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| Taxes and Government Spending

State taxes and government spending has been a top priority for voters in every Utah Priorities Project. Because
taxation is both explicitly controlled by the government and represents the principal form of interaction
between voters and their state and local governments, it is no surprise this topic is a perennial concern.

SURVEY RESPONSES

Seven percent of respondents from the Utah Priorities Project’s
initial open-response survey mentioned either taxes or government
spending as one of their top two concerns. Three-quarters of these
respondents mentioned taxes, most stating that they were too
high. One commenter thought they were too low — especially for
“polluting companies” — and several respondents recommended
restructuring the tax burden in one way or another.

The other quarter of respondents addressed government
spending. Most commenters who explained themselves wanted
tax revenue spent more efficiently rather than reducing or
increasing spending.

WHO ARE THE MOST CONCERNED?

When asked about their level of concern with state taxes and
government  spending, conservative Utah voters were more
likely to be concerned than liberal voters. Utahns with lower
educational attainment were more concerned than to those
with more education. Full-time employed voters were also more
concerned when compared to self-employed voters, retirees, or
stay-at-home parents.

TOO MUCH TAXATION AND SPENDING?

More than twice as many voters agreed than disagreed that
“Utah should reduce taxes and reduce spending” (47% to 20%).
Similar to the previous question, groups with higher levels of
support for reductions in taxes and spending were conservative
voters, voters with lower levels of education, and full-time
workers (when compared to retirees).

WHAT SHOULD UTAH FOCUS ON?

Respondents were asked to select their top priority for
government spending among four broad spending categories
— education, transportation, law enforcement, and healthcare.
Nearly half of Utah voters (47%) selected education as their top
priority for government spending. A quarter selected healthcare,
just under a quarter selected law enforcement, and only 5% of
Utah voters selected transportation.

While support for transportation and education were fairly
constant across the ideological spectrum, support for prioritizing
law enforcement and healthcare varied widely by ideology. Only
13% of very conservative Utah voters prioritized healthcare, as
compared to 53% of very liberal voters. By contrast, not one
very liberal Utah voter prioritized law enforcement, as compared
to 45% of very conservative voters.

While income levels did not seem to be related to voters
prioritization of transportation or law enforcement, it was linked
to education and healthcare. Only 17% of those making more
than $75,000 prioritized healthcare while 37% of those making
under $50,000 responded similarly. Just over half (53%) of those
making over $75,000 prioritized education compared to 40% of
those making under $50,000.

Budget allotment aligns to voter priorities with
healthcare and education, but mismatches with
law enforcement and transportation

80% of Utah'’s budget is currently spent on
law enforcement, healthcare
Elalel transportation

Breakdown of state spending among these 4 categories

7%

Breakdown of voters' top priority among 4 spending categories

22% 47% 25%

The four priorities account for 80% of Utah’s 2016-2017
budget. When excluding the remaining 20% Utah’s budget,
the share of the state budget spent on education and healthcare
is similar to the share of Utah voters who prioritize those
categories.! However, three times as many Utah voters would
prioritize government spending on law enforcement than law
enforcement’s current share of the state budget among these top
four budget items. On the other hand, Utah’s current share of
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spending on transportation is more than twice as high as the
share of Utahns who would prioritize government spending on

transportation.
UTAH’S TAX BURDEN

State and local taxes directly impact nearly every Utahn. As of
2013 — the latest year with data available — for every $1,000
Utahns earned in income, Utahns paid an average of $111.36
in state and local taxes.? When comparing Utah’s tax burden to
those of other states, it ranks in the middle of the pack at 25%.

Utah’s tax burden in 2012 marked the lowest tax burden seen in
the past two decades — $110.91 per $1,000 of personal income.
This was driven primarily by the income and sales tax cuts in
2007. Even with lower taxes, nearly half of Utah voters support

still lower levels of state taxes and government spending.

While Utah's tax burden is the lowest it has been
in 20 years, nearly 50% of Utah voters still want
lower levels of taxes and spending
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Source: Utah Foundation Calculations.

A lower tax burden means Utahns have more disposable income
and are better able to provide for themselves and their families.
At the same time, a lower tax burden potentially threatens the
ability of the government to provide essential services. Previous
Utah Foundation research has found that much of the recent
decrease in tax burden is the result of a decreasing education
funding effort — or the amount of education spending per
$1,000 of personal income.> Many feel like this makes a bad
situation worse as Utah already has the nation’s lowest level of
per capita student spending.*

UTAH’S GENERAL FUND

Looking forward, there is some question to Utah’s ability to pay
for priorities such as higher education, law enforcement, and
healthcare services. These priorities all rely, at least in part, on
Utah’s General Fund which is powered by Utah’s sales tax.

The first threat to these services is Utah’s sales tax itself. First,
individuals are purchasing fewer goods (which are taxable)
and instead purchasing more services (which are not taxable).’
Second, many of the goods that are purchased are made online,
where many retailers are not required to collect sales tax. Rather,

individuals are supposed to pay sales tax on these purchases
through the annual income tax filing process, though few Utahns
do so. These factors decrease the sales tax collected and leave the

General Fund with less revenue.

In addition to falling sales tax revenue, an increasing portion of
that revenue cannot be used for higher education, healthcare,
or law enforcement. In recent years, Utah legislators have
expanded the number of earmarks that automatically channel
an increasing amount of money to specific uses. Subsequently,
less money remains to be divided among other services. While
these earmarks allow budget stability for favored programs
(primarily transportation in this case), it reduces the ability of
other programs to compete for those funds. If 95% of Utah
voters prioritize either healthcare, education or law enforcement
above transportation, they might prefer that transportation
needs be considered alongside other priorities rather than receive
a favored status.

Earmarks have risen drastically over the past 15
years
Share of Utah’s General Fund earmarked, 2001-2016
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Source: 2016 Economic Report to the Governor.

Policymakers are attempting to address the problem of a shrinking
General Fund. First, Utah is one of many states encouraging the
federal government to find a way to help states collect sales tax
from online sales. In addition, the Utah Tax Review Commission
was reorganized in 2015 after a four-year hiatus specifically to
evaluate the earmarking process. The commission recommended
that 94% of current earmarks be terminated and funded
through a different process. The commission also recommended
future earmarks have either a sunset provision or a review period
to ensure transparency in the budgeting process.® However,
lawmakers did not accept the commission’s recommendations

during the 2016 Legislative Session.

This research brief was written by Utah Foundation Research Analyst
Christopher Collard.

For endnotes see the brief at www.utahfoundation.org.



