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Structure of Oregon’s economy
Oregon has a surprisingly diverse and dynamic economy.  It
is a challenge to provide a comprehensive, consistent and suc-
cinct description of an economy as complex as Oregon’s and
even more difficult to reflect the ongoing changes.  However,
it is important that the readers of this report have some ap-
preciation of the diversity of Oregon’s economy and the com-
plex and dynamic relationships between the natural environ-
ment and the economy.

The most comprehensive, consistent, and defensible snapshot
of Oregon’s economy currently available is a 1993 Social Ac-
counting Matrix (SAM) model. SAM models are demand-based,
which means  final demands (exports, investment, govern-
ment) determine the level and types of economic activity.
Employment is “generated” as a result of these external de-
mands; in the case of industries, by sales outside the state; in
the case of households, by income arising from outside the
state; in the case of federal government agencies, the spend-
ing of federal dollars; and in the case of state and local gov-
ernments receipts and transfers from outside the state.

Table 2.1-1 shows the number and percent of jobs in Oregon
generated by various sectors of the economy in 1993. These
numbers differ from traditional sector employment numbers
in that they reflect the total jobs dependent upon or gener-
ated by that sector of the economy regardless of the sector in
which the people are actually employed (Waters, Weber and
Holland, 1999). The relative shares of the various sectors have
changed over time as Oregon’s economy  has grown and di-
versified.

The long term growth and vitality of Oregon’s economy de-
pend upon the quantity and quality of Oregon’s resource base
(land, human capital, physical capital/infrastructure, environ-
mental amenities, natural resources).  The status and health
of Oregon’s environmental resources (the focus of this report)
are important components of this resource base and impor-
tant determinants of the long-term health of Oregon’s
economy.

Table 2.1-1 provides some insight into the varying and dy-
namic relationships between Oregon’s environmental re-

sources and the economy. Traditional land and water based
industries are heavily dependent upon direct harvest of re-
newable environmental inputs (e.g. timber, food, forage, fish).
These sectors generated roughly 20% of the state’s jobs in 1993.
The relative share of the economy represented by these in-
dustries has been declining as Oregon’s economy has grown
and diversified. Other sectors (e.g. manufacturing) though not
based directly on resource extraction or harvest still depend
on the environment for a variety of inputs including clean
water and power. Environmental and other amenities are also
important factors in attracting new manufacturing industries
to Oregon. The manufacturing sector generated nearly 20%
of Oregon’s jobs in 1993 and has been growing rapidly over
the past two decades. Other sectors (e.g. tourism, services) are
generally less dependent on direct inputs of water and power,
but are increasingly dependent upon quality of life factors
provided by the environment (e.g. recreation opportunities,
aesthetics, amenities). The construction and service sectors
generated 31% of the state’s jobs in 1993. Finally, federal trans-
fers and extraregional income payments to households and
to state and local governments generated over 25% of Oregon’s
jobs in 1993.  Amenities (environmental and other) are par-
ticularly important factors in attracting retirees and high in-
come residents to the state (Judson, Reynolds-Scanlon and
Popoff, 2000).

Socioeconomic profile
Oregon is currently in its eighth year of economic expansion.
Since mid-1991, Oregon’s economy has grown at an average
rate of 3.0 percent each year, matching the long-term average
annual growth rate Oregon has experienced since 1960. This
strong growth has been due to the combination of a stable,
growing national economy and several factors unique to Or-
egon, principally solid population growth and the emergence
of the state’s high technology industrial base.

Still, Oregon has seen a divergence in economic performance
over the last decade.  Regions of the state that have had large
shares of employment in the timber and fishing industries
have seen slower economic growth than other regions of the
state. This difference in the recent economic fortunes of rural
and urban areas of the state is reflected in the fact that 15 of
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the 16 “economically distressed” counties identified by OEDD
are located in the Snake River, Blue Mountains, Columbia Pla-
teau, Klamath Mountains, and south Coast ecoregions.

Although jobs in timber have often represented the cream of
the economic crop in rural areas, these losses have not neces-
sarily translated into economic stagnation. Every county in
Oregon, with the exception of Sherman, Grant, and Lake, has
seen both the number of jobs and the number of residents
increase since 1990. While there is some correlation that shows

more severe losses in the timber industry associated with
slower the rates of overall job growth, it is not a strong corre-
lation , and there are numerous exceptions. The quintessen-
tial example is Deschutes County, where between 1990 and
1998, the loss of timber jobs equaled just over four percent of
total 1990 county employment, and yet total employment
grew by more than 50 percent. Counties with comparable
losses in timber jobs saw total job growth range from a high
of 18 percent (Hood River County), to a low of 7 percent (Coos
County).

NOTES: Direct employment is the own employment impact for each sector from the matrix of employment impacts. Columns may not

sum to totals due to rounding errors.

SOURCE: Waters, Edward C., Bruce A. Weber, and David W. Holland. 1999. The Role of Agriculture in Oregon’s Economic Base: Findings

from a Social Accounting Matrix. Journal of Agricultural and Resource Economics 24(1):266-280.

Table 2.1-1. Oregon Export Base Dependent Employment (1993)
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The reason for such phenomenal job growth in Deschutes
County and elsewhere has been rapid population growth.
More than the loss of timber jobs, population growth has been
the primary driver of local economies over the last decade.
Again, while timber job losses explain a small portion of the
variation in job growth among counties, population explains
much more of that variation.

Obviously, the reasons behind Oregon’s population explosion
are more complex than simply the availability of jobs, and
the reasons for the variation in economic expansion include
issues that have been more pervasive, and perhaps more mean-
ingful, than the loss of resource-based jobs.  Surveys of recent
in-migrants echo this.  One of the most frequently cited rea-
sons for moving to Oregon has consistently been quality of
life.  Clearly, issues such as the environment and general feel-
ings about “community” matter to Oregonians, and have had
a measurable impact on Oregon’s economy.

Population and employment
Since 1990, Oregon’s population grew by 458,500, a gain of
16 percent. Some rural areas of the state have been stronger
magnets than others.  The Eastern Cascades ecoregion has
seen a more rapid increase in residents since 1990  than all
other ecoregions.  This is due to rapid growth in the Bend
area; no doubt the new residents are attracted to the quality
of life offered there.  Other areas have seen consistent growth
of around 12 to 15 percent with the exception of the Coast
and Blue Mountain ecoregions; two areas that have seen some
of the sharpest drops in the number of manufacturing jobs.

Between 1990 and 1993, the loss of over 10,000 jobs in the
wood products manufacturing industry fueled an economic
downturn. This affected rural areas more than urban areas,
because of their greater dependence on this industry as a source
of jobs.  With the exception of the Willamette Valley, all
ecoregions registered jobless rates in excess of nine percent in
1993.  In comparison, the Willamette Valley’s jobless rate
peaked at a mere 6.5 percent the year before, and dipped as
low as 4.0 percent in 1995.

Total nonfarm payroll employment in Oregon has grown by
26 percent between 1990 and 1999.  All ecoregions of the
state have added jobs since 1990, ranging from a 30 percent
increase in the Eastern Cascades ecoregion to just eight per-
cent for the Blue Mountain ecoregion.

Industry Trends
In contrast with the United States, Oregon has seen an in-
crease in the number of manufacturing jobs since 1990.  How-
ever, only the Willamette Valley and Columbia Plateau
ecoregions have seen an increase in the net number of manu-
facturing jobs.  This difference highlights one of the most
pervasive and far-reaching trends affecting Oregon over the
last decade: the dramatic shift in the state’s industrial base.

A surge in new investments in the semiconductor industry
and other high tech manufacturing industries early this de-
cade was a primary factor in the net increase in manufactur-
ing jobs.  Since 1990, Oregon’s electrical and electronics manu-
facturing industry has accounted for over one-fourth of the
total increase in economic output for the state (26.6%, through
1997).  Other durable goods manufacturing industries that
have shown rapid job gains include the RV and truck makers,
and computer and office equipment manufactures.

In contrast, Oregon’s traditional core industry – lumber and
wood products manufacturing – has seen a substantial reduc-
tion in jobs (-13,700, through 1998) and little growth in the
value of output (+1.4%, through 1997) since 1990.  Two-thirds
of these job losses have been in areas outside of the Eugene,
Portland, and Salem metro areas.  This has resulted in starkly
different general trends in the development of the Willamette
Valley ecoregion, which has seen rapid growth in high-pay-
ing, high technology manufacturing industries, and the more
rural areas of the state, which have witnessed a hollowing out
of an important source of high-paying jobs.  As mentioned,
the only ecoregions to experience a net increase in total manu-
facturing employment since 1990 are the Willamette Valley
and the Columbia Plateau.  The remaining ecoregions have
witnessed a loss of manufacturing jobs. The expansion of non-
manufacturing jobs has been more balanced.  Every ecoregion
has shown an increase in jobs since 1990, despite the loss of
manufacturing jobs.

Personal Income
Oregon’s per capita income is slightly below the nation’s, but
has been rising faster than the national average since the early
1990s. Currently the Willamette Valley region leads the state
in personal incomes. The Willamette Valley has a higher per-
centage of employment in high-wage industries and occupa-
tions that are more likely to offer full-time employment.  Ru-
ral ecoregions tend to be more dependent on seasonal, re-
source-based industries as their source for high-wage jobs.  The
seasonal characteristics of these industries means that full-
year employment isn’t possible for many people.  Add to this
the losses in resource-based industries earlier this decade, and
wages in most rural areas have simply not kept pace with the
gain in wages in the Willamette Valley.

This fact is illustrated by trends in personal income and wages.
Those areas which have seen the most crippling effects of the
downturn and stagnation of Oregon’s resource-based manu-
facturing industries have seen little to no growth in real per
capita personal incomes.  In fact, the per capita income for
the balance of the state beyond the Willamette Valley has risen
by just $342 in real terms since 1990, compared to a rise of
$1,990 during the same time in the Willamette Valley. This
small increase in per capita income in rural areas actually masks
a drop in real, per capita worker earnings (-$234).  Much of
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this was due to the general decline in average wages: between
1990 and 1998 real average annual wages (adjusted for infla-
tion) fell in every ecoregion except the Columbia Plateau
(+$900) and the Willamette Valley (+$2,200).   Average an-
nual wages in the Coast ecoregion were the hardest hit, fall-
ing by $1,700 since 1990, in real terms.

Had it not been for a very rapid increase of government trans-
fer payments (+32%, in real terms), real per capita incomes in
the rural ecoregions would have suffered.  Such transfer pay-
ments constitute the retirement and social safety net of gov-
ernment spending – Social Security, Medicare and Medicaid,
unemployment insurance benefits, and various income assis-
tance programs, among others.
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