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Highlights

During the decade of the 1990s, federal expenditures as
a percent of the Gross Domestic Product (GDP) have
been steadily declining from 22.3 percent in fiscal year
1991 to 18.2 percent in fiscal year 2000.

In FY 1999, federal spending in the state amounted to
18.9 percent of Utah persona income. This is a
substantial decline from 1970 a 31.7 percent.
Furthermore, the growth rate in federal spending in Utah
since 1970 has been dower than the overall growth in
the Utah economy and the growth in federal spending in
the country as a whole. In 1999, federal expenditures
per capita were only 77.2 percent of the nationa
average.

The U.S. Department of Commerce reports divide
federal expenditures into five main categories. grantsto
state and local governments, federal salary and
wages, payments to individuals, procurement
contracts and other grants and payments

In Utah, federal grants to state and local

governments have grown from 12.9 percent of all
federal expenditures to 19.1 percent between 1990 and
1999. The main reason for this growth is the increase in
Medicaid expenditures, that grew from $224.5 million to
$569.3 million. The combined effect of higher inflation in
medical care and the increasing number of medicaid
participants has pushed expenditures up.

A second mgjor federal expenditure category is salary
and wages. This category declined from 21.9 percent of
federal spending in Utah in 1990 to 15.9 percent in 1999.
Total federal sdaries and wages in Utah declined from
$1.43 hillion in 1990 to $1.39 hillion in 1997 and then
rebounded to $1.47 hillion in 1999.The main reason for
the decline in federal wages is the drop during the early
1990s in federa military and civilian defense pay.

Paymentsto individuals is the largest of the five mgjor
categories. About 81 percent of these payments are

made to persons of retirement age. In the 1990s, Social
Security has grown from 18.0 percent of all federal
expenditures in Utah in 1990 to 21.9 percent in 1999.
Social Security is aso the single biggest expenditure in
al 50 states. Medicare expenditures have increased
from $343.7 million to $796.4 million, an average annual
increase of 9.8 percent. In 1999, Utah received $2,116
per capita in payments to individuals or 67.8 percent of
anational average of $3,124.

There are three important trends which have had a
significant impact on federal expenditures in the states.
First, the substantial declinein both federal salary
andwages, and feder al procur ement contracts. The
second major trend is the increasein health care
expenditures. The third major trend is the
significant slowdown in the growth of federal
expendituresin the states.

These same three trends have had significant impacts on
federal spending in dl 50 states. However, the state by
state impacts do vary considerably as the demographic
and economic profiles of each state vary. The Taubman
Center for State and Loca Government at Harvard
University took a look at these differences in a recent
report. The report looks at 16 years of federal spending
and tax data and notes the changes in federal spending
in dl 50 states. Significant differences can be observed
in particular among the western states.

The loss in federal expenditures in Utah from 1990 to
1999 due to the shift away from national defense
spending is significant. However, what is impressive is
that the loss of federal dollars has been absorbed with
relative ease. The Utah economy continues to grow
faster than the national average, whether measured by
employment or personal income growth, average annual
wages or even per capita income. Utah's stronger, more
diverse and private-sector oriented economy should
continue to be strong and grow faster than the national
average in the coming years.

UTAH FOUNDATION isaprivate,nonprofitpublic ser vice agency established tostudy andencour agethestudy of state
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Federal Expendituresin Utah: 1990 to 1999

Asstated in Utah Foundation’ slast report on
Federal Expenditures in Utah,* “the New Dedl,
and World War 1l which followed on its heds,
changed forever the role of the federal
government in the lives of Americans and the
states in which they lived.” Before the Great
Depression, federd expenditures accounted for
less than5 percent of the gross domestic product
(GDP), however by the end of World War |1,
federd expenditures had reached 42 percent of
the GDP.

By 1951, federa expenditures had fdlento
about 14 percent of GDP, but since then, they
have never been lower than that. Federa
expenditures fluctuated up and down within a
range of between 19 and 23 percent inthe 1970s
and 1980s. During the decade of the 1990s,
federa expenditures as a percent of the GDP
have been seadily dedining from a beginning
level of 22.3 percent in 1991 to 18.2 percent in
fiscal year 2000.

The trendsfor federd spending in Utah have
generdly mirrored this higtoric pattern. New Dedl
programs wereimportant in Utah, however, with
the increese in federd defense related
expenditures during World War 11, the Korean
War, and the Vietnam conflict, Utah became
heavily dependent on federal defense
expenditures. By 1970, federa expenditures in
the state exceeded $1 hillion and were equal to
about one-third of Utah's personal income.

Federal expenditures are gill a ggnificant
force in the Utah economy. However, they are
not as lage a factor as they once were.
Changing federd priorities have influeced the
decline of federal expendituresin Utah. In 1999,
federa spending in the state amounted to 18.6

!Research Report 616, Federal Expendituresin Utah,
July/August 1998.
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percent of Utah persona income. This is a
substantia decline from 1970.

Furthermore, the growth rate in federa
spending in Utah since 1970 has been dower
than the overdl growth in the Utah economy and
dower thanthe growth in federal spending in the
country as a whole. In 1970, per capita federa
goending in Utah was 121.6 percent of the
nationa average. 1n 1999, federa expenditures
per capitawereonly 77.2 percent of the nationa
average -- a45 percent decline (see Table 1).

Between 1900 and 1999, federa
expendituresinthe United Statesincreased by an
average annud rate of 4.8 percent. In Utah
however, federal expenditures increased each
year onaverage by only 4.0 percent. The decline
in federal expenditures in Utah is a result of a
ggnificant shift away fromfederd defenserelated
gpending to hedlth care spending. Thisreport will
focus on the changes that have taken place in
federa expenditures in Utah and nationwide in
the decade of the 1990s. In addition, the report
will review how shifts in federd priorities have
impacted spending in other states, particularly
those in the mountain wes.

Federal Spending in Utah—Who Gets What

For many years, the U.S. Department of
Commerce published a report entitled Federal
Expenditures by Sate (FES). The report
showed dl federd expendituresinthe states and
territories made by the federal government from
whatever federa agency. It did not include al
federal expenditures because some expenditures
arenot distributed by states. Examples of federa
expenditures that were not in this report include:
net interest, internationa payments, expenditures
for sdlected agencies such as the Centra
Intelligence  Agency, and foreign outlays.
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Year
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Table 1

Federal Expenditures in Utah and in the Other States*

Per Capita Expenditures**

Expenditures as a

Expenditures (in thousands $) Percent Change UT as a | | Percent of TPI***
Utah u.s. Utah | U.S. Utah | US. PeofU.S|| Utah | U.s.
$1,115,940 $175,446,202 $1,053 863 122.1% 31.7% 21.4%
1,747,756 305,043,711 1,414 1,416 99.9% 28.2% 23.5%
1,896,675 331,690,711 8.5% 8.7% 1,488 1,525 97.6% 26.8% 23.1%
2,382,914 395,656,215 25.6% 19.3% 1,806 1,800 100.3% 29.5% 24.9%
2,619,009 432,861,246 9.9% 9.4% 1,915 1,949 98.3% 28.2% 24.2%
2,849,390 469,746,255 8.8%  8.5% 2,006 2,092 95.9% 26.7% 23.3%
3,096,463 528,687,135 8.7% 12.5% 2,119 2,334 90.8% 25.6% 23.5%
3,334,788 562,219,193 7.7%  6.3% 2,200 2,450 89.8% 24.4% 22.3%
3,710,197 603,575,580 11.3% 7.4% 2,381 2,605 91.4% 248% 22.2%
4,111,535 696,780,062 10.8% 15.4% 2,578 2,980 86.5% 25.4% 24.1%
4,839,941 724,748,194 17.7% 4.0% 2,983 3,073  97.1% 27.2% 22.8%
4,969,906 788,488,251 2.7% 8.8% 3,025 3,314 91.3% 25.9% 22.9%
5,500,919 830,258,685 10.7% 5.3% 3,308 3,457 95.7% 27.3% 22.8%
5,704,511 847,810,233 3.7% 2.1% 3,399 3,499 97.1% 27.2% 21.8%
5,750,054 884,130,543 0.8% 4.3% 3,404 3,616 94.1% 26.2% 21.2%
6,190,743 931,900,471 7.7% 5.4% 3,629 3,776 96.1% 26.4% 20.7%
6,511,054 1,002,703,246 52% 7.6% 3,764 4,019 93.7% 25.6% 20.8%
6,693,940 1,096,493,278 28%  9.4% 3,778 4,349 86.9% 245% 21.8%
7,115,129  1,191,087,434 6.3%  8.6% 3,906 4,670 83.6% 24.3% 22.5%
7,461,360  1,260,211,669 49%  5.8% 3,977 4,889 81.4% 23.8% 22.7%
7,593,501 1,320,132,173 1.8% 4.8% 3,934 5,071 77.6% 22.4% 22.7%
8,526,244  1,363,511,000 12.3%  3.3% 4,313 5,188 83.1% 23.3% 22.3%
8,193,193 1,394,056,662 -3.9% 2.2% 4,052 5256 77.1% 20.7% 21.6%
8,436,367 1,428,818,000 3.0% 2.5% 4,085 5,336  76.6% 19.7% 20.9%
8,727,968 1,484,177,100 3.5% 3.9% 4,155 5,492 75.7% 19.0% 20.4%
$9,238,982 $1,531,627,443 5.9% 3.2%  $4,338 $5,617 77.2% 18.9% 19.9%

*The data in this table excludes federal spending that is not attributable to the states , such as net interest and international

payments, and foreign outlays. The U.S. total does account for about 90 percent of all federal outlays in a given year.

**Per capita calculations use a July 1st estimate of resident population for expenditures ending on September 30th.

***TP| - Total Personal Income estimate for the federal fiscal year (October 1 through September 30).

Source: Base data is from - Federal Expenditures by State, published annually by the U.S. Dept of Commerce.
Per capita and total personal income calculations were done by Utah Foundation with data also from the Dept of Commerce.
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Nevertheless, the report was an important one
because approximately 90 percent of dl federd
expenditures were included in this report.

Beginning in 1998, the information that was
formerly contained in the FES report became
part of the Consolidated Federal Funds Report
for the Fiscal Year 1998 (CFFR). One
important digtinction between the two reports is
that total grant figuresin CFFRincludedl federa
grant obligations withinastate including grants to
non-governmental recipients (suchasindividuds,
profit and non-profit agencies) rather than just
grants to state and local governments. Utah
Foundation continues to look at grants to state
and local governments only using information on
federal grants made to state and local
governments found in another report, Federal
Aid to Sates for Fiscal Year1998 aso
published by the U.S. Department of Commerce.
The foundationmakes this adjusment inorder to
preserve the integrity of the time seriesshown in
Tables 2 and 3. These tables follow the format
of the U.S. Department of Commerce reports
dividing federa expenditures into five main
categories.

Grants to state and local governments
Asreported by the Foundetion, theseare
grantsmade by any federa agency to astate
or loca government. Mgjor grantsinthisarea
are. Medicad, Temporary Assstance for
Needy Families, highways, housing,
environment, mass trangt and others.

Federal salary and wages

These are wages paid by a federa
employer. This includes military personnd,
cvilian defense workers, and employees of
such federa agencies as the Post Office,
Bureauof Land Management, Forest Service

12  utan Foundation, March 2001

and Nationa Parks Service, among others.

Paymentsto individuals

This category includes any federa
program that makes payments directly to
individuals. Such programs include Social
Security, Medicare, federd employee
retirement, earned income tax credit, Food
Stamps, veterans' programs, €tc.

Procurement contracts

Contracts with any federal agency are
included inthiscategory. Themgor contracts
are defense, National Air and Space
Adminigtration, and Pogt Office. In Utah,
contractswithBLM, Forest Serviceor Parks
Service are common.

Other grants and payments

Thisis a catch-dl category that includes
everything not in the other four. It is the
smdlest of the five groups.

Table 2 and Table 3 show federa spending
in Utah from 1990 to 1999 by these five mgor
categoriesand for the nationas awhole. Thefirg
four of these categories are discussed below.

Grantsto State and L ocal Gover nment

Medicaid

In Utah, federa grants to state and local
governments have grownfrom 12.9 percent of dl
federa expenditures to 19.1 percent between
1990 and 1999. The main reason for this growth
in state and locd grants is the Sgnificart rise in
Medicad expenditures. Medicaid isthestate and
federa hedthinsurance programfor the poor and
medically needy. Medicad isone of four federal
grants that has grown rgpidly during the 1990sin



Utah. Medicaid isthe most important because it
is so much larger than any other federa grant.
Medicaid expenditures have more than doubled
in the 1990s, growing from $224.5 million to
$569.3 million. Thisisanannua average growth
rate of 10.9 percent.

Medicaid accounts for more than a third of
the total increase of dl federal grantsto state and
loca governmentsin Utah in the 1990s, and dso
accounts for 12.6 percent of the total increase of
dl federal expenditures in Utah in the 1990s.
Only Social Security (31.2 percent) and
Medicare (16.6 percent) account for a larger
shareof the totd increaseinfederd expenditures
in Utah than Medicaid.

All statesparticipateinthe Medicaid program
but the rgpidly increasing cost of the program
during the 1990s was a cause of concern
nationwide. States must pay a portion of the
program’s cost, averaging about 25 percent.
Until recently, the federal government made all
decisons asto digibility and coverage. As costs
of the program began to grow rapidly, states
complained about the ever increasng maiching
fund requirements. This led to reforms in the
program which now dlow states more flexibility
in determining eligibility and coverage limits
beyond the mnimums set by the federd
governmerntt.

There were two man reasons for the rapid
increase in Medicad expenditures during the
1990s. First, medica inflation has exceeded
overd! inflaion for the last two decades.
Between 1979 and 1999, medica costs have
risen by an annua average rate of 6.8 percent
while overdl inflation has risen by 4.2 percent.?
Inthe early 1990s, the disparity was evengreater

2 Monthly Labor Review and Handbook of Labor
Satistics, (U.S. Bureau of Labor Statistics).

with a medicd inflation rate of 7.2 percent per
year while dl inflation grew at an average annua
rate of 3.6 percent. Thelast five years have seen
inflation in medica costs much closer to overdl
inflation averagng 3.4 percent and 2.5 percent
per year repectively.

Second, the federd government mandated
changes in Medicaid digibility that sgnificantly
increased the number of participants in the early
1990s. Following thisexpansion and in response
to complaints from the dtates, the states were
gven some flexibility regarding medicaid
programs. From 1995 to 1997 the number of
participants declined due primarily to growth in
the economy (higoricdly low unemployment
rates) aided by changes in state programs.
However, the number of participants in 1998
increased again with the implementation of the
State Children’'s Hedlth Insurance Program
(SCHIP) whichexpanded digihility requirements
for children under the age of 19.3

Nationdly, between 1980 and 1990, the
number of Medicaid participants increased from
21.6 million to 25.3 million. This is an annual
average increase of 1.6 percent. Between 1990
and 1995, the number of participants jumped to
36.3 million, an annud average increase of 7.6
percent.

From 1995 to 1997 the number of
participants declined to 349 million, but
increased in 1998 to 40.7 million with the
addition of the SCHIP participants. The
combined effect of higher than average
inflation in medical care and the increasing
number of participants early in the 1990s
and with the introduction of the SCHIP

% For more information on SCHIP and it’s impact on
Utah see Utah Foundation research report 637,
Utah's Implementation of the Sate Children’s

Health Insurance Program, November 2000.

Utah Foundation, March 2001 13
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UTAH
GRANTS TO STATE & LOCAL GOV'TS:

Medicaid
Food & Nutrition
A.F.D.C./ T.AN.F.
Social Services / Health
Highways
Mass Transit
Education
Housing & Urban Development
Employment & Training
Interior
Environment
Crime
All Other
TOTAL STATE & LOCAL GRANTS

FEDERAL SALARY & WAGES:
Military Personnel
Civilian Defense Workers
Postal Service Employees
Treasury
All Other
TOTAL SALARY & WAGES

PAYMENTS TO INDIVIDUALS:

Social Security Payments
Medicare Payments
Supplemental Security Payments
Food Stamps
Veterans' Program
Federal Employee Retirement
Other Federal Employee Benefits
All Other
TOTAL PAYMENTS TO INDIVIDUALS

PROCUREMENT CONTRACTS:

Defense Contracts
Postal Service Contracts
Other Contracts
TOTAL PROCUREMENT CONTRACTS

OTHER GRANTS & PAYMENTS

FED. EXPEND. TOTALS FOR UTAH

Table 2

Federal Expenditures in Utah and in the U.S.: FY 1990 to 1999

(numbers are in millions of dollars)

[ 1990 | 1901 | 1902 | 1093 | 1994 | 1995 | 1996 | 1997 | 1908 | 1999 |
$224.5 $250.3 $352.3 $357.1 $405.7 $420.5 $470.0 $485.4 $518.9 $569.3
73.9 80.5 95.9 101.9 103.4 107.0 121.9 1345 130.5 138.2
52.8 66.0 80.1 77.3 86.6 91.2 813 27.0 90.0 55.9
77.9 817 77.1 103.9 1145 119.0 122.2 89.8 114.2 182.9
123.2 81.8 1105 160.0 112.2 135.1 146.7 164.3 151.4 249.7
22.0 7.8 20.9 28.1 9.0 10.1 28.4 431 82.2 56.6
75.6 83.1 88.5 96.3 110.7 113.2 136.5 127.4 173.1 156.8
415 438 56.0 61.7 721 823 104.2 69.9 81.1 102.8
422 439 465 47.4 465 51.2 487 358 413 58.9
53.4 52.2 49.4 51.0 49.8 51.6 55.5 60.2 63.2 62.1
16.1 9.8 10.7 18.3 323 408 60.7 483 26.4 24.6
2.4 48 6.3 7.7 6.5 12.7 19.6 18.1 236 437
331 335 48.4 62.8 59.5 837 50.4 51.1 55.4 58.8
838.5 839.2 1,042.5 1,173.4 1,208.7 1,318.3 1,445.9 1,354.9 1,551.3 1,760.2
234.3 268.6 239.7 223.4 2215 230.2 2455 193.6 216.2 253.4
656.6 653.4 613.1 623.6 542.1 564.2 515.0 448.9 404.5 424.8
1615 1715 186.3 196.3 236.9 255.6 257.1 276.2 279.9 280.8
NA NA NA 165.0 169.8 178.1 172.3 174.0 179.3 194.3
375.0 392.7 4373 295.2 308.9 290.5 288.0 295.2 3117 389.2
1,427.4 1,486.2 1,476.4 1,503.5 1,479.2 15185 1,477.9 1,387.8 1,391.6 1,469.1
1,170.7 1,286.9 1,391.1 1,491.6 1,589.2 1,686.5 1,853.0 1,861.8 1,953.1 2,020.9
343.7 361.2 451.0 470.2 552.0 635.2 743.3 793.0 801.1 796.4
33.0 452 57.1 67.8 88.6 83.8 82.1 90.9 89.9 91.1
711 82.8 92.2 97.7 94.5 90.1 87.2 78.6 753 73.4
77.9 79.6 82.2 87.7 87.1 95.3 99.0 96.1 89.1 100.3
516.4 560.2 578.4 623.6 651.9 728.8 758.4 750.2 829.0 842.0
139 15.8 17.0 175 19.0 18.6 17.8 17.2 61.9 69.7
263.9 289.6 346.4 407.0 361.8 379.4 278.1 436.9 400.3 513.9
2,490.5 2,721.3 3,015.5 3,263.1 3,444.1 3,717.7 3,918.9 41247 44292 4,507.7
883.0 804.4 614.3 532.3 524.0 4958 393.2 4334 464.7 548.1
224 343 365 38.2 51.2 53.6 62.9 69.5 74.8 79.0
637.8 594.6 693.9 708.4 615.0 1,076.0 217.4 703.0 640.7 641.1
1,543.2 1,433.3 1,344.7 1,278.8 1,190.2 1,625.4 1,072.5 1,206.0 1,180.2 1,268.3
211.6 213.9 236.1 242.4 271.3 346.4 278.0 363.0 175.7 233.8
$6,511.1 $6,693.9 $7,115.1 $7,461.4 $7,593.5 $8,526.2 $8,193.2 $8,436.4 $8,728.0 $9,239.0
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50 STATES AND D.C.

GRANTS TO STATE & LOCAL GOV'TS:

Medicaid
Food & Nutrition
A.F.D.C./ T.AN.F.
Social Services/Health
Highways
Mass Transit
Education
Housing & Urban Development
Employment & Training
Interior
Environment
Crime
All Other
TOTAL STATE & LOCAL GRANTS

FEDERAL SALARY & WAGES:
Military Personnel
Civilian Defense Workers
Postal Service Employees
Treasury
All Other
TOTAL SALARY & WAGES

PAYMENTS TO INDIVIDUALS:
Social Security Payments
Medicare Payments
Supplemental Security Payments
Food Stamps
Veterans' Program
Federal Employee Retirement
Other Federal Employee Benefits
All Other
TOTAL PAYMENTS TO INDIVIDUALS

PROCUREMENT CONTRACTS:

Defense Contracts
Postal Service Contracts
Other Contracts
TOTAL PROCUREMENT CONTRACTS

OTHER GRANTS & PAYMENTS

FEDERAL EXPEND. TOTALS FOR U.S.

(numbers are in millions of dollars)

[ 1990 | 1991 [ 1992 | 1993 | 1994 | 1995 | 1996 | 1997 [ 1998 | 1999 |
$40,857 $52,533 $67,827 $75,774 $82,034 $89,070 $91,990 $95,552  $101,001  $108,569
10,023 10,797 12,012 13,057 13,926 13,930 14,685 15,742 16,097 16,336
12,246 13,520 15,461 15,641 16,635 17,151 16,409 9,700 18,494 13,653
12,384 14,181 13,456 15,911 20,109 19,856 19,237 14,773 18,419 26,344
13,969 14,359 15,295 16,653 19,140 19,578 20,229 20,972 20,619 20,619
3,754 3,826 3,528 3,516 3,934 4,818 4,885 4,555 4,757 4,757
11,176 12,414 13,659 14,740 15,491 15,955 15,299 18,326 21,503 22,768
12,524 13,824 16,679 19,056 21,505 25,607 22,612 23,020 27,182 30,348
5,735 5,961 6,712 6,722 6,733 7,001 6,614 5,420 6,728 7,116
1,608 1,443 1,497 1,566 1,769 1,889 1,827 2,859 2,545 2,599
2,886 2,836 3,206 3,516 2,912 3,353 3,204 3,028 2,995 3,223
330 769 846 853 877 1,890 1,946 2,602 3,180 4,871
6,964 6,887 7,822 8,196 9,174 8,838 8,605 13,229 9,754 30,928
134,457 153,350 178,000 195,201 214,239 228,936 227,542 229,778 253,274 274,448
39,444 44,838 44,490 43,632 43,255 41,247 43,138 39,013 38,628 42,035
29,659 30,416 29,361 30,316 30,215 29,945 29,817 27,706 28,550 28,378
34,214 36,076 38,391 39,850 40,945 41,931 42,676 43,835 45,588 42,322
NA NA NA 7,005 6,722 7,013 6,710 6,744 6,894 7,272
42,777 45,019 49,346 45,386 47,814 48,014 40,681 48,847 50,511 57,619
146,095 156,350 161,588 166,189 168,951 168,151 169,731 166,145 170,171 177,279
243,607 263,942 281,878 297,945 313,660 330,832 353,224 360,207 375,173 386,862
112,343 117,865 147,922 154,722 181,999 180,109 194,393 207,156 209,509 208,648
11,748 15,284 17,914 21,137 26,010 24,708 24,343 26,838 27,642 28,332
13,999 17,044 20,032 22,033 22,927 22,767 22,490 19,595 16,944 15,878
16,085 16,364 16,707 17,482 17,570 19,036 19,963 19,206 24,062 21,000
53,121 56,390 58,351 61,325 63,286 67,036 68,590 72,162 74,291 75,664
1,347 1,601 1,738 1,822 1,851 1,859 1,865 1,861 1,861 11,767
45,446 53,473 67,232 74,486 64,362 70,811 64,406 74,855 87,542 77,315
497,696 541,963 611,774 650,952 691,666 717,157 749,273 781,880 835,618 851,786
135,259 139,571 129,125 129,996 125,983 126,004 128,629 119,859 126,726 126,223
4,747 7,215 7,521 7,759 8,846 8,799 10,437 11,038 12,190 13,320
48,525 60,917 63,550 63,614 63,130 67,406 50,362 62,178 70,344 68,551
188,531 207,702 200,195 201,369 197,959 202,209 200,543 193,074 209,260 208,094
35,925 37,128 39,530 46,500 47,317 47,058 46,968 57,942 15,854 20,021
$1,002,703  $1,096,493  $1,191,087  $1,260,212  $1,320,132  $1,363511  $1,394,057  $1,428,818  $1,484,177  $1,531,627

Source: U.S. Department of Commerce, Economics and Statistics Administration.
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UTAH

GRANTS TO STATE & LOCAL GOV'TS:

Medicaid
Food & Nutrition
A.F.D.C./ T.AN.F.
Social Services / Health
Highways
Mass Transit
Education
Housing & Urban Development
Employment & Training
Interior
Environment
Crime
All Other
TOTAL STATE & LOCAL GRANTS

FEDERAL SALARY & WAGES:
Military Personnel
Civilian Defense Workers
Postal Service Employees
Treasury
All Other
TOTAL SALARY & WAGES

PAYMENTS TO INDIVIDUALS:

Social Security Payments
Medicare Payments
Supplemental Security Payments
Food Stamps

Veterans' Program

Federal Employee Retirement
Other Federal Employee Benefits
All Other

TOTAL PAYMENTS TO INDIVIDUALS

PROCUREMENT CONTRACTS:
Defense Contracts
Postal Service Contracts
Other Contracts

TOTAL PROCUREMENT CONTRACTS

OTHER GRANTS & PAYMENTS

FED. EXPEND. TOTALS FOR UTAH

Table 3

Federal Expenditures in Utah and in the U.S.: FY 1990 to 1999

Federal Expenditures by Category as a Percent of Total Pct Chg Average Annual

1990 | 1001 | 1902 | 1993 | 1004 | 1995 | 1996 | 1997 | 1998 | 1999 1998-99 | Growth Rate 90 to 99
34%  37%  50%  48%  53%  49%  57%  58%  59%  62% 9.7% 10.9%
11%  12%  1.3%  14%  14%  13%  15%  16% = 15% = 15% 5.9% 7.2%
08%  1.0%  11%  1.0%  11%  11%  1.0%  03%  1.0%  0.6% -37.9% 0.6%
12%  12%  11%  14%  15%  1.4%  15% = 11%  13%  2.0% 60.1% 10.0%
19%  12%  1.6%  21%  15%  1.6%  18%  19%  17%  2.7% 64.9% 8.2%
03%  01%  03%  04%  01%  01%  03%  05%  09%  0.6% -31.2% 11.1%
12%  12%  12%  13%  15%  13%  17%  15% = 20% = 1.7% -9.4% 8.4%
06%  07%  08%  08%  10%  10%  13%  08%  09%  1.1% 26.7% 10.6%
06%  07%  07%  06%  06%  06%  06%  04%  05%  0.6% 42.5% 3.8%
08%  08%  07%  07%  07%  06% 07%  07%  07%  0.7% -1.8% 1.7%
02%  01%  02%  02%  04%  05%  07%  06%  03%  03% -6.7% 4.8%
00%  01%  01%  01%  01%  01%  02%  02%  03%  05% 85.0% 38.3%
05%  05%  07%  08%  08%  10%  06%  06%  06%  0.6% 6.0% 6.6%
12.9%  125%  147% 157%  15.9%  155% 17.6%  16.1% 17.8%  19.1% 13.5% 8.6%
36%  40%  34%  30%  29%  27%  3.0%  23%  25%  2.7% 17.2% 0.9%
101%  9.8%  86%  84%  7.1%  66%  63%  53%  46%  4.6% 5.0% -4.7%
25%  26%  2.6%  26%  31%  30%  31%  33%  32%  3.0% 0.3% 6.3%
NA NA NA 22%  22%  21% @ 21%  21%  21%  21% 8.4% NA
58%  59%  6.1%  40%  41%  34%  35%  35%  3.6%  42% 24.9% 0.4%
21.9%  222%  20.8%  202% 195%  17.8%  18.0%  165%  159%  15.9% 5.6% 0.3%
18.0%  19.2%  19.6%  20.0%  20.9%  19.8%  22.6%  22.1%  22.4%  21.9% 3.5% 6.3%
53%  54%  63%  63%  7.3%  7.4%  91% = 94%  92%  8.6% -0.6% 9.8%
05%  07%  0.8%  09%  12%  1.0%  1.0%  11%  1.0%  1.0% 1.4% 11.9%
11%  12%  13%  13%  1.2%  11%  11%  09% = 09%  0.8% -2.4% 0.4%
12%  12%  12%  12%  11%  11%  12%  11% = 1.0%  11% 12.6% 2.9%
79%  84%  81%  84%  86%  85%  93%  89%  95%  9.1% 1.6% 5.6%
02%  02%  02%  02%  03%  02%  02%  02%  07%  0.8% 12.5% 19.6%
41%  43%  49%  55%  48%  44%  34%  52%  46%  5.6% 28.4% 7.7%
38.2%  40.7%  42.4%  437%  454%  43.6%  47.8%  48.9%  50.7%  48.8% 1.8% 6.8%
136% 12.0%  86%  7.1%  6.9%  58%  48%  51%  53%  59% 17.9% -5.2%
03%  05%  05%  05%  07%  06%  08%  08%  09%  09% 5.6% 15.0%
98%  89%  9.8%  95%  81% 126%  27%  83%  7.3%  6.9% 0.1% 0.1%
237%  21.4%  18.9%  17.1% 157%  19.1%  13.1%  14.3%  135%  13.7% 7.5% -2.2%
32%  32%  3.3%  32%  36%  41%  34%  43%  20%  25% 33.1% 1.1%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 5.9% 4.0%
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50 STATES AND D.C.

GRANTS TO STATE & LOCAL GOV'TS:

Medicaid
Food & Nutrition
A.F.D.C./ T.AN.F.
Social Services/Health
Highways
Mass Transit
Education
Housing & Urban Development
Employment & Training
Interior
Environment
Crime
All Other
TOTAL STATE & LOCAL GRANTS

FEDERAL SALARY & WAGES:
Military Personnel
Civilian Defense Workers
Postal Service Employees
Treasury
All Other
TOTAL SALARY & WAGES

PAYMENTS TO INDIVIDUALS:
Social Security Payments
Medicare Payments
Supplemental Security Payments
Food Stamps
Veterans' Program
Federal Employee Retirement
Other Federal Employee Benefits
All Other

TOTAL PAYMENTS TO INDIVIDUALS

PROCUREMENT CONTRACTS:
Defense Contracts
Postal Service Contracts
Other Contracts

TOTAL PROCUREMENT CONTRACTS

OTHER GRANTS & PAYMENTS

FEDERAL EXPEND. TOTALS FOR U.S.

Federal Expenditures by Category as a Percent of Total Pct Chg Average Annual

1990 1991 1992 | 1993 | 1994 1995 1996 1997 1998 1999 1996-97 Growth Rate 90 to 99
4.1% 4.8% 5.7% 6.0% 6.2% 6.5% 6.6% 6.7% 6.8% 7.1% 7.5% 11.5%
1.0% 1.0% 1.0% 1.0% 1.1% 1.0% 1.1% 1.1% 1.1% 1.1% 1.5% 5.6%
1.2% 1.2% 1.3% 1.2% 1.3% 1.3% 1.2% 0.7% 1.2% 0.9% -26.2% 1.2%
1.2% 1.3% 1.1% 1.3% 1.5% 1.5% 1.4% 1.0% 1.2% 1.7% 43.0% 8.7%
1.4% 1.3% 1.3% 1.3% 1.4% 1.4% 1.5% 1.5% 1.4% 1.3% 0.0% 4.4%
0.4% 0.3% 0.3% 0.3% 0.3% 0.4% 0.4% 0.3% 0.3% 0.3% 0.0% 2.7%
1.1% 1.1% 1.1% 1.2% 1.2% 1.2% 1.1% 1.3% 1.4% 1.5% 5.9% 8.2%
1.2% 1.3% 1.4% 1.5% 1.6% 1.9% 1.6% 1.6% 1.8% 2.0% 11.6% 10.3%
0.6% 0.5% 0.6% 0.5% 0.5% 0.5% 0.5% 0.4% 0.5% 0.5% 5.8% 2.4%
0.2% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2% 0.2% 2.1% 5.5%
0.3% 0.3% 0.3% 0.3% 0.2% 0.2% 0.2% 0.2% 0.2% 0.2% 7.6% 1.2%
0.0% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.2% 0.2% 0.3% 53.2% 34.9%
0.7% 0.6% 0.7% 0.7% 0.7% 0.6% 0.6% 0.9% 0.7% 2.0% 217.1% 18.0%
13.4% 14.0% 14.9% 15.5% 16.2% 16.8% 16.3% 16.1% 17.1% 17.9% 8.4% 8.3%
3.9% 4.1% 3.7% 3.5% 3.3% 3.0% 3.1% 2.7% 2.6% 2.7% 8.8% 0.7%
3.0% 2.8% 2.5% 2.4% 2.3% 2.2% 2.1% 1.9% 1.9% 1.9% -0.6% -0.5%
3.4% 3.3% 3.2% 3.2% 3.1% 3.1% 3.1% 3.1% 3.1% 2.8% -7.2% 2.4%
NA NA NA 0.6% 0.5% 0.5% 0.5% 0.5% 0.5% 0.5% 5.5% NA
4.3% 4.1% 4.1% 3.6% 3.6% 3.5% 2.9% 3.4% 3.4% 3.8% 14.1% 3.4%
14.6% 14.3% 13.6% 13.2% 12.8% 12.3% 12.2% 11.6% 11.5% 11.6% 4.2% 2.2%
24.3% 24.1% 23.7% 23.6% 23.8% 24.3% 25.3% 25.2% 25.3% 25.3% 3.1% 5.3%
11.2% 10.7% 12.4% 12.3% 13.8% 13.2% 13.9% 14.5% 14.1% 13.6% -0.4% 7.1%
1.2% 1.4% 1.5% 1.7% 2.0% 1.8% 1.7% 1.9% 1.9% 1.8% 2.5% 10.3%
1.4% 1.6% 1.7% 1.7% 1.7% 1.7% 1.6% 1.4% 1.1% 1.0% -6.3% 1.4%
1.6% 1.5% 1.4% 1.4% 1.3% 1.4% 1.4% 1.3% 1.6% 1.4% -12.7% 3.0%
5.3% 5.1% 4.9% 4.9% 4.8% 4.9% 4.9% 5.1% 5.0% 4.9% 1.8% 4.0%
0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.1% 0.8% 532.4% 27.2%
4.5% 4.9% 5.6% 5.9% 4.9% 5.2% 4.6% 5.2% 5.9% 5.0% -11.7% 6.1%
49.6% 49.4% 51.4% 51.7% 52.4% 52.6% 53.7% 54.7% 56.3% 55.6% 1.9% 6.2%
13.5% 12.7% 10.8% 10.3% 9.5% 9.2% 9.2% 8.4% 8.5% 8.2% -0.4% -0.8%
0.5% 0.7% 0.6% 0.6% 0.7% 0.6% 0.7% 0.8% 0.8% 0.9% 9.3% 12.1%
4.8% 5.6% 5.3% 5.0% 4.8% 4.9% 3.6% 4.4% 4.7% 4.5% -2.5% 3.9%
18.8% 18.9% 16.8% 16.0% 15.0% 14.8% 14.4% 13.5% 14.1% 13.6% -0.6% 1.1%
3.6% 3.4% 3.3% 3.7% 3.6% 3.5% 3.4% 4.1% 1.1% 1.3% 26.3% -6.3%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 3.2% 4.8%

Source: U.S. Department of Commerce, Economics and Statistics Administration.




program has pushed Medicaid expenditures up.
In addition to Medicaid, other federa grant
programs have shown rapid growthinthe 1990s.
Thefastest growing is federd expendituresinthe
Department of Justice, which islabeled “Crime”’
in the table. It hasgrown by anannud average of
38.3 percent or from $2.3 million to $43.7
million. Despite this very rgpid growth,
expendituresin this area dill amount to only 0.5
percent of al federal expendituresin Utah.

Mass Transit

Federal grants for mass trangt have been
increesing during the 1990s averaging an annud
growthrate of 11.1 percent. They reached ahigh
of $82.2 millionof expendituresin 1998 and then
declined in 1999 to $56.6 million. Both of these
represent a ggnificant increase from 1991 when
thestate received only $7.8 millionwhichwasthe
low for the decade. The development of light rall
in SAt Lake County spurred theseincreases. Not
urprisng to those living dong the Wasatch
Front, highway grants have dso shown a
ggnificant increase in the last few years dthough
the average annua growth rate was lower at 8.2
percent. Since 1994, federa highway
expenditures in Utah increased from $112.2
million to $249.7 million in 1999. With the
completion of the Intergtate 15 renovation, light
rall and other projects planned for the Olympics
in 2002, this upward trend in both mass trangt
and highway spending could leve off.

TANF (AFDC)

Two other grant areas, Social
ServicesHedth and Housng and Urban
Development dso grew more than 10 percent
per year on average. There isone federa grant
program that has gone in the opposte direction,
Temporary Assstance to Needy Families

18  utah Foundation, March 2001

(TANF) formerly known as Aid to Familieswith
Dependent Children (AFDC). Between 1990
and 1995, AFDC grew from $52.8 million to
$91.2 million in Utah.

INn1996, AFDC was dissolved and replaced
with Temporary Assstance for Needy Families
(TANF). The adminigrationof this new program
was turned over to the states with oversght
provided by thefederal government. The purpose
of TANF was to shift the focus from providing
financid help to those who qudify to providing
incentives to get participants jobs. TANF grants
fell to $26.9 million in 1997, increased to $90
millionin 1998 and then fdl to $55.9 million in
1999. The average annud growth rate in the
1990swas 0.6 percent. Therather sharp upsand
downs of the last few years make it difficult to
predict if this dower growth rate will continue.

National Grant Expenditures

Nationdly, Medicad expenditures are
growing even fagter than in Utah, by an annua
average rate of 11.5 percent. Because of this
faster growth in Medicad nationdly, federa
grants to state and local governments per capita
grew fagter in the 50 gtates than in Utah. Federal
grants to state and local governments per capita
fdl in Utah from 93.7 percent of the national
average in 1990 to 77.2 percent in 1999 (see
Tablel).

Although the upward trend in hedth care
expenditures in Utah is dmilar to the nation,
federa Medicaid spending is much lower here
than nationdly. The main reason for this is that
Utah' spoverty rate is bel ow the nationd average
and, therefore, a amdler portion of Utah's
population qudify for this hedth insurance
program.

Nationdly, AFDC/TANF hasasoshown the
same trends as have occurred in Utah. After



pesking in 1998 at $18.5 hillion, AFDC/TANF
grants dropped to $13.7 hillionin 1999. Again
the up and down fluctuations of the past four
yearsmakeit difficult to predict whet the ultimate
effect of TANF reform will be on federd
expendituresin the states.

Salary and Wages

A second mgor federa expenditurecategory
is sdary and wages. This category declined from
21.9 percent of federal spending in Utahin 1990
to 15.9 percent in 1999. Total federa salaries
and wagesin Utah declined from $1.427 billion
to $1.388 hillion in 1997 and then rebounded to
$1.469 billion in 1999.

Defense Wages

The man reason for the decline in federa
wages is the drop during the early 1990s in
federd military and civilian defense pay. Federd
militay pay declined from $234.3 million to
$193.6 millionin 1997 and civilian defense pay
declined from $656.6 millionto $448.9 million
during the same time. When combined, the
declines in federal military and civilian defense
pay amounted to aloss to the Utah economy of
$248.5 million over this seven-year period.
Military personnel and avilian defense pay fdl
from 13.7 percent to 7.6 percent of al federa
expendituresin the state.

These declines were the result of reductions
inaviliandefenseworkers at Hill Air Force base,
and closures of two civilian defense plants:
Toode Army Depot and the Ogden Defense
Depot. However, in 1998 and 1999, federal
military pay increased bothindollar amountsand
as a percent of tota federa spending. In 1999
militay wages were $253.4 million which
represented 2.7 percent of federal spending in
Utah. The 1999 increases were largely due to

new programs a Hill Air Force basg, the Sate's
largest defense employer. In 1999 Hill was
chosen as the headquarters for a new
“expeditionary” force and a center for low-
observable technology.

An additiond increase in federal wages was
probably due to gearing up for the 2000 census.
These, of course, aretemporary postions which
will aso be part of the 2000 federal expenditure
data but will then drop ouit.

National Wage Comparisons

Dedinesin the importance of federal wages
as a percent of totd federd expenditures can be
seen nationdly as wel. 1n 1990, military pay in
the states amounted to $39.4 billion which
represented 3.9 percent of federal expenditures.
In 1997, it had fdlen dightly to $39.0 hillion but
that represented only 2.7 percent of tota
expenditures. In1999, military pay totaled $42.0
billion but continued to be 2.7 percent of total
expenditures. Civilian defense pay in the States
has declined from $29.7 billion in 1990 to $28.4
billionin 1999. This represents a decline from
3.0 percent of tota expendituresin 1990to 1.9
percent in 1999. Combined, thesetwo categories
have declined from 6.9 percent of federa
expenditures in the states to 4.6 percent. The
dedine infedera military and diviliandefense pay
accounts for the overal decline in sdary and
wages from 14.6 percent of federd expenditures
in satesto 11.6 percent during the 1990s.

The more dramatic decline in wages and
sdaries between Utah and the nation is best
understood in per capita terms. Federal wages
and sdaries in Utah have dropped from 140.9
percent to 106.1 percent of the nationd average
during the 1990s. This entire drop can be
attributed to the dedline in military and civilian
defensepay. The man reason that Utah ill
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recaives federal sdary and wages above the
nationa average is that Utahisalarge public land
state.* These public (federd) lands are managed
by federal employees. It isthe large presence of
Bureau of Land Management, Forest Service,
Park Service, Fish and Game Service and other
federal employees that keeps federd per capita
wages and sdaries above the nationd average.

Paymentsto Individuals

Payments to individuds is the largest of the
five mgor categories. About 81 percent of these
payments are made to persons of retirement age.
As can be seen from the tables, this category
includes Socia Security, Medicare, and federa
retirement among others. Socia Security is not
only the largest federal expenditure in payments
to individuds it is the dngle largest federd
expenditure in the state. Even more important, it
isagrowing portion of dl federa expendituresin
Utah. In the 1990s, Socia Security has grown
from 18.0 percent of dl federa expenditures in
Utah in 1990 to 21.9 percent in 1999 having
reached a peak in 1998 of 22.4 percent.

Medicare(the hedthcareprogramfor dtizens
65 and over) is the second largest payment to
indviduals and the second largest federa
expenditure in the state. It is dso one of the
fastest growing federal expenditures in Utah.
Medicare expenditures have increased from
$343.7 millionto $796.4 million between 1990
and 1999, an average annua increase of 9.8
percent. To appreciatethe Sze and rapid growth

4In Utah, 65.9 percent of the land area (52.5 million
acres) isowned by the federal government. Of this
amount 42.0 percent is owned by the Bureau of Land
Management, 15.3 percent by the National Forest
Service, 3.6 percent by the Department of Defense,
3.3 percent by the National Parks Service, and 1.7
percent by other federal agencies.

20  utah Foundation, March 2001

of these two programs, it helps to look at them
over the period of the 1990s. In 1990, Socia
Securityand Medicare amounted to 23.3 percent
of dl federa expendituresin the state. By 1998,
these two programs had grown to 31.6 percent
of al federa expendituresinthe state. There was
a dight decline in 1999 to 30.5 percent of tota
expenditures but even so, these two programs
that go just to the ederly account for dmost one-
third of al federd dollars spent in Utah.

Socid Security is dso the single biggest
expenditure in dl 50 states. In 1999, Socid
Security amounted to 25.3 percent of al federa
expenditures. Medicare is the second largest
program in 1999, amounting to 13.6 percent of
al federd expendituresinthe states. Combined,
these two programs for the elderly amount to
38.9 percent of dl federa expenditures in the
states.

The reason that Utah recelves a smdler
portionof Socid Security and Medicarethanthe
nationd average is that Utah has the youngest
popul ationamong the states. Utahns' 65 years of
age and older accounted for only 8.7 percent of
the state' s population in 1999. Nationdly, those
65 and older made up 12.7 percent. With fewer
people qudifying for Socid Security and
Medicare, Utah receives fewer dollars.

The dtate’'s youthful demographic profile
results in  fewer federal dollars per capita as
paymentstoindividuas thanthe nationasawhole
-- and it has been declining steadily.® In 1990,

5 Population projections by the U.S. Bureau of
Census show Utah’s elderly population to be
growing slightly faster than that of the nation’s.
Utah's 65 and over population will grow from a
projected 9.1 percent in 2000 to 10.8 percent in 2010.
Nationally, the 65 and over population will grow from
12.6 to 13.2 percent. See U.S. Bureau of the Census
Population Paper Listings, PPI-47.



federa per capitapaymentsto individudsinUtah
amounted to $1,439.77 or 72.2 percent of the
nationd average of $1,995.26. In 1999, Utah
received $2,116.44 per capita in payments to
individuas or 67.8 percent of a nationd average
of $3,123.63.

Procurement Contracts

Of the five mgor categories of federal
expenditures, procurement contracts have shown
the most dgnificant change. Tota procurement
contracts, in Utah, have declined from $1.54
billion in 1990 to $1.27 hillionin 1999. Thisisa
loss to the Utah economy of $275 million. The
biggest reason for this dramatic drop in
procurement contracts is the loss of federd
defense contracts. During this time, Utah's
defense contractors have gone from contracts
totaling $883.0 millionin 1990 to only $548.1
million in 1999. The 1999 spending represents a
sgnificant increase fromthe low of $393.2 million
spent in 1996.

Looking at it from another perspective,
defense contracts fdl from 13.6 percent of al
federa expendituresin Utah in 1990 to only 4.8
percent in 1996 and have then increased dightly
to 5.9 percent in 1999. The early losses in
revenue forced Utah's defense contractors to
subgtantidly rethink and redefine their corporate
missons. The recent increase indicates that they
have had some success as aresult.

Offsatting the dedine indefense contracts, to
a gnd| degree, is the significant rise in postdl
service contracts. Postal contracts have grown
from $22.4 million to $79.0 million, an annud
average growth rate of 15.0 percent. Evenat this
higher level, posta service contracts account for
less than 1 percent of dl federal expenditures in
the state.

Nationdly, procurement contracts show a

gmilar but less dramatic decline. As a percent of
dl federal expendituresinthe states, procurement
contracts have dropped from 18.8 percent to
13.6 percent between1990and 1999. However,
procurement contracts did not fal in actud
expenditures nationdly as they did in Utah.
Nationad procurement contracts grew from
$188.5 hillion to $208.1 hillion — an increase of
$19.6 hillion.

Despite  this dight increese in  total
procurement contracts, defense contractstook a
hit, falling from$135.3 hillionto $126.2 hillion, a
dedine of $9.1 hillion. As a percent of Al
procurement contracts, defense contracts have
dropped from 71.7 percent to 60.7 percent.
Defense contracts fell from 13.5 percent of al
federa spending in the states to 8.2 percent.

Aswith federd wages and salaries, the best
way to see how much better the nation has fared
in the dedine in contracts is by looking at per
capita expenditures. Nationaly, per capita
procurement contracts have risen from $756 to
$763 -- anincrease of $7 per capita. InUtah, the
decline was sharp, from $892 to $595. Thisisa
loss of $297 per capita. In percentage terms,
Utah went from 118 percent of the per capita
nationa average to 78.0 percent -- aremarkable
drop in just seven years® Figures1 and 2 show
the trends in federal expenditures for Utah and
the U.S.

Trendsin Federal Expenditures
In 1998, Utah Foundation stated that there

were three important trendswhichwere having a

8 For a more complete discussion of the declinein
federal defense spending in Utah see 1998 Economic
Report to the Governor, (Governor’s Office of

Planning and Budget), pp.167-172. Other editions of
this annual report are also very helpful.
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Figure 1

Federal Expenditures in Utah 1990-1999
As a Percent of Total Expenditures
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Source: Utah Foundation
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Figure 2

Federal Expenditures in the U.S.
As a Percent of Total: 1990-1999
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ggnificant impact on federa expenditures in the
dsates. The first maor trend was the
substantial decline in bothfederal salary and
wages, and federal procurement contracts.
Both of these declines are part of the same Story,
namely the decline in military expenditures since
the end of the Cold War. Thisdeclinein federd
defense expendituresis affecting many dates.

The second major trend isthe increase
in health care expenditures. Insharp contrast
to federa defense related expenditures, two
federal programs -- Medicare and Medicaid -
- have increased 9gnificantly as a percent of dl
federa expendituresin al 50 dates.

The third major trend is the significant
slowdown in the growth of federal
expenditures in the states. In dmost every
year of the 1990s, federa expenditures in the
gtates have grown more dowly than the previous
year. Federa expenditures grew by 9.4 percent
from 1990 to 1991. Sincethenthe annud growth
rate fdl every year until 1996, when it grew by
only 2.2 percent. Since then there have been
dight increases with a growth rate from 1998 to
1999 of 3.2 percent.

The important point isthe long-term decline
inthe 1990s from over 9 percent to 3.2 percent.
Despite this decline, federal expenditures in the
states, as a percent of total persona income
(TP1)’, have fluctuated within a narrow range. In
1990 federal expenditures in the dates

"Total personal income is estimated by the Bureau of
Economic Analysisin the U.S. Department of
Commerce. It isdefined as all income received by, or
on behalf of all residents of an area. It includes
wages, salaries, other labor income, proprietors’
income, dividends, interest, rent and transfer
payments (such as Social Security).

represented 20.8 percent of TPI, by 1994 this
had grown to 22.7 percent and in 1999 it had
declined back to alevel very smilar to the 1990
level, namely 20.0 percent.

The dedine in federal defense related
expenditures dong with the dowing of growth
rates for Medicare and Medicad have
contributed to the dower growth ratefor federa
expenditures in the 50 states. Medicare growth
rates have dowed from an average annud
increase of 9.9 percent from1990to 1995, to an
annua average incresse of 3.0 percent from
1995 to 1999. Likewise, Medicaid has dowed
from an annud average rate of growth of 13.4
percent from 1990 to 1995, to 6.3 from1995to
1999.

Impact of Trends on the 50 States

These same three trends have had sgnificant
impacts on federal spending in all 50 states as
already discussed. However, it is interesting to
note that the state by state impacts do vary
considerably as the demographic and economic
profilesof each state vary. The Taubman Center
for State and L ocal Government (whichis part of
the John F. Kennedy School of Government at
Harvard Universty) inconjunctionwiththe office
of Senator Danid P. Moynihan has for severd
yearslooked at how federa spendingvariesfrom
date to dtate, particularly as it relates to the
federa taxes paid® by each state.

In December of 2000, they released a

8 The Taubman Center reports includes the following
taxes when calculating federal tax burden: Individual
income tax, corporate income tax, estate and gift
taxes, employment taxes, Social Security taxes, and
excise taxes.
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report® which looked at a 16 year history of
those relationships. Usng the same CFFR report
published by the Bureau of the Censusto obtain
federal expenditure dataand informationfromthe
Nationa Tax Foundation concerning federa tax
callections by state, the Taubman Center study
noted severa sgnificant differencesamong the 50
gates in the impact these trends have had on
federa spending in particular Sates.

Federal Taxes Paid compared to
Federal Expenditures Received

Much of the Taubman Center study focuses
on the reationship between federd taxes paid
and federa spending received or what they call
the bal ance of payments. Theynotethat obtaining
a baance between taxes pad and federa
gpending within a particular state has never been
agod of most federd spending programs and an
imbaance has dways existed. Some States pay
much more in federa taxes than they receive
back in federd spending. Other dtates receive
many more dollars of federal spending than they
pay ouit.

This report will not attempt to explain the
merits of or problems associated with this
baance of payments issue. It is important
however, when looking at other findings of the
Taubman Center report to understand that thisis
one of the mgor concerns of the researchersand
the focd point of the report. It isdso interesting
to note that Utah was, in the years of heavy
defense spending, one of the states which
received muchmoreinfedera spending thanwas

% This report, The Federal Budget and the States

Fiscal Year 1999, may be accessed on the World
Wide Web at
www.ksqg.harvard.edu/taubmancenter/FY 1999FiscCo

mpl ete.pdf.
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pad in federd taxes. The recent changes in
priorities have changed that and Utah now
receives only dightly more in federal spending
within the gate than it pays in federa taxes (see
Table4 and Figure 3).

Most Western states have a postive balance
of payments.’® New Mexico and Montana have
the highest positive bal ance of paymentsand rank
fird and second out of the 31 states with a
positive balance. Arizona, Idaho, and Wyoming
are clustered together a numbers 20, 21 and 24
respectively. Utah's rank is 29. Colorado and
Nevada both have a negative baance of
payments ranking 38 and 46 out of the 50 states.
Nevada has thefifth largest negative balance of
payments, while Colorado has the thirteenth
largest. Overdl, the west does well and the
northeast does poorly whenlookingat balance of
payments as reported by the Taubman Center.

Returning to a closer look at expenditures,
the impact of the shift away from defense
gpending and toward payments to individuas as
it affects dl 50 dates, and the western states in
particular, can be seen in Table 5. Usng 1999
dollarsto make the comparison, most stateshave
seenfedera defense spending decline. Thereare
a few exceptions. Idaho, West Virginia, and
Kentucky have actudly seen defense spending
increases while Oklahoma and Wyoming have
seen virtudly no change.

Socia Security, Medicare and Grant

%A s noted the source for Federal Expenditure dateis
the Census Bureau’s CFFR report and the source for
taxes paid is the Tax Foundation. In order to calculate
the balance of payments, the Taubman Center also
applies a Cost of Living (COLA) adjustment to each
state’ s tax and federal expenditure data. For more
information on this adjustment see the Taubman
Center Report at www.ksg.harvard.edu/taubman
center/FY 1999FiscCompl ete.pdf.




Table 4

Federal Spending, Taxes and Balance of Payments* Per Capita
Fiscal Year 1999

State

Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii

Idaho

Illinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Federal Spending

Federal Taxes

Balance of Payments

Total Balance

Per Capita Per Capita Per Capita of Payments
Amount |Rank Amount |Rank Amount | Rank (in millions)
$6,610 9 $4,519 38 $2,091 9 $9,139
7,649 5 4,872 33 2,777 6 1,720
5,617 24 4,713 35 904 20 4,319
5,871 19 4,238 44 1,633 13 4,166
4909 38 5,593 17 -685 39 -22,688
5303 32 5,923 10 -620 38 -2,514
5,224 34 8,064 1 -2,840 50 -9,320
4851 39 5,876 11 -1,025 43 =772
6,121 14 6,074 6 47 31 707
5493 28 5,523 19 -29 32 -228
5,937 18 3,955 48 1,982 10 2,350
5178 35 4,349 41 829 21 1,038
4,592 45 6,260 4 -1,669 47 -20,241
4,686 43 5,085 29 -399 35 -2,373
5820 21 5,071 30 750 22 2,151
5,832 20 5,459 20 373 25 990
6,111 15 4,516 39 1,595 14 6,317
6,008 17 4,432 40 1,576 15 6,892
5,539 25 4,215 45 1,324 16 1,660
8,334 2 6,564 3 1,770 12 9,155
5361 30 6,256 5 -895 42 -5,526
4,682 44 5,724 16 -1,042 44 -10,277
4775 41 6,069 7 -1,294 45 -6,180
6,589 10 3,905 50 2,684 7 7,431
6,544 11 6,358 22 1,187 18 6,490
7,389 6 4,279 43 3,109 2 2,745
5,624 23 4,304 23 320 27 533
4,355 48 5,938 9 -1,583 46 -2,865
4,067 50 5,854 13 -1,787 48 -2,147
4,362 47 6,705 2 -2,342 49 -19,076
7,992 3 4,048 47 3,944 1 6,862
4,944 37 5,834 14 -890 41 -16,189
5287 33 5,141 27 146 30 1,115
7,690 4 4,647 36 3,043 4 1,928
4,827 40 5,171 26 -344 34 -3,873
6,198 13 4,332 42 1,866 11 6,266
4,752 42 4,235 25 -483 36 -1,601
5,531 26 5,275 24 256 28 3,076
5,504 27 4,976 31 528 23 525
5810 22 4,546 37 1,265 17 4,914
7,276 7 4,949 32 2,327 8 1,706
6,071 16 5,110 28 961 19 5,270
5,377 29 5,566 18 -189 33 -3,789
4,324 49 4,094 46 230 29 490
5061 36 4,719 34 343 26 203
8,825 1 5,756 15 3,069 3 21,094
5339 31 5,872 12 -533 37 -3,070
6,724 8 3,916 49 2,808 5 5,074
4,521 46 5,409 21 -887 40 -4,659
$6,338 12 $5,951 8 $386 24 $185

* Federal taxes paid as calculated by the Tax Foundation less Federal Expenditures in the state as published by the
U.S. Bureau of the Census CFFR, adjusted for cost of living by the Taubman center.

Source: The Federal Budget and the States Fiscal Year 1999, Taubman Center for State & Local Governtment,
John F. Kennedy School of Government, Harvard University, December 15, 2000.
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Figure 3
Per Capita Balance of Payments*, Fy 1999
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* Federal taxes paid as calculated by the Tax Foundation less Federal Expenditures in the state as published by the
U.S. Bureau of the Census CFFR, adjusted for cost of living by the Taubman center.

Source: The Federal Budget and the States Fiscal Year 1999, Taubman Center for State & Local Governtment,
John F. Kennedy School of Government, Harvard University, December 15, 2000.
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Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
Florida
Georgia
Hawaii

Idaho

Illinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada

New Hampshire
New Jersey
New Mexico
New York
No. Carolina
No. Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Rhode Island
So. Carolina
So. Dakota
Tennessee
Texas

Utah
Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming

Percentage Change in Spending* FY 1983/84 to FY 1998/99

Table 5
Federal Spending in the Fifty States

Total Defense** Social Security Medicare Grants
Pct Chg | Rank | Pct Chg | Rank | Pct Chg | Rank | Pct Chg | Rank | Pct Chg | Rank
35% 11 -4% 7 39% 9 131% 9 57% 15
25% 18 -15% 11 106% 1 146% 2 52% 19
14% 37 -22% 14 15% 43 84% 28 58% 13
27% 14 -66% 46 32% 18 106% 15 56% 17
-14% 50 -66% 47 7% 50 61% 45 46% 26
16% 34 -9% 9 32% 17 80% 32 29% 42
-11% 48 -63% 45 19% 39 107% 13 47% 23
15% 36 -61% 42 25% 28 93% 19 30% 40
19% 27 -37% 26 18% 40 91% 23 69% 5
17% 33 -29% 23 24% 30 118% 12 33% 39
6% 42 -26% 18 35% 14 101% 16 49% 22
24% 22 28% 1 22% 34 87% 26 42% 32
20% 24 -34% 25 18% 41 2% 37 27% 44
24% 21 -55% 37 26% 24 93% 21 46% 24
52% 2 -25% 17 28% 21 73% 36 50% 20
8% 41 -60% 41 25% 27 64% 41 43% 30
49% 3 17% 3 40% 7 135% 8 65% 8
43% 6 -38% 27 50% 3 239% 1 67% 7
29% 12 -2% 6 23% 31 60% 46 56% 16
19% 30 -26% 19 22% 35 90% 24 41% 33
0% 43 -63% 44 12% 47 83% 29 37% 35
22% 23 -67% 48 25% 26 71% 38 30% 41
13% 38 -58% 40 20% 38 59% 47 23% 45
17% 32 -49% 34 40% 8 141% 4 58% 14
-10% 47 -55% 39 26% 23 82% 30 62% 10
49% 4 -20% 12 31% 19 89% 25 46% 25
25% 17 -27% 21 25% 29 63% 42 61% 12
-11% 49 -54% 36 32% 16 47% 50 0% 50
-8% 46 -75% 50 17% 42 62% 43 36% 36
11% 39 -49% 35 12% 46 81% 31 21% 47
15% 35 -7% 8 38% 11 85% 27 55% 18
10% 40 -74% 49 10% 48 79% 33 44% 28
39% 8 -26% 20 39% 10 122% 10 76% 4
37% 10 -21% 13 36% 13 64% 40 80% 3
24% 20 -43% 31 27% 22 92% 22 50% 21
44% 5 0% 5 41% 6 121% 11 64% 9
19% 28 -28% 22 13% 45 49% 49 35% 38
24% 19 -39% 28 21% 37 100% 17 44% 29
19% 29 -39% 29 14% 44 75% 34 36% 37
26% 15 -30% 24 48% 4 138% 5 67% 6
40% 7 -23% 15 26% 25 68% 39 45% 27
26% 16 -25% 16 36% 12 136% 7 61% 11
28% 13 -40% 30 34% 15 107% 14 85% 1
-7% 45 -61% 43 23% 33 98% 18 18% 48
19% 26 -47% 32 23% 32 61% 44 40% 34
18% 31 -11% 10 31% 20 93% 20 22% 46
-5% 44 -47% 33 10% 49 73% 35 42% 31
53% 1 23% 2 46% 5 136% 6 84% 2
20% 25 -55% 38 21% 36 58% 48 28% 43
39% 9 0% 4 74% 2 142% 3 17% 49

*1983/84 spending adjusted to 1999 dollars before making the comparison.

** Defense salaries and wages, defense procurement contracts, and Department of Energy
defense related activities. Does not include grants or military retirement.

Source: Taubamann Center for State and Local Government, The Federal Budget and the
States Fiscal Year 1999, December 15, 2000.

Utah Foundation, February 2001
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gpending have generdly increased in every state
but the range of that increase goes from 0.0
percent (Nevada sincreasein grant soending) to
239 percent (Louisiana s increase in Medicare
gpending). Of the western states, Montana and
Wyoming have seen the most overdl increasein
federal spending during the time period of the
sudy. Wyoming benefitted from ggnificant
growthinMedicare and above averagegrowthin
Socid Security. At the same time defense
goending remained the same. Montana
experienced average growth in Social Security,
Medicare and Grants while thar defense
goending declined 20 percent compared to
Utah's 61 percent decline and Nevada's 54
percent. Asaresult of the defense declines, Utah
and Nevada have both seen overdl declines
much greater than average. Interestingly, Idaho
saw more growth in defense spending than any
other state even though the growth of overdl
federd spending inldaho wasonly dightly higher
than average.

The Taubman Center study clearly illustrates
the impact varying economic and demographic
factors have on the way changes in federa
spending trends are reflected in each date.

Impact of Federal Expenditureson Utah
Thelossinfederal expendituresin Utah from
1990 to 1999 due to the shift away fromnationa
defense spending is sgnificant. However, what is
impressive is that the loss of federa dollars has
been absorbed with relative ease. Since 1988,
the state economy has been very srong. Job
growth during the early 1990s was exceptiondl,
pesking in 1994 a 6.2 percent. Despite a
dedining rate in job growth since 1994, Utah's
1999 growth rate of 2.4 percent and projected

28  Utah Foundation, March 2001

2000 growth rate of 2.6 percent™* ill outpaces
the nationd average.

Utah's unemployment rate which reached a
45 year low in 1997 at 3.2 percent, increased
dightly to 3.7 percent in 1999 and dropped back
to 3.3 percent in 2000. Unemployment also
continues to be below the nationa average. For
gX years in a row, average wage increases in
Utah have exceeded the rate of inflation as
measured by the U.S. Consumer Price Index. In
fact, the strength and length of Utah's strong
economy of the 1990s was exceptional despite
the declinesin federa spending in the Sate.

The economic boom has been mainly fuded
by the construction industry (see Figures 4, 5
and Table 6). Between 1988 and 1999,
congtruction employment more than doubled,
growing from 24,981 employees to 72,214.
Congtruction jobs accounted for 12.2 percent of
al net new jobs created during this period.

Second only to congruction in growth rates
but firg in total number of jobs created is
services. This industry grew from 155,880 jobs
to 293,506 or an increase of 137,626. Services
jobs have accounted for 35.4 percent of dl jobs
created since 1988.

Third in growth rate and second in jobs
created is trade. Trade employment created
91,626 jobs, accounting for 23.6 percent of the
total net new jobscreated snce 1988. Combined
congtruction, services and trade accounted for
71.2 percent of dl net new jobs created.
Finance, Insurance and Red Edtate also grew at
asgnificant 4.9 percent over the period creating

11 Utah Council of Economic Advisors, Economic
Report to the Governor 2001, Utah Office of

Planning and Budget, Salt Lake City, Utah, January
10, 2001.



Figure 4

Employment in Utah: 1988-99
By Major Industry
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Figure 5
Utah Employment Growth by Industry
1988-1999
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Table 6

Utah Nonagricultural Employment from 1988 to 1999 by Industry

Manufact- Private Sector

Year Mining | Construction uring TCU* Trade FIRE** | Services [ Gov't Total Count  [% of Total
1988 8,162 24,981 98,989 39,375 156,530 33,429 155,880 142,729 660,075 517,346  78.4%
1989 8,129 25,868 103,071 40,863 166,428 33,380 167,203 146,302 691,244 544,942  78.8%
1990 8,602 27,836 107,096 42,274 172,385 34,136 180,750 150,550 723,629 573,079  79.2%
1991 8,596 31,528 105,733 42,421 178,753 35,852 188,360 153,959 745,202 591,243  79.3%
1992 8,487 34,902 106,242 43,870 184,439 37,307 196,413 156,940 768,600 611,660 79.6%
1993 8,320 39,715 110,457 47,071 191,473 41,439 211,816 159,440 809,731 650,291 80.3%
1994 8,309 48,186 116,627 49,353 205,429 45,917 224,371 161,434 859,626 698,192 81.2%
1995 8,112 54,791 123,859 51,489 220,019 47,674 238,276 163,666 907,886 744,220 82.0%
1996 7,929 60,283 129,177 54,045 230,229 50,539 255,509 166,471 954,182 787,711 82.6%
1997 8,291 64,445 132,856 56,034 238,300 52,657 269,545 171,887 994,015 822,128 82.7%
1998 8,044 68,252 133,516 58,705 244,094 55,258 280,444 175,645 1,023,958 848,313 82.8%
1999 7,762 72,214 132,203 59,411 248,212 56,637 293,506 178,553 1,048,498 869,945 83.0%

Total Increase 1988-99 -400 47,233 33,214 20,036 91,682 23,208 137,626 35,824 388,423 352,599  90.8%

Pct. of Increase 88-99 -0.1% 12.2% 8.6% 5.2% 23.6% 6.0% 35.4% 9.2% 100.0% 90.8%

Industry Growth 88-99  -4.90%  189.08% 33.55% 50.89% 58.57% 69.42% 88.29% 25.10% 58.85% 68.16%

Avg. Annual % Change  -0.46% 10.13% 2.67% 3.81% 428%  4.91% 5.92% 2.06% 4.30% 4.84%

*TCU -Transp., Communications, Utilities

Source: Utah Dept. of Workforce Services.

*E|RE -Finance, Insurance, Real Estate




23,208 new jobs. Government employment grew
at only 2.1 percent over the same period.

The dedine in federa defense related
employment in the early 1990s and the
corresponding increase in other  indudtries,
epecidly condruction, services and trade, has
made for amorediverse economy in Utah. Such
an increase in employment diversty means that
the Utaheconomy islesslikdy to be sgnificantly
disturbed by downturns in any one indudry.
Utah' seconomic growthinthe 1990swas driven
by the private sector not the public sector. In
fact, more than 90.8 percent of al net new jobs
created in the 1990s have been in the private
sector as is shown in Figure 6. As a reault of
this, the private sector nowemploys83.0 percent
of Utah's total workforce. This continues to be
the highest leve in the post World War |1 period.

Conclusion

Likethe rest of the states, Utahreceived only
gndl and inconsgent federal ad prior to the
Gresat Depression. That dl changedwiththe New
Deal and World War 11. These two watershed
events caused, federal expenditures to grow
sgnificantly.

Begnning in the 1960s with the cregtion of
Medicareand Medicad, federd prioritiesbegan
shifting away fromnationd defenseto hedthcare.
In the last decade, these changes in federa
priorities, have accelerated. With the end of the
Cold War, federa defense related expenditures
have falen sharply as a percent of federa
expenditures and hedlth care expenditures have

risendramaicaly withthe expansonof Medicaid
coverage and the aging of the nationa popultion.
At the sametime, federa spending as a percent
of GDP have declined gradualy.

In the past, Utahhad avery large share of its
economy dependent on federal defense related
goending. As the federa government reduced
federal defense spending, Utah naturdly was hit
hard. Utah dso has a small ederly population
and low statewide poverty rates which means
that the State receives rdaively fewer Medicare
and Medicad dollars. These two facts have
meant that the dhift from federd spending for
defense to spending for hedthcare has had a
ggnificant effect on Utah's economy as well as
the economies of other states with smilar
economic and demographic make-up. Even
anong the dght western dates, however,
demographic and economic factors combine to
make some states benefit and some States lose
more than others as a result of the shift in
gpending priorities.

While Utah has received some new defense
related jobs since 1999, this does not signal a
magor shift inthe trend away fromdefenserelated
gpending to hedth care spending. Even so, the
Utah economy continues to grow faster than the
nationd average, whether measured by
employment or personal income growth, average
annua wages or even per capitaincome. Utah's
gronger, more diverse and private-sector
oriented economy should continue to be strong
and grow faster than the nationd average in the
coming years.
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Figure 6

Private / Public Sector Employment
As a Percent of Total Employment
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