
October 7, 2009 
 
 
 
Dear Oregonians: 
 
The 2009 legislature raised taxes on corporations and high-income Oregonians to help 
address Oregon’s revenue shortfall due to the recession. These targeted revenue 
measures were part of a fiscal plan that also included cutting public services and 
maximizing the receipt of federal recovery funds to meet Oregon’s $4 billion revenue 
shortfall. 
 
We are a group of Oregon economists who have considered what the legislature did 
and have concluded that there is a valid economic case for the actions the legislature 
took. 
  
Unlike the federal government, our state government must maintain a balanced budget. 
Because Oregon cannot engage in deficit spending, in a fiscal crisis the state must 
balance its budget by cutting services, raising taxes or both. 
 
There are, as a result, no easy options for states in this kind of recession. That said, the 
worst thing the state can do during a recession is further reduce aggregate demand — 
the total spending by households, businesses and government. Without the revenue 
measures enacted by the legislature, aggregate demand in Oregon will further fall and 
the economy will further contract. 
 
The bulk of the money that the state spends on public services — more than 90 percent 
of which goes to education, health and human services and public safety — is spent 
right here in Oregon.  
 
Cutting state spending reduces in-state aggregate demand, virtually dollar-for-dollar. 
Some forms of state spending, particularly in the area of health care, bring matching 
federal dollars into the state’s economy. So cuts to certain public services result in even 
bigger reductions in aggregate demand because they prevent federal dollars from 
coming into Oregon’s economy.  
 
Tax increases targeted at high-income households and corporations also reduce 
demand, but not as much as cutting state services. High-income people typically don't 
spend all their money, and some of the money that they do spend is likely to be spent 
outside Oregon. In addition, the deductibility of state income taxes from federal taxable 
income means that a fraction of state tax liabilities are, in effect, shifted to the federal 
government. Therefore, a tax increase on high-income Oregonians does not reduce 
aggregate demand in Oregon dollar for dollar. And since a significant fraction of 
Oregon’s corporate taxes are paid by out-of-state, multi-state corporations, the 
corporate tax measure also does not reduce demand dollar for dollar in Oregon.  
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Eminent economists, such as President Barack Obama’s budget director Peter Orszag, 
and Nobel Prize winner Joseph Stiglitz, agree that in a recession, it is preferable for 
states to enact targeted tax increases than to cut services. 
 
In sum, our economic analysis leads to the conclusion that the Oregon legislature’s 
decision to balance budget cuts with tax increases targeted on corporations and high-
income Oregonians while maximizing receipt of federal dollars to fill a $4 billion shortfall 
was, from an economic perspective, a prudent course of action. 
 
Signed: 1 
 
Darius M. Adams, PhD 
Bahram Adrangi, Professor of Economics, University of Portland  
Patricia Atkinson, Instructor, Economics, Portland State University 
Bill Barnes, PhD, Associate Professor of Economics, University of Portland 
Russ Beaton, Emeritus Professor of Economics, Willamette University  
Randall A. Bluffstone, Professor and Chair, Department of Economics, Portland State 
University 
Ronald L. Chastain, PhD, Chastain Economic Consulting 
Joseph Cortright, Economist, Impresa, Inc., Portland 
Todd Easton, Associate Professor, Robert B. Pamplin Junior School of Business, 
University of Portland 
Patrick Emerson, Associate Professor of Economics, Oregon State University 
Professor George W. Evans, John B. Hamacher Chair of Economics, University of 
Oregon 
John Luke Gallup, Assistant Professor of Economics, Portland State University 
Jerry Gray, Professor of Economics, Willamette University 
Robin Hahnel, Professor Emeritus American University, Visiting Professor, Portland 
State University 
John Battaile Hall, Professor of Economics and International Studies, Portland State 
University 
Jim Hanson, Emeritus Professor of Economics, Willamette University 

 
1 Names are listed in alphabetical order and appear as each economist requested. Job titles and 
employers’ names are listed for informational purposes only, not as endorsements.  
 



Letter to Oregonians 
October 7, 2009 
Page 3 of 3 
 
 
 
Martin Hart-Landsberg, Professor of Economics, Lewis and Clark College 
Marc M. Hellman, PhD 
William Jaeger, Professor, Oregon State University 
Richard S. Johnston 
Fred D. Keast, PhD, Adjunct Assistant Professor, Economics Department, Portland 
State University 
M. Sami Khawaja, PhD, Vice President, The Cadmus Group, Inc. 
Mary C. King, Professor of Economics, Portland State University 
Yan Liang, Assistant Professor in Economics, Willamette University 
Philip R. Martinez, Economics, Lane Community College. 
Claire A. Montgomery,  Professor, Department of Forest Resources, Oregon State 
University 
Don Negri, Professor of Economics, Willamette University 
Leopoldo Rodriguez, Associate Professor International Studies and Economics, 
Portland State University 
Phil Ruder, Professor of Economics, Pacific University 
Astrid J. Scholz, PhD 
Michael F. Sheehan, PhD, Sheehan & Sheehan Economics LLC 
Kristen Sheeran, PhD, Executive Director, Economics for Equity and the Environment 
Network  
Nathan Sivers Boyce, Associate Professor of Economics, Willamette University 
Laura Taylor, Assistant Professor and Chair, Department of Economics, Willamette 
University 
Eric Tymoigne, Assistant Professor of Economics, Lewis and Clark College 
Linda Wilcox Young, Professor of Economics, Southern Oregon University 
 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


