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Well, isn’t that special?
Depending on who you listen to,
either Oklahoma’s safety net services
are teetering on the brink of collapse
after tax cuts have left the coffers
bare, or evil bureaucrats are plotting
to steal hard-earned money from
poor, suffering taxpayers for no good
reason.
Such is the scenario in the ongoing
political theater of the First
Extraordinary Session of the 56th
Oklahoma Legislature, where the
vestige of Ronald Reagan has even
been pressed into service.
After the state supreme court
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Incentive Evaluation Commission
consultant recommends elimination of
capital gains tax credit
The consultant for the state’s
Incentive Evaluation Commission
(IEC) is recommending ending a
12-year-old capital gains deduction.
“The incentive overall cannot, with
the data available, be credibly shown
to have significant economic impact
or a positive return on investment
for the State,” PFM Group Consulting
LLC writes in its executive summary
presented to the commission on
September 29.

The deduction, started in 2005
for individuals and in 2006 for
corporations, allows deduction of
gains from the sale of Oklahoma
capital.
The rationale for the deduction is to
encourage capital investment in the
state. However, in its report, PFM
writes that between 2010 and 2014
the program is estimated to have
SEE ELIMINATE PAGE 3
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Treasurer’s Commentary
By Ken Miller, Ph.D.

In defense of conservatism
EDITOR’S NOTE: This commentary
was originally published in
November 2012. Unfortunately,
these words remain relevant five
years later in the current debate
about addressing Oklahoma’s
ongoing revenue problem.

I

f all your friends jumped off a
fiscal cliff, would you do it too?
The answer from Senator Tom
Coburn and Representative Tom
Cole is no.
Though staunchly opposed to
increasing tax rates, both men
recently made national headlines;
Coburn for his willingness to
increase receipts by eliminating
loopholes and preferential tax
treatments and Cole for suggesting
Republicans accept a compromise
solution ensuring 98-percent of
Americans avoid a tax hike.
Grover Norquist claims both
positions defy the anti-tax pledge,
the revenue-neutral standard for
tax policy changes made famous
by his Americans for Tax Reform
advocacy group.
Until now, ideology-based
conservatives like Norquist have
defined conservatism by their own
terms. Absurdly, yet expectedly, the

conservative credentials of both
Coburn and Cole are under fire.
Such reality-based conservatives
who dare step out, or in it, get
branded with the M-word to be
thrashed about in the public square
clothed in the “moderate” label
regardless of the fit.

“

Reality-based
conservatives get
thrashed about in
the public square
clothed in the
‘moderate’ label
regardless of the fit.”

Norquist lambasted Coburn
saying, “he lied his way into office.”
Coburn struck back by defining
the difference between cheap and
courageous conservatism, stating
the former is that of rhetoric,
pledges and pandering while
the latter is that of truth, action,
solutions and sacrifice.
Oklahoma also has ideologicallydriven interest groups that
seek their own definition of
conservatism.
One such group, the Oklahoma
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Council of Public Affairs, has upped
the ante on the Norquist gold
standard where anything short of
complete elimination of the state’s
largest source of revenue is deemed
not conservative.
Is it not conservative to be cautious
in our approach to needed income
tax reduction, to protect the state
credit rating, to pay our debts and
to ensure sufficient funding for
core services with a diversified and
dependable revenue structure?
In Oklahoma, those who say cuts
in tax rates should be offset by cuts
in spending and by broadening the
base – ironically the very position
heralded as conservative at the
federal level– are burnished with
the moderate brand.
Perhaps one can find some humor
in the dictionary definition of
conservative as “moderately
cautious.” Its synonyms –
SEE COMMENTARY PAGE 3
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reasonable, temperate and
judicious – are descriptors that
most would normally appreciate.
But for us on the right, the term
“moderate” is decidedly negative
and misdirected at reality-based
conservatives who dare question
the ideological.
Even with a consistent record of
cutting taxes and spending, this
conservative economist was dinged
for questioning a study by Arduin,
Laffer and Moore and even jabbed
in a Wall Street Journal editorial for
issuing a “bogus” opposing report.
Of course, no such report existed
and the editorial was written by
Stephen Moore, who along with
Laffer was being paid by OCPA
for services rendered. Seemingly
forgotten was that our policy
positions are in alignment much

more often than not.
Recently, the Oklahoman urged
“caution in cutting the income tax
without offsets,” siding with the
more “moderate voices.” Their
use of the M-word may be correct
according to Webster’s.
But in politics such characterization
scores a win for the agenda-driven
ideologues who seek to redefine
conservatism, which begs the
question: moderate compared to
what?
Ronald Reagan, the deserved
standard bearer of conservative
principles, would no doubt be
attacked in today’s political
climate since he failed the revenueneutral test by signing several tax
increases.
The fact that he greatly lowered

income tax rates overall and shrunk
the highest marginal rate from 70
to 28 percent would not be good
enough.
When reminded of this
inconvenient fact, Republican
Senator Jon Kyl said, “Reagan was
in a situation where he had to
compromise in order to get some
things done.” Gee, with the pending
fiscal cliff and three years with no
federal budget, I guess we’re not
there yet.
Though the 100-percent litmus
test currently shows little sign
of abatement, with principled
statesmen like Coburn reclaiming
the real(ist) definition of
conservatism, perhaps soon we will
be able to focus our energy on the
99-percent where conservatives
agree rather than the 1-percent
where we do not.

Eliminate
FROM PAGE 1

created a net loss of $465 million in
state tax revenue.
As an alternative, PFM offered three
changes in the deduction, should the
program remain in place:
1. Target the incentive to a specific
industry to make determining the
success of the program easier and
to limit the risk to the state.

2. Require gains to be re-invested in
Oklahoma. No such requirement
currently exists. The change would
ensure better returns for the state.
3. Improve data aggregation to
allow better measurement of the
deduction’s impact.
The IEC, which is required to issue
a report to the Legislature by the
end of the year, has not yet decided

whether to adopt the consultant’s
recommendation.

Learn more
Read the PFM evaluation of the
Capital Gains Tax Deduction at
https://go.usa.gov/xnczS

Opinions and positions cited in the Oklahoma Economic ReportTM are not necessarily those of Oklahoma State Treasurer Ken Miller or
his staff, with the exception of the Treasurer’s Commentary, which of course, is the viewpoint of the treasurer.
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Special Sessions
Gov. Henry Bellmon
July 1 & 6, 1987 - Tax
Commission reform
August 16, 1988 - Prisons
July 11, 1989 - Education &
tax increases
Gov. David Walters
January 14, 1991 - United
Airlines tax incentives
June 20, 1994 - Workers
compensation reform

Gov. Brad Henry
May 25, 2006 - Budget and
tax cuts

Gov. Mary Fallin
September 3, 2013 - Tort
reform
September 25, 2017 - Budget
shortfall, teacher pay

September 2017

Special
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The big one

A total of 12 special sessions have
been called in the past 30 years,
according to the website of the
Oklahoma Secretary of State.

The most significant special session
of the past generation was called by
Bellmon in late 1989 to enact reforms
in common education and raise taxes
to fund them.

Nine special sessions were called by
Republican governors – four by Henry
Bellmon, three by Frank Keating, and
two by Fallin. Two were called by
Democratic Governor David Walters,
while Democrat Brad Henry called
one.
Disparate reasons

Gov. Frank Keating
May 18, 1995 - Murrah
bombing recovery
June 15, 1998 - Truth in
Sentencing
January 20, 1999 - Gross
Production tax cut

TM

Special session topics have included
emergencies, such as recovery from
the 1995 Murrah Building bombing
and rebuilding correctional facilities
following a 1988 prison riot, to
business recruitment, with tax
incentives passed to attempt to lure
a $1 billion United Airlines facility to
the state.
Other reasons have included workers
compensation reform, Truth in
Sentencing, finishing a budget and tax
agreement, and a proposed reduction
in the gross production tax during an
oil price downturn in 1998-1999.
Hard ball politics were behind two
1987 special sessions called by
Bellmon to push through reforms
at the Oklahoma Tax Commission
(OTC). The second session was called
immediately after the Legislature
adjourned the first without taking any
action.
To leverage legislative action, Bellmon
vetoed the OTC appropriation and
allowed the agency to shut down until
reforms were passed.
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It lasted seven-and-a-half months,
and included heated rhetoric and a
march on the State Capitol Building
by several hundred teachers. The
result included class size limitations,
abolishment of county school
superintendents, and a teacher pay
raise.
Increases in individual and corporate
income tax rates and a half-cent hike
in the sales tax raised $230 million.
When he signed House Bill 1017
into law, Bellmon called it, “probably
the most pleasurable moment of my
political career.”
State supreme court action
Both special sessions called by
Governor Fallin have come in reaction
to rulings by the state supreme court.
In 2013, she called legislators into
session to pass tort reform. The court
had thrown out the original legislation
because it contained multiple subjects
and violated the constitutional
prohibition against logrolling. The
bill was divided into some two dozen
measures that were passed in special
session.
The current special session was
prompted by the court finding the
cigarette fee was passed in violation
of tax increase provisions of the state
constitution.
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August Gross
Receipts to the
Treasury & General
Revenue compared
August Gross Receipts to the
Treasury totalled $879.7 million,
while the General Revenue
Fund (GRF), as reported by the
Office of Management and
Enterprise Services, received
$413.7 million, or 47%, of the
total.
The GRF received between
32.7% and 54.1% of monthly
gross receipts during the past
12 months.
From August gross receipts, the
GRF received:
• Individual income tax: 59.8%
• Corporate income tax: 26.9%

September 2017
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September Gross Receipts to the
Treasury show growth in income, sales
and energy
September Gross Receipts to the
months, at $11.2 billion, are more
Treasury provide further evidence
than those from the prior 12 months
of economic recovery in Oklahoma,
by 2.3 percent, or just over $250
as total collections
million, Miller said.
top those from the
“Economic
same month of the
Economic
momentum in the
prior year for a sixth
momentum in the
state is going up,”
consecutive month,
Miller said. “In
state is going up.”
State Treasurer Ken
September, gross
Miller announced
receipts show
October 4.
increased income and consumption,
Gross receipts for September are $1
attributable at least in part to
billion, ahead of collections from last
increased oil field activity during the
September by $72.4 million, or 7.7
past several months.”
percent.
All major revenue streams, except for
Gross receipts from the past 12
SEE REVENUE PAGE 6
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• Sales tax: 45.3%

Monthly Gross Receipts vs. Prior Year

• Gross production-Gas: 71.1%
• Gross production-Oil: 13.3%
• Motor vehicle tax: 25.7%
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• Other sources: 40.9%
August GRF allocations are
above the estimate by 1.9
percent. Fiscal-year-to-date
collections are ahead of the
estimate by 0.9 percent.
August insurance premium
taxes totaled $5.98 million, a
decrease of $6.83 million, or
53.3%, from the prior year.
Tribal gaming fees generated
$11.2 million during the month,
up by $693,350, or 6.6%, from
August 2016.
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New revenue boosts bottom line

motor vehicle taxes, are up over the
prior year in September. The gross
production tax on oil and natural gas
is ahead of last September’s receipts
by almost 60 percent.

New revenue resulting from
legislation enacted earlier this year
is boosting monthly receipts. The tax
commission attributes a total of $23.8
million in September to those law
changes.

Gross income tax collections are up
by more than 5 percent, and sales tax
is higher by more than 10 percent.
Motor vehicle receipts are off from
last year’s receipts by 6.7 percent.

The largest amount, $11.1 million,
came from a new 1.25 percent state
sales tax on motor vehicles. A $5
fee on motor vehicle registration
increased collections by $1.5 million
for the month.

The 12-month picture shows
continued, steady growth. Only
corporate income tax payments are
shown as lower than those from the
previous 12-month period.

Changing the 1 percent horizontal
drilling gross production tax rate
to 4 percent generated $6.9 million
during the month. Elimination and
suspension of gross production rebate
payments added $3 million to gross
collections.

Growth in individual income, sales,
gross production and motor vehicle
taxes show increases ranging from 0.5
percent to 41.8 percent.

Gross Production Tax Collections
October 2015 – September 2017

Since August, the law changes have
yielded $40.5 million in new gross
revenue.
September collections
September gross collections total
$1 billion, up $72.4 million, or 7.7
percent, from September 2016.
Gross income tax collections,
a combination of personal and
corporate income taxes, generated
$368 million, an increase of $18.6
million, or 5.3 percent, from the
previous September.
Individual income tax collections
for the month are $297.5 million, up
by $14.1 million, or 5 percent, from
the prior year. Corporate collections
are $70.5 million, an increase of $4.5
million, or 6.7 percent.
Sales tax collections, including
remittances on behalf of cities and
counties, total $384.2 million in
September. That is $35.8 million, or
10.3 percent, more than September
2016.
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Ending a discount for businesses that
remit sales tax added $1.3 million for
the month, and a new fee assessed
on professional sports tickets
contributed $102,473.
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Source: Oklahoma Tax Commission

Gross production taxes on oil and
natural gas generated $50.2 million
in September, an increase of $18.7
million, or 59.4 percent, from last
September. Compared to August
reports, gross production collections
are up by $6.4 million, or 14.6
percent.
SEE REVENUE PAGE 7
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2015-September 2016 period.

Motor vehicle taxes produced $60
million, down by $4.3 million, or 6.7
percent, from the same month of last
year.
Other collections, consisting of
about 60 different sources including
use taxes, along with taxes on fuel,
tobacco, and alcoholic beverages,
produced $149.6 million during the
month. That is $3.6 million, or 2.5
percent, more than last September.

Individual income tax collections total
$3.6 billion, up by $16.2 million, or 0.5
percent, from the prior 12 months.
Corporate collections are $403.5
million for the period, a decrease of
$55.6 million, or 12.1 percent, over
the previous period.
Sales taxes for the period generated
$4.3 billion, an increase of $81.9
million, or 1.9 percent, from the prior
year.

O K L A H O M A

Twelve-month collections

up by $60.2 million, or 3.8 percent,
from the previous 12 months.
About Gross Receipts to the
Treasury
Since March 2011, the Office of
the State Treasurer has issued
the monthly Gross Receipts to the
Treasury report, which provides a
timely and broad view of the state’s
macro economy.
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unemployment rate was little
changed at 4.4 percent in August.
The state’s–
seasonally
adjusted
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rate was down by 0.5 percentage point compared to August 2016.
Oklahoma’s seasonally adjusted unemployment rate rose to 4.5 percent in August, while the U.S.
unemployment rate was little changed at 4.4 percent in August. The state’s seasonally adjusted unemploym
rate was down by 0.5 percentage point compared to August 2016.
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August, according to figures released
by the Oklahoma Employment
Security Commission.

State jobless numbers improved by
five-tenths of a percentage point over
the year.
For a second consecutive month,
the Oklahoma rate is one-tenth of a
percentage point higher than the U.S.
jobless rate.
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In August, statewide seasonally adjusted employment decreased by 97 persons (0.0 percent), and
* Data adjusted for seasonal factors

Oklahoma Economic Report

September 2017

TM

Economic Indicators
Gross Receipts vs. Oil & Gas Employment
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