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K-12 Spending and the Oregon Economy

EXECUTIVE SUMMARY
Unlike most other industries, the K-12 public education sector has a presence in
every community in Oregon and affects local economies in many ways. School
funding finances salaries for teachers and classified staff, building construction,
materials, and school supplies. Moreover, school employees take their salaries
and make mortgage or rent payments, buy groceries, purchase a host of other
goods and services, and pay taxes.
The Oregon Education Association (“OEA”), Oregon School Boards Association
(“OSBA”), and the Confederation of Oregon School Administrators (“COSA”)
retained ECONorthwest to estimate the economic impacts associated with
expenditures on K-12 public education on the economy of Oregon, and assess
variations in those impacts among regions within the state. The question
submitted to ECONorthwest was, “How does spending by school districts and
their employees affect the Oregon economy?”
Rather than attempt to model net impacts of school funding options, the study
estimates the links between the K-12 public education system and other sectors
of the economy. Our work defines the nature of school spending during the
2000-2001 school year in five regions and carefully traces how the purchases by
schools and salaries of school employees translate into economic activity in other
industrial sectors.
K-12 spending supports significant economic activity for workers and
businesses throughout Oregon.
•
With more than 56,000 employees on district payrolls during the
2000-2001 school year, the K-12 public school system, in aggregate,
was the largest employer in local government. In addition, K-12
employment exceeded employment in both Federal and State
government, as well as all private employers in Oregon during that
time period.
•

Spending on K-12 public schools includes salary and payroll of $3.3
billion, purchases of supplies and materials of $922 million, and
capital outlays of $281 million.

•

Statewide, approximately 107,000 jobs and $3.93 billion in personal
income were directly or indirectly associated with school spending.
In other words, in addition to the 56,000 direct K-12 jobs, spending
by schools and their employees support an additional 51,000 jobs,
which are widespread but concentrated in the service, finance, real
estate, and construction sectors. This represents 6.8 percent of total

employment and 7.6 percent of total personal income in the state
during that time period.
•

Approximately nine jobs in other sectors of the Oregon economy
are supported by every ten school employees.

•

Approximately $695 million in other types of income such as rents,
royalties, dividends, and profits were received by Oregon residents
and corporations as a result of school spending.

State and local tax jurisdictions receive revenues that are directly or indirectly
supported by school spending.
•
In addition to the employment and income effects, the personal and
business income associated with school spending results in
approximately $351 million in tax revenues for state and local tax
jurisdictions. This includes approximately $174 million in personal
income taxes, $101 million in corporate property taxes, and $52
million in other indirect taxes levied on businesses.
Although the pattern of school spending was approximately similar across the
five geographic regions in this study, the importance of school spending on
local economies varied across the state.
•
Given their larger and more diversified economic bases, the more
urban regions of Oregon are better able to accommodate the
spending by districts, their employees, and those businesses that
supply goods and services to schools. Put differently, urban
districts, and their employees, spend more locally because they can
find the goods and services they need close to home. These socalled multiplier effects, which measure how much of a school’s
spending remains in the local economy, are larger for Portland and
the Northwest Oregon Coast region (1.9 employment multiplier),
than they are for, say, Eastern Oregon (1.6 employment multiplier).
•

Conversely, with a less diversified economic base—principally, the
absence of significant manufacturing capacity—rural areas have a
larger percentage of their total economic activity associated with
the K-12 system. For instance, in Eastern Oregon, approximately
9.2 percent of regional employment and 12.1 percent of regional
incomes are directly or indirectly associated with school spending.
This compares to 5.3 percent of jobs and incomes in the Portland
and Northwest Oregon Coast region.

The economic impacts on the five geographic regions in this study were
significant.
•

Approximately 44,400 jobs and $1.7 billion in personal income for
households and businesses in Portland and the Northwest Coast
are supported by school spending.
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•

Almost 29,000 jobs and $1.0 billion in personal income for
households and businesses in the Willamette Valley and Central
Coast are supported by school spending.

•

Approximately 7.8 percent of total employment in Southern
Oregon is directly or indirectly affected by school spending.
Regionally, 14,400 jobs and $490 million in personal income are
supported by school spending.

•

School spending supports 6,800 jobs and $235 million in personal
income for households and businesses in the Columbia River Gorge
and Central Oregon region. This amounts to 7.8 and 10.6 percent of
regional employment and incomes, respectively.

•

Jobs and incomes for residents in other sectors of the Eastern
Oregon economy showed the strongest linkages to school spending
of the five geographic regions in this study. In total, approximately
6,500 jobs and $200 million in personal income are supported by
school spending. This represents approximately 9.2 percent of total
employment and 12.1 percent of total income in that region.

.
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INTRODUCTION AND IMPACT SUMMARY
Given Oregon’s weak economy and related budget shortfalls, policymakers are
increasingly interested in understanding the relationships between public-sector
spending and local economies. Indeed, the more precise the measure of impacts
associated with expenditures on public programs, such as public education, the
better policymakers will understand the economic consequences of their fiscal
decisions. The Oregon Education Association (“OEA”), Oregon School Boards
Association (“OSBA”), and the Confederation of Oregon School Administrators
(“COSA”) retained ECONorthwest to estimate the economic impacts associated
with expenditures on K-12 public education1 on the economy of Oregon, and
assess variations in those impacts among regions within the state.
The question submitted to ECONorthwest was, “How does spending by school
districts and their employees affect the Oregon economy?” There are, however,
many answers to this seemingly simple question. The answer depends, in part,
on the definition of the relevant study area, identification of the source of
revenues, and specification of the relevant time period.
Unlike most other industries, the K-12 public education sector has a presence in
every community in Oregon. Since the early 1990s, the Oregon State Legislature
has determined the level of funding for K-12 public education. Through the
funding equalization process, state policymakers ensure that each of the 198
school districts throughout the state spend roughly the same amount per
student. Policymaker’s decisions about the overall funding level and the method
of K-12 financing affects local Oregon economies in complex ways.
On the one hand, additional school funding finances salaries for teachers and
classified staff, building construction, materials, and school supplies. Moreover,
school employees take their salaries and make mortgage or rent payments, buy
groceries, purchase a host of other goods and services, and pay taxes. On the
other hand, the dollars spent on K-12 programs come primarily from Oregon
taxpayers. An increase in taxes to finance additional K-12 spending also has
impacts, which vary depending on the specific tax proposed.
This report does not attempt to estimate the net effect of increases or decreases in
K-12 funding. Such a study could be done only with a specific funding proposal
in hand, and the net impacts would vary considerably across each of the 198
school districts in the state. While we do not attempt to precisely measure the
net effects of K-12 funding options, two respected economists argue that
supporting K-12 spending through taxes on higher income families would be the

1

“K-12 public education” will refer to all publicly financed primary and secondary schools in
Oregon, with the exception of two schools administered by the Oregon Department of Education
(schools for the deaf and blind) and 10 schools operated by the Oregon Youth Authority.
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least damaging fiscal course to take at the end of this economic recession2. They
note that higher income families tend to spend larger shares of their
discretionary incomes outside the region, while government spending, and that
of its employees, tends to remain in the local economy. They emphasize that any
spending reduction or tax increase is counterproductive during a recession and
both should be avoided if all possible.
Rather than attempt to model net impacts of school funding options, the study
estimates the links between the K-12 public education system and other sectors
of the economy. Our work defines the nature of school spending in five regions
and carefully traces how the purchases by schools and salaries of school
employees translate into economic activity in other industrial sectors. The
amounts described below do not include the economic effects of a better
educated workforce, which is the ultimate goal of the K-12 system.
K-12 spending supports significant economic activity for workers and
businesses throughout Oregon.
•
With more than 56,000 employees on district payrolls during the
2000-2001 school year, the K-12 public school system, in aggregate,
was the largest employer in local government. In addition, K-12
employment exceeded employment in both Federal and State
government, as well as all private employers in Oregon during that
time period.
•

Spending in K-12 schools injected more than $5.1 billion into the
Oregon economy during the 2000-2001 school year. This included
salary and payroll of $3.3 billion, purchases of supplies and
materials of $922 million, and capital outlays of $281 million.

•

Statewide, approximately 107,000 jobs and $3.93 billion in personal
income were directly or indirectly associated with school spending.
In other words, in addition to the 56,000 direct K-12 jobs, spending
by schools and their employees support an additional 51,000 jobs,
which are widespread but concentrated in the service, finance, real
estate, and construction sectors. This represents 6.8 percent of total
employment and 7.6 percent of total personal income in the state
during that time period.

•

Approximately $695 million in other types of income such as rents,
royalties, dividends, and profits were received by Oregon residents
and corporations as a result of school spending.

State and local tax jurisdictions receive revenues that are directly or indirectly
supported by school spending.

2

See Orszag, Peter and Joseph Stiglitz, “Budget Cuts Versus Tax Increases at the State Level: Is
One More Counterproductive During a Recession?” Center for Budget and Policy Priorities,
Washington DC, November 2001.
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•

In addition to the employment and income effects, the personal and
business income associated with school spending results in
approximately $351 million in tax revenues for state and local tax
jurisdictions. This includes approximately $174 million in personal
income taxes, $101 million in corporate property taxes, and $52
million in other indirect taxes levied on businesses.

Although the pattern of school spending was approximately similar across the
five geographic regions in this study, the importance of school spending on
local economies varied across the state.
•
Given their larger and more diversified economic bases, the more
urban regions of Oregon are better able to accommodate the
spending by districts, their employees, and those businesses that
supply goods and services to schools. Put differently, urban
districts, and their employees, spend more locally because they can
find the goods and services they need close to home. These socalled multiplier effects, which measure how much of a school’s
spending remains in the local economy, are larger for Portland and
the Northwest Oregon Coast region (1.9 employment multiplier),
than they are for, say, Eastern Oregon (1.6 employment multiplier).
•

Conversely, with a less diversified economic base—principally, the
absence of significant manufacturing capacity—rural areas have
larger percentage of their total economic activity associated with
the K-12 system. For instance, in Eastern Oregon, approximately
9.2 percent of regional employment and 12.1 percent of regional
incomes are directly or indirectly associated with school spending.
This compares to 5.3 percent of jobs and incomes in the Portland
and Northwest Oregon Coast region.

The economic impacts on the five geographic regions in this study were
significant.
•

Approximately 44,400 jobs and $1.7 billion in personal income for
households and businesses in Portland and the Northwest Coast
are supported by school spending.

•

Almost 29,000 jobs and $1.0 billion in personal income for
households and businesses in the Willamette Valley and Central
Coast are supported by school spending.

•

Approximately 7.8 percent of total employment in Southern
Oregon is directly or indirectly affected by school spending.
Regionally, 14,400 jobs and $490 million in personal income are
supported by school spending.

•

School spending supports 6,800 jobs and $235 million in personal
income for households and businesses in the Columbia River Gorge
and Central Oregon region. This amounts to 7.8 and 10.6 percent of
regional employment and incomes, respectively.
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•

Jobs and incomes for residents in other sectors of the Eastern
Oregon economy showed the strongest linkages to school spending
of the five geographic regions in this study. In total, approximately
6,500 jobs and $200 million in personal income are supported by
school spending. This represents approximately 9.2 percent of total
employment and 12.1 percent of total income in that region.

The following pages provide additional details on the economic impacts from
expenditures on K-12 public education. In this next section of the report, the
statewide impacts are estimated. In the following section of the report, the
impacts are estimated for five regional economies within the state. In all cases,
impact estimates are developed using expenditure data for the 2000-2001 school
year.
ECONOMIC IMPACTS ON OREGON
The K-12 public education sector in Oregon is extensive. As reported in Table 1,
according to the Oregon Department of Education (“ODE”), 1,285 public schools
provided educational services to approximately 545,000 students enrolled in
grades K-12, and employed almost 56,000 workers (on an FTE basis) during the
2000-2001 school year.3
Table 1: The Public School System in Oregon, 2000-2001 School Year
Enrollment
Schools
School Districts
ESDs
Staff

544,964
1,285
198
21
55,896

Figure 1, below, reports statewide spending on public education by major
spending categories, or functional areas.4 Functional areas refer to the type of
activity being carried out by that spending. Of the $5.1 billion in total spending,5
3

The employment breakdown for the state includes approximately 31,000 licensed staff (teachers,
librarians, and counselors); 8,000 instructional assistants; 14,500 classified support staff
(administrative assistants, food service, custodial, maintenance, and transportation); and 2,500
school and central administrators.
4

According to ODE’s Program Budgeting and Accounting Manual, the five major functional areas
are: 1) Instruction; 2) Support Services; 3) Enterprise and Community Services; 4) Facilities
Acquisition and Construction; and 5) Other Uses.
5

This $5.1 billion in spending is an accounting total that includes spending from all sources,
including internal service funds (transfers), capital project and debt service funds. As such, this
amount is not appropriate for estimating costs per student. Please see the Oregon Department of
Education’s “Actual Expenditures by Fund and Function, 2000-2001 Actual.” (In addition, the
student counts used in this report are Oct. 1 enrollment numbers. They are not weighted student
counts.)
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$2.4 billion (or 47 percent) is spent on direct instructional activities. These
activities include conventional classroom instruction, as well as special
instructional programs for talented and gifted students; persons with disabilities;
at risk students; and extracurricular activities for all grades.
The second largest spending item is instructional and student support services,
including: student safety and counseling; health and psychological services; and
instructional staff development programs. Together, instruction and support
services account for approximately 80 percent of the total spending on K-12
public education in Oregon during the 2000-2001 school year. (This general
pattern of spending holds true for each of the five regional areas discussed later
in this report.)
Figure 1: Statewide Spending on Public Education, by Major Functional
Area, (2000-2001 School Year)
Major Function
Enterprise / community services
Facilities acquisition / construction
Instruction
Support services
Other uses
Total

Spending
$159,090,000
$344,890,000
$2,423,420,000
$1,676,330,000
$504,760,000
$5,108,490,000

Note: "Other uses" includes contingencies and
unappropriated ending fund balances.

Other uses
10%

Enterprise /
community
services
3%

Facilities
acquisition /
construction
7%

Support
services
33%
Instruction
47%

Source: Oregon Department of Education

ODE also identifies expenditures by the services or commodities (“objects”) that
are purchased by each school district.6 (As discussed previously, the $5.1 billion
in expenditures reported in Figure 2 is an accounting-based total based on ODE’s
Program Budgeting and Accounting Manual that contains spending from all sources
and is not appropriate for estimating costs per student.) Figure 2 shows that $3.3
billion (or 65 percent) of the total school spending is associated with salary and
payroll expenses for employees. An additional $922 million is spent on the
extensive array of services and supplies necessary to keep schools and their
support facilities operating. This includes purchases of text and library books;
utilities and communication services; building repairs and maintenance; and
professional services such as those provided by accountants, auditors, engineers,
architects, lawyers and consultants.

6

According to ODE’s Program Budgeting and Accounting Manual, the seven major object groups
are: 1) Salaries; 2) Associated Payroll Costs; 3) Purchased Services; 4) Supplies and Materials; 5)
Capital Outlay; 6) Other Objects; and 7) Transfers.
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Figure 2: Statewide Spending on Public Education, by Major Object Group,
(2000-2001 School Year)
Major Object
Salaries and payroll
Services and supplies
Capital outlays
Other
Total

Services
and
supplies
18%

Spending
$3,311,330,000
921,800,000
280,730,000
594,630,000
$5,108,490,000

Capital
outlays
5%

Other
12%

Source: Oregon Department of Education

Salaries
and payroll
65%

In the short run, spending on K-12 public education affects the Oregon economy
in three ways:
•

Direct economic impacts. Schools directly purchase goods and services in
their local economies. As just described, the majority of these direct
impacts are associated with the hiring of teachers, administrators,
building custodians and other staff. Schools also make direct purchases of
building materials, classroom supplies, food, and a host of other
commodities.

•

Indirect economic impacts. Schools also indirectly affect local economies
as those firms that provide direct services to the schools must also
purchase materials and supplies themselves. For instance, a construction
contractor working on a building renovation may lease equipment or
purchase supplies locally. This purchase of “intermediate” goods and
services indirectly fuels additional economic activity.

•

Induced economic impacts. The direct and indirect increases in
employment and income enhance overall economy purchasing power,
thereby inducing further consumption spending. For instance, teachers
who use their income to buy groceries or take their family to the theater
generate economic impacts for workers and businesses in those sectors.
These individuals will, in turn, spend their income much like the teachers
do. This cycle continues until the spending eventually leaks out of the
local economy as a result of taxes, savings, or purchases of non-locally
produced goods and services or “imports.”

The expenditures for goods and services summarized in Figure 2 are reported in
further detail by the Oregon Department of Education. ECONorthwest used this
detailed expenditure data to trace the effects (economic impacts) that result from
the demand for these goods and services. After adjustments for the transfer of
funds between ESDs and school districts (internal service funds), and exclusion
of expenditures that were identified to occur outside the state economy (out of state
travel) or not explicitly spent on goods and services (PERS and Social Security
ECONORTHWEST
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contributions), we estimate approximately 75.4 percent of the $5.1 billion in state
spending was allocated to the input-output model. Results of the impact
modeling are described below. (The modeling process is described further in the
Appendix to this report.)
Table 2 describes the direct, indirect, and induced impacts associated with school
spending on households and businesses in Oregon.
Table 2: Economic Impacts, by Type, From School Spending in Oregon
(in millions of current dollars)
Business
Income

Other
Income

$2,669.8
111.3
911.2

$60.3
22.4
149.6

$96.2
44.1
554.2

66,370
3,710
37,040

$41,100
$36,000
$28,600

$3,692.2

$232.3

$694.5

107,120

$36,600

Wages

Impact Type
Direct
Indirect
Induced
Total

Jobs

Average
Annual Wage

Wages = wages, salaries, and benefits (health insurance, retirement benefits) received by households
Business income = payments received by small-business owners or self-employed individuals (proprietors income)
Other income = payments to individuals in the form of rent, royalties, and dividends, and profits to corporations
Jobs = full and part time jobs

As shown in the first line of Table 2, the direct employment and income effects
include those workers on school payrolls (56,000 FTE employees and $2.4 billion
in gross income), and an additional 10,370 workers hired to perform services for
the school district, such as the construction contractor hired to build a new
gymnasium. The average annual income for public school employees in Oregon
was $42,100 during the2000-2001 school year. The average annual income for all
direct hires is slightly less, as those hired to perform services for school districts
had an average annual income of approximately $31,000.
Spending on intermediate goods and services by businesses or vendors that
provide services to schools (“indirect” purchases), as well as consumption
spending by households whose incomes are linked to the public education sector
(“induced” purchases) result in additional economic impacts. This creates a
ripple effect that affects jobs and incomes in other sectors of the Oregon
economy. As shown in the second and third lines of Table 2, approximately
41,000 jobs and over $1.2 billion in household and business income in other
sectors of the state economy are indirectly linked to school spending. In total,
more than 107,000 jobs are either directly or indirectly supported by school
spending in Oregon.
Table 3 provides additional details on the total economic impacts in other sectors
of the state economy that are affected by school spending. As this suggests,
spending on K-12 public education has ramifications for many other areas of
Oregon’s economy. For instance, approximately 23,650 jobs and $700 million in
incomes for workers and businesses in the service sector are linked to school
spending. This is important because the service sector encompasses a wide
range of occupations, with workers of different skills and abilities. Employment
and income opportunities, therefore, are generated for workers of every social
class—from waiters and maids to doctors and attorneys.
ECONORTHWEST
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In addition, associated employment impacts are also found in the wholesale and
retail trade sectors (14,320 jobs); finance, insurance, and real estate sectors (4,120
jobs); and construction sector (2,800 jobs). Overall, school spending is associated
with approximately 6.8 percent of total employment and 7.6 percent of total
personal income in the state.
Table 3: Economic Impacts, by Major Industry Sector, From School
Spending in Oregon (in millions of current dollars)
Industry
State and Local Government
Other Sectors
Agriculture, Forestry & Fisheries
Construction
Manufacturing
Trans., Comm., & Utilities
Wholesale and Retail Trade
Finance, Insurance, & Real Estate
Services
Federal Government
Total All Industries

Wages
$2,389.8

Business
Income
$0.0

Other
Income
$31.7

Jobs
56,590

Average
Annual Wage
$42,200

14.7
113.2
62.4
89.8
308.4
128.8
566.8
18.3

5.0
34.4
2.2
11.8
28.3
17.5
132.7
0.0

7.3
12.9
29.6
78.8
109.0
332.3
83.1
9.2

1,000
2,800
1,740
2,600
14,320
4,120
23,650
280

$19,700
$52,700
$37,100
$39,000
$23,500
$35,500
$29,600
$65,400

$3,692.2

$232.3

$694.5

107,120

$36,600

*Numbers may not add up due to rounding.

Statewide, K-12 schools account for 27 percent of total employment and 34
percent of the total personal income7 generated in the state and local government
sector. The magnitude of school spending and above average incomes for public
school employees supports other sectors of the Oregon economy. The links
between school spending and the economic impacts in other sectors of the
Oregon economy are shown in additional detail in Figure 3 below. In aggregate,
school spending is directly or indirectly associated with 6.8 percent of the total
employment in the state during that time period.

7

Personal income equals wages plus business income.
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Figure 3: K-12 Spending and Associated Employment in Other Industries

In addition to the employment and income effects, the personal and business
income associated with school spending will result in tax revenues for both state
and local governments.8 Table 4 reports the tax revenue impacts by type of tax.
We estimate that the $5.1 billion in school spending is associated with
approximately $4.6 billion in all types of income and $351 million in tax revenues
for state and local taxing jurisdictions9.

8

In this analysis, personal income taxes include both the amounts paid by school employees (as
calculated using the average Oregon tax rate and the gross payroll from ODE’s expenditure data)
and the amounts paid by individuals in other industries affected by school spending (as
estimated in our input-output model).
9

The economic impact modeling software used in this analysis, IMPLAN, utilizes a simple ratio
approach that combines the model-generated income impacts with the model’s detailed social
accounts (i.e., accounts that track monetary flows, in this case between households and
government) to estimate tax impacts. The state income tax impacts reported above include the
income taxes paid by school employees.
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Table 4: Associated State and Local Tax Revenue (in current dollars)
Type of Tax
Corporate Profits Taxes
Dividends
Indirect Business Taxes
Motor Vehicle Licensing Fees
Other Taxes
Property Taxes
Other NonTaxes
Severance Taxes
Personal Taxes
Income Taxes
Motor Vehicle Licensing Fees
NonTaxes (Fines and Fees)
Other Taxes (Fishing and Hunting)
Property Taxes
Social Insurance Taxes
Employee Contributions
Employer Contributions
Total State and Local

Revenue
$6,670,000
61,000
5,076,000
25,131,000
101,144,000
27,092,000
2,298,000
173,893,000
4,213,000
755,000
1,083,000
719,000
577,000
2,628,000
$351,339,000

Spending on K-12 public education has a “multiplier effect” on the Oregon
economy.10 The multiplier effect measures the overall impact with which
spending by one sector influences or effects jobs and incomes in other sectors of
the economy. Because it measures either incomes, jobs, or taxes, the multiplier
can be assessed using various measures. For instance, public schools employed
approximately 56,000 workers during the 2000-2001 school year. School
spending generated another 51,000 jobs in other sectors of the Oregon economy.
The school employment multiplier, therefore, is approximately 1.9. Thus, for
every ten school employees, nine jobs are generated in other sectors of the
Oregon economy. (Another measure of the multiplier effects is discussed and
described later in this report.)
As noted previously, these are gross effects. Clearly, to generate $1 million in K12 spending, government must raise revenue through taxes. Taxation depresses
economic activity by reducing the taxpayers’ ability to spend. If a local district
were to finance an additional $1 million in K-12 spending entirely with local
resources, the net economic impact would be small and simply represent a

10

Schools purchase labor, and goods and services. In the next round of spending, school
employees spend some of their income. In addition, businesses that supply schools must
themselves purchase labor, and goods and services. In each round of spending, some spending
“leaks” out of the local economy as workers and businesses pay their taxes, save some of their
income or profits, or purchase goods and services from non-local sources (“imports”). Spending
will continue to filter throughout the economy until all of it is gone in the form of leakages. The
multiplier, therefore, represents the extent to which an economy is able to meet the needs of local
businesses and households. A larger, more diverse economy will be able to accommodate their
spending, thus leakages will be smaller, and the multiplier effects on other sectors will be larger.
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transfer in spending from the taxpayers to the district and its employees. If, on
the other hand, the district financed its increase in spending with non-local funds
(e.g., federal dollars), the spending would have net positive economic impacts on
the local area.
REGIONAL ECONOMIC IMPACTS
In order to assess how these economic impacts vary throughout the state,
ECONorthwest was asked to evaluate school spending and the ability of regional
economies to accommodate that demand for goods and services. To do so, we
combined counties to form five regional economies within Oregon. The five
economic regions are:
•

Portland and the Northwest Coast

•

Willamette Valley and the Central Coast

•

Southern Oregon

•

Columbia River Gorge and Central Oregon

•

Eastern Oregon

We then used school spending estimates for each of these regions to estimate
local job and income effects.11
The regional analysis includes county-level multipliers to estimate the income
and employment impacts associated with an increase (or decrease) in K-12 public
education spending in each county. (These impact multipliers are described in
detail in a later section of this report.)
A.

Economic Impacts On Portland and the Northwest Coast
The largest—in terms of student enrollment, staffing, and expenditures—of our
regional designations is the combined Portland and Northwest Coast region.
This region consists of Multnomah, Clackamas, Washington, and Columbia
counties (“Portland”), and Clatsop and Tillamook counties (the “Northwest
Coast”). Approximately 240,000 students in grades K-12 were enrolled at 468
public schools during the 2000-2001 school year. Total regional school spending
totaled approximately $2.3 billion, with school districts employing 23,900
workers on an FTE basis, respectively.

11

Although these five regional economies encompass the entire state of Oregon, their economic
impacts will not sum to those previously reported for the state. This is due to the purchase of
goods and services between regions. These represent imports between regions; as such, they will
not be captured in the regional analysis.
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Figure 1-A: Regional Description

Figure 2-A reports that almost 80 percent of the $2.3 billion in spending went
towards instruction and associated support services. Other uses, such as debt
service and flow-through funds from ESDs to districts, account for 11 percent, or
approximately $250 million in total regional spending. Because this is the largest
region of analysis, this spending pattern mirrors very closely that of the state.
Figure 2-A: School Spending in Portland and the Northwest Coast, by
Major Function and Object
Major Function
Enterprise / community services
Facilities
Instruction
Support services
Other uses
Total

Spending
$75,669,000
156,425,000
1,060,718,000
723,581,000
247,574,000
$2,263,967,000

Other uses
11%

Total

Source: Oregon Department of Education

Facilities
7%

Support
services
32%

Note: "Other uses" includes contingencies and
unappropriated ending fund balances.

Major Object
Salaries and payroll
Services and supplies
Capital outlays
Other

Enterprise /
community
services
3%

Instruction
47%
Services
and
supplies
17%

Spending
$1,462,514,000
375,797,000
138,238,000
287,418,000
$2,263,967,000

Capital
outlays
5%

Other
13%
Salaries
and payroll
64%

In terms of goods and services purchased by school districts in this region,
approximately 64 percent of total budgeted expenditures went towards salaries
ECONORTHWEST
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and payroll, and 17 percent was spent on services and supplies. As discussed
previously, expenditures and activities associated with K-12 public education
produce economic impacts beyond those felt in those sectors providing
educational services. After adjustments for internal service funds, retirement
benefits, and expenditures identified to occur outside the Portland and
Northwest Oregon Coast region, approximately 76 percent of the $2.3 billion
spent regionally was allocated to the economic impact model.
Table 1-A, below, shows the direct effects of school spending, as well as the
subsequent effects as expenditures in this sector filter their way through the
regional economy. The direct employment effects include 23,900 teachers,
administrators, and support staff on district payrolls, and almost 4,000 additional
workers who were hired to perform services for schools and districts. The direct
income effects include $1.2 billion in wages, $22 million in business income, and
$38 million in other types of income.
Table 1-A: Economic Impacts, by Type, From School Spending in Portland
and the Northwest Coast (in millions of current dollars)
Business
Income

Other
Income

$1,195.3
48.8
343.9

$21.6
8.6
60.1

$38.3
19.0
262.8

27,760
1,450
15,160

$43,800
$39,600
$26,700

$1,588.1

$90.3

$320.1

44,370

$37,800

Wages

Impact Type
Direct
Indirect
Induced
Total

Jobs

Average
Annual Wage

Given this region’s large and diverse economy, as well as the above average
annual incomes for school employees ($44,450 per year), expenditures by
schools, their vendors and employees, produce significant multiplier effects on
other sectors of the regional economy. That is, one would expect the leakages
from both consumption spending by school employees and purchases of districts
themselves and those by businesses supporting district activities to be smaller
compared to a region that lacks this economic base. Indeed, with a job multiplier of
approximately 1.9, every school district job, on average, is associated with almost one
additional job elsewhere in the regional economy.
Table 2-A provides additional details on the total economic impacts in other
sectors of the regional economy affected by public school spending. Once again,
Table 2-A clearly shows that this region’s economy is able to absorb much of the
direct, indirect, or induced spending associated with K-12 public education. For
instance, approximately 9,000 jobs and $209 million in income for businesses and
employees in the service sector are directly or indirectly associated with school
spending. In addition, significant employment and income impacts are enjoyed
by businesses and workers in the wholesale and retail trade; finance, insurance,
and real estate; and construction sectors.
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Table 2-A: Economic Impacts, by Major Industry Sector, From School
Spending in Portland and the Northwest Coast (in millions of current
dollars)
Industry
State and Local Government
Other Sectors
Agriculture, Forestry & Fisheries
Construction
Manufacturing
Trans., Comm., & Utilities
Wholesale and Retail Trade
Finance, Insurance, & Real Estate
Services
Federal Government
Total All Industries

Wages
$1,080.5

Business
Income
$0.0

Other
Income
$8.7

Jobs
24,170

Average
Annual Wage
$44,700

4.9
52.4
27.0
33.2
123.3
51.0
208.8
7.0

1.4
15.1
1.1
5.0
12.4
7.0
48.3
0.0

2.3
6.1
14.7
35.3
51.4
159.2
37.3
5.0

320
1,180
810
1,020
6,090
1,670
8,990
120

$19,700
$57,200
$34,600
$37,400
$22,300
$34,700
$28,600
$58,600

$1,588.1

$90.3

$320.1

44,370

$37,800

*Numbers may not add up due to rounding.

The linkages between school spending and other sectors of the Portland and
Northwest Coast regional economy are also shown in Figure 3-A below. Overall,
approximately 5.3 percent of total employment and personal incomes in this
region are affected by school spending. This “linkage” effect is greater for the
regional economy overall than for other sectors because of the significant
percentage of employment (28.5 percent) and income (36.5 percent) in the state
and local government sector generated by school spending. In addition, it might
appear counter-intuitive that, in this case for larger economic regions, the linkage
effect is small compared to the significant multiplier effects discussed above.
Because of their large and diverse economic base, the multiplier effects will
generally be greater and the linkages effect will generally be smaller for larger
urban or metropolitan economies versus smaller rural economies.
Figure 3-A: K-12 Spending and Associated Employment in Other Regional
Industries
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The personal and business income associated with school spending will
ultimately affect the tax revenues of state and local tax jurisdictions. Table 3-A
summarizes the tax revenue impacts by type of tax. In total, approximately $155
million in state and local tax revenues are directly or indirectly associated with
school spending during the 2000-2001 school year. Although tax revenues are
approximately equally divided among businesses (49 percent) and households
(51 percent), the single largest tax receipt for state and local governments is from
personal income taxes.
Table 3-A: Associated State and Local Tax Revenue (in current dollars)
Type of Tax
Corporate Profits Taxes
Dividends
Indirect Business Taxes
Motor Vehicle Licensing Fees
Other Taxes
Property Taxes
Other NonTaxes
Severance Taxes
Personal Taxes
Income Taxes
Motor Vehicle Licensing Fees
NonTaxes (Fines and Fees)
Other Taxes (Fishing and Hunting)
Property Taxes
Social Insurance Taxes
Employee Contributions
Employer Contributions
Total State and Local

B.

Revenue
$2,998,000
28,000
2,213,000
10,956,000
45,402,000
11,810,000
1,002,000
76,356,000
1,747,000
320,000
449,000
304,000
174,000
791,000
$154,552,000

Economic Impacts On the Willamette Valley and Central Coast
Shown in Figure 1-B below, the Willamette Valley and Central Coast region
consists of Yamhill, Marion, Linn, Polk, Lincoln, Benton, and Lane counties. It
encompasses a central metropolitan area (Salem-Albany-Eugene) but also
extends to school districts in more rural, coastal locations. As such, this region
resembles the Portland and Northwest Coast region—albeit on a smaller scale.
According to ODE, approximately 156,560 students were enrolled in grades K-12
at 392 publicly-financed schools in this region during the 2000-2001 school year.
In addition, ODE estimates that regional school spending and employment
amounted to approximately $1.5 billion and 15,660 workers on an FTE basis,
respectively, during the 2000-2001 school year.
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Figure 1-B: Regional Description

Spending in this region generally resembles the spending pattern for the state as
a whole. Instructional and support services account for approximately 80
percent of all budgeted expenditures. Regionally, school districts purchase the
same mix of goods and services as school statewide. Salaries and payroll
consume a somewhat smaller proportion of overall spending (62 percent
regionally, 65 percent statewide), while services and supplies occupy a
somewhat larger proportion (21 percent regionally, 18 percent statewide) of
overall spending.
Figure 2-B: School Spending in the Willamette Valley and Central Coast, by
Major Function and Object
Major Function
Enterprise / community services
Facilities
Instruction
Support services
Other uses
Total

Spending
$42,759,000
120,509,000
691,625,000
504,484,000
160,142,000
$1,519,519,000

Other uses
11%

Support
services
33%

Note: "Other uses" includes contingencies and
unappropriated ending fund balances.

Major Object
Salaries and payroll
Services and supplies
Capital outlays
Other
Total

Source: Oregon Department of Education
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Enterprise /
community
services
3%

Facilities
8%

Instruction
45%

Services
and
supplies
21%

Spending
$942,754,000
319,819,000
62,143,000
194,803,000
$1,519,519,000

Capital
outlays
5%

Salaries
and payroll
62%
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ECONorthwest used detailed expenditure data (as summarized in Figure 2-B) for
school districts in this region to trace the effects that result from their demand for
goods and services. After adjustments for internal service funds, retirement
benefits, and expenditures identified to occur outside the Willamette Valley and
Central Coast region, approximately 72.5 percent of the $1.5 billion spent
regionally was allocated to the economic impact model. Results of the impact
modeling are described below.
Table 1-B: Economic Impacts, by Type, From School Spending in the
Willamette Valley and Central Coast (in millions of current dollars)
Business
Income

Other
Income

$725.4
22.3
205.7

$19.3
5.6
35.6

$19.4
9.1
131.1

18,740
900
9,220

$39,700
$30,900
$26,200

$953.4

$60.5

$159.6

28,860

$35,100

Wages

Impact Type
Direct
Indirect
Induced
Total

Jobs

Average
Annual Wage

Regionally, school districts employed approximately 15,700 workers with a total
gross payroll of $650 million. This amounts to an average annual salary of
approximately $41,200. In addition to employees on school district payrolls, the
direct services of another 3,000 workers were also required to support
operations.
Spending by school districts for goods and services, as well as spending by their
employees and vendors will produce economic impacts in other sectors of the
regional economy. For instance, another 10,100 jobs in other sectors of the
Willamette Valley and Central Coast region are indirectly associated with school
spending. In total, for every 10 employees on school district payrolls, another 8
jobs are generated elsewhere in the regional economy.
The direct, indirect, and induced effects are summed and the total, regional
impacts associated with school spending are described by industry or sector in
Table 2-B below.
Table 2-B: Economic Impacts, by Major Industry Sector, From School
Spending in the Willamette Valley and Central Coast (in millions of current
dollars)
Industry
State and Local Government
Other Sectors
Agriculture, Forestry and Fisheries
Construction
Manufacturing
Trans., Comm., & Utilities
Wholesale and Retail Trade
Finance, Insurance, & Real Estate
Services
Federal Government
Total All Industries

Wages

Business
Income

Other
Income

Jobs

Average
Annual Wage

$655.4

$0.0

$7.0

15,830

$41,400

3.2
23.3
14.6
16.0
69.8
29.3
137.4
4.3

1.1
7.3
0.5
2.3
7.3
4.7
37.1
0.0

1.7
2.5
6.8
13.6
24.0
81.9
20.9
0.9

210
620
450
540
3,770
1,120
6,240
70

$20,400
$49,400
$33,600
$33,800
$20,400
$30,300
$28,000
$62,000

$953.4

$60.5

$159.6

28,860

$35,100

*Numbers may not add up due to rounding.
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Salaries and payroll comprise the largest proportion of school spending. As a
result, the service and trade sectors experience the greatest economic impacts as
consumption spending by school employees filters its way through the local
economy. Table 2-B reports that approximately 6,240 service sector jobs and
3,770 jobs in the retail and wholesale trade sectors are supported by school
spending. School districts, however, purchase a myriad of goods and services to
support their operations. As a result, many vendors and suppliers in other
sectors of the economy are either directly or indirectly affected by school
spending. For instance, school spending generates over 600 jobs and $23 million
in wages for workers and businesses in the construction sector.
Figure 3-B shows the linkages between school spending and other sectors of the
local economy. Overall, approximately 7.7 percent of total employment and 8.9
percent of total incomes in this region are directly or indirectly associated with
school spending. The finance, insurance, and real estate (“FIRE”) and service
sectors exhibit the strongest links to school spending, with 7.1 and 6.2 percent,
respectively, of total employment in these industries affected by school spending.
Figure 3-B: K-12 Spending and Associated Employment in Other Regional
Industries

Table 3-B, below, shows the connection between school spending and the
subsequent effects on revenues to state and local tax jurisdictions. The $1.5
billion in school spending generates approximately $89 million in tax revenues
for state and local governments.
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Table 3-B: Associated State and Local Tax Revenue (in current dollars)
Type of Tax
Corporate Profits Taxes
Dividends
Indirect Business Taxes
Motor Vehicle Licensing Fees
Other Taxes
Property Taxes
Other NonTaxes
Severance Taxes
Personal Taxes
Income Taxes
Motor Vehicle Licensing Fees
NonTaxes (Fines and Fees)
Other Taxes (Fishing and Hunting)
Property Taxes
Social Insurance Taxes
Employee Contributions
Employer Contributions
Total State and Local

C.

Revenue
$1,555,000
$14,000
$0
$1,180,000
$5,842,000
$24,210,000
$6,298,000
$534,000
46,145,000
1,012,000
179,000
261,000
170,000
0
213,000
971,000
$88,584,000

Economic Impacts On Southern Oregon
The Southern Oregon region consists of Coos and Curry counties on the coast,
and Douglas, Josephine, Jackson, and Klamath counties inland. This region is
shown in Figure 1-C below.
During the 2000-2001 school year, there were approximately 81,000 students
(grades K-12) in 204 schools in this region. In addition, the 36 school districts
directly employed 8,420 employees and spent $650 million during the school
year.
Figure 1-C: Regional Description
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Figure 2-C describes the spending by school districts in this region during the
2000-2001 school year. On average, school districts in Southern Oregon allocated
more funding to instruction and support services (89 percent of total spending)
than school districts throughout the state (80 percent of total spending). This
could be attributed to a variety of factors, including regional variations in
educational backgrounds or length of employment among licensed staff and the
subsequent effects on average annual wages. Regionally, funding for facilities
and other uses, on a percentage basis, was approximately half that devoted by
the state.
Figure 2-C: School Spending in Southern Oregon, by Major Function and
Object
Major Function
Enterprise / community services
Facilities
Instruction
Support services
Other uses
Total

Spending
$20,342,000
17,900,000
351,353,000
233,040,000
29,764,000
$652,399,000

Other uses
5%

Enterprise /
community
services
3%

Support
services
36%

Facilities
3%

Instruction
53%

Note: "Other uses" includes contingencies and
unappropriated ending fund balances.

Major Object
Salaries and payroll
Services and supplies
Capital outlays
Other
Total

Source: Oregon Department of Education

Services
and
supplies
18%

Spending
$479,921,000
114,215,000
23,452,000
34,811,000
$652,399,000

Capital
outlays
5%

Other
5%
Salaries
and payroll
73%

ECONorthwest used the detail expenditure data summarized in Figure 2-C
above as the inputs into the economic impact model. After adjustments for the
transfer of funds, spending outside the regional economy, and retirement
benefits, we estimate approximately 81.4 percent of the $650 million in spending
were allocated to the economic impact model. (On a percentage basis, this is the
largest allocation of total spending to the input-output modeling process among
the five regions.)
The direct effects are concentrated in the public education sector. However, as
expenditures are made on labor, materials, and other services in this sector, a
complex pattern of impacts occur elsewhere in the regional economy. Indeed,
approximately 4,890 jobs and $184 million in income are supported by K-12
spending.
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Table 1-C: Economic Impacts, by Type, From School Spending in Southern
Oregon (in millions of current dollars)
Business
Income

Other
Income

$363.0
6.6
95.8

$5.2
1.7
17.4

$8.8
2.9
59.5

9,470
290
4,600

$38,900
$28,600
$24,600

$465.4

$24.3

$71.2

14,360

$34,100

Wages

Impact Type
Direct
Indirect
Induced
Total

Jobs

Average
Annual Wage

The impacts from school spending on other sectors of the regional economy are
shown in detail in Table 2-C below. With the exception of Federal government,
K-12 spending has employment and income ramifications for every sector of the
Southern Oregon region. For instance, 2,400 jobs and approximately $50 million
in wages are generated in the service sector. This includes 50 jobs in the hotel
and lodging industry, 300 jobs in the medical field, and 130 jobs in professional
services such as engineering, architectural, accounting, and management sectors.
Table 2-C: Economic Impacts, by Major Industry Sector, From School
Spending in Southern Oregon (in millions of current dollars)
Industry
State and Local Government
Other Sectors
Agriculture, Forestry and Fisheries
Construction
Manufacturing
Trans., Comm., & Utilities
Wholesale and Retail Trade
Finance, Insurance, & Real Estate
Services
Federal Government
Total All Industries

Wages

Business
Income

Other
Income

Jobs

Average
Annual Wage

$341.6

$0.0

$3.0

8,470

$40,300

2.1
8.3
3.9
10.8
35.2
13.0
48.8
1.8

0.6
3.2
0.2
1.7
4.0
2.1
12.5
0.0

1.0
0.9
1.6
8.8
12.2
34.9
8.5
0.4

140
270
140
410
2,020
480
2,400
30

$19,000
$42,400
$28,900
$30,300
$19,400
$31,400
$25,500
$61,300

$465.4

$24.3

$71.2

14,360

$34,100

*Numbers may not add up due to rounding.

Figure 3-C describes the linkages between spending on K-12 public education
and other sectors of the regional economy. Compared to larger, urban
economies such as the Portland Metropolitan Area, the smaller overall size of the
Southern Oregon economy makes other industry sectors more sensitive to school
spending. For instance, approximately 7.8 percent of total employment in
Southern Oregon is affected by K-12 spending compared to 5.3 percent in the
Portland and Northwest Oregon Coast region. In addition, there is a strong link
between spending on K-12 public education, and employment in the finance,
insurance, and real estate sectors. This is likely attributed to the combined
spending of both public schools and households in this sector.
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Figure 3-C: K-12 Spending and Associated Employment in Other Regional
Industries

The tax revenue impacts from school spending are shown in Table 3-C. During
the 2000-2001 school year, districts in Southern Oregon spent approximately $650
million on goods and services. This spending directly or indirectly generated
approximately $560 million in income for households and businesses in this
region. As a result of the combined economic activities, approximately $42
million in revenue for state and local tax jurisdictions is attributed to K-12
spending.
Table 3-C: Associated State and Local Tax Revenue (in current dollars)
Type of Tax
Corporate Profits Taxes
Dividends
Indirect Business Taxes
Motor Vehicle Licensing Fees
Other Taxes
Property Taxes
Other NonTaxes
Severance Taxes
Personal Taxes
Income Taxes
Motor Vehicle Licensing Fees
NonTaxes (Fines and Fees)
Other Taxes (Fishing and Hunting)
Property Taxes
Social Insurance Taxes
Employee Contributions
Employer Contributions
Total State and Local

ECONORTHWEST

Revenue
$617,000
6,000
560,000
2,771,000
11,484,000
2,987,000
254,000
22,424,000
389,000
67,000
100,000
64,000
60,000
273,000
$42,056,000
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D.

Economic Impacts On the Columbia River Gorge and Central Oregon
The eight counties that comprise the Columbia River Gorge and Central Oregon
region are shown in Figure 1-D below. This region consists of 88 schools
organized into 20 school districts, and employing approximately 3,900 workers
(on an FTE basis). Total enrollment and spending during the 2000-2001 school
year was approximately 35,200 students and $347 million, respectively.
Figure 1-D: Regional Description

Approximately 76 percent, or $265 million, of total spending by districts in this
region went towards instruction and support services. Accordingly, the largest
expenditure item (major object group) in school district’s budgets are salaries
and payrolls. In addition to the $216 million spent on staff, schools also
purchased $54 million on a diverse array of goods and services necessary to keep
schools and support facilities in operation.
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Figure 2-D: School Spending in the Columbia River Gorge and Central
Oregon, by Major Function and Object
Major Function
Enterprise / community services
Facilities
Instruction
Support services
Other uses
Total

Spending
$10,678,000
27,306,000
158,402,000
106,283,000
44,494,000
$347,163,000

Note: "Other uses" includes contingencies and
unappropriated ending fund balances.

Major Object
Salaries and payroll
Services and supplies
Capital outlays
Other
Total

Other uses
13%

Enterprise/
community
services
3%

Facilities
8%

Support
services
31%

Instruction
45%

Services
and
supplies
16%

Spending
$215,651,000
54,085,000
28,377,000
49,050,000
$347,163,000

Capital
outlays
5%

Other
14%
Salaries
and payroll
62%

Source: Oregon Department of Education

ECONorthwest used the detailed expenditure data for schools in this district as
the inputs into the economic impact model. After adjustments to the expenditure
data, approximately 73.8 percent of total regional spending was allocated to the
economic impact model.
With the largest proportion of school spending allocated to staff salaries and
payroll, the direct effects are concentrated in the public education sector.
However, as schools and employees purchase goods and services, impacts are
generated in other sectors of the regional economy. Table 1-D reports indirect
and induced job effects that are over half the number of direct hires. In addition,
approximately $93 million in income for households and businesses in other
sectors of the regional economy are indirectly supported by school spending.
Table 1-D: Economic Impacts, by Type, From School Spending in the
Columbia River Gorge and Central Oregon (in millions of current dollars)
Business
Income

Other
Income

$170.5
5.1
45.5

$4.1
1.2
8.4

$6.5
2.3
30.2

4,460
210
2,130

$39,200
$30,300
$25,300

$221.1

$13.7

$39.0

6,800

$34,500

Wages

Impact Type
Direct
Indirect
Induced
Total

Jobs

Average
Annual Wage

In total, 6,800 jobs and $274 million in incomes for workers and businesses in the
Columbia River Gorge and Central Oregon region are directly or indirectly
associated with K-12 spending. Indeed, significant economic impacts are
enjoyed in all sectors of the economy, as spending by school districts and their
employees filters its way through the regional economy. School spending
ECONORTHWEST
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supports jobs and incomes in the service (1,140 jobs and $25.5 million in wages)
and trade (980 jobs and $18 million in wages) sectors of the local economy.
Table 2-D: Economic Impacts, by Major Industry Sector, From School
Spending in the Columbia River Gorge and Central Oregon (in millions of
current dollars)
Industry
State and Local Government
Other Sectors
Agriculture, Forestry and Fisheries
Construction
Manufacturing
Trans., Comm., & Utilities
Wholesale and Retail Trade
Finance, Insurance, & Real Estate
Services
Federal Government
Total All Industries

Wages

Business
Income

Other
Income

Jobs

Average
Annual Wage

$155.3

$0.0

$0.8

3,910

$39,700

1.0
7.8
3.3
4.2
17.9
4.9
25.5
1.2

0.4
3.1
0.2
0.7
1.9
0.9
6.5
0.0

0.5
1.1
2.7
4.3
6.3
18.2
4.1
0.9

80
240
110
120
980
200
1,140
20

$17,900
$45,300
$31,800
$40,500
$20,200
$28,900
$28,100
$59,500

$221.1

$13.7

$39.0

6,800

$34,500

*Numbers may not add up due to rounding.

The effect of school spending on other sectors of the regional economy are
described in Figure 3-D, below. Approximately 7.8 percent of regional
employment and 10.6 percent of regional incomes are attributed to K-12
spending. Regionally, over 5 percent of employment in the service and FIRE
sectors are impacted by school spending.
Figure 3-D: K-12 Spending and Associated Employment in Other Regional
Industries

Table 3-D reports the tax revenue impacts for state and local taxing jurisdictions.
Approximately $19.7 million in tax revenues are attributed to K-12 spending.
This includes $9.7 million in state personal income taxes, $5.8 million in business
property taxes, and $487,000 in motor vehicle licensing fees.
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Table 3-D: Associated State and Local Tax Revenue (in current dollars)
Type of Tax
Corporate Profits Taxes
Dividends
Indirect Business Taxes
Motor Vehicle Licensing Fees
Other Taxes
Property Taxes
Other NonTaxes
Severance Taxes
Personal Taxes
Income Taxes
Motor Vehicle Licensing Fees
NonTaxes (Fines and Fees)
Other Taxes (Fishing and Hunting)
Property Taxes
Social Insurance Taxes
Employee Contributions
Employer Contributions
Total State and Local

E.

Revenue
$394,000
4,000
282,000
1,394,000
5,776,000
1,503,000
127,000
9,713,000
205,000
36,000
53,000
35,000
29,000
134,000
$19,685,000

Economic Impacts On Eastern Oregon
Geographically, the Eastern Oregon region is the largest of our five designated
regions. The region consists of the nine counties shown in Figure 1-E.
Figure 1-E: Regional Description

K-12 public education in our Eastern Oregon region consists of 133 schools
organized into 55 school districts. Student enrollment during the 2000-2001
school year was 33,100. Spending by school districts in this region totaled $330
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million during that time.12 Total school employment was 4,000 employees (on an
FTE basis) during the school year.
Figure 2-E: School Spending in Eastern Oregon, by Major Function and
Object

Major Function
Enterprise / community services
Facilities
Instruction
Support services
Other uses
Total

Spending
$9,640,000
22,750,000
161,320,000
108,950,000
22,790,000
$325,450,000

Note: "Othe usesr" includes contingencies and
unappropriated ending fund balances.

Major Object
Salaries and payroll
Services and supplies
Capital outlays
Other
Total

Other uses
7%

Enterprise /
community
services
3%

Support
services
33%

Facilities
7%

Instruction
50%

Services
and
supplies
18%

Spending
$210,490,000
57,890,000
28,520,000
28,550,000
$325,450,000

Capital
outlays
5%

Other
9%

Source: Oregon Department of Education

Salaries
and payroll
64%

The major spending components of school districts in this region are described in
Figure 2-E. Spending on instruction and support services composed
approximately 83 percent of regional school district budgets. (This is slightly
more than the state average of 80 percent.) Spending by school districts in
Eastern Oregon on goods and services closely resembles the state pattern.
Nearly two-thirds of total spending goes towards salaries and payroll.
ECONorthwest used the detail expenditures of school districts in this region to
estimate the economic impacts from school spending. After excluding internal
transfers, spending that occurred outside the region, and retirement benefits, we
estimate that approximately 76.3 percent of the $325 million in regional spending
was allocated to the input-output model. (This includes $17 million in spending
for districts with missing data.)

12

With an average of 250 students per school, Eastern Oregon has the lowest average school
enrollment of the five regions studied in this report. (This enrollment per school is
approximately 60 percent of the state average of 411 students per school).
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Table 1-E: Economic Impacts, by Type, From School Spending in Eastern
Oregon (in millions of current dollars)
Business
Income

Other
Income

$161.1
2.6
29.1

$3.9
0.8
11.4

$3.9
1.2
21.2

4,580
140
1,760

$36,000
$24,400
$23,000

$192.8

$16.1

$26.2

6,480

$32,200

Wages

Impact Type
Direct
Indirect
Induced
Total

Jobs

Average
Annual Wage

The provision of educational services is labor intensive. As such, the direct
effects are concentrated in the public education sector, and the indirect effects
tend to be quite small relative to overall level of K-12 spending. This spending
pattern, however, tends to produce significant induced effects in other sectors of
the local economy depending, of course, on the ability of the economy to meet
households’ demand for goods and services. The 1,760 induced employment
impacts are 40 percent of the direct employment impacts associated with school
spending, and are quite robust given the size and extent of the Eastern Oregon
economy.
Table 2-E: Economic Impacts, by Major Industry Sector, From School
Spending in Eastern Oregon (in millions of current dollars)
Industry
State and Local Government
Other Sectors
Agriculture, Forestry and Fisheries
Construction
Manufacturing
Trans., Comm., & Utilities
Wholesale and Retail Trade
Finance, Insurance, & Real Estate
Services
Federal Government
Total All Industries

Wages

Business
Income

Other
Income

Jobs

Average
Annual Wage

$150.5

$0.0

$0.9

4,090

$36,800

0.6
6.9
0.9
4.0
12.7
2.8
13.6
0.7

0.3
5.5
0.1
1.1
1.9
0.7
6.6
0.0

0.3
1.0
0.4
4.2
4.6
12.3
2.5
0.0

40
230
40
160
890
140
880
10

$23,300
$53,900
$24,800
$31,400
$16,400
$24,700
$23,000
$65,000

$192.8

$16.1

$26.2

6,480

$32,200

*Numbers may not add up due to rounding.

The direct, indirect, and induced effects are summed and the total, regional
impacts associated with school spending are described by industry or sector in
Table 2-E. The trade and the service sectors benefit most from K-12 spending,
with nearly 900 jobs supported in each of those sectors. K-12 spending supports
230 jobs in the construction sector with average annual wages of nearly $54,000.
Figure 4-E shows the linkages between school spending and other sectors of the
local economy. With its relatively small manufacturing base, the influence of
school spending on other sectors of the Eastern Oregon economy are significant.
Overall, approximately 9.2 percent of total employment and 12.1 percent of total
incomes in this region are directly or indirectly associated with school spending.
Employment in the construction sectors shows the strongest linkage to K-12
spending of any of the regions in this report.
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Figure 3-E: K-12 Spending and Associated Employment in Other Regional
Industries

Table 3-E, below, shows the connection between school spending and the
subsequent effects on revenues to state and local tax jurisdictions. The $325
million in school spending generates approximately $16.5 million in tax revenues
for state and local governments.
Table 3-E: Associated State and Local Tax Revenue (in current dollars)
Type of Tax
Corporate Profits Taxes
Dividends
Indirect Business Taxes
Motor Vehicle Licensing Fees
Other Taxes
Property Taxes
Other NonTaxes
Severance Taxes
Personal Taxes
Income Taxes
Motor Vehicle Licensing Fees
NonTaxes (Fines and Fees)
Other Taxes (Fishing and Hunting)
Property Taxes
Social Insurance Taxes
Employee Contributions
Employer Contributions
Total State and Local

ECONORTHWEST

Revenue
$258,000
2,000
198,000
982,000
4,071,000
1,059,000
90,000
9,431,000
137,000
24,000
35,000
22,000
30,000
138,000
$16,477,000
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APPENDIX
Economic Multipliers
Table 5 below reports income, employment, and tax multipliers for counties,
regions, and the state of Oregon. Multipliers measure the overall impact with
which spending by one sector influences or effects jobs and incomes in other
sectors of the economy. The multipliers in this section are generic multipliers
obtained from the input-output model by positing a $1 million change in
spending on public education.13 These multipliers rely on data within the
economic impact model and have not been adjusted to incorporate primary data
or other facts available. As such, they should be viewed as ball park estimates of
economic impacts.14
The multipliers in Table 5 allow the user to quickly approximate the gross
income and job effects from a given change in school spending for various
geographic areas. For instance, the personal income multiplier of 1.065 for Baker
County says that every million dollar decrease (or increase) in spending on
public education reduces (or generates) wages and business income in the county
by approximately $1,065,000. Of this total, approximately $904,000 in income is
attributed to school staff or those hired by the district to provide goods and
services, and $161,000 in income is attributed to businesses and households
indirectly affected by schools spending.
Because we have made no adjustments for the source of revenues used to finance
public education, the multipliers reported herein measure the gross economic
impacts on regional incomes, employment, and tax revenues. In other words, to
generate $1 million in K-12 spending, government must raise revenue through
taxes. Taxation depresses economic activity by reducing the taxpayers’ ability to
spend. If a local district were to finance an additional $1 million in K-12
spending entirely with local resources, the net economic impact would be small
and simply represent a transfer in spending from the taxpayers to the district and
its employees. If, on the other hand, the district financed its increase in spending
with non-local funds (e.g., federal dollars or revenues from other parts of the
state), the spending would have net positive economic impacts on the local area.

13

Public education in the IMPLAN model includes primary, secondary, and/or higher education.
This is due primarily to the similar spending patterns, on average, between grade levels.
14

It is important to note that multipliers are useful when looking at incremental spending, but
misleading when applied to the total spending of an industry or institution. The latter will tend
to overestimate the contributions of an industry to a given economy because part of each
industry's output is the result, not the cause, of activity in other industries.
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TABLE 5: INCOME, EMPLOYMENT, AND TAX REVENUE MULTIPLIERS
Personal Income

Jobs
Total

Direct

Indirect /
Induced

County

Direct

Indirect /
Induced

Baker

0.904

0.161

1.065

23.6

Benton

0.896

0.158

1.055

Clackamas

0.912

0.199

1.111

Clatsop

0.902

0.170

Columbia

0.905

Coos

0.898

Crook

Taxes
Total

Total

7.8

31.4

0.061

27.2

6.5

33.7

0.068

24.0

6.9

30.9

0.078

1.072

25.4

7.6

33.0

0.070

0.112

1.017

23.8

5.3

29.1

0.067

0.174

1.072

26.4

7.6

34.0

0.069

0.897

0.143

1.041

25.8

6.4

32.2

0.060

Curry

0.895

0.134

1.029

26.9

6.8

33.7

0.064

Deschutes

0.906

0.231

1.137

24.8

8.7

33.5

0.077

Douglas

0.893

0.202

1.096

27.5

8.5

36.0

0.069

Gilliam

0.891

0.110

1.001

26.4

6.1

32.5

0.041

Grant

0.887

0.105

0.992

27.6

5.4

33.0

0.054

Harney

0.881

0.032

0.912

29.4

5.2

34.6

0.055

Hood River

0.900

0.196

1.096

25.5

8.5

34.0

0.070

Jackson

0.902

0.236

1.138

26.1

9.4

35.5

0.078

Jefferson

0.885

0.113

0.998

28.1

5.7

33.8

0.061

Josephine

0.900

0.212

1.112

25.8

9.1

34.9

0.073

Klamath

0.899

0.219

1.117

26.1

8.9

35.0

0.073

Lake

0.819

0.107

0.925

29.7

5.2

34.9

0.058

Lane

0.897

0.263

1.160

28.2

9.9

38.1

0.081

Lincoln

0.909

0.152

1.061

22.9

7.0

29.9

0.066

Linn

0.893

0.180

1.073

27.3

7.3

34.6

0.068

Malheur

0.896

0.180

1.075

25.3

8.0

33.3

0.065

Marion

0.905

0.226

1.131

25.7

8.5

34.2

0.080

Morrow

0.879

0.077

0.956

28.1

4.1

32.2

0.050

Multnomah

0.924

0.300

1.224

22.0

9.4

31.4

0.073

Polk

0.952

0.116

1.067

31.7

5.2

36.9

0.068

Sherman

0.951

0.169

1.120

30.6

7.2

37.8

0.055

Tillamook

0.971

0.102

1.073

27.0

8.2

35.2

0.071

Umatilla

0.976

0.185

1.161

26.1

7.9

34.0

0.075

Union

0.958

0.197

1.156

30.3

9.2

39.5

0.072

Wallowa

0.972

0.134

1.105

27.1

7.1

34.2

0.061

Wasco

0.964

0.197

1.161

27.5

8.0

35.5

0.082

Washington

0.992

0.293

1.285

23.7

7.8

31.5

0.082

Wheeler

0.948

0.080

1.028

31.3

4.9

36.2

0.052

Yamhill

0.972

0.165

1.137

26.8

7.1

33.9

0.074

Portland and Northwest Oregon Coast

0.994

0.307

1.301

24.3

9.9

34.2

0.074

Willamette Valley and Central Oregon Coast

0.970

0.265

1.235

29.3

10.1

39.4

0.072

Southern Oregon

0.970

0.256

1.226

28.5

10.5

39.0

0.070

Columbia River Gorge and Central Oregon

0.975

0.251

1.225

27.6

9.8

37.4

0.063

Eastern Oregon

0.963

0.187

1.150

28.8

8.7

37.5

0.061

State of Oregon

0.984

0.308

1.292

26.8

10.7

37.5

0.093
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Table 6 below reports the gross personal income, job, and tax revenue impacts by
county as a result of the failure of Measure 13 and the proposed reduction in
school funding for the 2002-03 school year. While job losses associated with a
reduction in state funding for K-12 public education of this magnitude will be
sizeable, the 6,900 job losses reported in Table 6 below overstate job losses for
two reasons:
•

First, the gross economic impacts do not reflect any changes to the
educational process that schools may undertake in order to
accommodate the reduction in funding, such as the elimination of
certain programs or reductions in instructional days.15

•

Second, the estimates consider only one side of the equation. As
discussed previously, if the Oregon Legislature made these funding
cuts, they would not be asking Oregon taxpayers for additional
revenues, and the decision not to tax would have positive, partially
offsetting economic impacts.

15

In addition, IMPLAN job impacts include both full and part time employment. Reductions in
part time staff, therefore, will appear as full job losses. ODE reports school employment on an
FTE basis. As a result, the job impacts reported in Table 6 are not directly comparable to the total
number of employees or FTE’s on school district payrolls.
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Table 6: Gross Impacts Associated with Proposed Reductions in School
Funding for the 2002-03 School Year, By County
Gross Economic Impacts1

2002-2003 Losses from
First Two Special Sessions
County
Baker
Benton
Clackamas
Clatsop
Columbia
Coos
Crook
Curry
Deschutes
Douglas
Gilliam
Grant
Harney
Hood River
Jackson
Jefferson
Josephine
Klamath
Lake
Lane
Lincoln
Linn
Malheur
Marion
Morrow
Multnomah
Polk
Sherman
Tillamook
Umatilla
Union
Wallowa
Wasco
Washington
Wheeler
Yamhill
Oregon4

Formula
Improvement
-$1,044,898
-$602,776
-$3,308,321
-$1,905,837
-$18,566,068 -$10,812,959
-$1,938,156
-$1,129,175
-$2,883,974
-$1,663,707
-$3,141,248
-$1,804,258
-$1,061,883
-$617,985
-$1,117,278
-$646,934
-$6,784,557
-$3,940,551
-$5,723,544
-$3,311,457
-$178,808
-$104,737
-$579,452
-$336,569
-$543,057
-$317,707
-$1,448,718
-$835,675
-$10,105,950
-$5,871,184
-$1,432,161
-$844,768
-$3,890,368
-$2,261,230
-$3,955,536
-$2,294,254
-$539,205
-$310,857
-$16,365,700
-$9,438,870
-$2,395,113
-$1,375,526
-$5,936,515
-$3,443,836
-$2,218,380
-$1,288,049
-$19,105,769 -$11,142,709
-$887,940
-$517,908
-$31,735,697 -$18,434,633
-$2,188,629
-$1,280,159
-$173,590
-$99,968
-$1,306,075
-$762,043
-$4,667,469
-$2,721,721
-$1,555,140
-$899,052
-$450,785
-$258,198
-$1,413,389
-$813,876
-$25,411,963 -$14,877,749
-$154,018
-$88,767
-$5,345,871
-$3,116,181

Jobs2

Personal Income

Total
-$1,647,675
-$5,214,157
-$29,379,027
-$3,067,331
-$4,547,682
-$4,945,506
-$1,679,869
-$1,764,212
-$10,725,108
-$9,035,001
-$283,546
-$916,021
-$860,763
-$2,284,393
-$15,977,134
-$2,276,929
-$6,151,597
-$6,249,791
-$850,062
-$25,804,570
-$3,770,639
-$9,380,351
-$3,506,428
-$30,248,478
-$1,405,848
-$50,170,330
-$3,468,788
-$273,558
-$2,068,118
-$7,389,190
-$2,454,192
-$708,984
-$2,227,265
-$40,289,712
-$242,785
-$8,462,052

Direct

Indirect /
Induced

Total

-$1,281,500
-$228,100
-$4,019,600
-$708,900
-$23,052,700 -$5,017,800
-$2,378,900
-$448,700
-$3,538,300
-$437,300
-$3,819,300
-$740,000
-$1,296,500
-$207,000
-$1,357,900
-$203,300
-$8,357,500 -$2,127,900
-$6,941,800 -$1,571,900
-$217,300
-$26,700
-$698,400
-$82,600
-$651,800
-$23,600
-$1,767,300
-$385,800
-$12,392,400 -$3,241,300
-$1,733,400
-$221,100
-$4,763,500 -$1,118,900
-$4,831,400 -$1,174,400
-$598,500
-$77,900
-$19,899,500 -$5,832,000
-$2,948,000
-$493,200
-$7,207,100 -$1,448,900
-$2,701,600
-$541,300
-$23,532,000 -$5,884,300
-$1,063,100
-$92,600
-$39,858,700 -$12,939,600
-$2,838,500
-$345,700
-$223,800
-$39,700
-$1,727,000
-$181,800
-$6,202,200 -$1,173,100
-$2,022,200
-$416,400
-$592,300
-$81,700
-$1,846,700
-$377,700
-$34,361,600 -$10,145,300
-$197,900
-$16,800
-$7,074,300 -$1,197,100

-$1,509,600
-$4,728,500
-$28,070,500
-$2,827,600
-$3,975,600
-$4,559,300
-$1,503,500
-$1,561,200
-$10,485,400
-$8,513,700
-$244,000
-$781,000
-$675,400
-$2,153,100
-$15,633,700
-$1,954,500
-$5,882,400
-$6,005,800
-$676,400
-$25,731,500
-$3,441,200
-$8,656,000
-$3,242,900
-$29,416,300
-$1,155,700
-$52,798,300
-$3,184,200
-$263,500
-$1,908,800
-$7,375,300
-$2,438,600
-$674,000
-$2,224,400
-$44,506,900
-$214,700
-$8,271,400

Indirect/
Direct Induced
-33
-122
-606
-67
-93
-112
-37
-41
-229
-214
-6
-22
-22
-50
-359
-55
-136
-140
-22
-626
-74
-220
-76
-669
-34
-949
-95
-7
-48
-166
-64
-17
-53
-821
-7
-195

-11
-29
-174
-20
-21
-32
-9
-10
-80
-66
-1
-4
-4
-17
-129
-11
-48
-48
-4
-220
-23
-59
-24
-221
-5
-406
-16
-2
-15
-50
-19
-4
-15
-270
-1
-52

-$189,555,225 -$110,171,867 -$299,727,092 -$253,666,800 -$79,340,200 -$333,007,000 -6,908

-2,758

Taxes3
Total
-44
-151
-781
-87
-114
-145
-47
-51
-309
-280
-8
-26
-26
-67
-488
-66
-185
-188
-26
-846
-97
-279
-100
-890
-39
-1,355
-110
-9
-63
-216
-83
-21
-68
-1,091
-8
-247

Total
-$85,900
-$303,100
-$1,970,700
-$185,700
-$262,000
-$295,200
-$86,000
-$96,500
-$705,600
-$536,100
-$9,900
-$42,300
-$40,600
-$136,500
-$1,071,700
-$119,400
-$385,700
-$391,300
-$42,100
-$1,802,000
-$215,000
-$549,400
-$196,000
-$2,068,100
-$60,700
-$3,167,000
-$204,000
-$13,000
-$126,500
-$476,000
-$152,600
-$37,300
-$156,300
-$2,827,400
-$10,800
-$540,000

-9,666 -$24,023,700

Source: Funding changes from Oregon Legislative Revenue Office, "School Finance Distribution" Tables, May 30, 2002.
1.
2.
3.
4.

Impacts have been adjusted to exclude General Fund expenditures on PERS, Social Security, and other payroll costs (14% in 2000-2001).
Jobs include both full and part time employees.
Taxes are state and local taxes.
State total does not include reductions in spending for youth correction facilities.

The Modeling Process
Spending on public education affects the Oregon economy directly, through the
purchases of goods and services in this state, and indirectly, as those purchases, in
turn, generate purchases of intermediate goods and services from other, related
sectors of the economy. In addition, the direct and indirect increases in
employment and income enhance overall economy purchasing power, thereby
inducing further consumption- and investment- driven stimulus.
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The economic modeling framework that best measures the economic impacts is
called input-output modeling. Input-output models provide an empirical
representation of the economy and its inter-sectoral relationships, enabling the
user to trace out the effects (economic impacts) of a change in the demand for
commodities (goods and services).
Because input-output models generally are not available for state and regional
economies, special data techniques have been developed to estimate the
necessary empirical relationships from a combination of national technological
relationships and county-level measures of economic activity. This modeling
framework, called IMPLAN (for IMpact Analysis for PLANning), is the
technique that ECONorthwest has applied to the estimation of impacts.16
The IMPLAN model reports the following economic impacts:
•

Total Industrial Output (output) is the value of production by
industries for a specified period of time. Output can be also
thought of as the value of sales including reductions or increases in
business inventories.

•

Personal income consists of the wages and salaries received by
households (employee compensation) and the payments received
by small-business owners or self-employed individuals
(proprietary income). Employee compensation includes workers’
wages and salaries, as well as other benefits such as health and life
insurance, and retirement payments. Proprietary income, for
example, would include income received by private business
owners, doctors, accountants, lawyers, etc.

•

Other property type income (other income) in the IMPLAN model
includes payments to individuals in the form of rents received on
properties, royalties from contracts, dividends paid by
corporations, and corporate profits earned by corporations.

•

Job impacts include both full and part time employment.

•

Tax revenues for various federal, state and local taxing
jurisdictions.

16

IMPLAN was developed by the Forest Service of the US Department of Agriculture in
cooperation with the Federal Emergency Management Agency and the Bureau of Land
Management of the US Department of the Interior to assist federal agencies in their land and
resource management planning. Applications of IMPLAN by the US Government, public
agencies and private firms span a wide range of projects, from broad, resource management
strategies to individual projects, such as proposals for developing ski areas, coal mines, and
transportation facilities, and harvesting timber or other resources. ECONorthwest has applied
the model to a variety of public and private sector projects including, most recently, a major
US/Canada gas pipeline project.
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ECONorthwest’s impact analysis relies extensively on expenditure data
compiled and reported by the Oregon Department of Education.17 ODE’s
Program Budgeting and Accounting Manual categorizes school expenditures by two
major categories: 1) Function and 2) Object.
Northwest obtained detailed expenditure data from the Oregon Department of
Education for the 2000-2001 school year for the 198 school districts and 21 ESDs
in the state. In order to provide the most accurate estimate of economic impacts,
ECONorthwest made adjustment to this data based on the following
considerations:
•

”Actual” expenditure data, by object and fund, for school districts
and ESDs for 2000-2001 school year is the most current data
available. It has not been fully audited by the Oregon Department
of Education, however, ODE staff do not expect significant
adjustments in the overall magnitude of spending.

•

Ten school districts had not yet reported their expenditures to the
ODE. Most of these districts are in eastern Oregon. In total, the
unreported amounts are approximately $25 million out of the total
$5,134 million budget (or less than .05 percent). In order to make
the most accurate rendering of impacts, ECONorthwest substituted
inflation-adjusted expenditure data from the previous school year
for these missing school districts.

•

In order to avoid any possible double counting of expenditures,
internal service funds18 were not included as an input into the
input-output model. For the 2000-2001 school year, internal service
funds total approximately $98.3 million or 1.9 percent of total
school spending.

ECONorthwest used this detailed expenditure data to estimate the economic
impacts reported in this study.

17

The Oregon Department of Education has been working since 1997 to develop a system of
budgeting and accounting of publicly funded education in Oregon (called the Database Initiative
Project).
18

According to ODE’s Accounting Manual, internal service funds, “Account for the operation of
district functions that provide goods or services to other district functions, other districts, or to
other government units, on a cost-reimbursable basis.” This was discussed in detail with ODE
staff, and their recommendation to not include
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