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Oregon takes second in Hopelessness Index

For almost 30 years Mary Keiler worked as a technical editor for
a Portland engineering firm. Now, like thousands of Oregonians,
she is part of the Hopelessness Index. That is the group of people
who are underemployed, those looking for full time work but
settling for part time, those working intermittently at short contract
or temporary jobs, and saddest of all, those who have just plain
given up.

Employment measures through the second quarter of 2010 from
the U.S. Bureau of Labor Statistics show Oregon second only to
California in what the Bureau categorizes as “underemployment.”

A lot of these out-of-work Oregonians would refer to themselves
as “hopeless.”

o

Homeless and hopeless on the streets of Portland. Photo by Patrick Cote

Keiler is one of the lucky ones. Because of her experience and
technical expertise, she found part time and contract work, and she
has a spouse who is employed full time. A full time job would have
been her preference, but in Oregon her prospects looked bleak.

“The company cashed me out,” says Keiler, “but because
of the recession I lost most of the value of my stock. When my
unemployment ran out after six months I did mostly volunteer and
freelance editing. I knew at my age, over 50, the chances were not
good to be hired full time, so I made the decision to go on my own
with contract work.

“Sure, I would prefer to be fully employed or even employed
part time,” she admits. “I could be putting more aside for retirement
and my kids’ college tuition.”

“And I would be paying more taxes,” she adds.

In an income tax-dependent state such as Oregon, where about
85 percent of the General Fund comes from personal income
taxes, it is especially painful to both household budgets and state
government budgets when people lose their jobs or reduce their
paychecks with part time and intermittent work.

Likewise, the more people who are employed and the larger their
incomes, the more money flows into the state revenue stream.

All 50 state measures by the U.S. Bureau of Labor Statistics can

St t Traditional Total Unemployment Rate be found at http://www.bls.gov/lau/stalt.htm. A few of the states are
ate Unemployment Rate (Hopelessness index) shown on the left.
California 12.0 21.9 “Many people I know say they never imagined they would be
at this point in their lives with so little for retirement, as a result of

Idaho 8.8 16.4 the current economic crisis. That is, unless they’re in a union,” says
Louisiana 7.4 11.7 Keiler.

.. “I don’t feel entitled to further state unemployment benefits; my
Mich 13.2 21.6 . L

iehigan husband and I are doing okay. I don’t feel hopeless. But I miss the
Montana 7.6 15.1 professional involvement and teamwork. I really enjoyed my job.”
Nebraska 5.0 9.1
Nevada 13.5 21.5
New Jersey 9.9 16.0 How Oregon rates:
North Dakota 4.0 7.8

Above the national unemployment average for 14 straight years

Oregon 1100 2001 Current unemployment: 10.6%
Virginia 7.5 12.9 Third highest income tax rate in the nation
WaShington 9.8 17.4 Third highest corporate income tax rate in the nation

U.S. Bureau of Labor Statistics through 3rd quarter 2010
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The dark side of introspection

“When | left office in January of ‘87, | said publicly that the gas tank in Oregon’s economy was filled.
We had created a better business climate in Oregon than in either California or Washington.”

Oregon’s postwar economic history is a schizophrenic
tale — divided between eras when Oregon chooses to be
part of the global economy, and eras when Oregon turns
inward and falls in love with its own uniqueness.

But a peculiar phenomenon takes place during those
eras when Oregon decides to act like the Greek god Nar-
cissus, adoring its own reflection. When Oregonians
start talking about our “unique quality of life” and how
“Things Look Different Here” and when they tell travel-

Post-War Boom: 1945-1966
Governors: Snell, Hall, McKay, Patterson,
Smith, Holmes and Hatfield

Oregon builds a successful economy based upon the use
of its natural resources. Communities around the state
thrive and grow around agriculture and timber, which

provide family wage jobs for rural Oregonians and build

profits for urban-based companies.

Oregon, Open for Business: 1979-1992
Governors: Atiyeh, Goldschmidt

Governor Vic Atiyeh holds a press conference on the
Oregon-California border and tears down McCall’s
“Visit but Don’t Stay” sign. Atiyeh makes nine trips

to Japan and over 200 Asian companies locate in
Oregon. Intel moves its 5,000 research and development
engineers to Hillsboro. The Wall Street Journal reports
that by the mid 1990s more money is invested in the
semiconductor industry in Washington County than the
rest of the nation put together. Neil Goldschmidt builds
on Atiyeh’s work.

ers, “Visit but Don’t Stay,” that is when the state’s unem-
ployment rate skyrockets.

Four distinct eras demonstrate this phenomenon. In
the first two eras we chose to be economically vibrant.
In the other two eras we chose not to be competitive, but
instead to be introspective about our unique lifestyle.

Despite the fine work of Govs. Atiyeh and Gold-
schmidt to reinvigorate a strong business climate, once

Narcissus by Caravaggio

“‘Now, twelve years and three
governors later, it appears that
the last time the tank was filled
was in 1987.”

--- Vic Atiyeh, November 1999

again Oregon chose instead to gaze at its own reflection.
For the last 15 years a majority of Oregonians preferred
to “Keep Portland Weird,” and to ensure that “Things
Look Different Here.”

These bumpersticker slogans symbolize the anti-busi-
ness attitudes that have ushered in a second era of unem-
ployment, business closures, and declining tax revenues
remarkably similar to the McCall era. And unemployed
Oregonians have suffered accordingly.

MccCall Shuts the Door: 1967-1978
Governors: McCall, Straub

Governor Tom McCall tells the world’s tourists coming
to Oregon: “Visit but Don’t Stay.” Oregon’s economy
slows and unemployment reaches 12.5 percent in the
early 1980s — the highest unemployment rate of any
state in the nation at the time since the Great Depres-

sion.

Back in Self-Love: 1993-present
Governors: Roberts, Kitzhaber, Kulongoski

Oregon decides that “Things Look Different Here” and
a string of governors enact tax and regulatory policies
that send business into a tailspin. The public employee
unions take unprecedented control of state politics. In

the 2008 election, the OEA and NEA spend $12 million

on campaigns cementing their ownership of Oregon

politics. More money is spent by public unions on politi-

cal campaigns in Oregon than in any other state in the
nation, with the exception of California.

By the summer of 2009 Oregon’s unemployment rate
rises to 12.5 percent, second highest in the nation.
Oregon unemployment is more than three points above
the national average and three points higher than its
neighbor, Washington.

EVEN BLUE STATES GET THE BLUES

Yes, Oregon, even blue states need Fortune 500 companies

o Southern states in the
U.S. locate a dispropor-
tionate share of Fortune
500 companies within
their borders because they have
a weak union presence and less
stringent environmental regu-
lations? Maybe so. That’s an
argument that’s often made in
The Wall Street Journal about
why American companies keep
moving plants South.
The state of Tennessee, with
a population twice the size of

Fortune 500 companies.
Arkansas, with a smaller
population than Oregon, is
home to four Fortune 500 com-
panies, twice as many as Or-
egon. And how about Missouri?
Well, the St. Louis metropolitan
area, with a population roughly
the size of metro Portland, is
home to 10 Fortune 500 com-
panies, while Portland’s metro-
politan area has just two, Nike
and Precision Castparts.
The evidence shows
that Southern red states

Northern U.S. blue states —
states that have a similar repu-
tation for progressive politics?
Alook at the numbers is not
positive for Oregon.
The four Northern U.S. blue
states with politics similar
to Oregon are: Minnesota,
Wisconsin, Washington,
and Massachusetts. All four
states, though roughly double
Oregon’s population, are
at least somewhat
similar in business

Oregon, and could be expected
to have a similar number

of Fortune 500 companies
headquartered in their states, at
least proportionally. But that’s
not true. And the comparison
numbers are stark.

While Oregon hosts two
Fortune 500 companies, Wash-
ington state is home to eight,
Massachusetts to 12, Wisconsin
to 10, and Minnesota is home
to a whopping 19 Fortune 500
companies headquarters. Even
Nebraska, which is smaller than

these politically similar blue
states so badly outperforming
Oregon in business atmosphere
as measured by number of
Fortune 500 companies head-
quartered in a state? Answer:
Oregon has now developed a
national and worldwide reputa-
tion for being hostile to cor-
porate business. Oregon’s tax
system is not considered corpo-
rate friendly, especially its high
capital gains tax, and the state’s
European-style land use laws

Oregon, is known as a busi-
ness friendly state. Tennessee
is home to eight Fortune 500
companies and 23 Fortune
1,000 companies.

Oregon is home to just two

are more business

how does Oregon
compare to other

WASHINGTON

Population: 5.2 million
Costco Wholesale — 24
Microsoft — 35
Amazon — 130

Paccar — 170
Weyerhaeuser — 236
Starbucks — 261
Nordstrom — 301
Expeditors International — 434

OREGON

Population: 3.9 million
Nike - 136
Precision Castparts - 362

friendly than Pacific
Coast blue states. But

atmosphere to

MINNESOTA

Population: 5.2 million
UnitedHealth Group — 21
Target — 28
Supervalu - 51
Best Buy — 56
CHS - 72
3M - 95
U.S. Bancorp — 128
General Mills — 193
Medtronic — 196
Land O’ Lakes — 224
Xcel Energy — 242
Mosaic — 276
C.H. Robinson Worldwide — 300
Ameriprise Financial — 348
Hormel Foods — 373
Ecolab — 403
Thrivent Financial - 409
Pepsi/Americas — 478
Nash Finch — 492

_ Blue State Fortune 500 Companies/Rank by Location

Oregon, has twice as many

are easily the most restrictive in
the country.

Fortune 500 com- On a per capita basis, Or-

panies as egon has fewer Fortune 500
Oregon. companies located within its
Why are borders than any other state.

MASSACHUSETTS

Population: 6.7 million

Liberty Mutual — 66
Raytheon — 108
Staples — 109
TIJIX -131
Mass Mutual — 135
EMC -172
State Street Corp. — 206
Thermo Fisher Scientific — 256
BJ’s Wholesale Club — 269
Global Partners — 291
Boston Scientific — 330

Perini — 432

WISCONSIN

Population: 5.6 million
Johnson Controls — 58
Northwestern Mutual — 118
Manpower — 119
Kohl’s — 155
Oshkosh — 349
American Family — 388
Harley-Davidson — 412
Rockwell Automation — 429
Manitowoc — 480
Fiserv — 462

*number after business name is Fortune 500 rank
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The China connection brings jobs to Oregon

In 1984, Oregon Governor Vic Atiyeh, NIKE sold $1 billion of merchandise profits return either directly or indirectly ~ forage seed to China for more than 25
in a visionary move, led a delegation in China last year and expects sales in to Oregon’s economy. years.
to Fujian Province in China and signed China to double to $2 billion by the In addition to NIKE’s sales success China’s population is officially
“sister-state” accords with Fujian end of next year — and NIKE will in China, Oregon’s INTEL is a major set at 1.3 billion, yet some estimates
Governor Hu Ping. soon begin a major promotion of NIKE exporter of computer chips to China. In place it closer to 1.5 billion. Just the

golf products in its fact, nearly 75% of Oregon’s exports to difference in population estimates would
Chinese markets. A China involve computers and electronics.  fully populate the combined nations of
substantial amount Oregon has also been exporting grass Germany, France and Great Britain.
of NIKE and As China’s middle and upper
economic classes grow, many
. Chinese families want their child
Total Expo rts to Ch inNa to attend college in the U.S.
Chinese students coming to
Oregon universities pay full
non-resident tuition and gain a
first class American education.
In addition, relationships are
made between Oregon and Chinese
students that will last a lifetime. In
addition to the win-win benefits
for both the university and the
students, strong friendships made
will bear fruit in many ways
throughout the students’ careers.
China wants to buy Oregon
products, and Oregon companies
provide employment to Oregon
workers to grow and produce
products for Chinese consumers.
The vision of Gov. Atiyeh still
pays dividends today. His legacy
is a stunning example of the
importance of building business

Oregon’s economic and cultural
connection with China has grown
dramatically since then. Over the past
20+ years, China’s economic growth
has skyrocketed, surpassing Japan as the
second largest economy in the world.

So what does China’s growth have to
do with Oregon? And with Oregon jobs?

A few years ago China was Oregon’s
number 6 trade partner. Today, Oregon
sells more products to China than any
other export destination. Oregon’s
economy is inseparably connected with
China.

Highlights from the 2010 Oregon
Legislative & Business Delegation to
China, which promoted trade, travel,
training and educational exchange
with agencies, businesses and
universities throughout China,
demonstrate a clear path to
economic improvement for
Oregon and for Oregon’s
elected leaders.

One Oregon delegation
member was Gabriella Ferrari,

a representative of NIKE’s
international department. NIKE is
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big business in China. More than In 2008, Oregon exports to China were nearly $2.5 billion. In 2009, Oregon exports to China friendships and partnerships with
4,000 NIKE stores currently operate  increased $500 million to just under $3 billion in sales. Now, in only the first six months of 2010, emerging economies around the
in China. In Beijing alone, NIKE has Oregon’s exports to China reached $2.3 billion in sales. world to create jobs right here in
between 300-400 stores. Oregon.

Oregon government growth far outpaces private sector
While Oregon economy shrinks,
state government spending skyrockets T

4,300 State Govt. Jobs Added

regon has felt the effects of the national recession far more
than most states.

Oregon’s unemployment rate has more than doubled since the hous-
ing boom ended in 2008, and it has remained above the national aver-
age for more than 14 straight years. It has stood stubbornly between
10.5 percent and 10.7 percent for more than a year.

In the 14 years that unemployment has been above the national av-

erage, the state all-funds budget has grown by 161 percent.
. 25,000 | |
at’s right — 161 percent.
Just since 2005, the state’s budget has gone up a whopping 49 per- 0 '
cent. 125,000 |
In just the last budget cycle, a time in which Oregon’s economy has ‘§ 250,000
been in virtual free fall, the state budget increased from $49 billion to BI=
$61 billion — an increase of over 23 percent. i 75,000
The picture looks even more interesting when Oregon’s economic § -100,000
health, measured in “Gross State Product” is compared to the growth -125,000
in state government spending. As the chart below shows, between 1999 150,000
and 2009, government spending grew more than twice as fast as Gross : P~
State Product. -175,000
And for the 2009-11 period, things will get worse. State spending nov |jan |mar |may |jul |sep |nov |jan |mar |may |jul |sep 'nov |jan |mar |may
is slated to grow by 23.2 percent, while econgiHESTOWHINIEBEEAE 2007| 2008|2008 2008 | 2008 2008 | 2008 | 2009 2009| 2009 2009 | 2009 | 2009 | 2010 | 2010 | 2010
zero. The mismatch between public sector spending and economic
growth is getting worse. Oregon’s Private vs. Public Sector Job Trends
All Funds Spending “Other Funds” Federal Funds and the Other Funds budgets.
Employment: public vs. private sector Where the REAL money is Other Funds are made up of every non-income
Since the recession started taking hold in Oregon in late 2007, the So how did Oregon’s “all-funds” budget tax source of revenue: all the fees, gas taxes,
private sector has shed about 154,000 jobs. But employment in the grow by 49 percent since 2005 when Oregon’s lic?:nsin'g, ex?i'se taxes, public purpose charges,
public sector has gone in the opposite direction. income tax receipts were declining each year university tuition charges, etc.
As the chart to the right shows, the public sector added more than due to the deep recession? How can spending Since 2005, Federal Funds received by
4,700 jobs in this same span of time be going up that fast when we constantly read Oregon have almost doubled from $8-2
Economists say this kind of mismatch between a shrinking private about budget shortfalls? billion to $16.1 billion. This is partially due
sector and a growing public sector is unsustainable. “Common sense When politicians talk about budget short- to one-time “Stimulus funds” from the federal
tells you that government can’t keep growing during a recession,” says falls, they are referring to the General Fund, governmcifs
Phillip J. Romero, Professor of Business at the University of Oregon which is made up of income tax receipts and the The Other Funds category has also grown
Lundquist College of Business. profits from the Oregon Lottery. This portion very rapidly since 2005. In the last three
“Every dollar the government spends must be first taxed from of the budget is the most volatile, because itis ~ Pudgets, the Other Funds category has grown
people’s wages and business profits,” says Romero. “In a deep reces- directly tied to Oregon’s economic vitality. from $20.02 billion in 2005-07 to $30.7 billion
sion like the one we are in, with personal incomes falling and business As the chart below shows, in the three in 2009-11. )
profits barely hanging on, government spending increases like we have  budgets passed between 2005 and today, the As the chart shows, combining the growth of
seen in Oregon simply can’t be sustained.” General Fund has barely grown. It 2005-07 it all three categories of funds, the Oregon state

was $12.4 billion, and it grew to $13.58 billion ~ government budget has grown by 49 percent
at the start of this biennium. That’s a relatively ~ Since the 2005-07 biennium.

modest 4.5 percent growth rate each two year The only question that most Oregonians may
cycle. want to ask themselves is whether their own

But the General Fund constitutes less than household budget has grown by 49 percent,
one-fourth of what the state government because all three funds come from taxpayers’

AI I F u n dS spends. The other 78 percent is made up of pockets.
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Does quality still count?

Oregon K-12 spending remains above western neighbors;
School quality and academic results show little difference

Every two years when the Or-
egon legislature meets to decide
on the state government budget,
the question of how much to
spend on education is always the

most controversial budget issue.

One issue that doesn’t get
much discussion in the leg-
islature, however, is whether
Oregon gets a good return on
the investment it makes in our
schools.

Most legislators say that K-12
education is their highest priori-
ty. This no doubt reflects the fact

Areport released this summer
by the non-partisan education
journal Education Next showed
that Oregon’s teachers union
spends far more on politics than
any other teachers union in the
country. The OEA spent $357
per teacher in 2008 to influence
elections, compared to a nation-
al average of $22 per teacher.
The Colorado teachers union
was the next highest, spending
less than half the per-teacher
amount spent by the OEA.

The union’s investment in

Economic Times of Oregon

State

Oregon
Washington

California
Idaho
Nevada
Utah

Arizona

numbers are available.
California spent a full 11 per-

cent less than Oregon. Arizona

ranked last in the west, at $5685

that the Oregon Education As- politics appears to have paid per student,
sociation (OEA), Oregon’s larg-  dividends. 41 percent
est teachers union, is Oregon’s per-student less than Or-
the state’s most education spending is above egon spends
$1 0000 — powerful every other western state in per student.
union. the lower 48 states. According With such
to the National Education a large dis-
o | Association’s “Ranking of the parity in per-
o States 2009,” Oregon led every  student spend-
$8800 - k“g s other western state with ing between
S % A $9,705 per student in states in the
tg i °§. 5 the 2007-08 school western U.S., one might think
‘\, 7 = year, the latest that there would also be a large
$7600 — 8 g | § year for disparity in the quality of the
~ E ; A A which schools. But this isn’t the case.
% .4: & _ Although there is no universally
o & E oy - accepted method for comparing
3 .': ? 2 school quality state-to-state, one
$64OO B o go h g | z of the most respected efforts
é § g’; A to do so is Education
= N 3 c i g Week’s annual “Qual-
ic | i S T § . 3 ity Counts” report.
$5200 B ’ , | - o ‘Jw’ Despite  spending
| | -y @ more per student than
| | | ¥ ¥ § = E other western states,
3 ) ) 1 ) j:T g j E Oregon’s grade from
$4000 P | > | > | > ] > ] L £ @ = the 2010 Quality

NEA RANKING O

EXPENDITURES FOR PUBLIC K-12 SCHOOLS

PER STUDENT IN FALL ENROLLM

F THE STATES 2009

ENT, 2007-08

http://www.nea.org/assets/docs/010rankings.pdf

* Compare the expenditures in this chart to the
achievement rankings in the chart above right

Counts report is a very
pedestrian “C-minus.”
Oregon ranked 43rd
in the nation, while
California, which
spends 11 percent less
per-student, came in
19th. Utah schools,
which spend less than
60 percent of what Or-

Overall Grade

C-
C
C+
C-
D+

Score

71.0

75.4
76.8
70.9
68.7

Ran

3

43

30
19
44
10)

72.7
70.8

38
46

Achievement rank

40
22
38
17
45
26
44

Education Week Quality Counts 2009

egon schools spend per student,
received a higher grade in the
Quality Counts report, coming
in 38th in the nation.

Oregon does not get much

bang for its buck spent on

K-12 education.

The picture is even bleaker
when the question is narrowed.
How does Oregon compare to its
western neighbors in measures of
academic achievement? Like the
measures of overall school qual-
ity, there is no single measure
of academic achievement that is
universally accepted for a state’s
schools.

In the Quality Counts report,
achievement is one of the sub-
categories for their measure-
ment of overall school quality.
Oregon schools do poorly com-
pared to other western states on
this achievement score. While
Washington ranks 17th and
Idaho comes in at 22nd, Oregon
ranks 40th in the nation.

Oregon does not get much
bang for its buck spent on K-12
education. If our relatively high
per-student spending isn’t buying
us generally high quality schools,
or specifically, high achieving

schools, what are we getting for
it?

Judging from one study
done several years back for the
Oregon  School
Boards Associa-
tion, Oregon tax-
payers are foot-
ing the bill for a
disproportionate
level of non-class-
room personnel,
and for a benefit
package that is
among the most
generous in the nation.

From the study’s conclusion:

“Oregonians elect to spend
more on elementary and second-
ary public education relative to
the average state and each of
its neighboring states. This ad-
ditional spending essentially
funds higher relative compensa-
tion for system staff primarily in
the form of higher than average
benefits. Relative to neighboring
states, Oregon also has a great-
er number of non-teacher staff
per teacher.”

Public K-12 education is one
of the largest single line items
in the state general fund budget.
In the current budget, schools
receive 43 percent of the $14.5
billion General Fund.

Based on the Quality Counts
report, there may be little reason
for Oregonians to believe they
are getting value for their school
spending dollars.
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rundown old home, it would be painfully
clear where the high income earners lived
and where the family lived that was strug-

Oregon is becoming that house and
Oregonians are the families struggling

regional neighbors. While their incomes

Oregon reached its economic high-water
mark of 22nd in the nation in per capita

investment in Washington County. At the
time, per capita income stood at $23,076

Oregon’s neighbors, Washington, Califor-
nia and Nevada, ranked 16th, 13th and 9th
respectively in per capita income.

s and one
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ground.

ak of Intel’s

at $22,293.

(Ranked 22nd

By 2009, U.S. per capita income
reached $39,138, while Oregon’s was just
$35, 667. Oregon has now dropped to 31st
in the nation, several thousand dollars be-
hind the national average.

What about Oregon’s neighbors? Did
they slide as well? No. Today, California,
Washington and Nevada are ranked 10th,
12th and 20th in per capita income. The
Far West region, as measured by the U.S.
Commerce Department, remains well
above the national average, with a per cap-
ita income more than $40,000 annually.

Despite the high-tech boom of the 1990s
that helped make the West an even more
prosperous region, structural problems
and attitudes in Oregon have now, at least
statistically, made the state less prosperous
than its nearby neighbors.

The next global economic recovery can-
not wholly address the structural problems
unique to Oregon. We’ve got some catch-
ing up to do, and the state will need to find
its own solutions.

Per CAPITA INCOME BY STATE

Oregon

In the pOOI"hOuse and out of step with the neighborhood

The western region of the United States,
as a whole the second wealthiest region in
the country, ranks well above the rest of
the nation in per capita income.

But not so for poor Oregon.

If there were four houses on a block,
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