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THE LONG ROAD BACK TO FLAT
February’s distribution (December sales), the largest monthly distribution of 
the year, is down 2.5% from 2009.  What does this mean for the future recovery? 

The February (December monthly sales) local option sales tax distribution is down 2.5% from the same month in 

2009.  This news comes with a mixed response. On the positive side, it is becoming more and more apparent that the 

recession is now over and we did hit bottom during the late spring or early summer of 2009.  However, sales tax revenue 

is still in decline compared to last year. And, keep in mind that last year was well below the previous year. So how far 

have we really dropped? In real dollars, February’s distribution has dropped over 20% from 2007. Slowly consumer 

purchases are increasing, leading us back to a level or flat sales tax distribution. It is still a long road to get back to flat 

however, sales tax revenue for Utah’s cities and towns has been lower than the previous year in 21 of the last 22 

months. 

What can we expect for the next four months of this fiscal year? The economic recovery is sending mixed signals, 

primarily due to concerns that employment will take months (or years) to recover before we experience any job growth.   

January’s retail sales increased by 0.5% from December and is up 4.7% from January 2009.  In January consumers 

purchased more electronics and appliances (some durable goods purchases that likely were postponed for months). This 

should be a good sign for Utah’s March sales tax revenue.  However, the consumer sentiment edged down in February 

even though it has been trending upward in the past 12 months.  This indicates that consumers are still somewhat 

pessimistic about this economic recovery. 
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Sales Tax 
Reviewed 

       The February 2010 local option sales tax generated 
$41.5 million in statewide tax revenue.  This dropped 
2.5% from the previous year (as noted earlier); however, 
this drop is only part of the story.  In nominal dollars, 
not adjusted for inflation this $41.5 million is a 16% 
drop from the peak of $49.4 million in 2008.  When 
adjusting each year for inflation to determine a real 
number comparison the sales tax revenue collected for 
the February distribution is down 23% from 2007.  
Adjusting for inflation also illustrates that this $41.5 
million in sales revenue is the lowest February 
distribution in eight years. 

      Another important measure of tax revenue adequacy 
is to review the tax on a per capita basis. A per capita 
analysis helps determine a relationship between tax 
revenue and service need or demand (population 
increases create increased service demand).  February’s 
sales tax generated around $10.78 in revenue per 
Utahn, this amount is much lower than the levels 
experienced a couple of years ago and is a significant 
drop from the high $14 to $15 per capita amount for 
most of the past decade. 

COMPANY 
NAME

SAME 
STORE 
SALES 

CHANGE  

COMMENTS 

Costco 0%
Strengthening foreign currencies has 
positive impact on January's 
comparable sales.

GAP 5% Discount Old Navy store is up 10% 
in sales. 

Target 0.5%
Lower clearance sales held down 
year-over-year performance (apparel 
and home categories were strongest). 

Nordstrom 14%
Nordstrom posted a 4.2% decline in 
same-store sales for its fiscal year, 
smallest in luxury sector. 

Kohl’s 6.5%
Company raised its earnings outlook, 
footwear and accessories categories 
performed best. 

What	 is	 “same	 store	 sales”	 index?	 
  
    Retail companies release monthly sales data 
through an index referred to as ‘same store sales’.  
This data only compares sales of stores that have 
been open for a year or more.  This allows for 
investors to know what the sales change is for a 
certain retailer without accounting for the opening 
of new stores.  

How	 did	 retailers	 fare	 in	 January	 2010?	 
   Overall national retailers enjoyed a post-holiday 
boost in January.  Collectively same store sales in 
January 2010 grew by 3.3% compared to 2009.  It 
was the biggest monthly gain since April 2008, and 
73% of retailers beat their forecasted projections. 

Check our blog, League’s Latest for updates next 
week on February’s same store sales data (released 
the first week of March). Source: Wall Street Journal, Feb 4 2010
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“I think the consumer has been 
emerging from hibernation...but is not 
diving fully back into the pool yet.”                           

-- Michael Niemira, International Shopping Centers 

Same store sales 
January 2010 compared to January 2009

http://thecitycafe.wordpress.com/
http://thecitycafe.wordpress.com/
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Consumer spending is the largest driver of the U.S. 

economy, generating around 70% of the U.S. GDP.  Since 

consumers play such a critical role in the economy, 

economists at the University of Michigan have surveyed 

American households with respect to their propensity to buy 

appliances and automobiles in the future.  

How	 is	 the	 data	 collected?	 

Each monthly survey contains approximately 50 core 

questions, each of which tracks a different aspect of 

consumer attitudes and expectations. The samples for the 

Surveys of Consumers are statistically designed to be 

representative of all American households, excluding those in 

Alaska and Hawaii. Each month, a minimum of 500 

interviews are conducted by telephone from the Ann Arbor 

facility. (source: University of Michigan)

What	 kind	 of	 questions	 does	 the	 survey	 ask?	 

The core questions cover three broad areas of consumer 

sentiment: personal finances, business conditions, and buying  

conditions. Overall assessments of past and expected changes 

in personal finances are supplemented by measures of the 

expected change in nominal family income, as well as 

expected real income changes. Attitudes towards business 

conditions in the economy as a whole over the near and the 

long-term horizon are measured in detail. Specific 

questionnaire items concerning 

expected changes in inflation, unemployment, and interest 

rates, as well as confidence in government economic 

policies, supplement the more general assessments. Finally, 

several questions probe for the respondent's appraisal of 

present market conditions for large household durables, 

vehicles, and houses.

What	 can	 we	 tell	 from	 the	 past	 three	 months?	 

Consumer sentiment improved rapidly in early 2009 

(from 56 in February to 73 in September), but this increased 

confidence has slowed recently.  Consumer confidence has 

remained largely unchanged during the last three months. The 

lack of improvement has been due to widespread recognition 

among consumers that job and income prospects will remain 

grim throughout the year ahead. 

WHAT IS THE CONSUMER 
SENTIMENT INDEX? 

“Persistently high joblessness 
as well as stagnating incomes 
will mean that consumers will 
remain cautious spenders, 
preferring to add to their 
savings and reserve funds. 
Overall, the data indicate slowly 
improving consumer spending 

during the year ahead.”     
-- Survey of Consumers Chief Economist, Richard 

Curtin (1/29/2010)

Consumer 
confidence or 

optimism leads to 
increased expenditures 

and spending

40

55

70

85

100

Nov
 20

05

M
ar

ch
 20

06

Se
pt

 20
06

Fe
b 2

00
7

Ju
ly 

20
07

Dec
em

be
r 2

00
7

M
ay

 20
08

Oct 
20

08

M
ar

ch
 20

09

Aug
us

t 2
00

9

Jan
 20

10

Consumer	 Sentiment

Last	 Month	 Feb	 2010	 --	 73.6	 
Last	 Three	 Months	 --	 73.5



ULCT Economic and Policy Update  4 

ULCT 2011 Forecast Reviewed 
Okay so the search for the Holy Grail...or for the most 

accurate forecast is difficult at any time, but especially during this 
economic recovery (if you don’t believe me listen to this fun 
podcast “The Folly of Financial Forecasts”).  Doug Macdonald has 
looked into his crystal ball for the next few months and has 
provided his assessment of the economic recovery. Doug’s crystal 
ball involves a close examination of: residential construction, Utah 
employment, Utah wages, total wages, U.S. savings rate, and the 
U.S. consumer sentiment index.  Accounting for these factors the 
ULCT’s FY2011 forecast for the local option sales tax is for slight 
growth, up 2.4% for Fiscal Year 2011. 

Reasons for Optimism  

• February (December taxable sales) sales tax distribution 
was down only -2.5% from same month last year. 

• Utah unemployment claims have been slowly dropping 
since peak in April 2009. 

• January U.S. sales were up 4.7% from last year. 

Reasons for Concern 

• December existing home prices were off between -1.5% 
and -3.1% (Case-Shiller, FHFA) 

• U.S. consumer borrowing in December 2009 was down 
4.1% (New York Times) 

• 2010 home values in Utah expected to still decline 4 to 5% 

KEY ECONOMIC 
DRIVERS 

(SOURCE: ULCT & GOPB)
FY 2010

FY 2011  
FORECAST 

Utah Residential 
Construction Values

-8.6% 6.0%

Utah Employment -4.5% 0.0%

Utah Average Wages -0.4% 2.0%

Utah Total Wages -4.9% 2.0%

U.S. Equipment & 
Software Purchases 

-5.8% 6.1%

U.S. Savings Rate 4.3% 3.2%

U.S. Consumer Sentiment 
Index 

4.8% 0.0%

Utah Taxable Sales 
(based on 1% local)

-5.1%
ULCT forecast 

2.4%
ULCT forecast

Fiscal year to date (FY10, 
Sept to Feb)

-9.7%

Utah Total Sales  -7.5%
GOPB forecast 

3.4%
GOPB (calendar year)

FISCAL FIRST AID TECHNIQUES 
(SOURCE: GOVT. FINANCE OFFICERS ASSOCIATION) 

FISCAL FIRST AID TECHNIQUES 
(SOURCE: GOVT. FINANCE OFFICERS ASSOCIATION) 

FISCAL FIRST AID TECHNIQUES 
(SOURCE: GOVT. FINANCE OFFICERS ASSOCIATION) 

PRIMARY 
TREATMENTS 

USE WITH 
CAUTION

USE WITH 
EXTREME 
CAUTION

Explore Fees for 
service 

Sell assets Levy broad tax 
increase 

Evaluate Overtime Institute hiring/wage 
freezes 

Across-the-board 
wage cuts 

Restructure Debt Reduce work hours/
pay 

Defer compensation 

Establish Culture of 
Frugality

Defer or cancel 
capital projects 

Across-the-board 
service cuts 

Manage perceptions Outsource Shift operational 
costs into capital 
budgets

Enhance purchasing 
practices 

Close facilities or 
reduce hours 

Create special taxing 
districts 

How do you manage a budget during revenue 
shortfalls? 

This current recession has been historic, both in it’s depth 
and length. Yet, the economy is cyclical, meaning that each 
government official will likely get his or her turn to manage a 
budget during revenue shortfalls (hopefully things won’t be nearly 
this bad for decades to come).  So what have we learned from 
managing budgets through revenue shortfalls?  Essentially budget 
remedies fall into three categories: primary treatments, treatments 
to use with caution, and treatments to use with extreme caution. 

Of course, before any ‘first aid’ is applied to an ailment there 
needs to be a correct diagnosis first. The same applies not only to 
the practice of medicine, but this is a recommended public 
management practice also. It is imperative that government 
leaders correctly identify and understand what is causing the 
fiscal stress (will it be alleviated quickly, long-term problem, 
systemic issue, etc) and remedy a response that will provide relief, 
but not overburden citizens with additional taxes.  The table to 
the right illustrates a number of recommended responses or 
treatments depending on the level of budget crisis.

We will address these issues more during a workshop at our 
Mid-year convention in St. George in April.  Together, discussing 
these practices, we can hopefully learn from each other and 
discover some budget management best practices. 

http://www.npr.org/blogs/money/2009/12/podcast_the_folly_of_financial.html
http://www.npr.org/blogs/money/2009/12/podcast_the_folly_of_financial.html
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IMPORTANT DATES 
TO REMEMBER...

Have a local government or land 
use question? 

We have the answer (we think)...

Helpful resources from the League: 

Encyclopedia of Local Government 
There are currently 35 topics listed, each 
topic includes a link to state code, a short 
explanation, and often audio or video 
answers from the esteemed David Church. 

Municipal Links Online 
This page contains the links to over 50 
topics and issues that commonly pop up 
in each city and town hall across the 
state.  

If you can’t find and answer to your 
question with these resources please 
contact us directly: 

Brian Hall, bhall@ulct.org 
or 

Meg Ryan, mryan@ulct.org 

Our annual Midyear Conference 

will be held April 7-9.  This year’s 
theme is “Municipal Services: The 

Building Blocks of our Communities,” 
and most of our workshops will focus 
how we can evaluate and improve 

many of the core municipal services we 
provide.  Keynote speakers include 

talkative former NBA big man Bill 
Walton, and Dr. Will Miller, who, we’re 
told, provides a humorous but helpful 

message on managing stress. Not that 
any of you are stressed, by the way.  

During our legislative session on 
Thursday, we’ll be joined by pollster Dr. 
Dan Jones, Senator Bob Bennett and 

perhaps even Rep. Rob Bishop.  The 
League is currently conducting a 

statewide survey of citizen perception 

of public policy, national debt, and 
overall public financial management.  

Clearly, it’s a great agenda and we hope 
you’ll join us.

 Two weeks later we’ll be hosting 

our Road School Conference. This event 
is tailored for those with a hankering for 

big rigs, roads, pipes, and the like. 
We’ll be offering about 35 workshops 
and a number of hands-on 

demonstrations. This event is not just for 
your public works people, we think 

elected officials will find plenty of 
interest as well.

 Registration information for both 

events can be found on our web site, 
www.ulct.org. 

MARK YOUR CALENDAR FOR 
APRIL CONFERENCES 
As we roll into March it’s time to remind everyone of two important 
League conferences that will be held next month in what we assume 
will be sunny and warm(er) St. George.• March 3  -- Land use training in 

Farmington 

• March 10 -- Land use training in Orem 

• March 31-- Land use training in Tooele 

• April 7-9 -- ULCT Mid-year Convention in      

St. George 

• April 20 - 23  -- ULCT & LTAP Road School 

• April 22  -- Land use training in North 

Ogden. 

http://www.ulct.org/ulct/untitled/common_questions.html
http://www.ulct.org/ulct/untitled/common_questions.html
http://www.ulct.org/ulct/untitled/index.html
http://www.ulct.org/ulct/untitled/index.html
mailto:bhall@ulct.org
mailto:bhall@ulct.org
mailto:mryan@ulct.org
mailto:mryan@ulct.org
http://www.ulct.org
http://www.ulct.org
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$44 million 
drop in local option sales tax from FY2008 to FY2009

-15.8%
2009 drop in residential construction from 08
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jobs lost in construction in 2009

$700 million 
drop in travel related spending from ’08
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new single family home permits (lowest number 

in over 40 years) 
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Keep up with the League: 
just click on the link...

Twitter	 

Economic	 Blog	 (Neil)

Legislative	 Blog	 (Lincoln)

Podcasts	 

ULCT Economic and Policy 
Research Staff 
• Neil Abercrombie
• Matt Christensen 
• Doug Macdonald 
• Roger Tew 

Questions, Comments, 
Suggestions? 
Please feel free to contact us,  call Neil 
at 801-328-1601 or email: 
nabercrombie@ulct.org 

UTAH LEAGUE OF 
CITIES AND TOWNS
50 South 600 East                   
Salt Lake City, UT  84109 

phone: (801) 328-1601 

www.ulct.org 

http://twitter.com/ULCTcitycafe
http://twitter.com/ULCTcitycafe
http://thecitycafe.wordpress.com/
http://thecitycafe.wordpress.com/
http://livepage.apple.com/
http://livepage.apple.com/
http://www.ulct.org/ulct/podcasts/
http://www.ulct.org/ulct/podcasts/
mailto:nabercrombie@ulct.org
mailto:nabercrombie@ulct.org
http://www.ulct.org
http://www.ulct.org

