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STATE OF UTAH

MICHAEL O. LEAVITT OFFICE OF THE GOVERNOR OLENE S. WALKER
GOVERNOR SALT LAKE CITY LIEUTENANT GOVERNOR
84114-0601

January 6, 2000

My Fellow Utahns:

As we begin a new millennium and century, it is an honor to receive the 2000 Economic
Report 1o the Governor. 1 accept this report from my Council of Economic Advisors with an
appreciation of its value. The Economic Report is the most comprehensive assessment of the
Utah economy and will meet a variety of data, research and planning needs during the next year.

The economic landscape continues to change with the progression of the information age.
This report documents this transition by helping us to understand the past, measure the present,
and forecast the future. 1 believe the driving forces of the new economy are ideas, knowledge,
and higher-order skills. In order to succeed in today’s economy, workers, businesses and
government must continuously reinvent themselves. 1 am deeply committed to helping state
government fulfill its responsibility in this re-invention process.

In order to be successful. we must continue to refine state government’s role in this new
economic climate. In my mind. this includes a stronger commitment to public and higher
education, a focus on efficient infrastructure investment, active promotion of research and
development activities within the state. and continued vigilance in protecting and enhancing
Utah’s quality of life. We must also capitalize on the opportunities that new information
technologies allow as we provide government services.

] ask you to join me in defining and supporting an agenda that will keep Utah’s economy

among the most prosperous in the country. And, I thank you for the opportunity to be of public
service during these exciting times.

Sincerely,

Michael O. Leavitt
Governor



Preface

The 2000 Economic Report to the Governoris the 15" annual
publication of its kind in Utah. The Economic Reportis the principal
source for data, research, and analysis about the Utah economy. It
includes a national and state economic outlook, a summary of state
government economic development activities, an analysis of
economic activity based on the standard indicators, and a more
detailed review of industries and issues of particular interest. The
primary goal of the report is to improve readers’ understanding of
the Utah economy. With an improved economic literacy, decision
makers in the public and private sector will then be able to plan,
budget, and make policy with an awareness of how their actions are
both influenced by and impact economic activity.

Council of Economic Advisors. The Council of Economic
Advisors (CEA) provides guidance for the contents of this report.
The CEA is an advisory committee to the Governor and includes
representatives from state government agencies, First Security
Bank, Thredgold Economic Associates, Federal Reserve Bank of
San Francisco, Utah Foundation, and all of Utah’s major research
universities. The mission of the CEA is to provide information and
analysis that enhances economic decision-making in Utah. This
report is the primary means of the CEA to communicate economic
information to the general public.

Collaborative Effort/Contributors. Chapter authors, many of
whom are special advisors to the CEA and who represent both
public and private entities, devote a significant amount of time to
this report, making sure that it contains the latest economic and
demographic information. While this report is a collaborative effort
which results in a consensus forecast for the next year, each
chapter is the work of the contributing organization, with review and
comment by the Governor’s Office of Planning and Budget. More
detailed information about the findings in each chapter can be
obtained by contacting the authoring entity (see list of Contributors).

Statistics Used in This Report. The statistical contents of this
report are from a multitude of sources which are listed at the bottom
of each Table and Figure. Statistics are generally for the most
recent year or period available as of mid-December 1999. Since

there is a quarter or more of lag time before economic data become
final, the data for 1999 are preliminary estimates. Final estimates
can be obtained later in 2000 from the contributing entities. All of
the data in this report are subject to error arising from a variety of
factors, including sampling variability, reporting errors, incomplete
coverage, non-response, imputations, and processing error. If there
are questions about the sources, limitations, and appropriate use of
the data included in this report, the relevant entity should be
contacted.

Statistics for States and Counties. This report focuses on the
state, multi-county, and county geographic level. Additional data at
the metropolitan, city, and other sub-county level may be available.
For information about data for a different level of geography than
shown in this report, the contributing entity should be contacted.

New This Year. While the content of this report, other than
introducing a new year of data and analysis, is similar to prior years,
several updates and new data series or research efforts are worthy
of highlighting. The Special Topics section of this report contains
five chapters, including: The Value of Census 2000; Quality Growth;
Transportation Funding; Water Pricing and Economic Development
Incentives.

Electronic Access. This report is available on the Governor’s
Office of Planning and Budget's Internet website at
http:/Awww.governor.state.ut.us/dea.

Glossary. Terms and definitions used in this report are available on
the Governor’s Office of Planning and Budget website at the
address listed above.

Suggestions and Comments. Users of the £conomic Report fo
the Governor are encouraged to write or call with suggestions that
will improve future editions. Suggestions and comments for
improving the coverage and presentation of data and quality of
research and analysis should be sent to the Governor's Office of
Planning and Budget, 116 State Capitol, Salt Lake City, Utah
84114. The telephone number is (801) 538-1036. *

Preface
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Summary






Utah's economy continued to perform well in 1999, but the pace of
growth continues to moderate. The rate of job growth has fallen
gradually since 1994 in each year, dropping from a peak of 6.2% to
2.6% in 1999. This orderly deceleration appears now to have

stabilized and analysts expect
job growth rates to remain
similar in the next couple of
years.

During 1999, economic
activity in the state maintained
the pattern of recent years.
Construction activity remains
the major catalyst for growth,
the national economic
expansion continues to
augment economic activity,
and the growth in international
exports remains quite flat as it
has now for six consecutive
years. Most dramatic,
however, is the continuing
structural shift within the Utah
economy away from natural
resource extraction and
defense activity toward
emerging, information-based

Flgure A. Utal'’s Rate of Job Growth has Fallen for the

Past Five Years
%
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and service industries. This transformation continued in 1999 as

evidenced by contraction in the oil, gas, mineral, and agricultural
industries, and rapid growth in service industries where 11,600 new

jobs were created.

The outlook calls for the state
to weather a few disruptions as
the current construction boom
subsides and the state
prepares for, hosts, and moves
past the 2002 Olympic Winter
Games. As Utah enters the
new millennium, however, the
state appears to be well-
positioned to prosper in an
information age where an
attractive workforce, quality
infrastructure, and favorable
quality of life become
increasingly more important.

International, National,
and Regional Context

Utah's current prosperity
occurs within a backdrop of a
rebounding international
economy, a sizzling national
economy, and a slowing, but

still expanding regional economy. The world economy appears to
be recovering from the troubles of the last two years. The worst of
the Asian financial crisis seems to have ended and Utah’s currently
flat level of exports should increase slightly in 2000.

The national economy remains poised to post its longest expansion
on record in February of 2000. As of December 1999, the current
expansion is nearly nine years old and shows few signs of abating.
Jobs remain plentiful, real wages are rising, and inflation is low.

Worker productivity continues
to grow. Inflation-adjusted
gross domestic product
increased by a very
respectable 3.8% during
1999. The main concerns at
present are the potential
downside risks of tight labor
markets, a widening trade
deficit, low household savings
rates, a severe correction in
the stock market, and
accelerating prices and wages
if productivity does not keep
pace. Still, the U.S. economy
appears to have more to give
and federal budget surpluses,
strong productivity gains,
minimal inflation, upbeat
consumers, and an improving
global marketplace bode well
for the U.S. economy during
2000.

Within the United States the rate of growth in the West remains the
strongest of the four regions. The California economy remains

vibrant with a rate of job growth that ranks 8" fastest in the country
(November 1998-November 1999). The Mountain States continue

to perform well with

Total

Construction

Services

FIRE*

Government

Trade

TCU**

Manufacturing

-6.0%

Flgure B. Construction and Services are the Major Calalysts for Growth

-4.3%

T T T 1
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Source: Utah Department of Workforce Services

-4.0%

population, employment,
pay, and per capita income
growth rates above the
national average.

Themes of the Past

Year

In many respects, 1999 was
a repeat of recent years. The
economy remains strong, but
has moderated steadily and
significantly, just as it has in
each of the previous five
years. Despite the tempering
of activity, growth remains a
dominant theme of the past
year. Even though the
economy is slowing, growth
/s still occurning and the
economy remains

ProSperous.

industries.

Other themes include a slight turnaround in the key industries of
defense and tourism, leveling-off in growth of high tech and export
activity, and contractions in energy, minerals and agricultural

3 Executive Summary



Growth Continues

Population

Utah's population reached just over 2,121,000 persons in 1999, with
an increase of 38,500 persons. The 1.9% rate of annual increase is
lower than the state’s trend rate of 2.3% over the past 50 years, but
continues to exceed that of the nation. During 1999, births reached
arecord level of 45,434 and net in-migration remained positive for
the ninth consecutive year. The state continues to have a distinctive
demographic profile, as compared to other states. Utah residents,
on average, are younger, live longer, have higher fertility rates and
have larger households.

On April 1, 2000, Utahns, like their counterparts in other states,
have the opportunity to be counted in the 2000 Census. The
Census is expected to further document Utah’s growth— an
estimated 2.16 million residents are expected to be counted in what
is the largest peacetime undertaking of the federal government.

And, over the longer term, newly released long term economic and

demographic projections also confirm Utah’s growth trajectory. It is

expected that Utah's population will reach approximately 2.7 million
in 2010, surpass 3.0 million by 2020, and tally roughly 3.7 million by
2030.

Jobs and Wages

Economic activity in Utah, as measured by the rate of job growth,
has slowed for the past five years, falling from 6.2% in 1994 to 2.6%
in 1999. Despite this moderation, however, Utah is currently the
sixth fastest growing state in terms of job creation (November 1998-
November 1999). During 1999, Utah added 29,400 net new jobs,
and the unemployment rate remained unchanged at 3.8%. The
majority of these new jobs were in the service sector which now
comprises slightly more than one in every four jobs in the state.

The average Utah wage increased by 3.6% in 1999. This is slightly
slower than 1998's 4.4% rate, but still more rapid than the 2.2%
increase in consumer prices. Wages have now increased faster
than inflation for five consecutive years.

Better Year for Defense and Tourism

Defense

Utah's defense industry rebounded slightly in 1999, as base
closures and realignments in other states shifted jobs and military
spending to Utah. Hill Air Force Base has been selected as

Figure C. Defense-Related Spending in Utah Increased for Only the
Second Time in the Past Decade

Millions of Dollars
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headquarters for one of 10 new “expeditionary” forces to deal with
trouble spots around the world. Consequently, the base is expected
to add between 2,700 and 3,000 new jobs from 1999 through 2001.
These additions are in sharp contrast to the downward trend the
defense industry has experienced since the end of the Cold War.
During 1998, defense spending in Utah totaled $1.27 billion, an
increase of 1.3% and only the second increase in the past decade.
Even with this increase, Utah’s defense industry is still much smaller
than it once was, and is a smaller portion of total economic activity.

Tourism

Utah'’s tourism industry posted a slightly better year in 1999. During
1999, an estimated 18.2 million non-resident travelers visited the
state, an increase of approximately 2% from 1998. These visitors
spent an estimated $4.2 billion, generating $336 million in state and
local tax revenues. And, best of all, growth in visitor spending
outpaced visitor arrivals once again, indicating a shift toward higher
quality tourism. Travel and tourism-related industries provided an
estimated 118,500 direct and indirect jobs during 1999. This means
that tourism jobs account for nearly one in nine jobs in the state,
making tourism one of the state’s largest industries.

Level Performance of Exports and High Tech
Exports

International merchandise exports from Utah have remained at
approximately $3.6 billion for six consecutive years. While this
measure of exports excludes business services (such as financial
services or computer software), educational services (international
students studying in Utah), and tourist services (an estimated
700,000 foreigners visited Utah during 1999), it is clear that exports
of primary metals, transportation equipment, electric and industrial

Figure D. Infermational Exports from Utal have been Flat
for Five Years
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machinery, instruments, chemicals, food, coal, and other
manufactured merchandise have not been a source of new growth
for Utah since 1995. Still, even a stable level of exports is a positive
sign in light of the recent Asian economic crisis. The share of Utah's
exports to Asia has fallen from 43% in 1996 to under 25% for 1999
without a significant drop in export activity. With improving
economies throughout Asia and progress in opening up the vast
market in China, Utah's exports are expected to increase in coming
years.
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High Technology

Utah's high technology sector has been on a decade-long roller
coaster ride that shows signs of continuing into the next century.
Many segments within the industry have undergone a series of
peaks, valleys, and steady decline over the past 10 years. Most
notable has been the rapid drop in aerospace activity, along with
the rise and fall of software development. Offsetting these negative
trends has been growth in the medical instruments sector and the
emergence of a healthy automotive components sector.

Intel Corporation’s decision to build a research campus in the city of
Riverton is a very positive development for Utah's high tech
industry. If fully developed, Intel will build a seven-building research
facility that may eventually employ 6,000 to 8,000 people. An
estimated 80% of Intel's workforce will be engineers and other
technical workers who will earn an average wage of $50,000. Still,
Utah's high tech sector requires money and innovation to grow.
Utah scores average in these areas with a ranking among states of
22" in the amount of venture capital as a percent of gross state
product, and 13" among states in patents per 1,000 workers.'

Contraction in the Energy, Mineral, and

Agricultural Industries

Energy

Crude oil and natural gas production declined in 1999 after several
years of stabilized production. Crude oil production dropped a
significant 14% below the 1998 level and natural gas production
dropped 2%. Oil and gas drilling fell off in response to sustained low
oil prices. Wellhead prices are tracking between $13 and $20 per
barrel and remain too low to spur significant exploration.
Fortunately, in the coming years, new production from coalbed
methane will likely boost statewide production.

Utah coal production decreased slightly in 1999, falling from

26.6 million tons in 1998 to 26.3 million tons in 1999. Coal mining
employment continues to trend downwards from 2,091 in 1997 to
1,950 in 1998 and to 1,917 in 1999.

Mineral

The value of mineral production in Utah during 1999 is estimated to
be $1.79 billion, a decrease of $64 million from the previous year.
Base-metal production (which includes resources like copper,
magnesium metal, molybdenum, and beryllium) was essentially the
same as last year. Precious metal production (which includes gold
and silver) was split with gold production being slightly higher and
silver production being lower. Industrial mineral production (which
includes resources like sand, gravel, crushed stone, potash, lime,
gypsum, and others) reached a new high in 1999 largely because
of Utah’s construction boom.

Agriculture

Utah's agricultural industry experienced many challenges during
1999. While the industry as a whole is very solvent, with the lowest
debt to equity ratio in many years, low lamb, wool, and crop prices
have hurt Utah farmers. The cold wet spring in 1999 also had a
major impact on crop production in Utah. Apple production was
essentially zero in some areas because of killing frosts and the
value of a large volume of hay was diminished by low prices.

" Progressive Policy Institute, 77e State New Economy index, July 1999

Significant Issues

The dominant characteristics of the past year have been growth and
the expansion, leveling, and contraction of key industries. However,
analysts are also carefully watching two other significant economic
issues: construction cycles and Utah's placement in the emerging
economic environment of the information age.

Construction Cycles

Once again, Utah's construction industry reached new highs during
1999. The total value of permit-authorized construction reached a
record level of $3.8 billion. This includes $2.2 billion in residential
construction — an all-time high; $1.1 billion in non-residential
construction; and, $550 million in additions, alterations and repairs —
also an all-time high.

Utah'’s construction boom is now in its ninth year. There are
currently 73,000 construction jobs in the state, nearly three times as
many as existed at the start of the decade. The volume of
residential construction has been so pronounced that one in every
six housing units that presently exist in the state was built since
1990. And, non-residential construction was strong as well during
1999, with the $312 million TRAX light rail line completed, the

$240 million LDS Conference Center nearly completed, and the
$1.6 billion I-15 reconstruction project now over 60% complete.

The present residential construction cycle demonstrates
extraordinary post-peak strength. For example, in the 1982-1989
period, the three-year post-peak decline registered a drop in
residential construction activity of 61%. In sharp contrast, the
current cycle, which peaked in 1996, has registered only a 16%
decline in the past three years. Reasons for this strength include
relatively low mortgage rates, a slow-down in the increase in
housing prices which has improved housing affordability, the stock
market boom and associated wealth effect, and more lenient down
payment requirements for first-time buyers.

Despite the gradual softening of the current construction boom,
analysts remain concerned about the drop-off of construction jobs in
future years. Indeed, construction has been the major catalyst for
growth in the state for nine years running. The current boom is
already four years longer than the previous two cycles (1973-1982
and 1985-1989). Moreover, analysts recognize an acceleration

Figure E._Utah’s Residential Construction Cycle Shows Extraordinary
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and 1985-1989). Moreover, analysts recognize an acceleration
effect associated with Utah’s hosting of the 2002 Olympic Winter
Games and worry about losing as many as 25,000 construction jobs
as the current boom shifts to a pause. Opinions remain mixed on
the timing, duration, and severity of the expected contraction,
however, currently and for the upcoming year, construction activity
is expected to remain solid and will be another source of growth
during 2000, extending the current cycle to an entire decade.

Utah and the Information Economy

Economists continue to debate whether new economic rules have
emerged that defy past theories about economic growth. Evidence
of some sort of structural transformation continues to mount as the
U.S. economy keeps generating real growth in an environment of
very low inflation. The advent of a knowledge economy in place of
an industrial economy, increasing globalization, more intense
competition, and an accelerating pace of technological change have
been identified as salient features of a new economic environment.

Technology is at the center of

centers have also found Utah attractive. Ebay Inc., Marketing Ally,
Reesebrothers Inc., McLeodUSA, and Communications &
Commerce are call centers in Utah that increased employment by a
100 or more workers in 1999.

Information technology firms are attracted to locate and expand in
Utah because of the workforce. Utah ranks 13" among states in the
percentage of the population with a Bachelor’s degree or higher and
11™in the percentage of civilian scientists and engineers in the
workforce.? In addition, Utah has a very computer-literate
population. An estimated 46% of the adult population is on-line. This
ranks Utah 4" among the states.® The benefits of a well-educated
workforce and computer-literate population are further strengthened
by sufficiently low business costs, where Utah ranks 18" lowest
among states.*

Infrastructure Investment

In addition to the $100 million worth of ongoing annual investment in
Utah's highways, the state is now in its second year of an ambitious
ten-year, $2.6 billion plan to

this debate. The emergence | Figure F. Utah Ranks Favorably Among States in Several Measures
of Readiness for the Information Economy

of personal computers,
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networks, the Internet, and e- Measure

improve Utah'’s transportation
infrastructure. The largest of
these, I-15 ($1.6 billion), is

Ranking 60% complete. Moreover, a

commerce continue to impact
economic activity. And, it is
not just the accelerated pace
of technological change, but
the rapid diffusion of
technology and the effective
implementation of it that
continue to shape market
activity.

Market activity is also
influenced by an even more
competitive landscape which
has forced several mega-
mergers and buyouts to
occur. In Utah, the union of
Zion and First Security Bank,
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Source: Regional Financial Associates and The Progressive Policy Institute

$312 million light rail system
has begun operations; and
construction will start on
another $105 million spur this
Spring if federal dollars are
appropriated. And, the Salt
Lake International Airport is
planning a $1.26 billion
expansion in coming years.

Also, in anticipation of the
2002 Olympic Winter Games,
communication companies
are spending $200 million to
install more than 400 miles of
fiber optic cable, 10 high-
speed SONET

American Stores and

telecommunications rings,

Albertsons, and ZCMI and

May Company will result in an estimated total loss of 2,000 to 3,000
jobs in Utah during 1999 and 2000. Clearly, the changing economy
has the potential to diminish as well as create new jobs.

So where does Utah fit in this new economic environment? A
variety of studies and statistics illuminate Utah’s position in this
rapidly changing economy vis-a-vis other states. While flat growth in
exports and high tech activity would suggest Utah is not leading this
trend, Utah’s workforce, investment in infrastructure, and attention
to quality of life issues bode well for the state’s future.

Utah’s Workforce and Information Technology Firms
Information technology firms comprise 11% of total jobs in the state,
ranking Utah 15" among states and employing approximately
111,000 people." As evidenced by Intel and Gateway’s decision to
operate here, Utah’s workforce continues to be very attractive to
new and expanding information technology companies. Many call

' Regional Financial Associates, Regional Financial Review, “Information
Economy I", September 1999. Note that the information technology industry is
defined to be industries that intensively use IT-related labor and capital in their
production process. It includes both IT producing and IT using industries. See
the Review for a listing of 3-digit SIC codes included in this definition

and an extensive high-speed
network system. These and other infrastructure investments will
help keep Utah competitive in the future.

Quality Growth Planning

The state has partnered with Envision Utah, a public/private
community partnership, to invite residents to think more pro-actively
about growth issues such as traffic congestion, air quality, housing
affordability, land conservation, and taxes. After two and a half
years of study, including over 150 public meetings, Envision Utah
has now released a Quality Growth Strategy for the northern
metropolitan region. The strategy includes seven goals and 32
strategies intended to maintain and enhance the quality of life.

The state has also established a Quality Growth Commission to
advise and recommend to the Legislature principles of quality
growth and implementation policies. The Commission has
participated in the funding of several planning activities, held public

2 Progressive Policy Institute, The State New Economy Index, July 1999

® Ibid.

* Regional Financial Associates, Regional Financial Review, “Cost of Doing
Business”, November 1999
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meetings around the State, and begun the process of making
legislative recommendations regarding quality growth. A preliminary
allocation of approximately $2 million has been designated for the
preservation of agricultural land and open space. Further, nearly
$200 thousand have been granted to 21 communities statewide to
conduct quality growth planning activities.

Together, these very purposeful, inclusive, broad, and coordinated
efforts to improve the quality of life in Utah have the potential to
benefit Utah’s economy long term as residents take pro-active steps
to keep Utah attractive.

Poised for the New Millennium

Utah enters the new millennium in the midst of a sustained period of
economic prosperity. Many things are right about the state currently.
Chief among these is the state’s investment in infrastructure,
educational attainment, and focus on quality growth planning.
However, many challenges remain.

Two of the most important are a construction boom which will
eventually turn negative (i.e., job losses in construction) and the
potential for the national economy to slow significantly. The state’s
official forecast assumes the same level of construction jobs next
year and no national recession in 2000.

The outlook for 2000 is for slower construction activity to dampen
job growth slightly. Job growth is also expected to slow due to lower
net in-migration; a tight labor market; expensive housing compared
to the national average; building moratoriums and restrictions; and,
continued improvement in the business climates and economies of
other states (especially California). Job and population growth in
2000 is forecast to be 2.4% and 1.7%, respectively. Unemployment
is expected to remain low at 3.9%. The average wage is forecast to
once again outpace inflation.

It these indicators prove correct, Utah will once again be among the
most prosperous states in the country next year.
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1999 Summary

The U.S. economy continues to grow. Gross Domestic Product
growth should be approximately 3.8% this year. The weak point in
the economy has been the slowing of job growth across the country,
however, robust consumer spending continues to help offset any
slowing in economic growth.

For consumers, the economy is wonderful. Jobs are plentiful, real
wages are rising and inflation is contained. Labor markets remain
very tight, especially in the retail and service sectors. The
unemployment rate will be approximately 4.3% for 1999. Reports
from most Federal Reserve Districts indicate continued moderate-
to-strong economic growth. Wages and salaries continue their rise.
Currently, the primary inflation pressure is coming from wages. For
the present, consumers will continue to spend more than they
receive in income.

American workers' productivity grew in 1999, while labor costs
declined - key ingredients for low inflation. Productivity growth has
been a factor behind higher living standards. It is a measure of
worker efficiency in relation to overall economic growth. The U.S.
currently leads the industrialized world in both hours worked and in
productivity level. However, other industrialized countries are
beginning to catch up. As long as workers are increasingly
productive, employers can afford to pay them more because of
increased output without needing to raise prices. But if productivity
falters, pressures for higher wages can result in inflation.

National Outlook

2000 Outlook

The growth in trade reflects strong demand in America and
improvement in foreign economies. Businesses are revising their
investment plans to meet that demand. The passing of Y2K will free
up funds for more productive investments in 2000. Personal
consumption should slow to approximately 3.1%. Both residential
and non-residential construction in the U.S. are expected to slow in
2000.

Significant Issues

Potential risks to the economy include the possibility of a stock
market correction, the low savings rate for households, labor supply
shortages, accelerating prices and wages and a widening trade
deficit.

Conclusion

The gradual slowdown in the rate of labor-force expansion
continues to be one of the fundamental forces shaping the
employment outlook. With low inflation and slow labor growth,
increased productivity may be necessary in order to preserve non-
inflationary Gross Domestic Product growth.

The economy's average sustainable growth rate has historically
been between 2.5% and 3.0%. Rapid economic expansion, growth
in excess of the average sustainable rate, is generally short-lived,
since it leads to inflation and, in turn, causes the Federal Reserve to
tighten monetary policy in order to slow growth.

The Federal Reserve has already raised interest rates three times
this year to try to prevent inflation. Maintaining high productivity, is
going to be an important factor in curtailing inflationary pressure
over the next couple of years.

Currently the U.S. economy is growing without significant inflation. A
major reason is the rise in productivity . After decades when
productivity was dropping, it now seems to be rising steadily. That
means America can pay itself more with less inflationary risk. It also
means the country is becoming more internationally competitive
which could help boost the long-term growth of the economy.

National Outlook 1



Figure 1
Comparison of Utah and U.S. Economic Indicators
1999 Estimates and 2000 Forecasts
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Summary of Economic Conditions

Construction. Construction continues to be the fastest growing
industry in the Utah economy (at 7.0% job growth in 1999).
Construction employment growth averaged a phenomenal 10.9%
per year over the past ten years (1989 to 1999). Construction
employment in 1999 was nearly 3 times as large as it was in 1989
(73,000 versus 25,900 jobs). Permitted construction values also
reached new historic highs of around $3.8 billion in 1998 and 1999.

Approximately 1 out of 6 housing units were added to the total stock
of housing in Utah between 1990 and 1998, according to a just
released Census report. This ranked Utah 2™ in the nation in
housing units growth (behind Nevada which added 1 in 3 units to its
housing stock). By comparison, only 1 out of 11 units were added to
the total stock of housing in the U.S. over the same time period.

Construction values and job growth will weaken in 2000 due to
higher office and apartment vacancy rates, lower hotel occupancy
rates, fewer new business and government projects, higher interest
rates, and continued low net in-migration. Four large projects just
completed or about to be completed are the $108 million Jordan
Commons project, the $135 million Salt Lake County Adult
Detention Center Complex, the $240 million LDS Conference
Center, and the $312 million North-South TRAX (Light Rail) project.

Exports. From 1995 through 1998, Utah's exports remained
constant around $3.6 billion, and should remain in that range in
1999. If the Asian economies were as strong today as they were in
the early 1990s, Utah's exports would likely be over $4.0 billion in
1999. Since 1995, the share of Utah's exports to Asia (mostly coal,
copper, equipment, and chemicals) has fallen from about 40% to
about 25%. Over the long term, economic globalization will spur
both trade and growth; but, Utah's exports will not show significant
growth in 1999.

Average Pay and Net migration. Despite slower job growth,
average annual pay in Utah, when adjusted for inflation, has been
stronger over the past 5 year period than at anytime since 1977.
This strong growth in inflation-adjusted pay is expected to continue
through 2000 due to a tight labor market and low unemployment
rates. Utah also continues to experience positive net in-migration,
but at much lower levels than in the last several years. Utah's net in-
migration increased from 1,300 in 1998 to 4,800 in 1999, and will be
around 2,300 in 2000.

Outlook for 2000. Slower construction activity will dampen overall
economic job growth in 2000. Construction is the least stable
(sustainable) industry and the most volatile (with large job growth

cycles). Job growth will also slow due to low net in-migration; a tight
labor market; expensive housing compared to the national average;
building moratoriums and restrictions; and, continued improvement
in the business climates and economies of other states (especially
California).

Still, Utah’s economy should continue to do well into 2000 for many
of the same reasons it did well in 1999. Utah has a low cost of doing
business (93.3% of the national average); a pro-business regulatory
environment; low business taxes (the 5™ lowest workers’
compensation costs in the nation); and, a solid utility,
communications, education and transportation infrastructure. Utah
also has numerous recreational opportunities; a youthful and
educated labor force; good universities; healthy lifestyles; and, a
strong work ethic that should continue to favorably influence
business location and expansion decisions.

Utah ranked 8" in the nation for job growth for September 1999
compared to September 1998, according to Regional Financial
Associates (RFA) a national economic research and consulting firm.
And, RFA forecasts Utah to place 3" in job growth in 2000 even
though it expects Utah to only rank 8" in job growth for all of 1999.
Utah’s 2000 employment growth will be double that of the nation
and its unemployment rate will be lower. This will continue the trend
of higher job growth rates and lower unemployment rates in Utah
than in the nation.

Nationwide Reports and Rankings in 1999

Utah was recognized by several independent, nationwide reviews
and studies in 1999 as an excellent place in which to live and
conduct business. Some of these studies included, but were not
limited to:

1) Utah tied with Colorado as having the best economy in the nation
in a report published by the Corporation for Enterprise Development
in 1999. The Development Report Card for the States is an annual
assessment of each state’s economy and its potential for future
growth based upon over 70 data measures. The Report Card
compares states to arrive at letter grades in three categories:
economic performance, business vitality, and development capacity.
Utah received an A grade in all three categories. Utah's ranking
reflected strong employment growth, a low poverty rate, an even
income distribution, strong charitable giving, and high home
ownership.

2) The Progressive Policy Institute ranked Utah’s economy 6™ in the
nation, based on 17 indicators of which states are poised to
capitalize on the “New Economy”. Indicators were broken into five
groups: knowledge jobs, globalization, economic dynamism, digital
economy and innovation capacity. Utah ranked 3 in the overall
digital economy measurement which considered: the percentage of
adults online; commercial Internet domain names per company; the
use of information technology in elementary and secondary public
education; and use of digital technology in providing government
services. The survey placed Utah 4™ in the nation with the adult
population online at 46%. In another study, Scarborough Research
found that 50% of Utah’s adult population uses the Internet (for a
ranking of 5" in the nation).

3) Salt Lake/Ogden area was ranked 2™ by Dun & Bradstreet and
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Entrepreneurmagazine as the best area for small businesses
activity. The ranking was based on firms with fewer than 20
employees. Separately, Business Start-Ups, a sister magazine to
Entrepreneur, ranked Salt Lake/Ogden as the 3" best high-tech
area based on small businesses with high-tech-related SIC codes.

4) Clemson University's Department of Economics ranked Utah 3"
in market freedom from the mid-to-late 1990s. The report used 125
variables in five categories. It's Economic Freedom Index categories
included welfare spending, the judicial system, fiscal freedom,
regulations, and the size of government.

5) PC Week magazine ranked Utah's university system and state
government as 1% and 5" respectively for having the best
information technology networks in the nation. The magazine’s
“Fast-Track 100" list scored 260,000 government and non-
government organizations on their use of high-technology. Utah
was also ranked 12" in the nation by Standard and Poor's DRI for
high-tech jobs as a percent of total employment.

6) Places Rated Almanac ranked the Salt Lake City/Ogden
metropolitan area as the best place to live in all of North America.
The nine categories used in the rankings included jobs, cost of
living, transportation, education, recreation, arts, health care,
climate, and crime. Provo was ranked 4™ out of 300 cities by Money
magazine with the best future job-growth potential. The ranking was
part of a forty-eight criteria ranking of the best places to live.

7) Inc. magazine ranked Salt Lake City-Provo as the 2™ best
metropolitan area in the country to launch and grow a new
business. The criteria included access to airports, proximity of
universities, availability of a skilled work force, and local culture and
infrastructure that support new business. Finally, Sprint Business
(the marketing arm of Sprint Communications) ranked both
Provo/Orem and Salt Lake/Ogden in the top ten out of 313
metropolitan areas for economic productivity. The ranking was
based on eight factors dealing with output per worker, income and
job growth, education and work-force training, and proximity to air
transportation.

Economic Activity

Job Growth and Net Migration. Economic activity in Utah
economy has slowed for the past 5 years, after accelerating during
the prior 7 year period (1988 to 1994). The Utah economy started to
recover from its 1986/87 recession in 1988. Employment, net in-
migration, and housing price appreciation all peaked in 1994.

Beginning in 1989 job growth in Utah exceeded that in California
and the nation. California job growth rates began to deteriorate in
1989 and did not begin to recover until 1993. California actually
experienced negative job growth rates for 3 years (1991 to 1993).
Net migration began to improve in Utah in 1989, after reaching a
low of 14,600 net out-migrants in 1988. Net migration improved
steadily until 1994 when it reached a peak of 22,800 net in-
migrants. During that year 17,223 Californians moved to Utah, and
5,098 Utahns moved to California (Internal Revenue Service data).
California has been the largest, single-state contributor to net in-
migration into Utah from 1990 to 1997 (latest data available).

Job growth in Utah peaked at 6.2% in 1994 (California’s job growth
that year was only 0.9%). By 1998, however, California’s job growth
of 3.4% exceeded Utah's growth of 3.0%. California’s job growth of
2.7% is expected to continue to exceed Utah's growth- job growth
in Utah is expected to slow to 2.6% in 1999. For comparison, Utah’s
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long-term 1950 to 1998 average job growth rate is 3.6%.

Housing Prices and Home Ownership

National Association of Realtors. In the early 1990's out-of-state
employers and workers were attracted to Utah by employment
growth opportunities and inexpensive housing. Employers were also
attracted by inexpensive labor. Although average pay in Utah has
remained at 85% of the national average in the late 1990’s, housing
prices and job opportunities have changed. Median, existing-
housing prices in Utah began to exceed the national average as of
1995, and job opportunities became more abundant in California
than in Utah as of 1998. By the 3" quarter of 1999 the national
median, existing-home price for all U.S. metropolitan areas was
$136,000 compared to the Salt Lake/Ogden metropolitan area’s
median price of $139,200 (National Association of Realtors).

Office of Federal Housing Enterprise Oversight (OFHEQ). The
growth rate in prices has softened steadily in Utah over the last 5
years. The OFHEO median, house-price index measures the
average price in repeat sales of the same single-family homes with
Fannie Mae or Freddie Mac mortgages. The median price is the
average price above and below which half of all (old) existing
homes sold.

Housing prices in Utah increased an astonishing 18.9% in the 2"
quarter of 1994 compared to 2™ quarter 1993, and have since
declined to 1.8% growth in the 3 quarter of 1999 compared to the
same quarter in 1998. For comparison, the national average
housing price appreciation for 3" quarter 1999 was 5.9%. This 1.8%
growth for the period ended September 30, 1999 ranked Utah as
the 2™ worst state in the nation (behind Hawaii) for repeat-sales,
existing house price appreciation. Utah had the 2™ best (as
opposed to the 2" worst) housing price appreciation in the nation as
recently as the 3° quarter of 1997.

Softening Housing Prices. The softening of housing prices is
largely due to the high home-ownership rate in Utah (73.7% in Utah
versus 66.3% nationwide in 1998, 10™ highest in the nation) and the
36.5% run up in housing prices over the last 5 years. Housing price
growth in Utah has lagged behind growth in housing prices in the
U.S. for the last 5 quarters for which data is available. This is
expected to continue through 2000.

Income and Pay Measurements

Per Capita Income. Utah's 1998 per capita income of $21,096 was
77.8% of (or $6,099 less than) the national average of $27,195.
Utah’s per capita income is lower than the nation’s per capita
income because average-annual pay in Utah is only 85% of the
national average, and because Utahns have more children
compared to other states.

Utah ranked 1% in the nation in 1998 for the percentage of the
population under 18 at 33.4%. This compares to the U.S. average
of only 25.8%, according to the U.S. Bureau of the Census. Utah's
1998 average household size also leads the nation with 3.06
persons per household compared to the U.S. average of 2.61. And,
data from the 1990 Census shows that Utah ranks 1% in the percent
of the population in family households at 88.5% (compared to a
national average is 83.7%).

Average-Annual Pay. Average-annual pay in Utah is expected to
remain below 85% of the national average in the near-term. Data
released in December 1999 by the Bureau of Labor Statistics data
shows that Utah ranked 32" in the U.S. at $26,869 in average



annual pay for 1998. This was 84.2% of the national average pay of
$31,908. Lower pay in Utah is usually attributed to more part-time
workers and a younger work force than in the rest of the nation.

Median-Household Income. This low pay, relative to the nation,
would be a much more serious problem for most Utahns were it not
for more wage earners per household in Utah than in the nation.
Median household income data recently released by the U.S.
Department of Commerce shows that Utah continues to have
household incomes that are significantly above the national
average. Median household income in Utah ranked 10" highest in
the nation at $42,073 for the 3-year period 1996 to 1998. This was
11.4%, or $4,294, higher than the national 3-year average of
$37,779. The Bureau of Census recommends using 3-year
averages when ranking states due to the small sample size in
certain states like Utah.

Higher median household income, despite lower average-annual
pay, is due to more wage earners per household in Utah than in the
nation. The average household size in Utah (3.06 in 1998) is the
highest in the nation, and ranks far higher than the national average
of 2.61 persons per household. And, according to the 1990 Census,
64.8% of Utah households are comprised of married-couple families
(which ranks Utah 1%!in the nation). Utah also has the lowest
ranking in the nation for the percent of families with children headed
by a single parent. Married couples, who combine two or more
incomes, help raise median-household incomes in Utah.

Economic Condition of Households. Utah households are more
likely to be headed by two parents, with more than one wage earner
helping to support the family. But, because these families are apt to
have more children than the national average, each worker is likely
to be supporting more children than the national average. These
families, on the other hand, have higher incomes than their national
counterparts and they are more likely to own their own homes. This
is not to minimize the plight of single, wage-earning families. These
lower income families on average earn only 84% of national pay,
and must compete with dual-earning families for housing and
services. Still, median-household incomes that are the 10" highest
in the nation (along with the 2 lowest poverty rate in the nation)
means that Utah households are generally in good economic
condition.

Hotel, Office and Apartment Vacancies and Rents

Hotels. Hotel occupancy rates continue to decline as new units
continue to be built. Hotel construction over the past 5 years has
increased the number of available rooms by 47%. And, the Salt
Lake Convention and Visitors Bureau estimates that an additional
1,100 rooms will be built in 2000 (adding 7% to the current supply).
Occupancy rates for Salt Lake City declined the first 9 months of
1999 to 78.4%, compared to 84.4% for the prior year, according to
Rocky Mountain Loadging Report.

Statewide occupancy rates also declined on average from 66% last
year to an estimated 64.6% for the first three quarters of 1999.
Statewide hotel/motel occupancy rates were around 74% as
recently as 1995. Finally, average statewide room rates were
$67.61 in October 1999 compared to $71.45 in October 1998.

Offices. CB Richard Ellis Inc. reported that the Salt Lake
Metropolitan area office, market vacancy was almost 12% as of 3
quarter 1999. This represents a 75% increase in the vacancy rate
from a year ago. The increase is due to an additional two million
square feet of available office space during 1999. The merger of
American Stores with Albertsons contributed to the available space.

The 25 story, $100 million American Stores headquarters
(completed downtown in June of 1998), had only 8 floors occupied
by 600 Albertsons’ employees as of December 1999. The Salt Lake
Organizing Committee (for the 2002 Olympics) has agreed to lease
7 of the floors in the building as of March 1, 2000. But, SLOC will
also vacate the two buildings they currently occupy in Salt Lake
City. The staff of SLOC is expected to increase to 1,000, from the
current 300, by February of 2002.

Additionally, large firms such as Dean Witter's and Intermountain
Health Care have relocated from the Central Business District to
multi-tenant and single-tenant buildings. Over the past four years
the suburban market has added almost three million square feet of
new office space. The suburban office market has nearly doubled
over the last five years and now accounts for 55% of the entire Salt
Lake City office market. Construction of new office space should
slow in 2000 due to high vacancy rates and land prices; and, to
allow the market demand to catch-up with supply.

Apartments. According to EquiMark Properties, apartment
vacancies in the Greater Salt Lake Area reached 7.1% in the 2
quarter of 1999 (compared to 6.4% for the same period last year).
Apartment vacancy rates have steadily increased since 1993.
Property owners are currently offering move-in specials such as a
months free rent, free washer/dryer, and discounted security
deposits in response to the rising vacancy rates. Low net in-
migration is the principal reason for the higher vacancy rates
according to EquiMark.

Firm Openings in 1999 and 2000

New Firm Openings and Expansions in 1999. New firm openings
and major expansions of existing firms with 100 or more workers in
1999 included, but were not limited to:

*  TheraTech Inc. (drug patches)

Select Comfort (manufacturing, distribution of beds)
lomega (computer hardware)

Alliant Techsystems (aerospace)

Gateway (computers)

Hill Air Force Base (Air Force)

MarketStar Corp. (marketing company)

Pagenet (wireless messaging)

Bureau of the Census (decennial census)

Specialized Bicycles (bicycles)

Utility Trailer Company (trailer manufacturing)

Dana Corporation (vehicle parts distribution)
Reesebrothers Inc. (call centers)

Sterling Truck (truck service center)

Mikohn Gaming Corp. (jackpot displays)

Micropoint Inc. (electronic components for toys)

Rivers West Apparel (sewing plant)

Penco (storage units manufacturing)

Marketing Ally (call centers)

Tartan Textiles (laundry plant)

Ebay Inc. (online auction call center)

Yankee Candle Co. (candlemaker)

Watkins Motor Lines Inc (distribution terminal)

First USA Paymentech (commercial credit card)

Caldera (software manufacturing)

Geneva (steel manufacturing)

Huntsman Cancer Institute (cancer research)

Jet Blue Airways (reservations center)

Costco (discount warehouse)

ICON Health and Fitness (manufacturing of health equip)
Pulp Mold Packaging Global Inc. (food packaging products)
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*  McLeodUSA (customer call service center)
+  Communications & Commerce (call center)
»  Western Distribution Inc. (distributor for eToys)

New Firm Openings and Expansions in 2000. New firm openings
and major expansions of existing firms with 100 or more workers in
2000 will included, but will not be limited to:

»  First USA Paymentech (commercial credit card)

Malt-O-Meal plant (cereal)

Hill Air Force Base (Air Force)

MarketStar Corp. (marketing)

Salt Lake Organizing Committee (Olympics)

Ebay Inc, (online auction call center)

Bureau of the Census (population survey for 6 weeks)

Intel (research & development)

Salt Lake County Adult Detention Center Complex
(incarceration)

Sysco Intermountain Foods (food distribution facility)

U. S. West (communications)

Fresenius Medical Care (kidney dialysis products)

Ingenix (software and consulting to control health-care costs)
Wall-Mart (retail)

Jet Blue Airways (reservations center)

Firm Closings in 1999 and 2000

Contractions and Closures in 1999. Contractions or closures with
100 more workers in 1999 included, but were not limited to layoffs
at:

American Stores (Albertsons food stores merger)
Utah Test & Training Range (Air Force)
Nordstroms (retail)

International Home Foods Inc. (marshmallows)
Nimbus CD International Inc. (cd-roms manufacturing)
Zions/First Security (bank merger)

Packard Bell (call center)

Winair Airlines (commercial airline)

Dick Simon Trucking (truck line)

Eagle OPG Inc. (sports bag manufacturing)

Daw Technologies (computer chip manufacturing)
Franklin Covey Co. (day planners)

Contractions and Closures in 2000. Contractions or closures with
100 more workers in 2000 will include, but will not be limited to
layoffs at:

»  Zions/First Security (bank merger)

Rite Aid (distribution center)

Franklin Covey Co. (day planners)

ZCMI (retail)

Packard Bell (call center)
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Construction Activity in 2000

Construction Projects. Construction projects are usually listed in
reports at either their project value or construction value.
Construction values are the value of “sticks and bricks and land.”
Project values include construction values as well as architectural
and engineering costs. For the most part, the projects listed below
are project values and include both building-permitted and non-
permitted projects.

All private, nonresidential construction in Utah requires building
permits. State government buildings are not permitted. Private
universities are issued permits, but not state universities. Public
schools are usually not permitted, but federal buildings are usually
permitted (except for Hill Air Force Base). Municipal buildings may
or may not be permitted, and heavy construction such as roads,
dams, sewers, and flood projects are not permitted.

Nonresidential construction projects of $30 million or more that will
begin or continue into 2000 include, but are not limited to:
+  East-West TRAX (light rail) Extention ($105 million)
Little America Hotel ($185 million)

The LDS Conference Center ($240 million)

Zermatt Swiss Resort ($30 million)

I-15 Reconstruction ($1.59 billion)

Logan Canyon Highway ($60 million)

SnowBasin Resort ($67 million)

Park City Ski Resort Expansion ($150 million)
University of Utah Olympic Village ($120 million)
Winter Sports Park Expansion ($45 million)

Tooele Army Depot Endeavor business park ($56 million)
The Canyons Hotel & Village ($202 million)

Jordan Landing ($100 million)

Solitude Resort Expansion ($100 million)
SouthTowne Convention Center ($65 million)

Hill Air Force Base Mobile Hospital Facility ($31 million)
Salt Lake City Library ($53 million)

Layton Conference/Business Center ($48 million)
South Jordan South Gate Project ($130 million)
Park City Capital Project ($35 million)

Thanksgiving Point Phase 2 ($250 million)

Wal-Mart Distribution Center ($30 million)

Davis County I-15 Expansion ($50 million)

Intel Research Campus ($60 million)

McKay-Dee Hospital Complex ($150 million)
SouthTowne Hotel ($35 million)

Chimney Ridge ($100 million)

Moss Federal Courthouse annex ($75.8 million)
Salt Lake Community College 90" South Campus
($143 million)

Hamilton Partners Tower ($65 million)

Round Valley Golf Resort ($100 million)

Salt Lake City Gateway Project ($375 million)

Salt Lake City Library ($53 million)

University of Utah Chill Water Plant ($50 million). s



Figure 2
Construction Jobs as a Percent of Total Jobs

The average for 1950 to 2000 is 5.5
percent. These construction jobs
reflect both permitted and
nonpermitted heavy construction
values. The nonpermitted Micron
project is also included in the data.
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Table 1
Actual and Estimated Economic Indicators for Utah and the Nation

1997 1998 1999 2000 % CHG %CHG % CHG
ECONOMIC INDICATORS UNITS ACTUAL ACTUAL  ESTIMATES FORECAST  1997-98 1998-99 1999-00
PRODUCTION AND SPENDING
U.S. Real Gross Domestic Product Billion Chained $96 8,165.1 85163 8,839.9 9,105.1 43 38 3.0
U.S. Real Personal Consumption Billion Chained $96 5,433.8 5,698.6 5,989.2 6,1749 49 5.1 3.1
U.S. Real Fixed Investment Billion Chained $96 1,316.0 1,471.9 1,594.1 1,689.7 11.8 83 6.0
U.S. Real Defense Spending Billion Chained $96 299.4 2914 289.9 290.2 2.7 0.5 0.1
U.S. Real Exports Billion Chained $96 985.4 1,007.1 1,043.4 1,1185 22 36 72
Utah Coal Production Million Tons 26.4 26.6 26.3 271 0.7 -1.1 3.0
Utah Oil Production Sales Million Barrels 19.6 19.2 16.5 15.7 -2.0 -13.9 -5.0
Utah Natural Gas Production Sales Billion Cubic Feet 183.4 201.4 211.0 2215 9.8 48 5.0
Utah Copper Mined Production Million Pounds 672.6 657.4 700.2 705.5 23 6.5 0.8
SALES AND CONSTRUCTION
U.S. New Auto and Truck Sales Millions 15.0 156 16.7 15.4 39 72 -76
U.S. Housing Starts Millions 1.48 1.62 1.65 1.45 9.5 1.9 -121
U.S. Residential Construction Billion Dollars 329.2 368.7 409.3 42114 120 11.0 29
U.S. Nonresidential Structures Billion Dollars 254.1 2728 2725 274.4 74 -0.1 07
U.S. Repeat-Sales House Price Index 1980Q1=100 205.1 216.4 2284 236.0 55 5.6 33
U.S. Existing S.F. Home Prices (NAR) Thousand Dollars 1214 128.0 133.3 137.7 54 41 33
U.S. Retail Sales Billion Dollars 26179 2,746.1 2,965.8 3,069.6 49 8.0 35
Utah New Auto and Truck Sales Thousands 824 84.1 87.4 848 21 4.0 -3.0
Utah Dwelling Unit Permits Thousands 207 217 20.0 18.0 48 -7.8 -10.0
Utah Residential Permit Value Million Dollars 1,943.5 2,188.7 2,200.0 2,100.0 126 0.5 45
Utah Nonresidential Permit Value Million Dollars 1,370.9 1,148.4 1,100.0 900.0 -16.2 42 -18.2
Utah Additions, Alterations and Repairs Million Dollars 4071 461.3 550.0 600.0 133 19.2 9.1
Utah Repeat-Sales House Price index 1980Q1=100 2252 2373 2443 249.2 54 3.0 20
Utah Existing S.F. Home Prices (NAR) Thousand Dollars 128.6 133.5 138.7 142.0 3.8 3.9 24
Utah Taxable Retail Sales Million Dollars 14,873 15,657 16,705 17,888 53 6.7 71
DEMOGRAPHICS AND SENTIMENT
U.S. July 1st Population (CENSUS) Millions 268.0 2706 273.0 2752 1.0 0.9 0.8
U.S. Consumer Sentiment of U.S. 1966=100 103.2 104.6 105.4 102.6 1.4 0.8 27
Utah July 1st Population (UPEC) Thousands 2,048.8 2,082.5 21211 2157.7 16 1.9 17
Utah July 1st Net Migration (UPEC) Thousands 15.1 13 4.8 23 na na na
Utah July 1st Population (Census) Thousands 2,085.7 2,100.3 2,130.1 2,166.2 1.7 1.4 17
Utah Consumer Sentiment of Utah 1966=100 106.6 107.0 106.1 101.6 0.4 -0.9 -4.3
PROFITS AND RESOURCE PRICES
U.S. Corporate Profits Before Tax Billion Dollars 803.2 802.8 803.6 816.5 -0.0 0.1 1.6
U.S. Domestic Profits Less Fed. Reserve Billion Dollars 779.8 778.2 7775 781.8 0.2 -0.1 0.5
U.S. Oil Refinery Acquisition Cost $ Per Barrel 19.1 126 16.9 18.7 -342 343 10.7
U.S. Coal Price Index 1982=100 96.3 93.6 90.5 87.9 -2.8 -3.3 -2.9
Utah Coal Prices $ Per Short Ton 183 17.8 17.5 17.8 2.8 -1.8 1.6
Utah Oil Prices $ Per Barrel 186 125 17.0 17.9 -325 36.0 5.0
Utah Natural Gas Prices $ Per MCF 1.85 1.73 1.83 2.02 65 58 104
Utah Copper Prices $ Per Pound 0.78 0.67 0.72 0.81 -14.1 6.9 13.1
INFLATION AND INTEREST RATES
U.S. CPI Urban Consumers (BLS, NSA) 1982-84=100 160.5 163.0 166.6 170.6 16 22 24
U.S. GDP Chained Price Indexes 1996=100 101.7 102.9 104.2 105.6 1.2 1.3 1.3
U.S. Federal Funds Rate Percent 5.46 535 5.02 5.50 na na na
U.S. 3-Month Treasury Bills Percent 5.06 478 4.66 5.04 na na na
U.S. T-Bond Rate, 30-Year Percent 6.61 5.58 579 6.10 na na na
U.S. Mortgage Rates, Fixed FHLMC Percent 76 6.9 7.4 76 na na na
EMPLOYMENT AND WAGES j
U.S. Establishment Employment (BLS) Millions 1227 1258 128.4 130.0 26 21 1.2
U.S. Average Annual Pay (BLS) Dollars 33,353 31,908 33,252 34,500 5.1 42 3.8
U.S. Total Wages & Salaries (BLS) Billion Dollars 3,723 4,014 4,271 4,484 6.7 6.4 5.0
Utah Nonagricultural Employment (WS) Thousands 994.0 1,023.5 1,050.0 1,075.0 3.0 26 24
Utah Average Annual Pay (WS) Dollars 25,367 26,484 27,429 28,400 4.4 36 - 37
Utah Total Nonagriculture Wages (WS) Million Dollars 22,215 27,105 28,800 30,600 7.6 6.3 6.2
INCOME AND UNEMPLOYMENT
U.S. Personal Income (BEA) Billion Dollars 6,951 7,359 7,778 8,152 59 57 48
U.S. Unemployment Rate (BLS) Percent 4.9 45 43 44 na na na
Utah Personal income (BEA) Million Dollars 41,681 44,297 46,645 49,304 6.3 53 57
Utah Adjusted Gross Income (UTC) Million Dollars 32,136 34,341 36,292 38,359 6.9 57 57
Utah Unemployment Rate (WS) Percent 3.1 38 38 39 na na na
Note:

Totals differ in this table from other tables in this report due to different release dates or data sources.

Source: Council of Economic Advisors, Revenue Assumptions Committee
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Table 2
Median Household Income, Homeownership Rates, Per Capita Income, and Mean Annual Pay

1996 to 1998 1998 1998 Mean
Median Household Homeownership 1998 Per Average Pay
Income* Rank Rates Rank Capita Income Rank Per Job Rank
Area
UNITED STATES $37,779 - 66.3% - $27,195 - $31,908 -
Alabama 33,394 39 72.9% 10 21,500 40 27,035 30
Alaska 51,422 1 66.3% 38 25,771 20 33,839 8
Arizona 34,402 37 64.3% 41 23,152 35 29,317 22
Arkansas 27,470 49 66.7% 35 20,393 46 24,422 45
California 40,522 17 56.0% 48 27,579 12 35,349 4
Colorado 44,349 6 65.2% 39 28,821 9 32,246 1
Connecticut 44,978 4 69.3% 27 37,700 1 40,915 1
Delaware 41,999 13 71.0% 18 29,932 6 33,996 7
District of Columbia 32,999 - 40.3% - 37,325 - 48,727 -
Florida 33,234 40 66.9% 34 25,922 19 28,143 28
Georgia 36,553 26 71.2% 17 25,106 23 30,873 17
Hawaii 41,932 14 52.8% 50 26,210 17 29,029 24
Idaho 35,554 31 72.6% 12 21,080 44 24,866 43
lllinois 42,065 11 68.0% 32 28,976 8 34,704 5
Indiana 38,580 19 72.6% 11 24,302 29 29,107 23
lowa 35,276 32 72.1% 13 24,007 32 26,035 37
Kansas 35,867 29 66.7% 36 25,049 24 26,842 33
Kentucky 34,633 36 75.1% 3 21,551 39 26,689 34
Louisiana 32,317 42 66.6% 37 21,385 42 26,905 31
Maine 34,989 34 74.6% 6 23,002 36 25,875 38
Maryland 47,710 3 68.7% 29 30,023 5 33,306 9
Massachusetts 42,017 12 61.3% 46 32,902 3 37,787 3
Michigan 40,639 16 74.4% 7 25,979 18 34,542 6
Minnesota 44,579 5 75.4% 2 27,667 1" 32,073 12
Mississippi 28,592 48 75.1% 4 18,998 50 23,822 46
Missouri 37,640 23 70.7% 19 24,447 28 28,907 25
Montana 30,348 46 68.6% 30 20,247 47 22,644 49
Nebraska 35,660 30 69.9% 23 24,786 26 25,535 40
Nevada 39,751 18 61.4% 45 27,360 14 30,201 19
New Hampshire 42,511 9 69.6% 25 29,219 7 30,943 16
New Jersey 49,303 2 63.1% 43 33,953 2 na na
New Mexico 29,386 47 71.3% 16 20,008 48 25,716 39
New York 36,846 25 52.8% 49 31,679 4 40,678 2
North Carolina 36,407 27 71.3% 14 24,122 31
North Dakota 31,717 43 68.0% 31 21,708 38
Ohio 37,006 24 70.7% 20 25,239 21
Oklahoma 31,357 44 69.7% 24 21,056 45
Oregon 37,922 21 63.4% 42 24,775 27
Pennsylvania 37,791 22 73.9% 8 26,889 16
Rhode Island 38,150 20 59.8% 47 26,924 15
South Carolina 34,692 35 76.6% 1 21,387 41
South Dakota 31,206 45 67.3% 33 22,201 37
Tennessee 32,397 41 71.3% 15 23,615 33
Texas 35,254 33 62.5% 44 25,028 25
SEeE T 7% 7
Vermont 36,196 28 69.1% 28 24,217 30
Virginia 42,572 8 69.4% 26 27,489 13
Washington 43,593 7 64.9% 40 28,066 10
West Virginia 26,950 50 74.8% 5 19,373 49
Wisconsin 41,032 15 70.1% 21 25,184 22 28,542 26
Wyoming 33,783 38 70.0% 22 23,225 34 24,747 44
Utah as a % of U.S. 11.37% - 111.16% - 77.57% . 84.21%

*In estimating Median Household Income, because the number of households contacted in Utah is relatively few, the data collected for three years is averaged
to calculate less variable estimates. The Census Bureau recommends using 3-year averages when ranking states.

Sources: 1996 to 1998 Median Household Income: U.S. Census Bureau: 1998 Homeownership Rates: U.S. Census Bureau; 1998 Per Capita Income: U.S.
Bureau of Economic Analysis; 1998 Mean Average Pay Per Job: U.S. Bureau of Labor Statistics.
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State Level Results

A new set of long term demographic and economic projections for
the state of Utah has been produced by the Demographic and
Economic Analysis Section of the Governor’s Office of Planning and
Budget (GOPB). These provisional projections represent the State’s
official view of Utah's future and inform a multitude of planning
efforts. This chapter presents the summary findings of these new
county level baseline projections to the year 2030.

Utah's population surpassed 2.12 million in 1999 and is expected to
reach 3.68 million by the year 2030. This is about 1.6 million more
people or a 74% increase. This rate of population growth, which
exceeds that expected for the nation, will be sustained by: 1) a rapid
rate of natural increase (i.e., births exceeding deaths); and 2) a
strong and diversified economy. The state's employment growth
rate is also expected to be more rapid than that of the nation. If
these rates of economic growth are obtained, Utah will experience
sustained net in-migration over nearly the entire projection period.
This net-in-migration will occur because, even though the state's
population is quite young and fertility rates are relatively high, there
will not be adequate internal growth of the labor force to match the
demand for labor.

In absolute numbers, the majority of the 1.6 million new Utahns will
reside on the Wasatch Front. The most rapid rates of population
growth are expected in southwestern Utah (Washington, Iron, and
Kane Counties), the Wasatch Back (Summit and Wasatch
Counties), and Tooele and Utah Counties.

Population Growth Rates. The growth rate of Utah's population
has historically exceeded that of the nation; this trend is expected to
continue throughout the projection period. The average annual rate
of growth of Utah's population over the projection period (1999 to
2030) is expected to be 1.8%. This rate compares with an average
rate of growth of 2.3% in the historical period (1948 to 1999).
Corresponding rates of growth for the nation are 1.2% in the
historical period and 0.9% in the projected period. Population
growth rates fluctuate over time according to economic conditions,
specific events, and population dynamics. Even when Utah
experienced difficult economic times in the 1980s, the rate of growth
of the population for the decade still exceeded that of the nation.
The largest growth rate differential occurred in the 1970s, when
Utah's average annual rate of population growth was 3.3% while
that of the nation was 1.1%. A similar, yet smaller differential is
projected for the first ten years of the next century, when Utah's
annual average population growth rate is projected to be 2.2% while
the nation's is projected to be 0.8%.

Population Increases. In the 1948-t0-1999 period, total population
of the state has consistently increased, although the amounts of
annual increase have varied cyclically. Population increased an
average of 40,800 persons per year throughout the decade of the
1970s, and 25,510 in the 1980s. Projections indicate that population
will increase by an average amount of about 41,500 in the 1990s,
by 47,750 in the 2000s, and by 54,000 in the 2010s, and 49,400 in
the 2020s. So, while rates of population growth are expected to
decelerate in the later years of the projection period, absolute
amounts of growth are expected to be quite high relative to history.

Natural Increase and Migration. Utah's rapid rate of population
growth is primarily attributable to natural increase rather than in-
migration.' The rapid rate of natural increase occurs because of the
state's young population (with a greater share of the population in
childbearing years) in combination with a high fertility rate. A
relatively low death rate and high life expectancy have also
contributed to natural increase, although to a lesser extent. In
addition to births and deaths, the third component of population
change is net migration. Net in-migration was quite small in the
1950s and net out-migration occurred in the 1960s and 1980s. Over
the last half century, with only three exceptions (1954, 1964, and
1988), even in times of net out-migration (the 1980s), Utah's rate of
population increase has consistently exceeded that of the nation.
These projections indicate that Utah's higher survival and fertility
rates (relative to the nation) will continue and that natural increase
will contribute 81% of the population increase over the next 30
years. Median age for the state has increased from 24 in 1980 to 27
in 1999, and is projected to increase to 31 by the year 2030. The
national median age was 30 in 1980, 35 in 1999, and is projected to
increase to 39 in the year 2030.

Age Structure. Age structure may be summarized by the
dependency ratio, which is the number of people in the population
not in the working age group per 100 working age persons (18
through 64 years old). Utah's dependency ratio is consistently
among the highest in the nation. In 1970 it was 90 for Utah
compared with 79 nationally. By 1999 it had fallen to 70 in Utah and
64 for the nation. By 2030, the projected dependency ratio for Utah
and the nation is 78. For both Utah and the nation, the increasing
dependency ratio from about 2010 through 2030 is attributable to
the retirement age component- the aging of the Baby Boom
generation. For the state, the retirement component was 21% of the
total dependency ratio in 1999 and is projected to increase to 30%
by 2030. In the case of the nation, the retirement age component of
the dependency ratio was about 33% in 1999 and is projected to
increase to 46% in 2030. The Utah school age (ages 5 though 17)
dependency ratio component is projected to fall from 39 to 38 over
the projection period. The median age of Utah's population will
increase over the projection period, as will that of the nation.
However, Utah's population will continue to be about 8 years
younger than that of the nation by this measure. So, although the
Utah's dependency ratio will converge with that of the nation by
2030 primarily because of the growth of the retirement age
population, it will still have a younger population.

1 The amount of natural increase for a given population is the amount by which
the number of births exceeds the number of deaths for a particular year. If
deaths exceed births then there is a natural decrease.
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Employment Growth Rates. Non-agricultural payroll employment
is projected to increase by about 71% from around 1.05 million in
1999 to 1.8 million in the year 2030. Total employment for Utah is
projected to increase from 1.3 million in 1999 to 2.3 million in 2030;
an increase of 74%." The employment growth rate of Utah has quite
consistently out-paced that of the nation and this is projected to
continue. The average annual rate of growth of non-agricultural
payroll employment from 1948 through 1998 was 3.4% for Utah as
compared to 2.1% for the nation. The projected rates for total
employment for 1999 through 2030 are 1.8% and 1.0%
respectively. The decade with the highest rate of employment
growth for the state was the 1970s, when non-agricultural payroll
employment increased at an average annual rate of 4.5%; this
increase compares to the national rate of 2.7%.

Employment Growth by Sector. With the exception of agriculture
and mining, employment increases are projected for all major
sectors of Utah's economy. Services and non-farm proprietors are
projected to have the most rapid rates of increase (i.e., average
annual rates of growth in excess of 2.0% in the years 1998 through
2030). About a third of the roughly 1 million new jobs created will be
in services while nearly one-fourth will be non-farm proprietors.
Employment is projected to grow more rapidly (or in the case of
agriculture decrease less rapidly) in every sector in the state than in
the nation, excepting mining. The state is expected to have location
quotients greater than one relative to the nation in mining,
construction, TCPU (transportation, communication, and public
utilities), and non-farm proprietors. 2

At the detailed industry level, the most rapidly growing sectors are:
business services; museums, galleries, etc.; agricultural services;
health services; miscellaneous services; engineering and
management services; miscellaneous repair; and membership
organizations. These sectors have average annual rates of growth
for the 1998 to 2030 period in excess of 2.5%. The industry that is
projected to create the largest number of jobs in the next 30 years is
non-farm proprietors (about 237,000 jobs), followed by business
services (about 107,000), medical and health services (86,000), and
eating and drinking places (41,500).

Diversification. The state's economy has become more diverse
(i.e., more similar to the economic structure of the nation) over time
as employment has grown more rapidly in industries in which it was
relatively unspecialized. This increasing diversification of the state's
economy is evident at both the major industry and detailed industry
levels as measured by the Hachman Index.® A value of one for the
Hachman Index indicates an identical distribution of employment
shares between the subject region (the state) and the reference
region (the nation). The increase in the value of the index in the
1980 to 1998 period is primarily the result of the simultaneous
occurrence of: 1) restructuring of mining and metals industries and
the downsizing of the federal government, and 2) emergence and/or
growth of service industries (e.g., computer software development /

1 Total employment for projection purposes is non-agricultural payroll
employment plus agriculture (payroll employment and proprietors) plus private
household employment plus non-farm proprietors. The Bureau of Economic
Analysis estimates the latter three.

2 Location quotients are measures of relative shares. The employment share of
a given industry in the subject area (Utah) is compared to that of the reference
region (the nation.) A location quotient greater than one indicates specialization
in a subject area relative to the reference region. Here it means that the Utah
has a larger share of its employment in the industry than the nation.

3 "Diversification of the Utah Economy," pages 207 through 213, 7995
Economic Report to the Governor.
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production, financial services, temporary services, telemarketing,
etc.), tourism related industries (e.g., hotels and lodging,
transportation by air, etc.), and particular types of manufacturing
(e.g., motor vehicle parts (air bags), aircraft equipment, sporting
goods, efc.).

This restructuring and diversification process has nearly run its
course. The Hachman Index for the state is approaching one (its
theoretical maximum) when calculated at the major industry level
and approaching 0.90 at the two-digit detailed industry level. These
projections indicate that the industrial structure of the state will
become somewhat more diversified (i.e., more similar to that of the
nation) over the next 30 years, although a differential as measured
by the Hachman Index will be sustained.

County Projections

All 29 counties are expected to gain population, households, and
employment in the years 1999 to 2030. The most rapid rates of
population growth are expected in southwestern Utah (Washington,
Iron, and Kane Counties), the Wasatch Back, (Summit and Wasatch
Counties), and Tooele and Utah Counties. In terms of amounts of
population, much of the increase is concentrated in the Wasatch
Front counties (Salt Lake, Utah, Davis, and Weber.)

Population. The population of the state is geographically
concentrated in the Wasatch Front Counties (Salt Lake, Utah,
Davis, and Weber). These counties have 76% of the population and
79% of the employment of the state. These proportions are
projected to decline somewhat over the next three decades. The
counties with the largest projected absolute increases in the
population from 1999 to 2030 are Salt Lake, Utah, Davis,
Washington, Weber, and Cache.

Median Age. The median age of the population is projected to
increase for all counties over the projection period except Iron
County, with the median age projected to drop slightly. The counties
with the youngest population in 1990 were: San Juan, Utah, Cache,
and Sanpete; while the counties with the oldest population were:
Beaver, Grand, and Piute. By 2030, the counties with the youngest
population, as measured by median age, are projected to be Utah,
Cache, Iron, and Weber, while those projected to have the highest
median age are Emery, Daggett, Piute, and Grand.

Households. Household growth is projected to be more rapid than
population growth, although the growth rate differentials vary from
county to county. The rankings of counties by growth rates of
households over the projection period differs slightly from that of
population. In terms of rates of growth, the number of households is
projected to grow most rapidly in Washington, Kane, Summit,
Wasatch, and Tooele. The average number of persons per
household is projected to decline for all counties. In 1990, the
counties with the highest number of persons per household were
San Juan, Utah, Morgan, Davis, and Emery. By 2030, the counties
with the highest projected number of persons per household are
Utah, Iron, Cache, and Beaver.

Employment. Employment growth is projected to be most rapid
from 1998 to 2030 for Washington, Kane, Wasatch, Tooele, and
Summit, while the largest number of jobs created in the 1998 to
2030 are projected for Salt Lake, Utah, Weber, Davis, and
Washington counties. For most counties the Hachman Index is
projected to remain fairly constant from 1998 to 2030.* The
exceptions are Uintah, Duchesne, and Utah Counties for which the

4 Hachman Indices are computed at the detailed industry level for employment.




value of the index increased. The state's largest counties all have
Hachman Indices closest to one: Salt Lake, Weber, Washington,
and Utah Counties. Emery County's Hachman Index indicates its
sectoral distribution is most different from that of the nation; this is
because of the specialization in coal mining and electric generation.

Methods, Procedures and Assumptions

Models. The long-term baseline projections were produced using
the UPED Model System. The UPED Model is a combination of a
three component cohort population model and an economic base
employment model. It produces projection of population,
components of population change (births, deaths and migration),
households, labor force, and employment at the Multi-County or
regional level. The UCAPE and CASA Models allocate population,
components of population change, and employment to counties.

Trend Assumptions. For the projections a long-term look at
possible reasonable ranges for the major demographic and
economic parameters and exogenous variables was undertaken for
the purpose of developing assumptions for the baseline projection.
Included in the analysis of eleven different scenarios were high,
medium and low projections of basic employment growth (jobs used
to produce goods and services for export), labor force participation
and fertility, and high and low projections of life expectancy.
Scenarios of no growth, growth sufficient to generate zero
migration, and growth convergent to the projected U.S. growth rate
in 2050 were also considered.’

From this analysis birth rates were assumed to remain constant at
their 1999 estimated level, in effect maintaining a constant
difference between Utah total fertility rates and U.S. white fertility
rates into the future. Survival rates were assumed to increase along
with projected U.S. rates, such that the observed differences
between Utah and U.S. life expectancy (1970-1990) are maintained.
Labor force participation rates were assumed to trend with the
projected U.S. rates, except where U.S. rates were projected to
decline. In effect, this assumes little or no change in Utah male
participation rates and increases in middle and old age Utah female
rates. Basic employment growth was based on a demographic
assumption, but was consistent with the middle growth assumption
of the scenario analysis. Growth in export employment is assumed
sufficient to generate cumulative net in-migration equal to 17.5% of
total population change and to generate cumulative natural increase
(births minus deaths) equal to 82.5% of total population change
over the interval 2000 to 2050. These percents correspond to those
of the 1948 to 1998 period.?

1 See http://www.qget state.ut.us/projections/Utah2050
2 Hachman, Frank C. "The Macro-Dynamics of Population Change in Utah and
the Mountain States: 1948-1998," Ufah Economic and Business Review,

Volume 58, Numbers 9 and 10, September/October 1998.

Short Term. Over the 1999 to 2004 interval, employment growth is
constrained to the short-term major industry employment
projections produced by the Governor’s Office of Planning and
Budged (GOPB). This projection incorporates a special study of the
impacts of the Salt Lake 2002 Winter Olympics, the post Olympics
adjustment as well as over fifty specific economic events relating to
individual employers or specific industries.

With the assistance of economists and analysts from various
departments of state government and from the local associations of
government (AOG's) an additional thirty-three events were included
in the projections. In addition, specific assumptions for individual
industries by region or county were included based on the work of
these analysts.

Review. A set of preliminary projections was produced and posted
on the web. State and local users of projection data were invited to
Salt Lake City for instruction on accessing the site and interpreting
the information. They were asked to participate in the review and
evaluation of these preliminary projections. The comments,
suggestions and constructive criticism received from these users as
well as from advisors, administrators, economists and analysts were
very helpful in improving the quality of the projections.

Specific Assumptions. While all the special study, industry and
event assumptions had effects on the projections, several are
noteworthy. Oil and gas extraction in the Uintah Basin and the
Southeast MCDs is anticipated to decline to almost nothing as the
resource is exhausted. Coal resources are sufficient to last beyond
the projection period and electric power generation remains at
current locations. Stampin Up relocates from Kane County to the
Wasatch Front in 2002. Washington County gets a new airport in
2015. Except for expansion at Hill Air Force Base, federal
employment, other than the postal service, is anticipated to remain
relatively constant. Construction employment reverts fo its historical
mean share of total employment in the early- to mid-2000s. The
post Olympics no-migration unemployment rate rises four-tenths of
one percentage point in the Wasatch Front and Mountainland
MCDs, then reverts to the pre-Olympic level.

Additional Information
For additional historical and projected economic and demographic
information, visit the web site: www.qget.state.ut.us/projections/.
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Figure 3
Decade Average Annual Rates of Change of Population: Utah and U.S.
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Figure 4
Utah Historical and Projected Population Increases: Components of Change (Number)
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Figure 5
Utah Dependency Ratio Components
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Figure 6
U.S. Dependency Ratio Components
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Figure 7
Economic Diversity: Utah Relative to the Nation
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Figure 8
Utah Industry Employment Ranked by Average Annual Rates of Change:1998 to 2030
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Figure 9
Utah Industry Employment Ranked by Absolute Amounts of Change:1998 to 2030
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Table 5
Utah Components of Population Change

Beginning Natural Residual Ending  Percent

Year Population* Births Deaths  Increase  Migration Population®*  Change
1995 1,915,998 39,064 10,581 28,483 14,864 1,959,344 2.26%
1998 2,048,749 44,248 11,847 32,401 1,319 2,082,471 1.65%
1999 2,082,471 45,434 11,637 33,797 4,765 2,121,033 1.85%
2000 2,121,033 46,358 12,448 33,910 (4,733) 2,150,205 1.38%
2001 2,150,205 46,874 12,496 34,378 2,692 2,187,276 1.72%
2002 2,187,276 47,631 12,575 35,056 (6,158) 2,216,175 1.32%
2003 2,216,175 48,036 12,682 35,354 2,966 2,254,500 1.73%
2004 2,254,500 48,676 12,849 35,827 10,970 2,301,301 2.08%
2005 2,301,301 49,488 13,058 36,430 17,396 2,355,120 2.34%
2006 2,355,120 50,478 13,292 37,186 17,496 2,409,802 2.32%
2007 2,409,802 51,362 13,553 37,809 22,677 2,470,278 2.51%
2008 2,470,278 52,356 13,837 38,519 23,976 2,532,770 2.53%
2009 2,532,770 53,350 14,127 39,223 26,579 2,598,568 2.60%
2010 2,598,568 54,345 14,441 39,904 23,425 2,661,902 2.44%
2011 2,661,902 55,181 14,765 40,416 21,024 2,723,333 2.31%
2012 2,723,333 55,920 15,076 40,844 20,029 2,784,211 2.24%
2013 2,784,211 56,655 15,368 41,287 18,293 2,843,786 2.14%
2014 2,843,786 57,344 15,662 41,682 13,608 2,899,066 1.94%
2015 2,899,066 57,925 15,968 41,957 9,979 2,951,006 1.79%
2016 2,951,006 58,441 16,278 42,163 6,503 2,999,680 1.65%
2017 2,999,680 58,938 16,587 42,351 4,711 3,046,746 1.57%
2018 3,046,746 59,442 16,860 42,582 4,274 3,093,597 1.54%
2019 3,093,597 60,036 17,184 42,852 2,124 3,138,573 1.45%
2020 3,138,573 60,666 17,512 43,154 1,662 3,183,388 1.43%
2021 3,183,388 61,349 17,897 43,452 5,894 3,232,739 1.55%
2022 3,232,739 62,281 18,311 43,970 3,849 3,280,563 1.48%
2023 3,280,563 63,217 18,724 44,493 4,812 3,329,881 1.50%
2024 3,329,881 64,255 19,166 45,089 2,875 3,377,841 1.44%
2025 3,377,841 65,289 19,633 45,656 4,735 3,428,230 1.49%
2030 3,632,794 71,067 22,475 48,592 2,303 3,683,687 1.40%

Note:
All populations are dated July 1.
* Totals differ in this table from other tables in the report due to different release dates or data sources.

Source: 2000 Baseline Projections, Governor's Office of Planning and Budget, UPED Model System.
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Table 7
Population Projections by Selected Age Groups

Age 1980 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
Less than & years old 189,962 172,252 175,762 180,013 183,632 187,197 190,253 194,184 199,801 206,004 213,130
5-17 years old 350,143 456,783 466,478 472,890 477,708 483,136 485,336 486,846 488,378 485,320 483,559
18-29 years old 351,391 337,682 346,478 356,225 366,199 379,755 394,030 409,045 425,018 438,188 450,943
30-39 years old 184,866 261,192 271,417 279,102 285,070 290,099 292,179 292,899 293,866 291,716 291,912

40-64 years old 275,455 345,459 360,872 375,187 391,550 409,655 427,823 446,178 465,857 483,434 501,651

65 years and older 109,220 149,482 154,500 168,535 162,290 166,156 169,723 173,246 175,829 177,809 179,838
15-44 years old 678,160 789,887 822,144 849,906 876,666 906,916 932,674 956,534 978,344 990,538 1,002,238
16-64 years old 864,989 1,003,330 1,040,496 1,075,784 1,113,036 1,154,285 1,190,639 1,227,395 1,266,165 1,291,657 1,320,871

60 years and older 155,480 201,994 207,632 211,622 215,535 219,497 223,879 227,990 231,890 235,044 238,700
Total 1,461,037 1,722,850 1,775,507 1,821,952 1,866,449 1,915,998 1,959,344 2,002,398 2,048,749 2,082,471 2,121,033
Median Age 24 26 26 26 27 27 27 27 27 27 27
Age 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Less than 5 years old 219,157 225,285 229,555 233,897 238,158 242,697 247,309 252,201 257,302 262,631 267,670
5-17 years old 484,305 486,511 490,578 498,321 509,237 523,315 537,825 552,893 567,730 583,356 598,775
18-29 years old 453,208 457,065 461,101 466,776 474,320 480,871 486,361 491,507 496,962 502,528 505,449
30-39 years old 293,556 297,957 297,625 298,907 303,056 310,496 320,067 333,683 348,305 362,882 374,877
40-64 years old 518,174 536,388 551,380 568,156 584,955 602,234 618,146 635,440 650,907 668,418 689,711

65 years and older 181,805 184,070 185,936 188,443 191,576 195,507 200,094 204,554 211,564 218,753 225,420
15-44 years old 1,006,342 1,014,276 1,015,524 1,021,764 1,034,093 1,050,205 1,065,905 1,086,620 1,106,894 1,130,497 1,153,888
16-64 years old 1,340,543 1,364,820 1,382,442 1,404,801 1,432,766 1,465,867 1,499,482 1,637,507 1,574,281 1,612,492 1,649,561

60 years and older 241,878 246,118 249,634 256,207 263,242 270,402 277,151 288,716 301,287 313,834 327,277

Total 2,150,205 2,187,276 2,216,175 2,254,500 2,301,301 2,355,120 2,409,802 2,470,278 2,532,770 2,598,568 2,661,902
Median Age 28 28 28 28 28 28 28 28 29 29 29
Age 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2030
Less than 5 years old 272,262 276,559 280,503 283,886 286,733 289,193 291,464 293,712 295,899 298,285 345,067

6-17 years old 614,935 630,848 646,079 669,974 672,057 682,585 691,834 700,467 708,420 715,815 791,043

18-29 years old 506,726 511,349 514,959 519,776 525,706 532,237 540,854 550,294 558,990 567,638 675,761

30-39 years old 384,583 395,881 407,906 417,608 424,598 429,145 429,189 428,004 426,393 423,398 445704

40-64 years old 713,305 727,755 741,306 754,148 766,716 779,234 794,431 808,516 822,141 836,659 943,570

65 years and older 231,522 241,819 253,033 263,675 275,196 287,286 298,974 312,604 326,730 341,593 482,542

15-44 years old 1,177,915 1,203,493 1,229,175 1,252,060 1,269,585 1,283,251 1,301,224 1,319,123 1,336,476 1,352,800 1,500,847
16-64 years old 1,686,411 1,719,582 1,752,233 1,783,111 1,811,644 1,837,679 1,863,240 1,887,149 1,909,276 1,930,706 2,180,637
60 years and older 341,366 355,130 370,886 387,047 403,887 420,824 437,537 454,718 471,315 488,508 631,527
Total 2,723,333 2,784,211 2,843,786 2,899,066 2,951,006 2,999,680 3,046,746 3,093,597 3,138,573 3,183,388 3,683,687
Median Age 29 29 30 30 30 30 30 30 30 30 31
Note: \

Source: 2000 Baseline Projections, Governor's Office of Planning and Budget, UPED Model System.

1980 and 1990 populations are April 1 U.S. Census Modified Age, Race and Sex (MARS) populations; all others are July 1 populations.
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Table 8
Utah Population by Selected Age Groups as a Percent of Total

Age 1980 1990 2000 2005 2010 2015 2020 2030
Less than 5 years old 13.0% 10.0% 10.2% 10.3% 10.1% 9.7% 9.4% 9.4%
5-17 years old 24.0% 26.5% 22.5% 22.2% 22.5% 22.8% 22.5% 21.5%
18-29 years old 24.1% 19.6% 21.1% 20.4% 19.0% 17.8% 17.8% 18.3%
30-39 years old 12.7% 15.2% 13.7% 13.2% 14.1% 14.4% 13.3% 12.1%
40-64 years old 18.9% 20.1% 24.1% 25.6% 25.9% 26.0% 26.3% 25.6%
65 years and older 7.5% 8.7% 8.5% 8.3% 8.5% 9.3% 10.7% 13.1%
15-44 years old 46.4% 45.8% 46.8% 44.6% 43.3% 43.0% 42.5% 40.7%
16-64 years old 59.2% 58.2% 62.3% 62.2% 62.0% 61.4% 60.6% 59.2%
60 years and older 10.6% 11.7% 11.2% 11.5% 12.3% 13.7% 15.3% 17.1%
Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Note:

1980 and 1990 populations are April 1 U.S. Census Modified Age, Race and Sex (MARS) populations;
all others are July 1 populations.

Source: 2000 Baseline Projections, Governor's Office of Planning and Budget, UPED Model System.

Table 9
Utah Dependency Ratios

1980 1990 2000 2005 2010 2015 2020 2030
Dependency Ratio 80 82 70 69 70 72 74 78
Pop 0-4 per 100 Pop age 18-64 23 18 17 17 17 17 16 17
Pop 5-17 per 100 Pop age 18-64 43 48 38 38 38 39 39 38
Pop 65+ per 100 Pop age 18-64 13 16 14 14 14 16 19 23
Note:

1980 and 1990 populations are April 1 U.S. Census Modified Age, Race and Sex (MARS) populations;
all others are July 1 populations.

Source: 2000 Baseline Projections, Governor's Office of Planning and Budget, UPED Model System.
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Table 12

Projections of Average Household Size by County and District

MCD/County

BEAR RIVER
Box Elder
Cache

Rich
WASATCH FRONT
Davis

Morgan

Salt Lake
Tooele

Weber
MOUNTAINLAND
Summit

Utah

Wasatch
CENTRAL
Juab

Millard

Piute

Sanpete

Sevier

Wayne
SOUTHWEST
Beaver
Garfield

Iron

Kane
Washington
UINTAH BASIN
Daggett
Duchesne
Uintah
SOUTHEAST
Carbon

Emery

Grand

San Juan
STATE OF UTAH

Notes: January 2000 Baseline Projections
AARC is average annual rate of change.

1980

3.21
3.31
3.16
3.21
3.11
3.58
3.63
3.038
3.23
2.99
3.54
3.02
3.59
3.26
3.19
3.21
3.28
3.06
3.17
3.19
3.11
3.23
3.06
3.00
3.28
3.12
3.28
3.48
3.15
3.57
3.44
3.30
3.03
3.48
2.98
4.04
3.20

1990

3.28
3.29
3.28
3.25
3.05
3.44
3.55
2.98
3.07
2.94
3.57
2.90
3.64
3.14
3.17
3.06
3.32
2.84
3.20
3.11
3.07
3.13
2.97
2.99
3.21
2.98
3.14
3.33
2.70
3.38
3.33
3.12
291
3.43
2.59
3.68
3.15

2000

3.12
3.00
3.19
2.70
2.88
3.01
3.04
2.85
2.79
2.87
3.36
2.63
3.45
2.84
281
2.85
2.93
2.65
2.84
2.72
2.73
291
2.86
2.75
3.04
2.66
2.90
291
2.39
2.96
2.89
2.85
2.73
2.98
2.43
3.36
2.97

2005

3.07
2.90
3.17
2.61
2.82
291
2.90
2.80
2.74
2.85
3.35
2.57
3.45
2.77
2.72
2.77
2.72
2.59
2.80
2.64
2.63
2.89
2.85
2.70
3.10
2.59
2.86
2.75
2.29
2.82
2.73
2.70
2.64
2.74
231
3.12
2.92

2010

3.05
2.89
3.14
2.59
2.79
2.85
2.84
2.76
2.73
2.86
3.31
2.53
3.42
2.75
2.68
2.72
2.66
2.53
2.79
2.59
2.65
2.88
2.92
2.70
3.13
2.57
2.84
2.65
2.25
2.73
2.62
2.61
261
2.61
2.23
2.92
2.89

2015 2020 2030

3.04 3.01 2.92
2.90 2.87 2.71
3.13 3.10 3.05
2.66 2.76 2.48
2.77 2.73 2.66
2.82 2.77 2.67
2.80 2.75 2.66
2.73 2.70 2.63
271 2.68 2.63
2.86 2.85 2.79
3.28 3.22 3.14
2.49 2.45 2.37
3.39 3.34 3.27
2.73 2.69 2.58
2.65 2.59 2.46
2.68 2.60 2.47
2.64 2.60 2.42
2.46 2.37 2.26
2.77 2.72 2.59
2.54 2.48 2.35
2.62 2.56 2.44
2.87 2.83 2.75
2.94 2.90 2.80
271 2.70 2.65
3.13 3.10 3.07
2.57 2.55 2.48
2.82 2.78 2.69
2.59 2.53 2.37
2.20 2.18 2.09
2.67 2.60 2.47
2.56 2.49 2.32
2.54 2.46 2.33
2.57 2.52 2.40
2.53 2.44 2.29
2.17 211 1.99
2.78 2.66 2.48
2.86 2.83 2.75

AARC
1990-2030

-0.29%
-0.48%
-0.18%
-0.67%
-0.34%
-0.63%
-0.73%
-0.31%
-0.38%
-0.13%
-0.32%
-0.50%
-0.26%
-0.49%
-0.63%
-0.54%
-0.79%
-0.57%
-0.53%
-0.70%
-0.58%
-0.33%
-0.16%
-0.30%
-0.12%
-0.46%
-0.39%
-0.84%
-0.64%
-0.78%
-0.89%
-0.73%
-0.47%
-1.01%
-0.66%
-0.98%
-0.34%

1980 and 1990 average household sizes are April 1 U.S. Census household sizes; all others are July 1 household sizes.
Sources: U.S. Bureau of the Census; Utah Population Estimates Committee; Governor's Office of Planning and Budget,
2000 Baseline, UPED Model System.
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The “New Economy”

New information technologies have been instrumental in the
emergence of a “global” economy in the last ten years. Consumers
are buying more foreign goods, a growing number of firms now
operate across national borders, and savers are investing more
than ever before in far-flung places. Indeed, globalization has
become the buzzword of the 1990s, and national economies are
undoubtedly becoming steadily more integrated as cross-border
flows of trade, investment and financial capital increase.

However, a global economy does not necessarily mean an
economy where foreign trade is predominant - which is certainly
not the case in the United States. Although the external trade sector
(imports and exports) is increasing rapidly in the US, it was only 6%
of Gross Domestic Product in 1970, a little over 10% at the start of
the decade, and is still less than 20% of GDP.

In addition, despite popular perception, while the globalization of the
economy undoubtedly puts competitive pressure on firms, most
international trade is and will remain for the foreseeable future,
between the industrial countries, limiting the impact of newly
industrializing economies on domestic labor markets. Furthermore,
the expansion of the world economy to newly industrializing areas in
Asia and in Latin America creates new markets, raises demand for
goods and services, and thus increases employment in both
developing and developed economies.

A global economy is, however, one in which strategic, core activities
function in real time on a worldwide scale. And this globalization
became possible only recently because of technological
infrastructure provided by telecommunications, information systems,
electronic machinery, and computer-based transportation networks.
Thus much of capital, technology, management, information, and
core markets are global. Further, it is projected that new technology
will encourage further integration. Telecommunication prices will
probably fall even more sharply over the next decade.

As the “new economy” grows, it alters ever more aspects of
American business and is affecting even more parts of the country.
Productivity figures are finally starting to show that the accessibility
of up-to-date information offered by information technology has
allowed substantial improvements in corporate efficiency.
Production planning is made easier; inventories can be reduced;
delivery lead-times fall; and the nature of distribution is altered. The
Internet and its associated technologies will help make markets
progressively more transparent by disseminating real time
information, allowing buyers and sellers to compare prices in
different countries. All of these factors increase the flexibility of

capital goods, making capital investment more attractive and
productive.

On the other hand, we are all familiar with the negative side of the
ledger: the worry that US living standards are falling and Americans
aren't as well off as they were 25 years ago. By some calculations,
after adjusting for inflation, average wages have been stagnant or
declining since the mid-70's, and it now takes two workers to
maintain a middle-class lifestyle. The perception is that the United
States, with a widening trade deficit and fewer manufacturing jobs,
is falling behind as other nations grow faster.

In one sense, the scope of the problem tends to be exaggerated. In
many economies, competition (domestic as much as foreign) and
new technology are touching people who were hitherto immune
from such forces. As the Economist puts it, “While it seems to many
that the world has changed in a terrifying way; often it is merely that
their corner has become more like the world at large”. Moreover,
crucial aspects of “living standards” are debatable. Have real
household earnings stagnated, as is so often reported? It depends
what you mean by “real’, because inflation adjustments have been
notoriously problematic. It depends what you mean by “household”,
because the composition of American households has changed a
lot over the last twenty-five years. It depends what you mean by
“eamings’, because employers now pay their workers a significantly
larger share of total compensation in the form of non-wage benefits.

Indeed, the complexity of the new interactions in the new global
economy can barely be captured by traditional measures. According
to a report by the Organization for Economic Cooperation and
Development, the evidence increasingly shows that the impact of
trade on the labor force has been underestimated. The best
estimates are now that between 1960 and 1990, skilled workers in
Europe and the US benefited from the process of globalization, both
in employment and wages. But unskilled workers were buffeted by
competition from developing countries. By most statistics, demand
for unskilled labor has dropped by some 20 per cent, and real
wages have declined.

In reality, technology simultaneously creates and destroys
employment. The balance between the two is affected by individual
attributes, firms' strategies, and government policies. Globalization
of production does put pressure on workers and eliminates many
unskilled manufacturing jobs in the advanced economies, but it also
creates jobs, both in skilled professional occupations as well as
unskilled services. Aren't most new jobs in the low-skilled,
MacDonald-type jobs? This is another of the myths that seem to
dominate the debate. High-skilled jobs are more in demand by
employers than low-skilled ones, and overall the occupational
structure is being upgraded. Of the 50 jobs projected to be the
fastest growing in Utah over the next decade, 36 would fit this
pattern; as would half of the 50 occupations projected to have the
most total new jobs. Overall, the dominant trend is towards the
automation of routine tasks and the retraining and upgrading of
work content in middle skill level job categories.

In a sense the “new economy”, or “digital economy”, or “technology
economy” means no more than “ the rapid growth of high-tech firms
and workers”. According to the US Commerce Department, in real
terms, American companies increased their annual investment in
computers fourteen-fold in the 1990s, while other capital investment

Economic Development Activities 41



hardly rose at all. As a result, the info-tech industry has grown at a
startling rate. Although perhaps somewhat overstated, it claims that
between 1995 and 1998 the IT sector, despite accounting for only
about 8% of America’'s GDP, contributed, on average, 35% of the
country’s economic growth. By 2006, according to its report “The
Emerging Digital Economy II", almost half the American workforce
will be employed in industries that are either big producers or
intensive users of information technology.

Economic Development Activities

While the nature, or even the existence of the “new economy” may
be debated, the trends in the US economy outlined are having a
profound effect on industries and occupations. These, in tum, have
important ramifications for state economic development activities.

Although every industry has different requirements, there are four
main components of a state's “business climate”. The first,
essentially outside government control, is location. In Utah, with a
central location among the markets of the west, abundant natural
resources, and relatively low energy costs, economic development
efforts have traditionally benefitted from location factors.

The second is the quality and availability of infrastructure, including
such things as telecommunications, airports, highways, and
railroads. The new economy has moved communications
infrastructure to the top of the list. In anticipation of the 2002
Olympic Winter Games, communications companies are spending
some $200 million to install more than 400 miles of fiber-optic cable,
10 high-speed SONET telecommunications rings, and an extensive
high-speed networking system. This will be part of Utah’s Olympic
legacy. In other areas, Utah is stretching its resources to maintain a
leading position. The state is spending some $2.8 billion over 10
years for roads and transportation infrastructure. The Salt Lake
International Airport is planning a $1.26 billion expansion.

The component has been receiving the most attention the last few
years is the state’s “incentive packages’ and the tax and regulatory
environment. Although most experts agree incentives can play a
critical role in picking one site over another, all other factors being
equal, they also agree that incentives are almost never the primary
consideration. According to Plants, Sites, and Parks, a site selection
magazine, companies make their relocation decisions based on
such key factors as the quality, cost, and availability of the labor
pool, transportation network, market proximity, facility costs, utility
infrastructure and executive lifestyle. They cite a 1998 survey which
found that business people replied "no" by a 5-to-4 ratio when
asked: "Do local or state government incentives play a part when
considering a corporate relocation?"

By far the most important consideration is the quality and availability
of labor. This is not surprising when on average labor accounts for
58% of total business costs. Further, labor costs are about 14 times
that of state and local business taxes. In the past the other factors,
such as natural resources and proximity to markets and suppliers
were predominant, and are clearly still important; but in a
technology driven economy, competitive advantage is based
primarily on the education and skills of the labor force.

In their recent report “Economic Development Policies of the
States”, the Utah Foundation determined that, “Economic incentives
are, at best, tools that can occasionally make the difference in
attracting a company to the state or in helping an existing company
expand in the state. This is true when other essential items, such as
a good workforce, adequate infrastructure, stable fiscal environment
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and a generally high quality of life are already in place. Most
important is the state’s workforce. This means continued focus on a
quality educational system, both public and higher education. There
is substantial agreement among Utah economists that it is Utah’s
fast-growing and productive workforce that is the state’s greatest
asset. The state high birth rate assures the state of a fast growing
workforce. The state’s educational system (with sufficient financial,
public and parental support) must mold this workforce into a well-
educated one.”

This rapid labor force growth has been a substantial advantage for
Utah. Since 1960 the population in Utah has increased an average
of 2.3% per year, compared to 1% for the US. And during this
period, Utah often enjoyed substantial in-migration of skilled
workers. Secondly, it is relatively well educated. Utah ranks 2™,
81.5, in percent of the population completing high school. It ranks 4"
in those with a high school diploma and a college education up to a
Bachelors (62.9%), and it places 14™ (22.2%) for those with a
Bachelor’s or higher. Third, it is comparatively young. The average
age of the US labor force is over 41 years, while in Utah it is 37
years. With a young labor force comes competitive wage rates. The
national average annual wage in 2000 is projected at $34,500
compared to $28,400 in Utah. Finally, surveys of companies and
business executives routinely complement Utah workers on their
strong work ethic.

On the other hand, the ability of the system to provide basic skills is
being called into question. According to a recent survey conducted
by the National Association of Manufacturers and Grant Thornton,
88% of US manufacturers report a shortage of qualified workers in
at least one job category. 60% say their workers lack basic math
skills, 55% find their workers are seriously weak in basic writing and
comprehension skills, and 63% say their workers are tardy,
chronically absent, or unwilling to work a full day. Half found it
difficult to give employees more responsibility. Two thirds say they
are having difficulty improving productivity and upgrading
technology.

Employers also increasingly recognize that once hired, they need to
retain their qualified employees. According to the National
Association of Manufacturer's survey, just over 80% of respondents
said that they offer educational and training opportunities, beyond
remedial programs, to employees. In addition, 96% of respondents
spent some amount on training their non-management workers, and
nearly half invest 2% or more of payroll to train their shop floor and
other hourly workers. This compares to 1991, when their survey
found that companies were spending an average of less than 0.5%.

According to recent Bureau of Labor Statistics figures, employers
with 50 or more employees spend about $330 per year per
employee on training, not including the wages of the employees or
the cost of materials and equipment. This figure alone is over

$18 billion per year. The Progressive Policy Institute estimates that
corporate training budgets are about 0.7 percent of GDP, or

$58.6 billion. However, all employees are not equal. Training is
more prevalent among highly educated workers than other workers:
61 percent of college-educated workers participated in on-the-job
training in 1991, compared to 22 percent of workers with a high
school degree. This may be in part because more-educated
workers are in greater need of training to perform more complex
jobs, but there are other possibilities discussed later.

An indication of Utah's lead in the training area is a survey of
employers sponsored by the Department of Community and
Economic Development, also in 1991. At that time, 87% of Utah



employers surveyed offered some “in-house” training, and of those
12% offered basic/remedial skills, 64% management training, and
86% training in technical skills. The percentages have undoubtedly
increased since.

Nevertheless, a December 1995 survey conducted by Dan Jones
and Associates for the Utah Partnership for Educational and
Economic Development found that the primary challenge facing
employers in Utah is finding qualified applicants (56%). 57% said
they needed employees with basic reading, math, and
communication skills. 20% cited a need for learning ability and
technological literacy. Almost 40% claimed problems finding
employees with a strong work ethic/positive character attributes.

The Contribution of Education to Economic

Performance

“Human capital’-- the skills and competences of individuals -- is a
powerful determinant of national and state economic performance,
business productivity, and individual labor market outcomes. It is a
long-standing fact in most countries that better-educated individuals
have, on average, higher earnings, higher rates of labor force
participation, and lower unemployment than those with fewer
qualifications. According to a study by the Organization for
Economic Cooperation and Development:

Labor force participation rates rise with educational attainment. The
relationship is especially strong for women. In the US the
participation rate rises from 45% for women without a high school
diploma to 82% for those with a university education. The
relationship is somewhat weaker for men, because their
participation rates approach universal levels. However, even in the
case of men, those with less than a high school diploma have
markedly lower participation rates than any other group. The US
numbers are a 72% participation rate for men with less than a high
school diploma, rising to 93% for those with a university education.

The relationship between educational attainment and earnings is
even stronger than for labor force participation. According to the
Bureau of the Census, while it is true that only about 22% of all jobs
require a bachelor's degree or more, and another 23% an
associates degree or intensive on-the-job training, the economic
return associated with increased schooling, especially a college
education, is clear and growing. Since 1963 the importance of a
college education has increased for men. College-educated men
had a median income of $47,126 in 1997, a 22 percent increase
since 1963 ($38,496 in current dollars). In all other educational
groups, men'’s incomes have actually declined, in real terms, since
1963. The incomes of women have risen for all educational groups
since 1963. The largest increase is among women with a bachelor's
degree or higher, whose incomes have grown $10,338 to $29,781
in 1997, or 53.2%.

There is a strong relationship between educational attainment levels
and unemployment. In all countries, the least qualified experience
higher unemployment than anyone else, usually by a wide margin.
In the US, the unemployment rate for persons with less than a high
school diploma is twice that of graduates and over three times that
of those with a university level education.

One line of reasoning goes that the better labor market experience
of more educated workers is attributable to the fact that education
provides skills, competencies, and knowledge that enhance
productivity. Another argues that employers prefer to hire more
educated persons not because of the productivity-enhancing

qualities of education, but because educational attainment serves
as a screening device enabling them to select individuals who are
inherently more productive or who are more likely to succeed in
high-productivity jobs. However, according to the OECD, research
increasingly shows that education plays a significant role in human
capital formation, over and above any function as a screening
device. They support the view that human capital growth contributes
positively to national economic performance.

Conclusion

In the US and other rich economies the mix of jobs is changing
rapidly, away from manufacturing and towards services, both old
and new. But what many of the new jobs have in common is that
they are based to a greater extent than before on information. The
new jobs in tomorrow’s industries, in manufacturing and services
alike, will call for more than learning fixed, structured tasks. They
will require workers that are literate in both reading and numbers,
adaptable and trainable- in a word educated.

It has also become apparent that labor market requirements are
changing so quickly that in order to maintain their employability,
individuals should seek to acquire new skills and competencies,
over and above those acquired in initial education and training. One
of the main reasons for the labor market success of people with
high levels of educational qualifications is that they are more likely
to have the skills and motivation to continue learning throughout
their lives.

Technology will continue to power globalization, and by allowing
more efficient use of world resources, globalization will boost
average incomes. However, the costs and the benefits will be
unevenly distributed. Many people- notably unskilled manufacturing
workers in rich economies-will find the demand for their labor falling
as the jobs they used to do are mechanized or performed more
cheaply elsewhere. Employment figures for the US from the mid-
80's to the mid-90's show that for 33 major industry groups and
divisions, the share of jobs requiring less than a H.S. diploma
declined in 28.

Thus, the high levels of investment in training by employers noted
earlier also tend to widen the gap in learning and economic
outcomes between the least- and most- qualified. Those with low
educational qualifications tend to be doubly handicapped, first by a
lower overall likelihood of participating in various forms of learning,
and second by the fact that they are more likely to be concentrated
in industries in which employment of less skilled workers is declining
in relative, and in many cases, absolute terms.

In summary, the evidence on the contribution of continuing learning
to enterprise performance and individual labor market outcomes
show that there are potentially strong financial incentives for
governments, businesses, and individuals to invest in training.
Commenting on one of its own studies, the OECD observed “this
emphasis on lifelong learning in an organization concerned primarily
with economic development reflects the growing realization that
knowledge is potentially the key factor input that determines
comparative advantage in advanced modern economies’.

However, Utah state and local government already spends some
$3.5 billion on education. Other than striving to maintain adequate
levels of funding for both public and higher education, what can
government do to promote growth in productivity and raise overall
living standards?
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Perhaps most importantly, it can play a role in making learning more
affordable by helping to reduce its costs. This can be accomplished
by encouraging and disseminating innovations that enhance the
efficiency and quality of learning, regardless of the setting in which it
occurs. Possible measures include formally evaluating the cost-
effectiveness of different teaching and learning approaches,
including those that are technology-based; seeking ways to
stimulate competition among training providers; or finding other
means to strengthen incentives for providers to adopt cost-effective
teaching and learning approaches.

The fact is; as noted above, the preponderance of training actually
carried out i<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>