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PREFACE

This report describes Utah’s economic performance over the past year, points out some significant trends,
and provides an outlook for the short and long term. Additionally, the report describes, in some detail, the changes
and trends in employment, wages, personal income, gross state product, retail sales, and construction in Utah. It also
includes information on Utah’s population growth and demographic trends. Considerable national economic
information including GNP, interest rates, and prices are also included.

This 1992 Economic Report to the Governor is the sixth of an annual series. It represents a joint effort
between several state agencies, representatives of which comprise the State Economic Coordinating Committee. This
committee was formed in 1986 by request of the Governor. The principal purpose of the committee is to promote
better economic data and analysis of economic issues through interagency cooperation. Another purpose is (0
develop an economic outlook to assist in generating revenue estimates. The committee is comprised of the following
agencies:

Utah Office of Planning and Budget

Utah Department of Employment Security

Utah Department of Community and Economic Development
Utah State Tax Commission

Utah Division of Energy

University of Utah, Bureau of Economic and Business Research
Weber State College, Department of Economics

First Security Bank Corporation

Key Bank of Utah

Utah Foundation

Utah State University, Department of Economics

Brigham Young University

This report contains the most recent data available as of December 15, 1991. However, all of the data for
many of the categories for 1991 have not been finalized. Therefore, annual totals and annual averages have been
estimated for the current year based on all actual data which have been collected to date. These data are referred
to in the report as preliminary estimates. Revisions to these data items will be made in 1992 after all data have been
collected and processed.

Much of the information described in this report is found in other state publications. This report is an effort

to summarize and interpret much of that economic and demographic information in a single document. The
publications in which more detailed information can be found are listed in the appendix.
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STATE OF UTAH

NorMAN H. BANGERTER OFFICE OF THE GOVERNOR
GOVERNOR SALT LAKE CITY
84114

January 23, 1992

My Fellow Utahns:

I am pleased to present the sixth annual Economic Report to the Governor. This report is the result
of a consensus effort of the Utah Economic Coordinating Committee, which comprises many state and
private entities. This committee has been extremely helpful to me not only in producing this report
but also in assessing future revenue resources.

The Economic Report to the Governor covers trends in employment, wages, personal income, energy
resources, tax revenues, population, and demographics. As in the past, it includes an "Outlook” section
for the nation, region, and state. The "Special Studies” section examines four topics: the 1990 Census,
Utalr's defense industry, the primary metals industry, and Utah’s national press coverage.

We should all be proud of Utah’s excellent economic performance during 1991, as reflected in this
report. We will begin 1992 with one of the strongest economies in the United States. Utal's
employment growth was one of the highest in the nation, while our unemployment rate was one of the

lowest. The state’s personal income growth was double that of the nation, as was our population
growth.

Utal’s economy is very much affected by national and international events. Our dynamic economic

environment makes the Economic Report to the Governor an important source of information that can
help our citizens make sound decisions about the future.

I encourage you to take the time to read it.

Singerely,

rman H. Bangerter
Governor
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EXECUTIVE SUMMARY

Overall conditions in Utah remain very positive and 1991 will close with Utah having one of the strongest
economies in the United States. Perhaps the most important indicator is that Utah’s job growth rate in 1991 is
estimated at 3.1 percent, nearly 22,400 new jobs, while jobs nationally have actually declined. Utah has experienced
the third fastest job growth rate in the U.S. during 1991. Utah has now experienced four consecutive years of 3
percent or better job growth. Not since the 1976 - 1979 period has that kind of sustained growth been present.

As layoffs occurr elsewhere it appears that Utah has surfaced as one of the "places to be." Utah’s national
recognition has certainly helped advertise Utah as a great place 0 do business and to live. Utah has received
favorable national recognition over the last two years in almost every major national periodical publication including:
U.S. News and World Report, Time Magazine, Business Week, Money, Fortune, Financial World, The Economist,
The London Times, The Los Angeles Times, The New York Times, Boston Globe, Kiplinger Personal Finance, USA
Today and many more. In addition, Utah received much worldwide recognition as a result of being "America’s
Choice" for the 1998 Winter Olympic Games, even though we finished second to Nagano, Japan in June.

One of the major outcomes of relative economic strength and national recognition was that Utah
experienced net in-migration for the first time since 1983. Not only did we undergo in-migration but the magnitude
of 19,000 is the highest level in more than a decade, and the third highest in 40 years. This in-migration trend
occurred in 25 of Utah’s 29 counties.

Just as out-migration provided a challenge for Utah to provide more and better jobs, substantial levels of
in-migration can create a "boom" situation which may be difficult to keep up with. Our challenges in state
government and in the private sector are certainly not over just because we have at least temporarily reversed the
trend of out-migration.

The expansion of existing firms and the entrance of new firms into the Utah economy in 1991 increased
substantially compared to recent years. New openings and major expansions included, but were not limited to,
McDonnell Douglas, Sears Payment Systems, Kennecott, Wal-Mart, UP&L Gadsby Plant, Black Diamond, Charter
QOak Partners, Shopko, Softcopy, Novell, Jahabow, Sorex Medical, Aerotrans Corp., Gates Rubber Corp., Morton
International, Zero Corp., Continental Airlines, Compeg Manufacturing, Kem River Gas Transmission, Flameco, GTE
Health Systems, Borden, Rexene, Arrowhead Dental Laboratories, Longview Fiber, Environmental Power Corp., Key
Corp., Odyssey of America, Mars, Semicon Systems, New Image Litho, Delta Center, and Gull Laboratories.

However, it must be mentioned that Utah has not been totally immune to the national recession. Annual
personal income growth fell from a peak of 9.3 percent in the third quarter of 1990 to 7.4 percent in the second
quarter of 1991. Job growth has continued to decline from an annual peak of 5.3 percent in November 1989 t0 2.9
percent in October of 1991. The unemployment rate in Utah hit an 11-year low of 4 percent in April 1991 but
registered 5.4 percent in November. Consumer confidence declined 6.4 percent in Utah in October compared to a
4.6 percent drop nationwide. Utah consumer sentiment remained above the U.S. average, however, and was still up
23 percent over October of 1990.

Utah’s Urban and Rural Economic Performance

Solid economic performance statewide is aiso tempered by the dichotomy between metropolitan and
nonmetropoiitan economic activity. In what has been cailed the "two Utahs”, employment in metropolitan counties
increased by 5.0 percent during 1990, compared with 3.5 percent in nonmetropolitan counties. Two nonmetropolitan
counties had unemployment rates in the double-digits and the rate in much of rural Utah exceeded the U.S. rate
during 1990, even though it was a year of significant economic expansior in Utab. Four nonmetropolitan counties
lost jobs and nine nonmetropolitan counties lost population in 1990. Nonmetropolitan Utah’s struggle has occurred
because of a structural ransformation from a natural resource and agricultural based economy to a service and trade
based economy. When natural resource prices dropped during the 1980s, the economies in both metropolitan and
nonmetropolitan Utab were impacted. But, because metropolitan Utah’s economy is more diverse, the downturn in
the natural resource sector did not have such a lasting effect and metropolitan Utah recovered more easily.
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While it is too early to tell entirely how nonmetropolitan Utah has performed during 1991, it now appears
that it is also beginning to recover, largely because of increases in both tourism activity and natural resource prices.
Preliminary migration data show that 25 out of Utah’s 29 counties experienced net in-migration during 1991. Also,
from 1990 to 1991, only two counties lost population. The population in three counties, Summit, Wasatch, and
Washington, increased by over 5.7 percent, significantly higher than the state average of 2.7 percent. These counties
have well-established tourism industries, and in the case of Summit and Wasatch, have convenient access to the Salt
Lake metropolitan area.

Although the preliminary data suggest that the economies in nonmetropolitan Utah are improving, the level
of economic distress is still greater than in metropolitan Utah. Continued emphasis needs to be placed on improving
the economic conditions in nonmetropolitan Utah.

Labor Market Activity

Although the U.S. labor force became involved in a recession during 1991, Utah avoided slipping into a
recession. Nevertheless, the State was not totally immune to national economic problems. Job growth slowed and
unemployment rose for a time, however, the Utah labor market retained a relative strong economic stance.
Unemployment averaged 5.0 percent in the State--0.7 points higher than last year. However, much of the rise in
Utah’s unemployment rate came from new labor force entrants and re-entrants, not layoffs. Many of the jobless
appear to have come from states faced with weaker economies than Utah.

During 1991, Utah added roughly 22,400 new nonfarm jobs for a growth rate of 3.1 percent. While
significantly slower than the 1990 expansion of 4.7 percent, Utah has continued to create jobs while the nation in
general experienced declining employment. Construction, services, finance/insurance/real estate, and trade showed
expansion in the "average or better” category. Government growth was slow due to defense cutbacks. Mining
showed no growth while Manufacturing succumbed to the economic pressure with a net decline in employment.
Transportation/communications/utilities added only 300 new jobs in 1991.

Expansion in total wages (ap 7 percent) proved even stronger than employment growth. The State’s 1991
average monthly wage is expected to reach $1710--up 4 percent from 1990. However, the average Utah worker just
barely kept up with inflation.

Roughly 71 percent of the State’s civilian, noninstitutionalized population over the age of 16 participated
in the labor force during the year. This "participation rate” ranks significantly higher than the national average of
66 percent. More Utah women (61 percent) and Utah men (81 percent) take part in the labor market than their
national counterparts (58 and 76 percent respectively).

Personal Income

Utah’s 1991 total personal income (TPI) is estimated to be $25.9 billion, an increase 7 percent from the
1990 total. Although this is a slight slowdown from 1990’s TPI growth of 8.6 percent, Utah’s 1991 growth rate is
double that of the U.S. A notable difference between the economic composition of Utah and the United States is
that Utah dividends, interest, and rent comprise a somewhat smaller (14 vs. 17 percent) share of TPI. Thus, Utahns
must rely to a greater extent on earnings.

The industrial composition of Utah’s TPI has changed dramatically in recent years. In 1980 goods-
producing industries (mining, construction, manufacturing) generated over 31 percent of Utah’s total earnings. By
1991 that share had dropped io 24 percent. Correspondingly, service-producing industries increased in importance--
from 67 percent of total earnings in 1980 to nearly 75 percent in 1991.

Utah’s 1991 per capita personal income (PCI) is estimated at approximately $14,600, which is only 76
percent of the U.S. figure. Nevertheless, this is an improvement over the 1989 comparison, which pegged Utah PCI
at 74 percent of the U.S. PCL

4 State of Utah



Gross State Product

The Gross State Product (GSP) is the gross market value of the final goods and services produced by the
labor and property located within a state. GSP estimates for Utah and other states have just recently been received
with information through the year 1989. Prior to this, the last year for which GSP was available was 1986. GSP
has increased 17.3 percent since the 1986 data was released. Utah’s $28.1 billion GSP was the 35th largest in the
nation in 1989, and the 17th fastest growing between 1977 and 1989. While the national average annual growth rate
was 8.4 percent, Utah’s was 8.9 percent.

Utah’s economy outperformed each of its Rocky Mountain neighbors during the period 1977 to 1989. Its
average annual rate of growth of 8.9 percent exceeded Colorado’s 8.6 percent, Idaho’s 7.4 percent, Montana’s 6.2
percent, and Wyoming’s 6 percent.

Following the national trend, Utah’s is a more Service-industry oriented economy than it was in 1977.
Increases in the share of GSP were also experienced by TCPU (Transportation, Communications and Public Utilities),
FIRE (Finance, Insurance and Real Estate) and Manufacturing. Losses in industry share were found in the Mining,
Construction, Agriculture, Retail and Wholesale Trades and Government industries.

Demographic Characteristics

On July 1, 1991 Utah’s population reached 1,775,000, an increase of 2.7 percent over the July 1, 1990
population. - The rate of growth is the fastest since 1982, and the first time since 1983 that Utah has experienced net
in-migration. During Utah’s period of economic stagnation, out-migration reached a record high of over 14,000 in
1988. However, due primarily to Utah’s strong economic performance in 1989 and 1990, net out-migration was
substantially reduced. Out migration was estimated to be approximately 10,600 in 1989 and 3,600 in 1990. Fiscal
year 1991 experienced a turnaround, with net in-migration of almost 19,000. While Utah has experienced robust
employment growth in the past few years, it is assumed that a large number of the people moving to, or back to,
Utah are doing so as a result of the poor economic conditions in the area they were living in, rather than solely due
to economic opportunities in Utah.

Natural increase is the number of births minus the number of deaths over a period of time, generally one
year. The number of deaths in Utah has climbed proportionally with the total population. The number of births
peaked in 1982, and has declined almost every year since, until 1991. In fiscal year 1991, the preliminary count of
births was 36,312, an increase of 2.1 percent over the previous year. This is the largest percentage increase in births
since 1980.

The population increase in Utah was distributed across aimost all counties. Twenty-five of Utah’s twenty-
nine counties experienced net in-migration in 1991. Summit County was the fastest growing county in Utah in 1991,
with 6.1 percent growth. Washington County had the second fastest growth, with 5.7 percent, followed by Wasatch
(5.6 percent), Piute (5.2 percent) and Uintah (3.8 percent). Eighteen counties experienced growth of 2 percent or
more, compared to only five counties in the 1989-90 period. Like rural areas across the nation, the rural regions in
Utah grew slowly or lost populations during the 1980s, so it is of significant interest to note that over half (10) of
the 18 counties with 2 percent or more growth in 1991 were located in the rural areas of Utah.

Gross Taxable Sales

Another indicator of the recent strength of Utah’s economy is mirrored by gross taxable sales and
purchases, the base of Utah’s fiscally important sales and use tax. These sales have expanded fourteen straight
quarters beginning in the second quarter of 1988. Growth rates have varied between 4.4 and 8 percent during the
expanston. During the first three quarters of 1991, gross taxable sales have risen about 7 percent. Sales from the
latest quarter, the third calendar quarter of 1991, indicate continued strength, ranging from 7 to § percent.
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Three distinct sectors of taxable sales, however, show contrasting trends which possibly foretell somewhat
slower growth in 1992. One sector, business investment and utility sales, jumped 16 percent during the first baif
of 1991. Construction of a major pipeline through the state, as well as a cold winter in 1990, may be signs that over
haif of the growth was one-time spending. Consequently, business investment is expected to flatten out in 1992.

The largest sector of gross taxable sales (57 percent), retail trade sales, rose only 3 percent in the first half
of 1991, but is expected to pick up in the latter half and then grow over 6 percent in 1992. Finally, the taxable
service sector, which rose over 8 percent in the first half of 1991, is expected to see its growth improve o a 10
percent gain in 1992.

Due to the levelling of business investment at respectably high levels, Utah’s total gross taxable sales
growth should siow from an estimated 8 percent increase in 1991 to about 5 percent in 1992. This forecast is based
on the assumptions that non-agricultural wages and salaries continue to grow in the 7 percent range, consumer
sentiment in Utah continues to be higher than the nation’s, and that businesses expand their taxable investment
modestly over the next year.

Construction Activity

The significant increases in construction employment during 1991 resulted from the increased home building
activity with permit value up by 27 percent. Nonresidential comstruction activity was down as was additions,
alterations and repairs. Total permit construction, however, was up by 4.3 percent. For 1992, residential is expected
to continue its rise to 9,100 units with 90 percent single-family. Nonresidential will continue with slight declines.
Total permit construction in 1992 should exceed 1991 levels by approximately 2 percent. Heavy and highway
construction depends largely upon federal funding which should increase highway construction activity later in 1992,

Prices, Inflation and Utah’s Cost of Living

The pace of inflation decelerated significantly throughout 1991, and the expected 1992 gain at 2.5 to 3
percent is the lowest since 1986. In January 1991, impacted by war-related oil prices, the national consumer price
index was 5.7 percent above the prior year. By October, the year-over increase had fallen to 2.9 percent. The 1991
annual average increase is estimated at 4.2 percent, compared with 5.4 percent in 1990.

Several factors have contributed o an outlook for lower inflation in 1992, including a sluggish national
economy, layoffs are narrowing wage gains, gold and raw material commodity prices are flat to lower, the U.S.
Dollar is firm, and growth in the money supply is below targets. Despite this litany of deflationary factors, the
nation’s bond market remains uneasy about an economic-policy overshoot which could re-ignite future inflation.

The American Chamber of Commerce Researchers Association (ACCRA) Cost of Living Index is prepared
quarterly and includes comparative data for approximately 270 urban areas. The index consists of price comparisons
for a single point in time, but it does not measure inflation or price changes over time. What it does measure is the
differences among areas in the cost of consumer goods and services, as compared with a national average of 100.
The second-quarter 1991 composite index for Salt Lake City was 93.8, or 6.2 percent below the national average
for the quarter. Other Utah cities included in the second-quarter survey were Cedar City (89.5), Provo-Orem (95.1),
and St. George (100.6).

Energy Production, Consumption and Prices

In 1991 Utah’s primary energy producing sectors will produce an estimated 830 willion Btu’s of primary
energy. This energy production will be used for consumption in Utah, shipped to other states, and exported to
overseas markets. In 1991 coal will account for 62 percent of the total primary energy production in Utah, while
natural gas production will contribute 19 percent. An additional 18 percent will be produced in the form of crude
oil. Electricity generated from non-fossil fuel resources, such as hydro and geothermal energy, will make up the
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