A fact sheet from Pew November 2023

The Pew Charitable Trusts’ 2023 report “Tools for Sustainable State Budgeting” examines whether and how states are using long-term
budget assessments and budget stress tests to measure and strengthen their fiscal outlooks.” This is one of 20 fact sheets describing the
approaches of and opportunities to improve for each state that produces at least one of these analyses.?
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Utah: Tools for Sustainable State Budgeting

Long-term budget assessment: Q Budget stress test: Q
Report: “Five-Year Long-Term Budget Analysis"? Report: “Budget Stress Testing 2022"4
Office: Office of the Legislative Fiscal Analyst Office: Office of the Legislative Fiscal Analyst and the Governor's

Office of Planning and Budget

Analyses

Utah was an early leader in budget stress testing, producing its first in 2015.> A 2018 law codified this practice by
requiring the Office of the Legislative Fiscal Analyst (LFA) to conduct a budget stress test every three years.®

Utah's stress tests are notable for their thoroughness and rigor. The 2022 analysis examined three stress
scenarios, estimated the effects on revenue and spending, projected those effects through fiscal year 2027, and
compared the effects to a wide range of budget balancing tools.”



The same law that mandated the stress tests also required the LFA to produce “long-term budgets” every three
years.® So far, the LFA has produced two analyses under this requirement, which included five years of revenue
and spending projections, but offered only brief discussions of the factors driving the results.? The most recent
long-term budget, published in 2021, was especially scant in this regard."

Policy impact

Utah's budget stress tests have helped the state develop a “fiscal sustainability toolkit” with options to close
budget shortfalls caused by recessions, including various revenue increases, spending cuts, and reserves." When
the COVID-19 pandemic briefly ravaged revenue collections in 2020, this playbook helped Utah officials respond
quickly and minimize budget balancing actions that would harm residents. For example, the state authorized
borrowing to pay for infrastructure projects such as a new state prison, freeing up dollars to shore up other parts
of the budget, and allowed agencies to use money left over from the previous fiscal year."?

Next steps

To be more relevant to policymaking, Utah's next long-term budget (scheduled for 2024) could identify and
analyze specific threats to long-term balance, such as particular revenue sources which are likely to stagnate or
spending categories that analysts expect to experience rapid growth. The report could also discuss crosscutting
factors such as economic and demographic trends and how they would affect revenue and spending.

For the stress test, analysts could explore whether different revenue and spending baseline expectations would
change the results. Currently, the stress test assumes that, absent a stress scenario, revenue and spending will
remain flat—an atypical approach that does not reflect real-world conditions.™
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For more information, please visit: pewtrusts.org/fiscaltools
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Celebrating its 75th anniversary, The Pew Charitable Trusts uses data to make a difference. Pew addresses the challenges of a
changing world by illuminating issues, creating common ground, and advancing ambitious projects that lead to tangible progress.
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