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Robert Paul Huefner*

Utah’s 2012 Legislature Holds Its Course —
with What Foresight?

Abstract: Utah’s legislative session ended Thursday, March 9, 2013. The ship of
state made little change in course. It sliced through waters calmed in part by
appropriations of $13 billion, at or near a new post-recession total. Contentions
over the sources and uses of funds were limited, as the legislature steered clear of
big changes. Debates (nay, pronouncements) instead built election-year themes:
bash the federal government and fight (or hide) sex. This budget report focuses
upon the legislative session, the allocation of benefits and burdens.
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1 Session Summary

When Utah’s 2012 legislative session ended in March, The Salt Lake Tribune sum-
marized it as, “45 days of efficient law-making, angry fist-shaking at the federal
government, conservative cause-pushing and the meting out of more cash than
the state has seen in several years. It was an otherwise mundane session without
scandal or public furor” (Gehrke 2012c,d). The next day the Tribune, a progres-
sive (and the state’s largest) paper opined the “Utah budget a reasonable plan.”
(Salt Lake Tribune 2012c) The ship of state made little change in course. It sliced
through waters calmed in part by appropriations of $13 billion, at or near a new
post-recession total. Contentions over the sources and uses of funds were limited,
as the legislature steered clear of big changes. Debates (nay, pronouncements)
instead built election-year themes: bash the federal government and fight (or
hide) sex.

Who frames the budget’s focus and discussion? To what extent should the
legislature, the press, and/or the public decide what is considered? Should, and
can, attention be more certainly and usefully shifted to fiscal affairs? Does Utah’s
reputation for good financial management mean discussion is adequate and
well-focused? Fiscal issues decided this year show varying degrees of legislative



524 —— RobertPaul Huefner DE GRUYTER

and public attention, illustrating the problems and importance of determining
what questions to consider.

1.1 Bonding

Historically, Utah legislatures have tended to avoid bonding. Recently, without
fanfare, Utah rapidly expanded its bonding, providing highways and economic
stimulus. Risks were controlled, even while approaching the constitutional limit
of general obligation debt, through careful analysis and strategies (e.g., no new
authorizations this year). Utah made a similar expansion of debt in the mid
Sixties, with similar success, but for financing higher education (Rampton 1989:,
pp. 126, 135, 142, 143).

1.2 Taxes
The legislature took little action and skipped most discussion of two significant
decisions. It skipped the opportunity usually taken to use a portion of new rev-

enues to reduce taxes and the question of whether to remove tax preferences in
order to reduce general tax rates or to better fund programs.

1.3 Public education

Although continued complaints and facts argue for a catch-up in funding, debate
and action were successfully limited to what could be done with expected rev-
enues, and public education was not especially favored.

1.4 Transportation

Highway construction moved ahead, with the state’s least transparent financing.

1.5 Health

The health budget did little to change present programs. It instead moved to reso-
lutions that Utah, being “the best managed state in the country,” should take
over government-supported health care, to be financed by new federal revenue
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sharing. While such were the stuff of public debates, the real action was appro-
priations giving health the greatest percentage increases of the major state
expenditures.

1.6 Higher Education

Colleges and universities had their best, though far from great, year since the
recession hit with a 3% increase (including salary increases for the first time since
the recession). The justification was to support economic growth through an edu-
cated work force and technological innovation.

2 Budget Purposes

Behind the major budget decisions were fundamental concerns and tools that
appear to be increasingly recognized and more fully developed by executive and
legislative staffs as well as by elected leadership. (1) The state is using, though
not always recognizing, its fiscal policy tools (e.g., bonding) to smooth economic
disruptions and cycles. (2) The state has growing capacities for information col-
lection and sharing to make budgeting accountable through knowledgeable,
representative, and fair procedures (e.g., financial reports; public and private
medical expenditures). (3) The state’s leadership, public and private, knows
Utah faces questions of generational responsibilities in appropriations for opera-
tions (e.g., public education and health) and infrastructure (e.g., transportation
and water) — but while Utah’s planning tools are relatively strong (Huefner 2011;
Murray 2011), its provisions for long-term needs (e.g., educational finance; water
allocation/conservation; environmental health) are limited because support goes
to immediate benefits serving present political interests.

The budget serves two purposes: to allocate funds and financial burdens,
and, after passage, to assure that expenditures conform to the appropriations.
The first purpose is best met through discussion and compromise informed
by facts and guided by public values. Regular reports now document in some
detail the budget proposals and the adopted budgets. Even so, transparency and
accountability deserve improvement, particularly during the legislative process
that now includes decision-making in closed caucuses and last minute surprises
in “box car” bills.

The second purpose is sought through extensive, professional, and appar-
ently effective tabulations reporting and auditing. These tools are of increasing
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quality and use, although further attention could be given the increasing use of
internal and external audits, to better assure professionalism for effectiveness
and fairness. This report focuses upon the budget’s first use: allocating benefits
and burdens.

3 The People and the Economy

Utah looked ahead to 2012 with relief. Its economy was rebounding and so was
immigration. Though the economic rebound was modest, it was stronger than
that of most states, with unemployment dropping to 7.7% in 2011 and popula-
tion growth third highest in the nation. The rebound was broadly distributed; the
exceptions were a decline in public employment and an anemic rebound in the
housing market.

State leadership, as in past years, touted the superiority of the state’s admini-
stration and its business environment, citing as evidence national rankings and
state employment rates (Harvey 2011; Oberbeck 2011a,b). These celebrations
seldom satisfied critics asking why then the poor rankings of state public school
support (Rowland and Gruber 2011a).

Utah’s demographic exceptionalism continues. Utahns are younger, more
fecund, highly urban, educated for more years, paid less, and not as likely to be
very rich or very poor. These measures and their significance to the state budget,
particularly the financing of education, are described more fully in past Utah
reports of this series. Also described in these previous reports is a remarkable
growth in minority populations that is increasingly recognized by Utahns, in such
places as their children’s schools and drivers-license renewal lines. This change
probably leveled off during the recession, which reduced, though did not elimi-
nate, net immigration.

Personal income must support Utah’s large families and, through the
state income tax, provide the financial base for Utah’s relatively burdened
public schools. The 2012 Economic Summary (Governor’s Office of Planning
and Budget 2012a) shows a roller coaster of quarterly growth in total personal
income (comparing income for each quarter with that for the same quarter
of the previous year). This year-to-year growth peaked at 10.8% in the first
quarter of 2006, declined to 7.9% in the second quarter of 2008, fell sharply
to a negative 3.6% in the third quarter of 2009, rebounded to 4.9% in the third
quarter of 2010, and has maintained a rate at least this high in the quarters
reported since then. This includes the effects of population increases as well
as changed earnings per household. The 2012 Economic Summary reports
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Table I: Economic Sectors.

Industry Sector Change during 2011 % of Total

% Number of % of % of GDP

employees employees

Total 3.0 36,300 100 100
Natural Resources & Mining 9.3 1000 1.0 3.1
Construction 2.6 1600 5.3 4.5
Manufacturing 4.9 5500 9.6 12.6
Trade, Transportation & Utilities 2.3 5400 19.6 16.5
Information 5.5 1600 2.5 3.7
Financial Activities 0.6 400 5.6 21.7
Professional & Business Services 7.0 11,000 13.6 10.5
Education & Health Services 2.7 4300 13.2 7.3
Leisure & Hospitality 4.9 5400 9.3 3.2
Other Services 2.7 900 2.8 3.0
Government -0.4 -800 17.6 14.0

Source: Herbert (2012a).

that for the period of 2008-2010 Utah’s median household income ranked
8th nationally at $59,857, while Utah’s average wage ranked 34th in 2009 at
$39,282. Utah wage rates consistency rank below those of the nation. Utah’s
disparities in family income now are the smallest in the nation (Davidson
2012e), but Utah has one of the largest wage gaps between women and men
(House 2012).

The housing market remained weak, with an 11.6% decline in home prices
from 3rd quarter 2010 to 3rd quarter 2011, compared with a national decline
of 4.3%. At the end of this period, 2.35% of all loans were in foreclosure, 15th
highest in the nation. But Table I shows the breadth of Utah’s economic growth.
The strength of the construction sector is remarkable, a result of fortuitous timing
of private and federal construction, including major private redevelopment of
downtown Salt Lake City. It also includes state construction expenditures of $7
billion over the past 5 years that were reported to have supported 30,000 jobs
(Beebe 2012).

The 2012 Economic Summary expected the Utah Economy would grow more
rapidly than that of the nation, accelerating beyond the growth rate of 2011,
with employment increasing by 2.7% and the unemployment rate falling to
6.7%. The population was similarly expected to increase at a faster rate than for
the nation, adding 39,100 persons through natural increase and 5000 through
net migration.
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4 Politics

The political structure of the budgeting and the political environments in which
it is done have barely changed from that reported a year ago. Utah’s politics are
dominated by conservative Republican attitudes, these attitudes are more domi-
nant in the legislature than in the state, ALEC (the conservative American Legis-
lative Exchange Council) appears to influence legislation (McEntee 2012), and a
conservative Republican majority can over-ride a gubernatorial veto.

Changes are marginal. The most significant is that Utah is a bell-weather for
the anti-government anti-tax mood sweeping the Republican Party nationally.
This mood took out conservative Senator Bennett in the 2010 election and threat-
ened the same for a frightened Senator Hatch in 2012. A second shift came from
the presidential candidacy of “favorite son” Mitt Romney in November. He raised
enthusiasm and money among Utah Republicans and enhanced Republican
turnout. A third shift builds upon the first two. Several prominent state legisla-
tors created openings for new legislators by retiring early to prepare for congres-
sional candidacies, presuming this an apparently favorable year to challenge
other conservative incumbents weakened because they are incumbents and not
conservative enough.

Small changes may be significant, or at least interesting, One this year was
that the “Mormon church skips pre-session meeting with lawmakers” (Gehrke
2012a):

This year, for the first time in decades, the gatherings will take place after Legislature wraps
up ...

Senate Majority Leader Scott Jenkins, R-Plain City, said he thinks the change might be related
to heightened scrutiny the Salt Lake City-based church is subjected to as Mitt Romney makes
his presidential bid.

“It surprised me. I really enjoy meeting with those guys. You don’t get a chance to do it very
often,” said Jenkins. “They know they’re coming under a fair amount of scrutiny this year. I
think they worry about it ...”

Scott Trotter, a spokesman for The Church of Jesus Christ of Latter-day Saints, said the legisla-
tive luncheons are designed “to thank legislators for sacrificing time to serve the citizens and

communities of Utah.”

“As a thank-you lunch, it seemed easiest to have it after the legislative session,” Trotter said.

Ethics was a subdued public/political topic as a court decision was awaited that
would determine whether a petition for a code of conduct for the legislature
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would be on the November ballot. Utah ranked 35th from the top in the ethics
report card issued by the Center for Public Integrity (Gingley 2012), doing best on
internal auditing (a rare “A”) and relatively well in procurement (B+) and budget-
ing process (B-), but with failing grades for important legislative functions and
an overall grade of D.

5 Budget Processes

The budget process remained essentially the same as reported last year. The
budgets were prepared in an atmosphere presuming a small but significant
beginning of fiscal relief from the great recession.

A detailed guide, “Budget Preparation Training Manual FY2013,” for the
preparation of agency budgets is available on the Governor’s Office of Plan-
ning and Budget web site (http://governor.utah.gov/budget/default.html). This
general guide presumes an incrementalism focusing upon continuation of exist-
ing programs and does not include fiscal guidance for budget requests.

The budget is typically looked at in two parts, reflecting differences in
sources of funds and in the legislature’s discretion in using these funds. The first,
somewhat smaller half, funded primarily by the income and sales taxes and most
subject to legislative discretion, include the General Fund and the School Fund.
Together these funds are frequently referred to as the state fund. The larger half
is financed by tax receipts earmarked for specific purposes, by fees and other
collections supporting specific programs, and by various federal funds, also com-
monly allocated to particular programs. A definitional confusion arises because
the School Fund (income tax receipts) is constitutionally earmarked for educa-
tion. But this includes both public and higher education. Currently, the total
appropriations for all education go beyond this revenue source, to also draw from
the General Fund (sales tax receipts). As long as this is the case, the earmarking
has no practical significance in the appropriation process.

Utah’s budgets, as state and local budgets commonly do, build first upon
revenue forecasts, rather than expenditure proposals. Utah’s estimates come
from a consensual effort of the GOPB (Governor’s Office of Planning and Budget),
the State Tax Commission, and the LFA (Legislative Fiscal Analyst), with input
from private sector and academic economists, with the GOPB and LFA agreeing to
an adopted estimate. An initial estimate is reported shortly before the governor’s
budget recommendations (early December); a new estimate comes toward the
end of the session (late February). The consensual process means the estimates
come from multiple models, evaluated by knowledgeable personal judgments,
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and agreed to through mutual trust in the objectivity of the several models and
judgments. Again, as for many state and local budgets (Rose and Smith 2012),
there may be a conservative bias, as errors resulting in deficits are more expen-
sive politically than those resulting in modest surpluses. On the basis of a recent
inventory of state revenue estimates (Mikesell 2012), Utah might be judged rela-
tively balanced in the use of statistical v. experience-based judgment and perhaps
relatively transparent with its projections, though not necessarily with the pre-
sumptions used in its process.

6 Governor’s Budget

Governor Herbert introduced his budget (Herbert 2011, pp. 1-4) with an enthu-
siastic declaration that Utah has reached an economic turnaround: “Utah
is poised to lead the nation into recovery.” The covering letter set forth three
purposes, within the limiting constraint of no new taxes. “In short, under my
budget, funding for public education will increase, core state needs will be met,
and our structural imbalance ($52 million in on-going expenditures financed in
FY 2012 with temporary revenue sources) will be eliminated — all without new
taxes.” This was to be accomplished while maintaining an Aaa bond rating, and
preserving the balances in rainy day funds ($232.5 million). It was to build upon
“his administration’s four policy cornerstones: Education, Jobs, Energy, and
Self-Determination.”

Governor Herbert focused on education (Gehrke 2011b). He first recognized
that during the recession the state required the schools to absorb the cost of enroll-
ment growth. He called for increased funding to meet the expected enrollment
increase for the coming year, as well as “continued commitment to early inter-
vention programs.” He emphasized the link between education and economic
development and the essential need for a “highly educated workforce.” The Utah
Education Association, the primary representative of public school teachers and
this year an endorser of Republican Herbert’s reelection, expressed appreciation
for the Governor’s commitment to public education. His proposed allocation of
new revenues (Appendix Table II, below) to public education was, however, less
than the share of the existing state funds going to public schools. The discrep-
ancy for higher education was even greater. On the other hand, Governor Herbert
last year vetoed an additional earmarking of sales tax revenues to highways, an
earmarking that reduced the revenue base for general state programs, of which
public school appropriations are the largest part. It was a split in voting by Demo-
cratic legislators by which the legislature overrode the veto.
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The summary tables of the recommendations are presented in an abridged
form in Appendix Tables II and III at the end of this report. This year the sum-
maries present a more detailed list of programs and sources of revenue than has
been the case in the past, to better explain the nature of the programs and the
sources of revenue. Governor Herbert’s proposed budget helpfully tabulates the
growing diversion of General Fund revenues by earmarks being applied to sales
tax revenues (tabulation more fully discussed below under “Revenues, Bonding
and Changes in the Base”).

Two months later, as the session opened, Governor Herbert’s “State of the
State” message gave more political color to his budget proposal. A Salt Lake
Tribune (2012a) editorial said it “offered the red meat that states’ rights ideologues
love, seasoned with attacks on ‘an overreaching, out-of-control and out-of-touch

3 9

federal government’.” The editorial continued:

At one point the governor intoned: “As a sovereign state, we not only have an obligation to
find Utah solutions to Utah problems, we have a right to do so. We will not capitulate to a
federal government that refuses to be constrained by its proper and constitutionally limited
role. Whether fighting the federal government on ownership and control of our RS2477 roads,
restoring our mule deer population, defending multiple use of our public lands, ending the
budget-busting drain of Medicaid, or challenging the constitutionality of mandatory natio-
nalized healthcare in the Supreme Court, be assured that this Governor is firmly resolved to
fortify our state as a bulwark against federal overreach.”

Herbert sounded like he was ready to order the National Guard to fire on Fort Sumter.

Elsewhere, Herbert focused on Utah’s nation-leading economic recovery. In fact, he structured
the speech around the six criteria that Forbes magazine uses to rate business-friendly states.
In that context, he repeated his vow of no new taxes, and is asking for a reduction in unemploy-
ment insurance tax rates. He would plow $111 million in new state revenue into public educa-
tion, although that will not make a dent in Utah’s lowest-in-nation per-pupil school funding.
He wants more Utahns to get college degrees, but will add only $23 million to the higher edu-
cation budget. He promises a voluntary plan to improve air quality.

The Deseret News, owned by the Church of Jesus Christ of Latter Day Saints,
(2012) reflected in a less cynical tone the importance and challenge of support
for education:

On the pre-eminent issue of education, the governor again reiterated a pledge with a number
attached: his goal is to see two-thirds of all Utahns in possession of a college degree or profes-
sional certification within 8 years. We have previously expressed our skepticism about how the
state can reach this goal, though it would indeed go a long way toward enhancing the state’s
attractiveness to businesses in search of quality labor.
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It is important for the governor to focus on public education, but it is also not an issue a chief
executive can hugely influence on his or her own. Gov. Herbert’s budget request for more than a
$100 million in new money for public schools is a good start and a commitment the Legislature
should change only by increasing.

A Tribune reporter, in an article headlined “Herbert bemoans feds even as federal
money pours into Utah” (Gehrke 2012b), explored the consistency of the gov-
ernor’s rhetoric. Since “Herbert took office, federal funding in Utah has grown
by more than $1 billion. In Gov. Jon Huntsman’s final budget proposal, federal
funds made up 23.4% of the Utah budget. In Herbert’s proposal for the coming
fiscal year, that figure has jumped to 27.7% - a total of more than $3.5 billion.”
Governor Herbert blames federal policies for the growth, while a conservative
opponent agued the governor is not helpless in deciding whether to accept the
money. A US Census study of September, 2011 ranked Utah 48th in per capita
federal spending, a ranking Governor Herbert found commendable (Davidson
2011a).

7 Legislative Themes 2012

The legislature and its observers were well aware of the November elections. A
common belief in an unwritten rule to avoid embarrassing Romney’s presidential
campaign was reflected in a Tribune headline “It was mitts off on immigration for
Legislature” (Montero 2012a). But legislators denied such a rule and argued that
the turmoil in electoral politics had legislators too focused on their own futures
to attend to presidential politics.

There were strong intergovernmental themes. Loudest were complaints
that federal programs usurp state powers, even state “sovereignty.” With less
noise, several bills ironically reminiscent of the Machine Era Ripper laws sought
to control local governments in zoning, billboard regulation, historic districts,
car engine idling, and sex education. The legislature established a state-level
independent ethics commission to review local governments while successfully
opposing an independent ethics commission for the state legislature. Dillon’s
rule remains alive and well in the legislative chambers of Utah.

The legislature took steps to increase executive powers of the governor. SB39
gives the governor power to fire commissioners of higher education and presidents
of colleges of applied technology, and it requires the governor and the senate to
approve appointments of chief executives of these organizations. SB21, “brain-
child of industry groups” (Fays 2012b), changes the roles and membership of the
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state’s five environmental boards and gives the governor more direct control over
administration of the associated agencies.

The legislative outcomes, however, are less reflected in coherent and funda-
mental themes than in the specific supports and rejections represented in the
details of appropriations and revenue acts.

8 Revenues and Appropriations

The preparation for the legislative session expected new revenues of $400 million
or more (Gehrke 2011a). This opened new options, and options not taken may
be as important as those taken. At the conclusion of the session, The Salt Lake
Tribune (2012d) gave praise on both accounts. It read, in part:

Whenever Utah lawmakers find themselves a few bucks ahead, their normal reaction is to
push a politically popular, but fiscally unsound, tax cut. This year, there wasn’t even any talk
of such a stunt. Also, the Legislature killed a bad idea to commit future revenue growth to
boondoggle water projects, or to anything else. And it managed to slightly pay down, rather
than increase, the state’s bonded indebtedness.

The Beehive economy is just healthy enough that lawmakers were able to allocate some $440
million worth of new spending in the session that wrapped late Thursday. The small — compa-
red to a total budget of $13 billion — but welcome windfall was allocated intelligently, with a
good chunk going where it was clearly the most needed: education.

The $110 million in new money for our children’s schools isn’t nearly enough, really, conside-
ring how starved the K-12 budgets have been over the last many years. But it will, on paper,
maintain current levels of per-pupil spending even with the 12,500 new students expected to
cross the thresholds of Utah public schools next year. The budget also includes funding for
some software upgrades, computer-aided testing and language-immersion programs, and to
keep up with the increased costs of medical and retirement benefits for teachers and other
employees...

Allin all, in a state where tax hikes are anathema and public services often means more con-
crete, it was a good year.

That tax-cut options were off the table at least partly reflects the stringency of
the previous years of the recession. For example, appropriations affecting nearly
all programs give state employees their first raise in several years (1%) and pro-
tection of coverage for health and retirement benefits (Gehrke 2012c). Most pro-
grams shared in other benefits, though generally not enough to make up for past
limitations.
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8.1 Revenues, Bonding, and Changes in the Base

Prospects for the 2012 legislative session expected a “good” year in the most basic
and regular measure: the growth in available revenue. But by two other common
measures, even this relatively good year was not good enough. The recession’s
financial stringencies meant there was catching up to be done, in terms of pro-
viding more adequate support to state programs and in relaxing the dependence
upon one-time funds whose use through the recession left programs without
dependable continuing support and left the state with only narrow margins for
meeting contingencies. It was tight enough to not only deprive the legislature
of its favorite option during an election year, i.e., to enact tax cuts, but to limit
support of the announced priority of education to little more than meet the imme-
diate year’s growth in enrollments.

Utah this year did not catch up with enrollment growth during the previous
years of the poor economy and left education with another decline in its pro-
portion of the total state funds. Technical adjustments and changes in tax pref-
erences nearly balanced their increases and decreases of revenue for FY 2013,
although they show longer-term net reductions in revenues (Legislative Fiscal
Analyst 2012, p. 5). In general it was a good year in terms of the legislature pre-
serving the revenue base, but not so good in terms of fiscal opportunities given
legislators by economic growth in that base.

It was a good year in terms of responsible bonding policy, at least in terms of
managing the level of debt though the purposes of the debt are subject to greater
dispute. In three years, the state increased its general obligation debt from an excep-
tionally conservative $421 per capita to $1262 per capita, within 12% of its consti-
tutional limit (1.5% of fair market value of taxable property) and at the high end
of states still given Aaa ratings. This willingness to embrace bonding helped meet
infrastructure needs of Utah’s recent and projected growth and provided economic
stimulus to moderate the stress of the recession. Yet it has not revealed an addiction;
it established an ongoing, prudent, and publicly reported analysis that set the limit
close to, but not beyond, the debt possible without losing Utah’s Aaa rating.

Of the ten Aaa rated states, Utah has the 3rd highest debt per capita, 2nd
highest debt to personal income, and 4th highest debt to expenditures. In spite
of the rapid increase in its debt, Utah continues to receive its high rating for the
“state’s debt profile is strong with rapid amortization, moderate debt burden
despite an increase in debt for transportation needs, and adequately funded
pension system” and while “Utah’s Debt ratios have risen quickly, it still amor-
tizes its debt quickly reflecting its conservative approach,” as the State Treasurer
quotes first Fitch and then Moody’s. This year the budgetary discussions pre-
sumed no new debt authorizations until 2017 (Ellis 2012, pp. 6, 4, 7, 10, 15-17),
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discussions that may have aided in the protection of the AAA rating but which
raise questions about how to address pressures for more highway construction.

Governor Herbert’s goal to eliminate structural imbalance was met and
slightly exceeded by the appropriations act passed by the general session. But a
calculation error by the Office of Education was subsequently discovered, requir-
ing action in a June special session that used $25 million of one-time funds to
cover the resulting structural deficit (Legislative Fiscal Analyst 2012, pp. 4-5).

Utah has long earmarked substantial revenues from the state sales tax to
be used for water development and highway projects. These diversions from the
“state fund” increased in the last two decades. They are significant not simply in
their amounts. They are taken off the top of the sales tax revenues, meaning they
are guaranteed allocations to these purposes, not showing up in the budget for
the state fund. They are thus not subject to the competitive review to which state
programs in general are subjected, while they reduce the funds available for the
competitive allocations to the other state purposes.

Governor Herbert’s tabulation of these diversions shows their significance in
amount and trends (Herbert 2011, p. 9). It is not surprising that these diversions
generate concerns by educational and social service constituencies, and for new
program initiatives (Huefner 2011; Rowland 2011; Rowland and Gruber 2012a).
With Utah’s state sales tax rate at 4.7 cents per dollar, the earmarks below mean
that about 1 cent of this now goes to transportation.

Earmarked Sales and Use Tax (millions of dollars). Section 59-12-103 (Utah Code Annotated).

Code subsection FY2011 FY2012 FY2013

Water Development Funds 4)-(5) $25.40 $27.43 $28.34
Transportation Fund 6) 25.40 27.43 28.34
Centennial Highway Fund @) 6.35 6.86 7.23
Centennial Highway Fund (8) 23.04 156.94 165.23
Centennial Highway Fund (8d) 0 0 60.04
Critical Highway Needs Fund (9a)&(11a) 99.03 99.84 100.35
Emergency Food Agencies Fund (10) 0.91 0.54 0.54
Transportation Fund — Chokepoints (12a) 9.03 9.84 10.35
Total $189.17  $328.87  $401.60

Utah’s legislated appropriation ceiling applies to unrestricted General Funds
and income tax used for higher education. It is adjusted annually using popula-
tion change and inflation, but tax cuts and other restrictions on revenues keep
appropriations below the ceiling, by $840.3 million for FY2013 (Governor’s Office
of Planning and Budget 2012b, p. 3).
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8.2 Public Education

Going into the session, Utah ranked last in the nation in expenditures per student.
Yet education and jobs were the top priorities voiced by Governor Herbert, by
business leaders in the Salt Lake Chamber of Commerce’s Prosperity 2020 plan,
by “Education First,” a new PAC organized by respected leaders of business
and education (Maffly 2011), and by the Utah Foundation (2012). Still, after the
session, Utah remained last in expenditures per student and would quite cer-
tainly remain so for the coming fiscal year. How could this be?

With the nation’s youngest population, with relatively few private and
parochial schools, and with a high rate of high school graduation, Utah makes
exceptional demands on its schools. Utah once met this demand with one of the
nation’s strongest commitments of personal income to public education, which
lifted Utah’s per-student expenditure somewhat above the bottom. Over recent
decades this commitment eroded, approaching the national average rather than
being extraordinary, though Utah continues one of the best financial equalization
formulas in the nation (Baker et al. 2012). With that erosion, per-student expendi-
ture fell to the lowest in the nation, and then to a level leaving a gap between Utah
and the next lowest state that would take extraordinary effort to close (Huefner
2008).

It is increasingly difficult to justify the low level of financial support because
educational outcomes are adequate. Such argument has been made, based on
test scores showing Utah students doing better, though just slightly better, than
average on national achievement tests. But, as reported in recent studies and in
this Utah report for 2011 and previous years, the performance of Utah students
is falling below the national averages and behind “peer” states, and probably
was already behind if scores had been disaggregated by demographic groups
(Huefner and Mott 2006; Utah Foundation 2010; Huefner 2011; ACT 2012, pp. 6,
12, 13).

If funding for public education is inadequate, and if it is the number one
appropriation priority for this year, the anticipated appropriations presumably
would increase the share of the state budget allocated to public education. The
outside possibility, without new taxes or tax rates, would give public education
all the growth of the two state funds. That could increase public school funding
by about 12%. (Public education accounts for just over 50% of the FY 2012 allo-
cations of General and Education revenues after taking away the earmarked
revenues, and the growth of these two funds for FY 2013 is <6%.) But the appro-
priation for public schools must compete against other state programs and is
handicapped by such matters as the earmarking of sales tax revenues that favor
other expenditures.
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The appropriation for public education, after conflicts over amounts, uses,
vouchers, and the openness of the appropriation process, was not 12%, nor was
it the 8.2% by which the Education Funds receipts increased, or even the 5.9%
by which the School and General funds increased. The LFA reports it to be $122.6
million or approximately 5% (LFA 2012, p. 203). Other tabulations show less:
about 4.1% (Appendix Tables IV and V, below). The significance of the increase
in appropriation is further reduced because any real improvement in financing
public schools must come after the appropriation covers adjustments for inflation
and for increases in enrollments and other continuing expenses. The final appro-
priation includes enough to cover (at present levels of expenditure) the expected
12,500 increase in enrollment. It also covers an increase of about 1% in per pupil
expenditure, an amount that will be absorbed largely by retirement costs. The
Utah Education Association expressed appreciation for funds to maintain pro-
grams. It complained, however, that the legislative directive to fund certain soft-
ware programs will limit faculty cost-of-living adjustments.

Though funding was important, the summary by a Salt Lake Tribune reporter
was “(l)awmakers, however, spent much of their time this session focusing on
other, sometimes more controversial, issues.” The legislature passed and the gov-
ernor vetoed legislation (HB363) giving school districts the right to opt out of sex
education and requiring those districts that include it to teach abstinence-only
(Governor’s Office of Planning and Budget 2012b, p. 3; Schencker 2012). Consider-
able time went to worries that Utah could lose local control because of the state
school board’s recent adoption of the Common Core academic standards. Ironi-
cally, these standards come from studies initiated by a consortium of states, and
have been adopted by most states.

Perhaps more surprising was the passage of legislation sponsored by Senator
Osmond, a new Republican legislator appointed to fill the vacancy created by
the retirement of one of Utah’s most conservative legislators. Osmond traveled
the state before the session to discuss education reform with educators and
community leaders. From this he crafted a bill for annual pay-for-performance
evaluations of teachers, local district employees, and school administrators. With
the support he gained from his discussions and careful design of legislation, he
achieved support from nearly all stakeholders.

8.3 Transportation

The Transportation Department was caught in controversies this session, not con-
cerning appropriations but rules of the road and of road building. The gubernato-
rial campaign, more than the session, asked again why the state paid $13 million
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to a losing bidder on a major construction contract (Huefner 2011; Davidson
2012b; Gehrke 2012e).

The public debate of the budget gave relatively little attention to transporta-
tion, considering the expenditures involved. This reflects the lack of transpar-
ency for transportation funding and the earmarking of sales tax revenue (Huefner
2011) which together assures funding without an annual competition for relative
priority. It also reflects the considerable improvement in Utah’s highways, partly
funded by $214 million in federal stimulus money for “shovel ready” projects
during the recession (Davidson 2011b). But the adequacy of longer-term financing
did surface (Davidson 2012f), and continued in post-session committee meetings,
raising possibilities of hikes in the gas tax, local property taxes, and alternative
revenues to compensate for reduced gas tax revenues resulting from fuel effi-
ciency (Davidson 2012c).

The Utah Transit Authority (UTA), the jewel of, and Utah’s much touted
contribution to, the reformed evolution in urban transportation, faced financial
concerns raised by a legislative audit that suggested the UTA’s “revenue projec-
tions are optimistic, while expenses may be understated” (Davidson 2012a,d).
The audit questioned the UTA’s ability to continue present levels of service and
present commitments for expansions.

8.4 Health

The second biggest chunk of new revenues ($78 million) and the largest percent-
age increase for a major program (9.3%) went to the Health Department to finance
the growth in Medicaid, reflecting increases in the number of recipients and con-
tinued increases in costs of care. It was this appropriation, not that for public
schools, that dominated the pressure and priority for the state’s new money. The
pressure for financing health care limits expenditures for both education and,
within the Health Department, for public health and its role in disease prevention
and health promotion.

It was not a happy appropriation, seen as too driven by uncontrollable
increases in Medicaid enrollments and costs of health care. Utah attempts to blunt
increases in expenditures by adjusting benefits and reimbursements (Rowland
and Gruber 2012b; Stewart 2012d) and by seeking federal wavers allowing experi-
mentation in provider reimbursements and in sharing financial responsibility
with enrollees. To these efforts of cost control, Utah added an inspector general
to reduce fraud, waste, and abuse (Stewart 2012a,e), and built Utah’s own insur-
ance exchange to facilitate a shift by small employers from guaranteed benefits
to guaranteed contributions.
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Health care costs in Utah, as in the nation, heavily burden both the private
and the public sectors; the comparisons with other states are intriguing and con-
troversial. Federal estimates for 2009 are that annual per-capita expenditures
were $5031 in Utah and $6815 in the nation. Expenditures per enrollee for Medi-
care were $8326 in Utah and $10,365 in the nation. Expenditures per enrollee for
Medicaid were $7293 in Utah and $6826 in the nation (Cuckler et al. 2011). Do the
first two reflect Utah’s efficiency, or the relative youth of Utah’s population? Does
the third reflect Utah’s inefficiency, or the relative under-enrollment in Medicaid
by Utah’s poor?

Legislative leaders and Governor Herbert view the national Affordable Care
Act (ACA) with skepticism. The session looked ahead with amendments (HB144)
to Utah’s Health System reform program, with staff studies, and with commit-
tee discussions. These prompted a concern that the Utah exchange would not
meet federal requirements and Utah might reject or seek new waivers related
to expanded Medicaid eligibility and increases in enrollment of those pres-
ently eligible for Medicaid; “All’s not as quiet as it seems on reform, Medicaid”
(Stewart 2012b; Stewart and Gehrke 2012). “In some instances successful legisla-
tion embraced elements of the ACA” (Salt Lake Tribune 2012b). But the attitude
toward the ACA is better represented by legislation for Utah to join the Health
Care Compact asking Congress to exempt its member states from the ACA and to
provide block grants for the member states to administer (SB208).

To these burdens and uncertainties was added a data security breach in state
information systems that compromised the confidentiality of identity information
for a large proportion of Utahns, not just those insured by Medicaid (Stewart 2012c).

8.5 Higher Education

The legislature provided a 2.4% increase in state funds for higher education
(Appendix Table V). After 3 years of frozen salaries, the institutions received a 1%
increase in employee compensation. The appropriations provided mission-based
allocations to the various institutions, replacing the previous allocation formula
dominated by relative enrollments. There is limited new funding for building con-
struction and renewal (Maffly 2012a).

The appropriation did little to change the long-term increase in the propor-
tion of student costs covered by tuition. For example, over the past decade, the
student share of educational costs at the University of Utah has risen from 30 to
48%, doubling the cost of tuition to nearly $6000 per year, with blame being laid
on both the legislature for low appropriations, and the institutions for high costs
(Maffly 2012b).
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The limited support for public schools and higher education has prompted
attempts in the business community to mobilize support. Strongly spoken support
from the Salt Lake Chamber of Commerce and the Salt Lake Tribune, is comple-
mented by “Prosperity 2020” (Tribune 2011), an initiative targeting all education.
Dominated by business leaders and the more moderate Republicans leaders
of past years, its effectiveness in the next couple of years will be an important
measure of public support for education and trends within the Republican Party.

8.6 Workforce Services and Economic Promotion

Workforce Services and the Governor’s Office of Economic Development enjoy
legislative respect and perhaps favoritism, given the business orientation of these
programs, of Governor Herbert, and of the legislature. But this year these programs
generally saw reduced appropriations from the state fund as well as other sources
(Appendix Table V). The Department of Workforce Services, saw only a modest
increase, in spite of its administration of eligibility for medical and social services,
of unemployment benefits, and of employment services. The economic develop-
ment office had decreases in appropriations, from the state fund and all sources,
the later declining by nearly 30% because of reductions in federal assistance.

There was again questioning of the tax subsidies to attract new employment.
The concerns are the transfer of costs to other taxpayers in the state, the reduc-
tion in revenues for public services, and the types of jobs attracted. The concern
tended to pit the costs of the subsidies against the need for increased financing of
education (Rowland and Gruber 2011a).

The legislature also showed concern about growth in the workforce and about
family income. An interim committee to study and advise on immigration decided
to commission a cost-benefit analysis of illegal immigration (Montero 2012b). It
passed SB 37: “The Intergenerational Poverty Mitigation Act” to seek better data
on the extent and characteristics of intergenerational poverty (Epstein 2012).

8.7 Human Services

Appropriation from all sources for the Human Services Department barely
held its own as state funds were increased 6% to replace some federal funds
(Appendix Table V). The Division of Children and Family Services gained no
benefit from the state’s new revenue, but for the Department there is limited
additional funding for mental health, disability services, and meals on wheels
(Gehrke 2012c). The legislature focused attention on studies, pilot programs,
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and reorganizations to improve the effectiveness and reduce the costs of inter-
generational poverty, prevent illegal drug use by social services recipients,
enhance low-income housing, and protect parental rights (Adams 2012a). The
annual first-of-the-year survey of homelessness showed this burden of the
recession to still be growing, by 13% over the past year. But in terms of pro-
grams to deal with the long-term problem of homelessness, the annualized
count of the chronically homeless declined by 9%, continuing a program that
since 2005 has resulted in a 72% decline in the chronically homeless (Adams
2012b). These counts are difficult to make; the figures are better in suggesting
trends than actual counts.

8.8 Natural Resources and Environment

The Department of Natural Resources and the Department of Environmental
Quality have more than air, water, and land in common; they both are rife with
conflicts among interest groups. With a state budget that is stretched, even pro-
grams popular with the legislature seldom make big wins in appropriations.
Regulatory and other unpopular programs are especially easy targets for skim-
ming to place money elsewhere. The net result has been that these departments
seldom are big winners, and some of their divisions are vulnerable to cut backs.
This year Natural Resources suffered a loss of appropriations from state funds,
while Environmental Quality gained state funds, though only half as much as
state programs in general. When federal and other funds are included, relative
results are reversed. Natural Resources does better than the state as a whole,
reflecting the department’s access to dedicated fees as well as federal support,
while environmental quality suffered a reduction in funding.

This session had little success in resolving major tensions such as the com-
peting demands for water and for financing water resource development, the
means and level of the management of air pollution, the priority or lack of priority
of alternative energy development, the encouragement or control of traditional
energy resources, and the conservation or development of land. Calls were com-
monly made for long range plans to guide the resolution of conflicts. The insub-
stantial funding provided planning may be the measure of the difficulty of such
planning and of a limited interest in clarifying program purposes.

One resolution was to recognize the tension between a Democrat’s proposal
for a task force to study air quality and a Republican’s proposal for a task force
to study economic development. A resolution to combine the task forces seemed
to presume a reachable resolution because a survey has shown air quality to be a
major consideration in business location (Fays 2012a).



542 —— RobertPaul Huefner DE GRUYTER

Comprehensive and long-range planning for Utah’s natural resources, given
the complexity of the issues and of the competing purposes, goes beyond a
state’s political capacity. But some guides might be useful for planning projects
and systems. For example, one might be to avoid subsidizing the consumption of
scarce resources, a guide of substantial significance to programs for water, trans-
portation, and air quality.

8.9 Courts, Corrections, and Law Enforcement

A few million dollars of new money will finance further use of county jails for
state prisoners, the increasing costs of health care for prisoners, and the enhance-
ment of selected law enforcement staffs (McFarland 2012) including a significant
increase in highway patrol troopers (Gehrke 2012c). But four urban youth receiv-
ing centers suffered budget reductions that require shorter hours of operation.

8.10 Other Appropriations

Robert Gehrke (2012c), the Salt Lake Tribune’s budget reporter, included in his
session summary:

As is often the case during good budget years, lawmakers steered bits of funding to various pet
projects in their respective districts, items like the Taylorsville Dayzz Symphony, a trail project
in Sugar House, the Shakespeare Festival, the Hill Air Force Base Air Show, Hole In The Rock
Museum and Moab Music festival, among others, all were to receive taxpayer funds.

Large appropriations serving specific geographic constituencies can include pro-
grams for transportation, higher education, and natural resources; responsibili-
ties spread throughout the appropriation subcommittees. Smaller and numerous
appropriations for particular areas, commonly financed as one-time appropria-
tions, tend to be within the jurisdiction of the Appropriations Subcommittee
for Business, Economic Development & Labor (Legislative Fiscal Analyst 2012,
pp. 27-63).

9 Conclusion

The session shows the power and limits of the tools and procedures of budget-
ing. Arguably the most important are those that achieve openness and account-
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ability, matters that can be substantially improved. For example, the tabulation
of earmarks in the governor’s budget proposal shines light on this backdoor
financing. Similar tabulation could be useful for tax preferences, which
reduce revenues and escape the rigors of the annual reviews given general
appropriations.

For other concerns and tools, the budgeting, and especially the staff work
supporting it, shows capacity and some success. Bonding and federal stimulus
funding were used forcefully but carefully, and the use of rainy day funds was
done openly. There could be future guidance through studies of choices in the
timing, size, use, and processes of such stimulus. Success with bonding and
federal funds, in the speed and application of the funds, proved the value of
multi-year infrastructure planning done by some agencies, e.g., transportation
and buildings (Legislative Fiscal Analyst 2012, pp. 137-141), a process that could
be expanded through a longer-term and more comprehensive capital budget that
includes high priority projects beyond those already funded. Besides providing
more effective management of economic cycles, this could strengthen the tools
for coordination of programs physically and fiscally and also inform and improve
intergenerational responsibilities. But care is required to avoid rigid planning
that burns bridges in front of us. It deserves to be done to increase rather than
reduce future options.

Operational expenditures, such as those for education and social services,
also play counter-cyclical roles. Financing of these expenditures is challenging.
Federal funds are appropriate supplements during recessions, to tap the greater
federal capacity for financial stimulation and to sustain the state programs of
special importance and demands during recessions, e.g., income support and
education. State budgeting important to operational budgets include eliminating
structural deficits over economic cycles by supporting adequate rainy day funds
and by using bonding to reduce the draw upon basic tax receipts to finance infra-
structure when the economy is weak.

Is the most certain conclusion to be drawn from this session that Utah’s dismal
financing of public schools cannot change in the present political/economic/cul-
tural environments? Can the state even climb out of last place without funda-
mental change in at least one of these environments? Present political leadership
places Utah’s hopes on economic growth, to better fill its revenue coffers. But
economic growth means population growth, which means enrollment growth.
This solution requires that the wealth and income of Utahns increase much faster
than the population.

Nationally, the future of state financing is not encouraging. The State Budget
Crisis Task Force co-chaired by Richard Ravitch and Paul Volker reported (2012,

pp. 2-4):
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Our purpose ... has been to understand the extent of the fiscal problems faced by the states of
this nation ... There can be no doubt that the magnitude of the problem is great and extends
beyond the impact of the financial crisis and the lingering recession. The ability of the states
to meet their obligations to public employees, to creditors and most critically to the education
and well-being of their citizens is threatened.

... The capacity to raise revenues is increasingly impaired.

The conclusion of the Task Force is unambiguous. The existing trajectory of state spending,
taxation, and administrative practices cannot be sustained. The basic problem is not cyclical.
It is structural.

Nor is Utah’s history encouraging, as even in the best of times Utah ranked only
slightly above the lowest level of state school support in the nation. Utah’s best,
but not-so-good, times for the support of public schools came not just from a
strong economy but also in a time of a willingness to carry an extraordinary
financial burden.

Utah’s now near-average tax burden reflects the repeated tax cuts of the last
two decades. These cuts narrowed the tax base upon which budgets now build
even in good economic times. The last decade offers little encouragement that
the economics of Utah’s growth will increase income per capita and tax revenues
per student enough to recover even the limited support, of the greater effort, that
Utah once exercised for its school children. Utah might pursue a cultural alterna-
tive of reducing the fertility of its population. But though sex often shapes poli-
tics, politics are unlikely to constrain Utah’s fertility. If the state cannot manage
the production of its sex, it can meet a compensatory responsibility to support
these children. To do so depends on whether Utah has the political purpose
and capacity to recapture the revenue base lost through reductions in tax rates,
through failure to adjust gas taxes for inflation, through special tax preferences,
and through earmarking of revenue. To be the best run state in the nation, Utah
has tough choices to make.
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