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Alive Again?

The monthly value of
Oklahoma natural gas
production is nearly
$564 million or, 85.9%
higher than last year.
The wellhead price for
natural gas is nearly
200% above its value
last year. But the news
isn’'t all good for the
State’s energy sector.
Despite price levels at
nearly $20/barrel, the
value of Oklahoma
crude oil production is
down; the latest monthly
value, $119 million, is
35.2% lower than the
previous month’s value,
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OKLAHOMA'’S TAX RANKINGS:
Where Do We Stand & What Do They Mean?

Policymakers from across the
country periodically find them-
selves involved in a debate as to
where their state ranks in in-
terstate tax burden compari-
sons. This story will summa-
rize several tax studies con-
ducted by various organiza-
tions over the past few years.
States may rank differently in
each of these different ap-
proaches, so it is helpful to] < mmm
look at these approaches to-| s« womcoenceorserca
getherin order to get a clearer
picture of where a state actually
stands.

sponsible for 10% of that one-third
variation. While taxes are an
important policy consideration,

throughout the nation, raise
revenues by a variety of
means. Some states, such
as Texas, do not have
income taxes while
other states, such as
Oregon, do not collect
sales taxes at the state
level, and yet others,
such as Ohio, impose
local income taxes.
Thus, it is important to
use both state and lo-

Figure 1: Per Capita State and Local Tax Burden - 1997

e us. oma
jatures, State Policy Reports, March, 2001

$3,000 4

Oklahom.

[uEigigleeliechleBhlelllel Some of the Most Common Tax
Ranking Methods Include:

- Per Capita Tax Burden;
- Taxes as a Percent of

not be overvalued as a
predictor of economic

Recent research by the economic
growth or success.

forecasting firm, Economy.com,
indicates that basic business
costs such as labor, energy, and
taxes account for approximately
one-third of a state’s variation in
economic growth. Taxes are re-

Each of the rankings
used in this article
combines both state
and local taxes. State
and local governments,

Personal Income;
- Hypothetical firm approach.
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Workers’ Compensation & Economic Development: an
Ongoing Issue Before the Oklahoma Legislature

Each year business groups call

Figure 1: 2000 Workers’ Compensation Premium Rates

for reforms that will lower costs (Per $100 Payrall)

and presumably make Oklahoma
more competitive in attracting
business. Labor and labor-related
groups, such as the AFL-CIO and
Lawyers for Working Oklaho-
mans, defend aspects of the cur-
rent system that they believe to
be an integral component of a “fair
and safe” work environment. Gov-
ernors, lieutenant governors, leg-
islators, and others find them-
selves embroiled in this issue
regularly in an attempt to recon-
cile the interests of these power-
ful groups.

[l Under $2.00

B $2.00-$2.99
$3.00 - $3.99

Over $4.00

Source: Oregon Dept. of Consumer & Business Service, March 2001.
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Much of this debate revolves
around the “costs” associ-
ated with workers’ compen-
sation insurance. Figure 1,
on Page 1 illustrates the
premium rates, according to
arecently released Oregon
Workers’ Compensation
study, for each of the 50
states. This article will ad-
dress these rates and their
affect on economic develop-
ment in Oklahoma.

What is Workers’
Compensation?

Since 1948 every state in
the nation has had some sort
of workers’ compensation
law. Oklahoma was one of
the earliest states to enact
such alaw, doing soin 1915.
Primarily, these laws were
written to provide basic pro-
tection for workers’ lost
wages and medical costs
resulting from injuries sus-
tained on the job—regard-
less of whom was at fault.
The development of workers’
compensation laws is gen-
erally held out to be respon-
sible for both pro-business
and pro-labor reform. Pro-
business because the laws
are directed toward reduc-
ing the cost of doing busi-
ness by shielding employ-
ers from liability lawsuits in
the general courts, which
are often much more costly
since they have the poten-
tial to include punitive dam-
age awards. Pro-labor be-
cause they are also directed
toward protecting workers
by providing a uniform
schedule of payments for
injuries. They feature a
mechanism for which em-
ployees’ lost time at work
is minimized, as well as en-
couraging workplace safety.
These laws are applicable
to nearly every type of em-
ployment, and they also ap-

ply equally to occupational
injuries and diseases.

These laws were originally
enacted during the time
when the industrial injury
rate had reached an all-time
high, the early part of the
20th century. During this
time, workers’ compensa-
tion laws became a central
piece of state business and
labor regulation policy.
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of our workers’ compensa-
tion system. Comparing
workers’ compensation
costs is a tedious enterprise
that is fraught with flawed
and incomplete data.

Actuarial & Technical
Solutions

The study conducted by the

New York based research

group, Actuarial and Tech-

Figure 2: Regional Workers’ Compensation
Premium Comparison: 2000
(Per $100 of Payroll)
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Source: Research and Analysis Section, Oregon Department of Consumer and
Business Services

The Cost Issue
Since the mid-1980s, the
call for reform of Oklahoma’s
workers’ compensation laws
has become, for the most
part, an annual ritual at the
Oklahoma legislature.
What is heard at the legis-
lature includes a myriad of
issues such as:

V Attorney involvement in
workers’ compensation;

vV Ways to contain costs
through use of managed
care;

V The structure of the court,
or abolition of the court in
favor of an administrative
system;

V Increased use of media-
tion;

V The role of independent
medical examiners;

V Restrictions on soft-tis-
sue injuries eligible for com-
pensation.

Each of these issues inevi-
tably leads back to the cost

nical Solutions, is regularly
cited as clear evidence that
the cost of workers’ compen-
sation insurance in Okla-
homa is out of line with the
nation and is charged with
the driving away of potential
new business locations and

expansions.

What that report showed is
that Oklahoma ranked first
in manual rates for occupa-
tions in the manufacturing
industry. Manual rates are
the base or “rack” rates
quoted by companies writ-
ing workers’ compensation
policies. These rates are re-
duced by a number of con-
tributing factors such as the
employer’s experience level,
safety plans which are cur-
rently utilized by an indi-
vidual employer, and the
like. All of these would serve
to reduce the final cost im-
posed on an individual em-
ployer for this “compulsory”
coverage. Further, itisim-
portant to note that the Ac-
tuarial and Technical Solu-
tions Report also clearly
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identifies the fact that com-
panies that “self-insure” are
not included in their calcu-
lations. Such companies
include some of the largest
manufacturers in the state,
like General Motors and Lu-
cent Technologies.

Oregon Premium
Rate Ranking
Another commonly-referred-
to workers’ compensation
ranking is the Oregon De-
partment of Consumer and
Business Affairs’ “Premium
Rate Ranking Study.” In
their March 2001 study, this
group found that Oklahoma
employers paid the 11th
highest workers’ compensa-
tion premium in the nation.
One of this study’s attributes
is that it went beyond the
Actuarial and Technical So-
lutions work, which focused
solely on the rates for manu-
facturing industry occupa-
tions, which tend to be the
highest-cost cohort. By
contrast, the Oregon study
ranked rates for 50 of the
most well-represented job
classifications listed by the
National Council on Com-
pensation Insurance (NCCI).

According to the Oregon
study, on average, Okla-
homa employers paid a
workers’ compensation pre-
mium of $2.85 for every $100
of payroll. Compare that to
the rate that employers in
Texas paid. Forevery $100
of payroll, Texas employers
faced a workers’ compensa-
tion cost of $3.05—the high-
est rate of any of the states
bordering Oklahoma, and
the seventh-highest premi-
ums in the nation. By con-
trast, Kansas’' employers
paid the lowest premium of
any border state—$1.56 per
$100 of payroll. The re-
gional average rate per $100

of payroll was $2.24. The
Cont’d on Pg. 4
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Spring 2001 Revenue Update

Gross production tax collec-
tions from natural gas re-
main the revenue highlight
for FY-01. Year-to-date natu-
ral gas revenue collections,
which are in excess of $322
million, are coming in at
286% of this year’s esti-
mate. Compare this to the
$157 million in receipts this
time last year, and once
again the state’s energy
sector appears to be thriv-
ing. This revenue boon is
due to the unusually high na-

tional gas prices, which were
driven up, in part, by the
West Coast’'s electricity
shortages, and the nation-
wide winter weather condi-
tions. This unexpected gas
tax revenue comprises more
than 56% of the $370 mil-
lion in additional revenue col-
lections above FY-01 esti-
mates.

Another bright spot in the
State’s revenue picture is
the more than $78 million

above-estimate collections
from individual income
taxes.

One indication that the Okla-
homa economy has so far
avoided a serious slowdown
is the fact that sales tax col-
lections are 112% of FY-01
estimates. This $88.5 mil-
lion above estimate is also
a significant contributor to
the 16% higher-than-ex-
pected total collections.

However, there are several
warning signs that the
economy’s slowdown is
starting to impact revenues
in the Sooner State. Corpo-
rate income tax collections
are 79% of FY-01 estimates,
and only 84% of revenues
received from this source this
time last year. Other nega-
tive signs include the fact
that motor vehicle, fran-
chise, and cigarette tax col-
lections are also below their

estimated values. C¥

General Revenue Fund, as of March 27, 2001
Comparison with OSF Estimate and Prior Year Collections ($ Millions)
Column 1 Column 2 Col 2/Col 1 Column 3 Col2/Col 3
Actual Collections Estimated Collections
FY-01 as % of FY-01 as % of
FY-00Y-T-D | FY-01Y-T-D FY-00 FY-01Y-T-D Estimate
Revenue Source
TAXES:
Income
Individual $1,158.0 $1,230.7 106% $1,152.9 107%
Corporate $63.6 $53.7 84% $68.3 79%
Gross Production, Gas $157.8 $322.7 204% $113.0 286%
Sales $780.1 $811.2 104% $722.7 112%
Use $50.8 $56.4 111% $44.2 128%
Motor Vehicle $197.4 $167.9 85% $177.9 94%
Insurance Premium $30.8 $31.6 103% $29.3 108%
Franchise $30.2 $29.2 97% $36.6 80%
Inheritance/Estate $61.5 $59.3 96% $50.9 117%
Cigarette $20.2 $17.9 89% $20.3 88%
Beverage $15.9 $15.8 99% $15.0 105%
Alcoholic Beverage $9.8 $10.0 102% $9.4 106%
Mixed Beverage $9.8 $10.4 106% $9.1 114%
Pari-Mutuel $2.6 $2.4 92% $2.0 120%
Other $45.2 $47.2 104% $44.6 106%
Subtotal: Taxes $2,633.7 $2,866.4 109% $2,496.2 115%
Licences, Permits, & Fees $27.5 $30.4 111% $25.0 122%
Income From Money/Property $65.2 $90.0 138% $54.0 167%
Other Income $59.5 $14.9 25% $13.6 110%
Continuing Collections $2,785.9 $3,001.7 108% $2,588.8 116%
Transfers & Lapses $1.5 $0.5 33% $1.6 -
| Total Revenues |  $2,787.4 | $3,002.2 | 108%| $2,590.4 | 116%|




Oklahoma State Senate

Comp. Cont'd from Pg. 2

rest of our neighbors’ rates
are depicted as Figure 2.

Like the Actuarial and Tech-
nical Solutions report, the
Oregon study’s premium
data are calculated based on

sation cost. The first being
that employers benefit from
lower wage levels, thereby
making their total payroll
expense lower. The second
being that Oklahoma em-
ployers pay among the low-
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real world examples is pro-
vided in Figure 3, which high-
lights labor costs for indus-
tries in the SIC 35 code (In-
dustrial Machine Manufac-
turing). This is awell-repre-
sented industrial code in
Oklahoma, and includes

$5,000,000 1

$4,000,000

Total Payroll

$3,000,000

$2,000,000 -

Figure 3: Estimated Major Labor Costs for 150 Employee Plant in SIC 35, 1997

(Industrial Machine Mfg.)

co KS LA
Source: Expansion Management magazine, 1998 Ratings issue
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such employers as Charles
Machine Works (Ditch
Witch), CMI, Hilti, Little Gi-
ant Pump, and York, just to
mention a few.

Frequency of PPD: a
Significant Problem
Despite lower permanent
partial disability dollar
awards and an absolute de-
cline in PPD volume

awards, Oklahoma still has

a “manual rate”, which ig-
nores the same potential
discounts that individual
firms might be entitled to
based on an employer’s fa-
vorable experience rating,
and safety plan. Itis prob-
able that the actual premium
paid would have been lower
when these discounts were
applied to the “manual rate”.
Again, data on costs for self-
insured employers, which
are likely the lowest-cost in-
dividuals due to self-selec-
tion, are omitted, so the
“true” average cost is un-
known.

Other Measures of
Workers’

Compensation Costs
Other workers’ compensa-
tion data analysts argue that
these costs continue to be
an important factor for Okla-
homa businesses, but what
the data indicate is that
these costs may not place
an unreasonable burden on
the average Oklahoma em-
ployer.

Employers in Oklahoma
have two offsetting factors to
consider along with the
state’s higher-than-national-

est unemployment insur-
ance tax rates in the nation.
Due to recent tax changes—
made possible by strong
economic performance and
large surpluses in the
state’s unemployment in-
surance trust fund—some
two-thirds of Oklahoma’s
employers pay no unem-
ploymentinsurance tax, and
the average tax rate, esti-
mated for calendar year
2000, is only 0.1 percent of
total wages. This rate
places the state in a three-
way tie with Georgia and
Virginia for the lowest cost
in the nation. The average
Oklahoma employer will pay
approximately $25 per
worker in unemployment in-
surance taxes, which is im-
pressively lower than the
$188 national average.
Thus, the unemployment in-
surance savings in Okla-
homa amounts to $163 per
worker, which more than off-
sets the $152 premium (cost
above the national average)
that Oklahoma employers
pay for workers’ compensa-
tion coverage for the average
worker.

An example of the role that

a significantly higher occur-
rence of these types of
awards than does the nation
on average. The frequency
of PPD claims in Oklahoma
is 989 per 100,000 workers;
the national average, ac-
cording to NCCI, is 419.
How does this compare to
our regional neighbors? Mis-
souri has the next-highest
frequency of PPD
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court system, and to chang-
ing the general attitude and
culture of Oklahoma’s em-
ployers and laborforce.

Positive Trends

While Oklahoma’s premium
costs, even in the Oregon
study, are still relatively high
there is no compelling rea-
son to believe that they are
the cause of an economic
development crisis.
Oklahoma'’s low unemploy-
ment rate and rapid job
growth are evidence that no
one policy can be singled
out as driving away existing
businesses or stifling new
business location within the
state. Workers’ compensa-
tion costs are certainly not
a strong selling point, but
they may be offset by a num-
ber of other positive at-
tributes in the state’s busi-
ness climate.

Regional Financial Associ-
ates, a major economic fore-
casting firm, rates
Oklahoma'’s overall cost of
doing business in the top

awards with 671
awards per 100,000
workers; Arkansas
has the lowest fre-
quency of PPD
awards, with 276
awards per 100,000
workers. Arguably,

=y

000 1

500 1

Figure 4 Number of Permanent Partial Disability

Claims, 1997
(Per 100,000 Workers)

989

|

our high frequency of| °*—
PPD awards is thele—

Oklahoma US Average

major cost driver for
Oklahoma’s workers’ com-
pensation costs. Thisis a
multifaceted problem, and
blame lies throughout the
system. There is obvious
need for employers to im-
prove working conditions and
safety plans (as evidenced
by Oklahoma'’s significantly
higher-than-average on-the-
job death rate). Further
need exists with respect to
integrating more effective
mediation techniques into

five nationwide. New busi-
ness announcements during
the month of December
2000 included a Corning Fi-
ber Optic manufacturing fa-
cility, and Quad Graphics,
the largest private printing
firm in the world.

The more relevant question
to ask might be: Is there
room for improvement in
Oklahoma’s workers’ com-
pensation system? Cer-
tainly the answer would be

average workers’ compen- each of these costs play in  the workers’ compensation  “yes.” L
Page 4
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cal taxes when measuring
a state’s tax burden in or-
der to get an apples-to-
apples comparison of
states’ revenues.

Figure 3 indicates that Okla-
homa raises most of its tax
revenues at the state level
and then returns funding to
the local level. Forexample,
Oklahoma'’s state govern-
ment provides roughly 70
percent of the funding for lo-
cal schools, supports dis-
trict attorneys, district
courts, county health de-
partments, and county
roads. Texas, on the other
hand, provides school fund-

tax collections as reported
to the U.S. Census Bureau
by state and local govern-
ments. To complete their
study, NCSL uses both the
per capita method and the
tax burden as a percent of
personal income method to
determine the states’
rankings.

The most common and the
simplest interstate compari-
son method of tax burden
determination for a state is
to calculate the per capita
tax burden. This method al-
lows for easier analysis of
the tax burden of one state
relative to other states. Di-
viding the state’s total tax
collections by

12 4

11

10

Figure 2: State and Local Taxes as a Percentage
of Personal Income - 1997

1114

10.82

the total num-
ber in the
state’s popu-
lation results
in the per
capita tax bur-
den. Another
frequently
used method

Regional Average us.

to determine

Oklahoma

ing primarily through local
property taxes and spends
less, proportionately, on
education at the state level.
It should also be noted that
combined state and local tax
levels might vary greatly
within a state. Some cities
and other governmental ju-
risdictions levy taxes that
are not imposed on resi-
dents in other cities or juris-
dictions within that state.

RECENT TAX BURDEN
STUDIES

National Conference of
State Legislators FY-97
State Policy Reports

Each year the National Con-
ference of State Legislators
compiles data on state and
local tax levels and rankings
for public officials across the
nation. The rankings are
based on Fiscal Year 1997

the overall tax
burden on a state is to fig-
ure the state and local tax
revenue per $100 or $1000
of personal income. This
method measures how
much of a state’s income is
collected in taxes, or the tax
burden to state resources.

The following, along with Fig-

v Oklahomans paid $157.72
less in state and local taxes
per capita than did the aver-
age citizen residing in one
of our seven surrounding
states;

v Oklahoma's

Oklahoma State Senate

The initial Vertex study in-
cluded 27 cities across the
country. In this study, Las
Vegas was determined to
have the lowest business tax
burden while Philadelphia
had the highest tax burden.

tax burden per
$100 of per-|s«
sonal income
is 67% of the
national aver-
age;

v Oklahozna
ranks 32" in

50%

25%

29%

Figure 3: Percentage of Tax Collections by Level of

Government B State
OLocal

47%
39%

the nation in oo

Oklahom: Texas
Source: National Conference of State Legislatures, State Policy Reports, March, 2001

U.S. Avg.

state and lo-
cal tax burden per $100 of
personal income.

1998 Vertex City
Business Tax Study

In order to effectively mea-
sure the tax burden in se-
lected cities across the na-
tion, Vertex, a tax research
and compliance software
company from Berwyn, PA,
created a hypothetical com-
pany and determined what
taxes this company would
face in each city in a given
year. The data was based
on existing rates, as of April
1998, and included federal,
state, and local business
taxes. A theoretical com-
pany was developed that
would face the highest taxes
in the majority of the cities
studied. This theoretical

No Oklahoma cities were
included in the original Ver-
tex report. The Oklahoma
Tax Commission’s Tax
Policy and Research Divi-
sion then applied the Vertex
methodology to the Okla-
homa City and Tulsa tax
rates. The following repre-
sents how these Oklahoma
cities fared in this study.

v Oklahoma City ranks 26"
in overall business tax bur-
den for the 29 cities re-
viewed:

vV Tulsa ranks 28™ in overall
business tax burden for the
29 cities reviewed;

v Oklahoma City residents
pay $87,986 less than the
average residents of the 28
other surveyed cities from
across the nation;

ures 1 & 2, summarizes
where Oklahoma ranked in
the nation using the two
methods described above.
These rankings are ex-
pressed from highest tax
burden (1) to lowest (50).

Vv Oklahoma ranks 43rd in
the nation in combined state

$1,250,000 -

$1,000,000 -

and local tax burden per

Figure 4: Overall Tax Burden, Vertex City

Business Tax Study

$1,213,871
$1,125,885

$750,000

v While Tulsans
pay $98,128
less than the av-
erage residents
of the 28 other
surveyed cities
from across the
nation.

National Average Oklahoma City

These tax figures include the federal, state, and local income tax, franchise tax, property
tax, payroll tax, sales tax, license tax, and telecommunications tax for each city.

Tulsa

The Public

capita;

v The average Oklahoman
paid $581 less in state and
local taxes per capita than
did the average U.S. citizen,

company was a mid-sized
service company with 125
employees, $15 million in
revenues, and $1.5 million
in profits.

Affairs Re-
search Council of LA,
Inc. Tax Burden Study

In December 1994, the Pub-
lic Affairs Research Council

Cont’'d on Pg. 8
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and 17.4% lower than its
value a year ago. Much
of this decline has
occurred since the last
quarter of 2000, when
prices had topped $28/
barrel.

Oklahoma’s Gross State
Product is 4.1% above
the previous year, but
many analysts indicate

that a slowdown is loom-
ing. Retail trade num-
bers were also up
slightly, .4%, from Octo-
ber to November 2000
(the most recent data
available at the time of
press).

The State’s unemploy-
ment rate (2.6%) re-
mains significantly lower

than that of the nation as
a whole (4.2%). How-
ever, Oklahoma’s
laborforce participation
rate has declined slightly
since the end of 2000.

The housing market ap-
pears to be thriving; un-
doubtedly some of the
real estate boon is attrib-
utable to the decline in in-

terest rates. Currently,
the average 30-year
mortgage rate is just over
7%; which is a significant
1.28% below last year.
Another encouraging
sign of the overall health
of the Oklahoma real es-
tate market is the 30.3%
increase in the number of
single-family building per-
mits issued from the pre-
[l

vious. month
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30-Year Mortgage Interest Rates
Latest Figure

7.05%
% Change From Last Year % Change From Last Month
9%
6%
3%
0%
Feb-00 Jun-00 Oct-00 Feb-01

US CPI (All Urban Consumers)

Latest Figure
175.7

% Change From Last Year % Change From Last Month

Jan-00

May-00 Sep-00

Jan-01

Crude Qil Prices (bbl)
Latest Price

$19.75/bbl
% Change FromLast Year % Change From Last Month
$30
$20
$10
0
Mar-00 Jun-00 Sep-00 Dec-00 Mar-01

B

% Change From Last Year
$700

) u

Dec-99  Feb-00  Apr-00  Jun-00 Aug-00  Oct-00  Dec-00

% Change From Last Month

cconomic Monitor

Natural Gas Wellhead Price (cnt/Mcf)
Latest Price
$635 cnt/Mcf
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OK Total Single Family Building Permits
Latest Figure
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of Louisiana, Inc. (PAR) pro-
duced a “PAR Analysis” re-
port entitled “Corporate Tax
Burdens in the Southern
States: A Comparison”. In
this report, PAR analyzed
the corporate tax structure
of 11 southern states includ-
ing Oklahoma. Other states
included in the study were
Florida, Texas, North Caro-
lina, Georgia, Arkansas,
Louisiana, Tennessee,
South Carolina, Alabama,

and Mississippi. In this
study, the tax burden was
calculated in each of these
southern states for eight
hypothetical companies: five
different types of manufac-
turing companies, a con-
struction company, a whole-
sale company, and a retail
company.

The tax rates used to deter-
mine the burden on these
various companies were the
federal and state corporate
income taxes, state fran-

cconomic Monitor
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chise taxes
and filing fees,
and statewide
average prop-
erty and sales|=
taxes. The tax|
rates applied
were as of
1993. Figure 5
illustrates

Capital- Labor-
Intensive*  Intensive*

Figure 5: OK State & Local Tax Liability Rankings for Eight Types of
Firms Among Ten Southern States

Notfor-  High-Debt* Construction Wholesale Retail
Profit*

Average*

Oklahoma’s ranking in over-
all business tax burden for
each of the companies used
in the analysis (1=highest).
Oklahoma ranked at the bot-

tom or middle of the 10 sur-
veyed states in total tax li-
ability for each of these dif-

ferent companies. ¥l

Crime Rates & the Oklahoma
Economy: Related?

Since the mid-80s,
Oklahoma’s crime index
has gradually declined. Not
surprisingly, according to
many experts in this area,
this phenomenon is related
to the state’s low unemploy-
ment and the overall health

crease due to the lower ex-
pected earnings available
from legitimate employ-
ment. A stable economy
offers attractive employment
opportunities for individuals
desiring to work.

ited for the significant reduc-
tion in crime rates over the
past decade. Stricter sen-
tencing guidelines and com-
munity involvement are cited
as being contributing factors
to this positive trend. This
group puts forth the idea that

Comparison of Oklahoma’s Crime Rate & Unemployment
Per 100,000 Residents
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Source: Bureau of Labor Statistics; OSBI Uniform Crime Reports
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of the economy during this
same period of time.

The Council of State Govern-
ments recently conducted a
study and found that when
crime rates were relatively
high so were unemployment
rates. This study goes a bit
further by suggesting that
when wage levels fall crime
rates are expected to in-

The Koch Crime Institute, a
Kansas-based group that
works toward bringing indi-
viduals, communities, law-
makers, and law enforce-
ment personnel together to
work through issues related
to crime also released a
study. Their research indi-
cates that no single event,
policy implementation, or
social program can be cred-

when times are good tax-
payers are more able and
more willing to shoulder the
financial burden of additional
funding for prisons, police,
and court processes.

Oklahoma gross state prod-
uct is forecast to experience
healthy growth, as is its la-
bor market over the next
decade. Ifthese predictions

are accurate, the state’s
crime rates may continue
to decline.

While researchers and in-
terest groups from across
the political spectrum argue
about the effectiveness of
gun control laws, commu-
nity policing and sentenc-
ing lengths they are in near
unanimous agreement that
an improving economy low-

ers crime rates. GM
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This Issug’s
ceconomic
Pevelopment Quote. .

“It's not because of the
cost of homes or the tax
structure--it's because of
the people. . .As employ-
ers, we go where there’s

good human capital. . .”

John P. Morgridge,
Chairman,
Cisco Systems
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The Phenomenon of High Technology Clusters
& Economic Development:

This is the first in a series
of installments explaining
how successful high-tech
clusters have formed and
developed in a number of
cities/states.

The public sector has long
been a prime force behind
Austin’s economy. Since
Austin serves as a center for
government and higher edu-
cation, it benefits from state,
local, and university spend-
ing and investments. Today
the public sector in Austin
provides a strong economic
base as well as fostering a
climate of economic devel-

Cha!oter One: Austin

velopmentin Austin revolves
around three primary indus-
tries:

1. Semiconductors and
electronics;

2. Computers and peripher-
als;

3. Software.

To more clearly illustrate the
success of Austin’s high
technology clusters and eco-
nomic development efforts,
in relative terms, the follow-
ing demographic information
is provided:

- The 2000 population for the
Austin MSA is 1,164,550;

opment especially pertain-
ing to the research and de-
velopment (R&D) of high
technology. During the
1960s, Austin’s efforts to
attract technology firms be-
gan to pay offand anew era
of private sector growth be-
gan to emerge. The tradi-
tional components of
Austin’s economic climate
made the area a lucrative
option for the technology
firms looking for relatively
low-cost land, a highly
skilled workforce that is at-
tainable at a competitive
wage, and a desirable qual-
ity of life. Today, cluster de-

- The Per Capita Personal
Income is $29,087;

- The state’s population grew
by 7.6% from 1998 to 1999;
- The Median Household In-
come for the Austin MSA s
$35,254.

- The sales tax rate for Aus-
tin is 8.25%, and the Texas
Per Capita State & Local Tax
Burden is $2,289.

- The statewide average ACT
score is 20.3, and the Uni-
versity of Texas at Austin’s
average score is 26. There
are seven universities/col-
leges located within the Aus-

Texas
tin MSA. 'Fhe largest of

these is the University of
Texas at Austin. The
University’s Pickle Re-
search Center in North Aus-
tin houses fifteen research
centers.

quartered in the Austin re-
gion, reportedly sells $10
million worth of computers
daily; this revenue is based
solely on Internet sales.

Besides the large compa-
nies that manufacture com-
puters, the computer and

‘The Austin MSAhas
experienced a phe-
nomenal 47.1%
growth in rental rates
from 1995 to 1999,
with a per square
foot rental fee of
$23.32.

‘The  American
Chamber of Com-
merce Research
Association’s cost of

living index indicates
that Austin’s com-

posite index is
105.7; this rate is 5.7%
higher than the national av-
erage. The aggregated av-
erage housing cost for the
Austin MSA is $133,430; the
average price for a 2,000
square foot home is reported
to be $210,000.

- Austin has no sales tax on
unprepared food items (gro-
ceries), and the state of
Texas does not have a per-
sonal income tax.

Computer hardware is the
anchor of Austin’s high tech
economy. Dell Computer
Corporation is one of the
region’s top private employ-
ers with more than 14,500
employees on their payroll.
Companies in this cluster
offer a wide range of prod-
ucts and market niches.
Dell, the nation’s second
largest personal computer
manufacturer and the only
Fortune 500 company head-

peripherals industry is sup-
ported and supplied by lo-
cal companies specializing
in instrument manufacturing,
tool and die machinery, tele-
communications equip-
ment, as well as plastics fab-
rication.

The Austin Film Office re-
ports that the total produc-
tion budgets for the films
made in and around the Aus-
tin MSA will total $100 mil-
lion this year. This group
estimates that half of this
revenue is new money com-
ing into Austin, and money
that stays within the MSA.
An established laborforce of
experienced, qualified film
technicians, as well as ex-
perienced actors, support
and further Austin’s success
in this industry. Texas also
provides for sales tax ex-
emptions for the film and

video production industry.
il
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Population Changes and the Loss of a
Congressional Seat in the Sooner State

o

KSource: Newsweek, January 8, 2001

N
In the Next

Issue .

= Early Childhood
Education

= State Employees:
Too Many?

Too Few?

High-Tech
Clusters:
Chapter Two

= Session Wrap-Up

The above graphic depicts
which states were winners
and which were losers in the
reallocation of Congres-
sional seats. Despite this

that our state’s population
is not in decline. In fact, our
population has grown. How- :

not been as strong as the Economic Research and Policy Analysis Division.
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loss, it is important to note  U.S. growth. €% Senator Stratton Taylor
President Pro Tempore
U.S. & Regional Population Growth 1989 - 1999 Monitor Staff:
Tony Hutchison, Director;
United States 10.5% Tom Marcum, Research Analyst;
o sl 8| Jeannie Parker, Policy Analyst;
—————————————————————— Megan WiIIiams, Pollcy Analyst;
Colorado 238 harles Israel, Web Page Coordinator;
Kansas 130 Ryan Kiesel, Intern.
Missouri 1.3% Comments and suggestions are welcome.
T — ] Please contact Jeannie Parker at
0
Ner Vexico LT (405) 530-2324 or send comments via
Oklahoma 6.6% e-mail to parker@L SB.state.ok.us
Texas 19.3% Visit the Senate’s Web Site at:
WWW.LSB.STATE.OK.US/SENATE/WELCOME.HTML




