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SORA notes that the health of the State’s governmental finances, having no source other than tax
revenues,  is purely derivative from the private economy.  Taxes to fund a fiscally responsible
State budget are not a problem when everyone is prospering.  Alternatively, the adage remains
that one cannot get blood from a turnip.  The State’s fiscal problems, such as they are, are
ultimately a matter that the State is running out of turnips.  The responsible answer in SORA’s
view is for the State to concentrate on improving the overall economy in the state.  

The question is how best for the State to proceed?  Should the State interfere in the free market
with regulation and direction or should it seek ways to unleash the power of free enterprise with
a retreat from management and manipulation?

SORA adheres to certain economic first principles.  Primary of these is the belief that wealth is
the capacity and where-with-all one uses to acquire the goods and services one wants or needs. 
Accordingly, the relative health of a localized economy can be measured by its capacity to pay
for the things it wants and needs with funding in hand.  In that regard, credit is merely a tool to
temporarily stand in the place of wealth that has not yet materialized.  Credit for the borrower is
not wealth.  It is a service provided by one with excess wealth which is acquired at a cost to the
borrower.

SORA believes that wealth is created by the joining of labor and resources in successful
production.  If a product can be created from resources and successfully marketed for
remuneration greater than the cost of the resources and labor required, the difference is profit and
wealth that did not previously exist and does not exist in the absence of the successful
production.

A service, on the other hand, is an economic activity that satisfies a want or a need of a producer
who has the wealth to acquire the service.  The particular service may directly facilitate
production or it may serve as a reward.  A service activity does not generate wealth.  It
redistributes the wealth acquired by the producer.

As a consequence, SORA sees the creation of new wealth within a local economy as critical to
the growth and overall health of the economy.  That growth can only come from the successful
exploitation of resources through production.  
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Growth of the local economy is not only dependent upon production.  There must also be
successful marketing of the product in a foreign market, else the production will necessarily be at
the expense of a competitive product.  There must be an outside source for the wealth that
rewards the producer.

Accordingly, the economic health of a local market can be analyzed in terms of cash flow.  If a
local market brings in more wealth than it puts out, the local economy is healthy.  If not, it is on
the road to bankruptcy.  

With these principles in mind, SORA would like to comment on the economics of Oregon.

RURAL OREGON

 The State of Oregon is blessed with all the natural resources and facilities an economy could
possibly want, from deep water ports to abundant water and agriculture.  Yet rural Oregon is in a
state of economic collapse.  Unemployment, particularly among rural communities,  is among
the highest in the nation.  Opportunity does not exist.  Some rural county governments are facing
insolvency.  By contrast, some urban areas appear to fairing well but, with rare exception, their
economies are service industry based.  SORA notes that government, which is the costliest of
service industries, employs more people in Oregon than mining, logging, construction and
manufacturing combined.  This is not a model for economic sustainability.

Given the plethora of natural resources available and the labor pool available, the only
explanation for Oregon’s poor economic showing must be poor management.  SORA notes that
there are two agencies of resource management at work: the Federal and the State.  Each is
making its own contribution to Oregon’s poor results.

THE FEDERAL PROBLEM

Nearly 70% of Oregon’s landmass is government owned, which, absent productive federal
management, creates an extraordinary economic  burden for that which is privately owned. 
Because so many of Oregon’s resource assets are tied up in federal ownership and because
management by the federal agencies has been so poor, it has become time for the State to
demand an active role in the utilization of these important resources.  

The federal law, under both the National Forest Management Act of 1976 (16 USC §1600, et
seq.), pertaining to our National Forests, and the Federal Land Policy and Management Act of
1976 (43 USC §1701, et seq.), pertaining to the Bureau of Land Management,  provides that the
federal agencies must coordinate their management plans with those of the State if there is such a
plan.  It follows that the first step in realizing effective and sustainable utilization of resources on
federal lands must be the development of comprehensive statewide plan entitled to federation
coordination.  A second step should be the establishment of a clear procedure for
implementation, even up to compulsive coordination, should that be required.  
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It is clear that the non-management under the federal Northwest Forest Management Plan is not
providing the multiple uses mandated under the law and is also putting our resources needlessly
at risk.  It goes without saying that the cost borne by the State fighting catastrophic, stand-
replacement fire events is a triple hit to our economy: initially a failure or wealth production;
then a direct expense in fighting catastrophic fires; and finally an ultimate loss of resources.

Of the 24 plus million acres covered by the Northwest Forest Management Plan, some 2.4
million acres (approximately 10%) is land supposedly managed according to the 1937 Oregon
and California Railroad Lands Act.  These peculiar lands with their peculiar history are,
according to the act, to be managed for perpetual timber production for the economic benefit of
the O&C counties and their local economies.  This is not happening and several of our rural
counties are facing insolvency in the face of the federal failure to comply with the mandates of
the law.  The State should hold the federal agencies accountable.  There is no need nor profit in
begging the feds for alternative subsidies.  This is particularly true in light of the federal
government’s current fiscal situation.  Subsidies that it forwards are not wealth.  They are money
created for the purpose which masquerades as wealth.  Such created money serves only to dilute
the value of all money as a storage place for wealth.  While it may appear as a gain, when the
cost of its attendant devaluation is factored in, that gain is chimeral.

Much of rural Oregon is likewise rich in mineral resources.  The science associated with
environmental effects of mining along our waterways was explored and developed at State
direction more than sixty years ago.  Although modern computer “models” can be made to show
whatever one desires, the effects were actually tested in the 1930s and the results were
conclusive that mining is not detrimental to the water or the fish that use it.  The State should
foster, not impede, the development of new mining opportunities.  Federal agencies should be
held to task to promptly provide licensing and permission for mineral development on our
federal lands.  Mineral withdrawals should not be expanded.

THE STATE PROBLEM

Finally, of course, there is the land itself.  While we all recognize that the things that grow upon
the land, flow across it, or can be found under it are natural resources, SORA is mindful that the
land itself is the ultimate natural resource.  Accordingly, what is being done with the land in
private ownership needs to be a critical concern for the state.  Private land must be utilized to its
highest and best use for the benefit of every Oregonian who participates in the economy.  

SORA believes the highest and best use of any asset is determined by free enterprise functioning
in a free market.  Comprehensive, statewide land use regulation has failed the people of Oregon. 
The State’s Land Use and Development Commission is simple evidence that there is no such
thing as a centrally managed marketplace.  

In today’s context, a great opportunity exists for residential development of rural property.  The
so-called “baby boomer” generation is approaching retirement.  In large measure, these
individuals seek to retire not only from the pursuit of a career.  They seek also to escape from the
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hustle and bustle of the urban environment.  While much of Oregon’s private real estate is
valuable as producing timber or agriculture land, a great deal more of it is not.  That fallow rural
land is, however, in great measure a delightful place to live, if the State will only allow it.

Statewide, comprehensive land use regulation was conceived in resistance to the imagined threat
of over population that arose in the 1960s.  It was Oregon’s legislative reaction to the fear of
over-crowding.  It was aimed at preventing growth.  It has worked altogether too well.  

The sale of rural land to retirees from out of state provides several distinct economic advantages. 
Initially, the retiree brings his accumulated wealth with him.  This creates positive cash flow for
Oregon’s economy.  Moreover, whatever his retirement provision, that payment will be a
monthly addition to the state’s economy.  The State should want all that can be achieved.

Finally, in view of the vast acreages of undeveloped land, the retiree is likely to be an eager
consumer for our construction industry.  In any event, he will be a net gain in the market for our
service industries, particularly the health care industry.  Unrestricted land use and development
can only amount to a gain for Oregon’s economy.

It has been fashionable to speak of a lack of sustainability in land development.  In a theoretic
model this could be shown to be a peril.  However, in the real world, Oregon stands in dramatic
competition with other states.  There are a lot of states with a lot of available rural land.  It would
seem egotistic in the extreme to believe that there is not formidable competition.  We cannot be
the only ones to realize the asset value of the retiring baby boomer.  As a practical matter, there
is no danger of saturating our landscape with people.

CONCLUSION

Oregon’s economy has been artificially stifled by intentional non-management of the vast
majority of federal land and resources.  At the same time, its privately owned land has been
intentionally managed to prevent growth.  If one would kick-start the State on the road to
prosperity, one need only address those two problems which are, at the core, simply human error.

Jack Swift
Vice-Chairman
Southern Oregon Resource Alliance
August, 2013
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