Proposed Benchmark Revision

Benchmark 24 - Some College Completion
Revision OBM 2,3,6,8,13 
Oregon Progress Board


CFED Sourced Measures
Required Benchmark Revision


The Corporation for Enterprise Development (CFED) has discontinued its yearly development report card for the states.  This report card was the source for the following five benchmarks:

· OBM 2 - Oregon's national rank in traded sector strength

· OBM 3 - Oregon's national rank for new Employer Identification Numbers per 1000 workers.

· OBM 6 - Oregon's national rank in economic diversification (1st = most diversified)

· OBM 8 - Oregon's national rank in venture capital investments (measured in dollars per worker)

· OBM 13 - Comparison of average incomes of top 5th families to lowest 5th families

Given the discontinuation of the source these five benchmarks have not been updated since the 2007 report.
Michael Anderson of OECDD has worked up the following replacements measures.  Most of the replacements are similar to if not identical in definition to the current measure.

Benchmark 2 – Trade Outside of Oregon

Oregon Benchmark 2 is sourced from the CFED indicator “Strength of Traded Sector.”  The original data set was calculated by Andrew Reamer & Associates using a proprietary method for classifying an industry as being in the traded sector. 

Proposed Alternative

Create a score based on the location quotient calculated traded sector average wage. The location quotient is used to calculate the “excess wage” in an industry. If the relative concentration of wages in industry x in state y is greater than the relative concentration of wages in industry X in the US, then the extra wages are assumed to support the traded sector.
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Analyst Recommendation

Leave benchmark as it currently is with CFED data for the 2009 report.  Given the lack of data, post 2004, there is little cause for undertaking this major benchmark change at this time.  After the 2009 report is released in January we can begin a thoroughly vetting process of the new measure.

Benchmark 3 – National Rank for New Employer Identification Numbers per 1,000 workers (1st = best)

The source of the CFED measure is used to recreate the indicator using data directly from the Office of Economic Research, Small Business Administration.  The current definition would remain the same.  However, there is a slight discrepancy in the CFED index and rankings.
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Analyst Recommendation

Removing existing data series sourced from CFED given the known discrepancy between our constructed data ranks and the CFED rankings.  Retain existing targets.  Change data source to OECDD and the Small Business Administration.

Board staff will be able in to construct the rankings for 1996 through 2001 using the proposed method in the near future (before the 2009 release.)

Benchmark 6 – Economic Diversification

OBM 6 is currently sourced from the CFED indicator “Industrial Diversity.”  This measure utilizes a Herfindahl Index of traded sector industries.  Determining which industries are in the traded sector is proprietary to the CFED measure.  The Herfindahl Index indicates the degree of diversity among industries.
Proposed Alternative

Create a Herfindahl Index using all state industries.  Data for the proposed measure is publically available from the BEA.  This proposal more closely aligns to the benchmark description by including all industries as opposed to export specific industries.
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Analyst Recommendation

Switch to the proposed measure of all industries.  Remove current targets.  
Benchmark 8 – Venture Capital Investment

The CFED measure captures venture capital spent per worker using a fee service (Dow Jones Capitalone) and publically available employment data. 

Proposed Alternatives
1) Use a similar venture capital reporting service (PricewaterhouseCoopers National Venture Capital MoneyTree Report) and labor statistics from the BLS to recreate the measure.   

2) Use the venture capital information but measure via $1,000 Oregon GSP.  This would align with the OECD/ Oregon Innovation Council  innovation index measure on venture capital investment.  (State rankings for this measure are nearly identical to rankings from the per worker measure.)
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1997-2006 data is available to create historical trends once measure is agreed upon.
Analyst Recommendation

Switch to the proposed measure using Oregon GDP and aligning to the innovation index indicator.  Remove targets.  

Benchmark 13 – Income Disparity (a. Ratio & b. National Rank)

The existing CFED measure is proprietary and cannot be duplicated. Current definition: Comparison of average incomes of top 5th (20%) families to lowest 5th (20%) families

A close substitute is publically available from the US Census based off of American Community Survey data on incomes and earnings.  Proposed definition: Comparison of share of total income of top 5th (20%) of families to lowest 5th (20%) of families.
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The ratio is larger in the proposed measure as it does not average out the quintiles earnings but leaves the data as an absolute portion.
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 3 years of data combined in the comparator.  Average incomes top 5th families to bottom 5th families.  Not identical to the new benchmark measurement.
Analyst Recommendation

Removing existing data series sourced from CFED and replace with the new data sourced from the Census Bureau (ACS data).   Remove targets, revisit setting targets after 2008 data is released (Oct 09).  Use comparator to set the context that inequality in income has been increasing in the northwest.

Agencies and Individuals Involved

Please list individuals and their corresponding agency that have assisted in constructing the benchmark revisions.  This helps the Progress Board highlight those involved in the benchmark process and add to the transparency of the update process.

	Name (title)
	Agency

	Michael Anderson
	Oregon Economic and Community Development Department (OECDD)

	Jay Grussing – Data Analyst
	Oregon Progress Board
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