have to
reduce teaching staff by 8%. Observers
wonder how a1.7% cut in overall spend-
ing can translate into an 8% reduction in
number of teachers. Districtsclaim that
there are increasing costs of operations
and maintenance. They’'reright, but these
costs are not beyond their control.

One of the biggest yet little-known
annual cost increases is the automatic

step and lane changes built into district
salary schedules. These automatic pay
raises are on top of the usual cost-of-liv-
ing adjustments. Steps - which are given
to al teachers who are not at the top of
the salary schedule - typically increase
salaries by 4% to 6% each year. Lane
changes - which are given for advanced
college education - typically range from
2% to 5%. These automatic increases add
about $20 million or more each year to
education budgets and in lean years like
these, cause class sizes to increase or
other student-related services to suffer.

In these years of low inflation and
revenue shortfalls, automatic pay raises
are inappropriate. When you hear that no
cost-of-living adjustments are being given
thisyear, remember, it doesn’t mean teach-
ers are not getting pay raises.

Waste Watch

The Department of Natural Resources
(DNR) hasbeenin the newslately for clos-
ing state parks to accomodate budget cuts
amounting to about $1 million. But whileit's|
closing parks, the DNR is spending a boat-
load of money on equipment it won't need
for nearly two years.

DNR this spring took bidsfor turf
equipment to be used at the new Soldier
Hollow Golf Coursewhichisnow under
construction. The quarter million dollars of
equipment will be purchased before July 1st
and warehoused until the golf courseisfin-
ishedineither fall 2003 or spring 2004.
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Utah's High Taxes Reduce Growth

(Continued from page 1)
Whileseveral factorswereat work, Cali-
forniaraised itstax burden more than
Floridadid. Whilethetop rate on the
stateincometax in Californiareached over
9%, inFloridait remained zero.

Dr. Vedder said the examples abound:
[llinoisand Ohio, New Y ork and New Jer-
sey, New HampshireandVermont, Dela-
ware and Pennsylvania. In each case, the
state that raised their tax burden the least
over time had the higher rate of growthin
income.

Utahan Exception?

“Y ou might say that Utah is an excep-
tiontotherule,” Dr. Vedder said, pointing
to the fact that Utah has avery high ag-
gregate state and local tax burden, ranking
9"in 1999 in total state and local taxesasa
percent of personal income. Y et by most
measures, Utah’ seconomic growthinre-
cent times has exceeded the national aver-
age. Vedder said the Utah situation
proves that non-tax factors also impact
economic growth. Utah is a state that has
afairly well educated population and in
modern times knowledge-based skills have

commanded alarger premiuminlabor mar-
kets. Utah'stradition of intact familieshas
produced comparatively lower welfare
costs.

Still, taxesmatter and Utah’ sgrowth
would have been even greater had
policymakersmoderatedtaxes.

Utahvs Colorado

Dr. Vedder compared Utah and Colo-
rado. In 1957, per capitaincomewas 14%
higher in Colorado than in Utah. Today, it
ismorethan 34% higher. Typically, over
time, incomedifferential snarrow between
states as capital migratesinto low wage ar-
eas - but that did not happen with Utah
compared with Colorado. 1n 1999, thetypi-
cal citizen of Colorado paid $14.53lessin
state and local taxes of each $1,000 earned
than the citizen of Utah. For someone
making $50,000 ayear, that translatesinto
$726. Whereas, Utah ranks 9" in overall
tax burden, Colorado ranks41%. Moreover,
the two states took divergent paths over
time. In 1977, the tax burden was actually
significantly higher in Colorado than Utah.
Over the next 22 years, the overall tax bur-

denfell rather sharply in Colorado, while
it actually rosein Utah. Vedder ex-
plained that isamajor reason why Colo-
rado is considerably above the national
averageinincome per capital, and Utah
isbelow. Vedder said that by any mea-
sure Utah israted as agenerally un-
friendly state from the stand point of
earning and income, accumulation
wealth, or operating abusiness. "Y our
tax and fiscal climate comparesfavorably
with noneof your neighbors." He cited
five studies that either graded or ranked
the states on their fiscal policies or more
generally on their environment for busi-
ness. Vedder converted all the rankings
into letter grades. Utah's highest grade,
from Boomberg and Beacon Hill wasa
s0-s0 B-. The Small Business Survival
CommittegaveUtahaC-. TheAmerican
L egidlative Exchange Council gave Utah
aD. Themedian of al studiesisaC-.
The median grade for Nevada and Wyo-
mingisA and Colorado aB. Arizona
ratesa C+. Only Idaho does as poorly as
Utah, withaC-.

Truth-in-Taxation: Let it Be

Truth-in-Taxationisworking exactly
asit wasintended according to former tax
commissioner Mark Buchi. Buchi ad-
dressed the issue of protecting property
taxpayersat the 2002 Utah TaxesNow
Conference. Buchi discussed the various
attempts in the recent past to dilute Utah's
Truth-in-Taxationlaw and reviewed prop-
erty tax billsfromthe 2002 |egislature.

Buchi defended Utah's frequently
misunderstood Truth-in-Taxation (TNT)
law. The essence of TNT is notification,
disclosure, and the elimination of auto-
matic property tax increases. Prior to
TNT’ senactment, local governmentsre-
ceived an automatic tax increase when
property valuationsincreased. Taxpayer
advocates had argued that local govern-
ments should not receive an automatic
12% revenue increase simply because
property valuations increased 12%. Coun-
ties had been claiming that taxes were not
increasing if thetax rate was not increas-
ing even though the actual tax bill was
increasing due to the increased valuation.

TNT correctsthisproblemintwo
ways. First, property tax rates are recal cu-
lated every year. As property valuations
increase, the tax rateis reduced accord-
ingly so that the local tax entity does not

receive an automatic revenue increase.
Second, if thelocal tax entity wishesto
increase the newly calculated rate, known
asthecertified rate, TNT requiresthelo-
cal tax entity to publicly discloseitsinten-
tion to increase property taxes. The tax
entity must then conduct a public meeting
to discuss the increase. Buchi noted that
local tax entities can still increase property
taxes, but at least they must now go
through the notification and hearing pro-
cess. Buchi cited data showing that state-
wide property collections had been in-
creasing 12% annually prior to TNT, but
since then the growth had decelerated to
5.5%. Buchi'sadviceto policy makersre-
garding TNT wassimply "Let it be".
Buchi also discussed two property
tax billsaddressed by the 2002 legislature:
HB305 and SB84. HB305 waspassed by
the legislature to prevent counties from
placing onerous disclosure requirements
on primary residence owners. Utah grants
asizeable 45% property tax exemption for
primary residences. Buchi stated that this
exemption poses unique problemsto as-
sessorsin countieslike Summit and
Washington since both counties have a
large number of secondary residences
located in neighborhoods that are com-

prised basically of primary residences.
Consequently, counties have been requir-
ing that property owners submit annual
affidavits stating that the property serves
asaprimary residence.

HB305 permitscountiesto require
primary residence affidavits only under
certain conditions, such as when property
ownership changes hands.

SB84 was an attempt to address the
issue of non-certified "tax reps’ providing
services to property owners who believe
their property appraisal istoo high. Buchi
noted that while the mass appraisal sys-
tem used by counties to assess property
valuationsisvery efficient and accurate, it
isby no means perfect. Since a certified
residential appraisal can cost more than
$500and acertifiedcommercial appraisal
can cost thousands of dollars, many prop-
erty owners are discouraged from contest-
ing the assessor’s valuation. Therefore,
tax reps provide a valuable service by op-
erating on a contingency fee basis instead
of charging an upfront fee like certified
appraisers.

Thelegislature did not pass SB84, but
Buchi commented that tax reps play ama-
jor role in ensuring that valuations are
accurate.
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Association

The Association annually re-
views the budgets of local school
districts, counties and the state’s
largest cities. To date, 14 school dis-
tricts and one city indicate that they
plan to increase property taxes.
Memberswill receive Tax Alertsde-
tailing property tax increasesin their
area.

Many school districts notified
the Association that their final bud-
getswill not be determined until the
legislature meets in June to address
the FY 2003 budget shortfall. There-
fore, additional school districts may
be increasing property taxes. Inthe
event that this does occur, the Asso-
ciationwill adviseitsmembers.

Layton City: City officialsare
proposing an enterprise fund to
improve the storm sewer utility. The
fund would accrue money viaanew
user fee which is based on parcel size
and amount of impervious surface
areaof parcel.

Millard School District: Last
year, voters authorized the school
district’s recommendation of avoted
leeway of .0004. Thisyear, officials
are proposing to raise taxes 5.92%to
compensate for aloss on centrally
assessed property valuation. Offi-
cials are also proposing to impose a
new .0002 recreationlevy. Theexist-
ing rate increase plus the recreation
levy would equal atax increase of
9.78%.

CacheSchool District: Last
year, school district official smaxi-
mized the voted leeway by increasing
taxes.000097. Thisyear, thedistrict
is planning to increase the 10% of
basicto cover the $600,000 shortfall.
The proposal would have the follow-
ingimpact on a$135,000 property:
$15residential, $27 commercial.

M or gan School District: Last
year, the district imposed an increase
of .000057 inthe 10% basic, capital
outlay and board leeway. Thisyear,
officials are proposing to increase
the 10% of basic and capital outlay
from.004963t0.005635. Thefunds
from the increase would be put aside
inabuilding reservefor building
renovation, property purchases and
new construction. The proposal
would have the following impact on a

Reviews 2002-03

_ocal Budgets

PUBLIC

$100,000 property: $36.96 residential,
$67.20commercial.
Emery School District: School offi-

cials want to increase the voted leeway
by .0004 to finance the increase cost
associated with step and lanes; and
health/dental insurance. The proposal
would have the following impact on a
$100,000 property: $22residentia , $40
commercidl.

Beaver School District: School
district officials are expecting to recover
the cost of a$80,000 rebate by imposing
ajudgment levy.

Murray School District: School
district officialsare proposing toin-
crease 10% of the basic and the capital
outlay by .000678. Thefundsfromthe
increase would go to text books, sup-
plies and the renovation of ajunior high
school. The proposal would have the
followingimpact ona$100,000 prop-
erty: $37 residential, $68 commercial.

L ogan School District: Last year,
school district officials maintained the
2000 property tax levy instead of adopt-
ingthelower 2001 certified tax rate.
Thisyear, officials are continuing the
practice of increasing property taxes by
using the previous year's rate instead of
thecertified rate.

Weber School District: School dis-
trict officials are proposing to increase
taxes by 2% by increasing the voted
leeway.

Provo School District: School dis-
trict officialsare proposing a15%in-
creasein property taxes. Thetax in-
crease would go to fund textbooks, sup-
plies and remodeling. The proposal
would have the following impact on a

$100,000 property: $46.70 residential,
$84.90commercial.
Sevier School District: School dis-

SCHOOL HEAR- TIME TAX COLA HEALTH
HIKE INS.
ING
Alpine 6/18 6:00 PM  No 0.00% 10.70%
Beaver 6/4 2:00 PM  Yes 1.50% 14.00%
Box Elder 6/19 6:45PM No 0.00% 6.20%
Cache 6/20 7:00PM Yes 0.00% 15.00%
Carbon 6/18 5:00PM  No 0.00% 0.00%
Daggett 6/12  7:00PM  No 0.00% 6.00%
Davis 6/18 5:30 PM No  0.00% 9.60%
Duchesne 6/13  T7:25PM No 0.00% 0.00%
Emery 8/13 7:00PM Yes 6.00% 0.00%
Garfield 6/13  7:00PM  No 0.00% 6.00%
Grand 6/19 6:00PM No 0.00% 10.00%
Granite 6/18 8:00 PM  No 0.00% 13.00%
Iron 6/18 6:00PM Yes 0.00% 13.07%
Jordan 6/11  7:00PM No 0.00% 16.00%
Juab 6/19 6:00PM No 0.00% 1.00%
Kane 6/21 6:00PM Yes 0.00% 6.00%
Logan 6/11 6:00PM Yes TBA TBA
Millard 6/13 6:00PM Yes 0.00% 14.40%
Morgan 6/18 6:00 PM Yes TBA TBA
Murray 6/12 7:00PM Yes 0.00% 17.00%
Nebo 6/18 6:00PM  No 0.00% 15.00%
North Sanpete 6/18 7:00 PM  No 0.00% 14.00%
North Summiit 6/12 7:30 PM  Yes 1.00% 6.00%
Ogden 6/19 5:30PM  No 0.00% 0.00%
Park City 6/19 7:00PM Yes 0.00% 13.00%
Piute 6/11 TBA No 0.00% 6.80%
Provo 6/18 7:00 PM Yes TBA TBA
Rich 6/19 TBA No TBA TBA
Salt Lake 6/18 7:00 PM  No 0.00% 15.00%
San Juan 6/17 2:00PM  No 0.00% 0.00%
Sevier 6/25 6:00PM Yes 0.00%  0.00%
South Sanpete 6/12  6:30 PM  No 0.00% 14.10%
South Summit 6/20 7:00PM  No 0.00% 14.00%
Tintic 6/15 5:00PM  No 3.00% 5.00%
Tooele 6/18 6:00PM No 0.00% TBA
Uintah 5/28 7:00PM  No 0.00% 1.00%
Wasatch 6/13 7:00PM  No 0.00% 1.00%
Washington 6/11 2:.00PM No 0.00% 11.80%
Wayne 6/19 7:30PM  No 0.00% 7.00%
Weber 6/12 6:0UPM Yes U0.00%  15.00%
PUBLIC
CITY HEAR- TIME TAX COLA HEALTH
HIKE INS.
ING
Bounitful 6/11  7:00 PM  No 2.00% 10.00%
Layton 6/20 7:00PM Yes 4.50%  0.00%
Logan NA NA NA NA NA
Murray 6/4 6:45 PM No 3.00% 7.00%
Ogden 6/4 5:00PM  No 2.00% 8.50%
Orem 6/4 6:20 PM No 1.70% 15.00%
Provo 6/4 7:00PM  No 1.00% 20.00%
Roy 6/4 7:00 PM  No 3.00% 28.00%
Salt Lake 5/21 TBA No 3.00% 11.00%
Sandy 6/4 7:.05PM  No 4.00% 6.00%
South Jordan 5/21 TBA No 4.00% 6.20%
St. George 6/6 5:00PM  No 4.00% 10.00%
Tayorsville 6/15 6:30 PM  No 2.75% 11.00%
West Jordan 5/28 TBA No 2.50% 0.00%
West Valley 6/7 6:30 PM No 0.00% 2.50%

trict officials are proposing to raise both
the transportation levy and tort liability.
The combined rate increase would be
.000087. The proposal would havethe
followingimpact ona$100,000 prop-
erty: $4.79 residential, $8.70 commercial.
North Summit School District:
School district officials are proposing a
board levy of .0004. Thefundsfromthe
increasewould generate approximately
$149,000 and go to teachers' salaries.
The proposal would have the following
impact ona$100,000 property: $22 resi-

dential, $40commercial.
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Assoclation Honors Hansen, Workman and Bullock

Three community leaders were hon-
ored at the recent Utah Taxes Now Confer-
ence for their contributions to the taxpay-
ersof Utah.

Lifetime Service Award

Association President Howard
Stephenson presented the 2002 Lifetime
Service Awardto Congressman Jim
Hansen. With the end of the cold war in
the early 1990s, the United States Con-
gress began the process of downsizing
the U.S. military. Base closingswere at the
forefront of congressional action during
the closure rounds of 1991, 1993 and again
in1995. Utah'slargest employerisHill Air
Force Basewith 22,000 jobs. Dueto Con-
gressman Hansen's efforts, Hill survived
all three rounds, even as basesin more
politically powerful states such as Califor-
niaand Texas were closed.

Thisisjust one exampleof Jim
Hansen’s successful service to the
citizens of the state of Utah. Stephenson
noted "We could spend the rest of the
afternoon enumerating Congressman
Hansen's successful work in fighting to
protect other military installations, his
work advocating for NASA and the Space
Shuttle, Thiokol (now Alliant Tech), Utah
defense contractors, Utah State Univer-
sity, public lands and natural resources,
National Parks, National Monuments and
Heritage Areas, the Central Utah Project,
paymentsin lieu of taxes, disaster assis-
tance for Utah counties, transportation
and public works, and the list goes on and
on." He sponsored the legislation to
return to the states the right to set their
own speed limits on highways.

Mr. Hansen was the longest-serving
member in history on the House Ethics
Committee. Because of hisintegrity, he
was entrusted to investigate the abuses
by some members of the House bank, the
ABSCAM bribery scandal, and investiga-
tions of Speakers Jim Wright and Newt
Gingrich.

Jim Hansen isthe only Utah Con-
gressman to ever chair afull Congres-
sional Committee and he chaired two: The
Ethicscommittee and the Committee on
Resources.

Many national taxpayer groups and
citizen groups have given Congressman
Hansen their highest awards including the
following: Americansfor Tax Reform, The
Watchdogs of the Treasury, Inc., Citizens
for a Sound Economy, National Federation
of Independent Business, and the U.S.

Chamber of Commerce.

Taxpayer Service Award

Association Vice President Mike
Jerman presented the 2002 Taxpayer
Serviceawardto Salt Lake County M ayor
Nancy Workman. When voters approved
the Mayor-Council form of government,
observerswere al alittle nervous about
whether the new form of government
would be more or less costly for taxpay-
ers. Then when the outgoing three
commissioners balanced their final budget
with amassive property tax increase,
everyone wondered if the new Mayor and
Council would just accept it asanew,
higher spending base to give them more
wiggleroom, or whether they would
accept the challenge from taxpayersto
trim spending.

Taxpayerswerethrilled to seethis
new mayor’sleadership in taking on
department heads — with whom she had
become so close as the elected county
recorder. Mayor Workman stood her
ground and actually proposed a nearly $1
million cut in the property tax which had
been adopted by the commissioners.

But convincing the council was a
difficult task. It looked likethe Mayor’s
tax proposal was one vote shy of passage
when she and the Taxpayers Association
began lobbying the council. In the
meeting where the vote was taken, the
message given by the Mayor and Taxpay-
ers Association was compelling: Taxpay-
ers had had enough. The vote was then
called and we saw the Mayor’s proposal
to reduce the municipal servicestax
increase pass by anarrow 5 to 4 vote.

But Mayor Workman still wasn’t
satisfied. Last fall, she made surethe first
budget she presented to the Council was
virtually flat, requiring departmentstotrim
spending in order to accommodate
inflationary costs.

Thislegislative session, members of
the Salt Lake County Council were hoping
the county could get the legislature to
authorize a 6% utility franchisetax inthe
unincorporated areas of the county. This
tax could have a devastating impact on
jobswhich rely on energy consumption.
Mayor Workman told council members
that she would be opposing the utility
franchise tax. Advocates of the tax
decided this was not the year.

For her fiscal toughness and her
refusal to beintimidated, Mayor Nancy
Workmanreceivedthe” 2002 Taxpayer

Advocate of the Y ear Award.”

Excellence in Public Service

Association Chairman Paul Judd pre-
sented the Excellencein Public Service
Award to Fraser Bullock. With 20/20
hindsight, Utahns seem to be universally
pleased with our hosting of the 2002 Win-
ter Olympic Games. But threeyearsago
many of us seriously wondered if Utah
had made amistakeinwinning the Olym-
pichid.

At that timethe Salt Lake Organizing
Committeefor the Olympic Gamesfaced a
budget deficit of $400million. Inaddition,
ascandal had paralyzed the organization
and made several sponsors want to
disassociate themselves from the Games.
At that point, it looked highly unlikely
that the $59 million repayment to the state
and localitiesfor their salestax diversion
or the promised $40 million endowment to
the Utah Athletic Foundation would ever
be paid. It was also uncertain whether the
Games would need to be rescued in some
form by Utah taxpayers. Arguing had
begun over whether the City of Salt Lake
or the State of Utah would be left holding
the bag for the legal liability of cost
overruns.Now, threeyears|ater, the 2002
OlympicWinter Gameswereacomplete
success. Not only did SLOC repay the $59
millionand $40 million, butit paidthe
amountsback early. SL OC also contrib-
uted $141 million to the devel opment of
sport and entertainment facilities. It made
over $6 millionin charitable contributions.
And SLOC ended up witha$56 million
surplus, to further enhance the legacy of
the Games and sport in Utah.

In his address to the Utah Legislature
immediately followingthe Olympics, Mitt
Romney made it clear that thereis no one
more responsible for the financial success
of the Gamesthan Fraser Bullock.

Utah County ZAP
Tax?

City councils throughout Utah County are
submitting resolutions to the Utah County
Commission urging the commissionersto
placeaZAP (Zoo, Arts and Parks) salestax
proposal on the November general election
ballot. Y our Taxpayers Association ismoni-
toring this situation very closely and urges
Utah County members to express opposi-
tion to this proposal by contacting Com-
missionersGary Herbert, David Gardner,
andJerry Grover at (801) 370-8133.
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Economic Experts and Business Leaders Discuss Economy

“Increasing Economic Activity to
Fund Education Growth” was the theme of
the Utah Taxpayers Association’s 24"
Annual Utah Taxes Now Conference at
theHilton Hotel in downtown Salt Lake
City on May 17™. The Association invited
economic experts and business leaders to
discuss Utah’s demographic and eco-
nomic climate and how education funding
could be increased without increasing
taxes. Association Chairman Paul Judd
opened the conference and set the tone
for the event by stating “ The Utah Tax-
payers Association's support for educa-
tion funding has not always been well un-
derstood because of the Association’s
opposition to tax hike proposals. The As-
sociation isworking towards being a part
of the solution”. Judd noted that Utah is
facing serious challenges over the next
eight years as an additional 100,000 stu-
dents enter the system while the state
grapples with a potential shortage of math
and science teachers.

Mike Christensen, Director of the
Officeof Legidative Research and General
Counsel, addressed major economic and
demographic trends impacting Utahns and
compared these trends with the rest of the
nation.

Christensen noted that Utah's high
birth rate- 2.5 births per women in Utah
comparedto 2.0inthe U.S.- poses signifi-
cant challenges for funding education.
The percentage of Utah's population that
is of school ageis 21% higher than the
national average while the percentage of
Utah's population that is of working age

is 4% below the national average.

Utah's per student education spend-
ing increased dramatically during the
1990s for two reasons. Public school en-
rollment wasrelatively flat whiletotal per-
sonal incomeincreased dramatically.

Regarding economic incentives,
Christensen conceded that Utah did not
offer as many business incentives as other

" The Utah Taxpayers Association's
support for education funding has
not always been well understood
because of the Association's opposi-
tion to tax hike proposals.”

Paul Judd

states nor were these incentives as large.
Nevertheless, companies are still coming
to Utah because of Utah’s young, grow-
ingworkforce.

The Taxpayers Association invited
Paul Ahlstrom of VV-Spring Capital, Rip
Rippetoe of the Utah Tourism Industry
Coalition, and ChrisRoybal of the Eco-
nomic Development Corporation of Utah
to discuss the issue of increasing eco-
nomic activity inlieu of raising taxesto
fund economic growth.

Ahlstrom stated that raising taxes
kills corporateinitiatives and diminishes
the revenue base. Ahlstrom noted that
while Utahns are highly innovative, this
ability to innovate has not translated into
large companies being created in Utah.

Ahlstrom proposed a tax reduction con-
tract, which he also characterized asa
Laffer Curve strategy. Asthe economy
and tax revenues grow, tax rateswill be
reduced.

Rip Rippetoe discussed the impact
tourism has on the Utah economy. Tour-
ism has been ranked in the top five indus-
triesin Utah for the past decade. Approxi-
mately $340 millionin stateand local taxes
arederived from tourism, and tourism com-
prises 7% of Utah's gross state product
whileproviding employment for 12% of
Utah' snon-agricultural workforce.
Rippetoe echoed Governor L eavitt’ s mes-
sage about the importance of promoting
the “Utah brand”.

Chris Roybal elaborated on the fac-
torsthat determine whether or not acom-
pany decides to locate to Utah. Roybal
identified four mgjor factors: labor, loca-
tion, costs, and infrastructure. Utah's
young, loyal, well-educated labor forceis
amajor incentive for businessesto relo-
cate to Utah. Utah' s location provides
businesses a low cost western alternative
to California. Utah's business cost struc-
ture, which includes labor costs, utilities,
property taxes, and workers compensa-
tion, are seriously reviewed by companies
considering locating in Utah. Utah'sinfra-
structure, which includes the Delta Air-
lineshubin Salt Lake City, isgenerally
viewed asfavorable



