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|. EXECUTIVE SUMMARY

Now is a good time to reconsider the role of thiy @i future economic development efforts.
The nation is in a recession which was precipitatetbrces around the world. As a result, our
community is confronted by harsh problems such as unemptdyand home foreclosures.
However, historic data show that Corvallis has separatetstal problems that will continue to
haunt our economy after the national recessiones.oBack in August 1997, inflation-adjusted
wagesand_total jobgpeaked in Benton County. Very significantly, two-thirds of the local
manufacturing jobsave been lost since then. (For example Ge&PH 1 andGRAPH 2 at the
end of theEXECUTIVE SUMMARY.) These losses have weakened the stability and productivity
of the economy, and it have eroded the propertyp#seused to fund essential public services.
As a result, livability in our community has alreadBteriorated for many citizens, a@Gdizen
Attitude Surveygive low ratings to economic development efforts.

A small committee of Councilors is presenting thlste paper for the use of the Corvallis City
Council to support a dialog on economic development. @weepast decades, Councils have

taken a passive role in regard to the local econalagending instead on initiatives brought

forward by the community, such Bsosperity that Fits.This Council could choose to provide

more active leadership, and the City could do n@n attempt to ameliorate local economic
problems. Neighboring cities, such as Albany and Lebanon, have been quite aggressive in trying
to revitalize their economies. Practices of BeaveRamtland, and Littleton, CO may also

provide some useful guidance.

The local economy evolved over time. Corvalliststdas a typical 19th Century market town
in a logging/agricultural community. Later it becathe county seat and the location of the
state's land grant college. WWII brought thousasfdgew residents to a nearby Army training
camp and a Navy Reserve air base; the troopsridftree airport was given to the City. Fifty
years ago, Interstate 5 bypassed our stores avideser In the 1980s, the Bureau of Land
Management closed federal forests to logging. Hewlett-Packard expanded its division in
Corvallis, dominating the community and bringing prosgesiith high tech manufacturing

and research and development jobs. Twenty years later, Histaducing the number of
local jobs, and may leave the site entirely. OSU has morphed from an agridetictanhg
college into a major research university. The regional medical center has grown.

The local economic system is larger than the Cit@arvallis proper, and it is not a closed
system. Particularly in employment, our town is interconnected with Benton County, Linn
County, Philomath, Adair, and Albany. Oregon State Unityeesid HP serve international
markets with goods and services. Labor, capital, and uegeftow freely in and out of our
local economy.



Corvallis has some unique opportunities but also sealeconstraints. OSU presents unique
opportunities in economic development through harnessingsearch and education programs.
Residents in Corvallis enjoy safety, a mild climated quick access to the out-of-doors.
However, for a business that needs quick accebe test of the world, the town is distavik-
a-vismetropolitan centers, highway transport and airport ections. In facing the future, a
strategy will have to be realistic in assessing v@@@tvallis has to offer in carving out our
community's potential niche.

The City Council is responsible for setting policy e municipal organization which provides
basic services to protect and enhance the quality of citizen's lives: water, sdlveisgiaty,
social services for the needy, etc. As financial stew#ndsCouncil must be attentive to the
requirements of balanced budgets and stable funding.mifgealso determine how to find
sufficient resources to pay for those operationsiviare dependent on the property tax base:
industrial, commercial, and residential. Lossmafustry has had a significant impact on property
tax resources. Some would argue that improving thbdag through economic development is
less painful than reducing essential services oeasing the tax load on homeowners.

The following discussion will address Corvallis' econongealopment goals, strategies,

and actions in that order. The committee researClitgdoolicies, statistical data and analyst
reports available from government sources, other jutistis, and professional management
organizations. We also investigated local sources andigexmeed people who are
knowledgeable about various industries.

Goals: While taking care of the specific interests of the City govent, the Council must also
be concerned about policies which are also goochteocommunity overall. Existing City
policies support the following community goals:

jobs and employment;
new business activity;
sufficient sales revenue;
capital investment;
economic stability.

~h —h —~h —~h —H

One conclusion from economic data is that our communitytismgaourse toward successfully
achieving our economic vitality goals. Furtherstimterpretation envisions the City's current
revenue problem as part of an underlying problem which, heftecked, will be around for
some time.

Strategies: The Corvallis community depends on the local economy teeatedtability,
"prosperity" and "quality of life." It is worth focusing arieeis, purposeful, organized, long-
term effort to make economic progress. We coultsier a targeted strategy based primarily
on the efforts of diversified companies with theaest potential to improve the economy:
exports, innovation, manufacturing, and professisealices. Traded-sector firms offer the
greatest potential contribution, and OSU research wilticoe to generate attractive
opportunities through new technology, if the community can learn how to capture them.



A multi-pronged strategy for local economic developtriacludes:

1) Foster start-ups through greater cooperatioin &and support of OSU Tech Transfer and
ONAMI's incubation efforts and a more robust BEC.

2) Strengthen and grow existing small to midsize mantufeng and development businesses -
emphasizing traded sector products;

3) Target large business operations with a lasargsfocus on the reality of what Corvallis is
and what we have to offer that syncs with businds®€who would view our reality as a real
advantage for them; and

4) Recognize the need for diversification and synergy gmompanies in the local economy.

Actions: In compiling the white paper, the committee hastified ten action items for the
Council to consider.

1) The City of Corvallis owns the Municipal Airpome the Airport Industrial Park.
The City could be more aggressive about developing thests dssnake them more attractive,
i.e. a better match the needs of industrial prospects.

2) The Business Enterprise Center provides services to emerging businesses. In order to support
greater numbers of technologically-sophisticatedgbarta more sophisticated facility (i.e. wet
labs, etc) would be necessary.

3) In 2008, the City Council approved the firstezprise zone in south Corvallis. The
"greenfield" property involved does not fulfill tipgimary needs of the small, high tech
businesses which we seek to nurture. In order to provide ancduwations for prospects,
Corvallis could consider expanding the enterprise zonéh&r ¢ocations, which provide more
existing infrastructure amenities to potential t@sa An advantage in a time of scanty municipal
budgets is that this approach does not involve any out-of-pocket expenditure.

4) Economic gardening is an interesting idea whiat worked in other communities such as
Littleton, CO, a town not unlike Corvallis. Here is the reacbf community leaders to the
decision by the town's leading employer to downsize:

In short, the community wanted to take back its own economic destiny from
out-of-state corporations, speculative real estate developers anchibweevice

jobs. It wanted an economy built from the indéwith employers who had

a commitment to Littleton and would build the community as well as their
companies. It wanted good jobs with good pay that would stay in the community.

Economic gardeners nurture local businesses wiibeatown infrastructure and supportive
networks. However the most important aide is s@pdmiisiness information to help new
businesses succeed by understanding the business envitonme



5) Industrial sites do not sell themselves. Resswith selling expertise, working under an
explicit strategy, could help Corvallis be more succeéssfreaching our economic goals.

6) Some members of the business community are cweat@bout the time delays and costs
associated with the City's new business developmenegsoProsperity that Fitdhas created
a blue ribbon panel to recommend improvements.

7) Analysts have compiled a long list of potential réarg incentives from the experiences of
many municipalities. They conclude that most incentivesaut to be expensive and useful
only in the short-run. Although always available, incentives should be used with care.

8) Corvallis is small, but it does not have to be aneeonisland. The City could partner with
other municipalities in the economic trading arebhdtp us with resources and coordinated
effort.

9) The idea of a business license fee has beam@since the creation of the Economic
Development Partnership. It would be a vehicle for priviadestry, economic development
contributions to supplement or replace public investme

10) Council policy clearly supports monitoringgrinciple, but the community could

do much more to track the economy, economic devedopmprograms, and changes in market
conditions. This would involve benchmarks and tracking using the best data we can afford,
including Geographic Information System sources. feughocal business registration program
would provide very useful data at a low cost.

Summary: Compared to the magnitude of Corvallis' economiblem, our current economic
development efforts seem like tweaking. An appadprhew approach would be to reexamine
problems, set goals, create and implement a gien, honitor and adjust. The bottom line is
that investing in a successful future will cost mpnd plan will be necessary before an estimate
of funds can be determined, but it will likely be much ntben Corvallis is used to spending.
Despite our budget woes, this is not a good tineetse activities that support economic
development. The longer we wait, the longer the timedovery.



GRAPH 1

Jobs in Benton County
1993-2008
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Manufacturing jobs in Benton County have decreased by 67% since 1997. During the
same period, they have decreased by 28% in the State of Oregon overall and 33%
nationally. Private educational and health services have increased somewhat in Benton
County, but total employment has not returned to its 1997 peak.
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II. INTRODUCTION

Corvallis citizens have various expectations concerwingt elected officials and government
staff should do about the economy. Some feel Hegbvernment should proactively influence
matters such as economic growth, income redistribution,@thers feel that government should
just get out of the way and let market forces deitg@raconomic outcomes.

The two most recer@orvallis Citizen Attitude Surveghow that "Economic Development”

ranks among the lowest rated services in our contywand virtually no respondents indicate
that "Jobs growth is too fast Data presented in this paper show that the Corvallis City Council
has good reason to reconsider what their futueemaght be in economic matters. The key
concept, Economic Development, is defined byGloevallis Comprehensive Plas ‘the

addition of new economic activityHowever, "new" activity may also replace whaslbeen

lost.

The 2009-2011 Council set the following economic goal:

Continue to implement: Prosperity that Fits; EconoMitality Partnership;
Economic DevelopmentAnd refine as necessary.

In order to stimulate discussion related to thd,gb& white paper addresses "big picture”
questions like the following:

X What kind of economic change would benefit Corvallis?
x What is the role for the City Council in local econordevelopment?
x How should the City Council pursue its economic role?

The committee researched City policies, statistical datbanalyst reports available from
government sources, other jurisdictions, and profeasimanagement organizations. The
primary resource was a publication by Steven G. KoverTaonthas S. Lyong.conomic
Development: Strategies for State and Local Practideynational City/County Management
Association, 2003d&L ] We also investigated local sources and interviewed pedpbeare
knowledgeable about various industries. Will Summens fthe Oregon Employment
Department was especially helpful. Compiling thetevpaper was a volunteer effort, and
the opinions expressed and errors should be atdito the authors.

Following is a list of the main sections of the pap
l.  Introduction
II. Corvallis Situation Analysis
lll. City and Community Economic Goals
IV. Community Economic Strategy

V. Data Analysis
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A. CITY COUNCIL ROLE

The Corvallis City Charter is silent about municipal ecormodevelopment responsibilities.
Limited policies have been developed over time througklign by the City Council. Some
have been guided by state and federal governments. Forlex&tgtewide Planning Goal 9

is "to diversify and improve the economy of the stated' federal ARRA money was distributed
in 2009 to stimulate employment.

1. The Policy Choice

The City Council takes a big picture view of theyGind makes policy decisions. Legislation
should be intended to benefit the whole community indghg term. The basic policy choice
for local government is between being passie letting markets determine the level of
business activities, and being active. setting goals and taking control of processes as
necessary to achieve the goals.

"Development choices--even a do-nothing strategy is aehuwitl influence
the long-term economic health of the commurfKgL, p. xiii ].

A more active approach requires more time, more ma@ymore commitment. Itis more
likely for a municipality to choose this stance wleeperceived crisis is looming or is upon it.

FIGURE 1

2. Leadership

Economics are cyclical, and goals developed at differ@ntgin the cycle tend to reflect the
economic outlook at that particular point in time. In9.9&uring a long recession, the then
Corvallis City Manager exhorted the City Councibidopt a more aggressive Economic
Development posture.
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Then in the late 1990s, the current passive styateg adopted by the Council during a
prosperous period (the longest bull market in Agaarihistory). Unemployment in Corvallis
was 2.7% when the Council chose to approve present polidi@s. unemployment is 7.8%,
and some citizens are seeking relief.

Rather than leading the way, a review of City Coundicjes indicates that initiatives have
been brought forward from the community and that Couheil@ voted to support them.
This is an opportune time to reconsider Council ledulers

Not to imply that residents do or do not want Cdiv#o be like Beaverton, but the following
is instructive for purposes of comparison to the Coisralpproach.

City of Beaverton’s Economic Development Vision:

Beaverton is a vibrant city that is a great place to run a ssrand raise a family

It is a community that will foster an array of economic oppdrésfor the workforce
of today and tomorrow. Beaverton will provide the infrasture and leadershipeeded
to compete in our current knowledge-based economy.

The economic development plan must prosidategies that will increase the
opportunities for today’s businesseghile expanding the possibilities for the next
generation of workers and entreprenewo$fering opportunities for our children
to stay in the region and seize nationally compejdh®

This Beaverton leadership promise is to make big changspedifies commitments to families

and workers as well as businesses. Compared teBeawand other cities one can visit on the
internet today, neighbors including Albany and Lebanon, our current stance does not appear to
be particularly aggressive.

FIGURE 1 implies that the range of options is large. The Councildcdatide to do more,
or do less. At the same time, we could decide to ihgshdifferently.

B. ECONOMIC DEVELOPMENT HISTORY OF CORVALLIS

Corvallis sprang up as a river port town in a fargramd logging community. It became

the seat of Benton County and was chosen to be the location of the State's land grant college.
Phones and electricity arrived before the turn efdéntury. Like other agricultural towns,

our town benefitted from WWI, and suffered less th#rer places during the depression.

During WWII, Corvallis experienced the influx ofdhsands of military personnel associated

with Camp Adair and construction of the new Naval Reserve AseBafter the war, armed

with the GI Bill, student enrollment increased dedically at Oregon State. CH2M-Hill spun

off from the college.
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During the following two decades, the importancegificulture and forestry declined.

The new interstate made Corvallis less important as ketntown; local department stores
and chains lost business and closed. Hewlett-Pademe to town in 1978, increasing local
employment and greatly benefitting the propertyliaze to support operations of the City
of Corvallis, Benton County, and local schools. Public ameate infrastructure improved.

In 1985 the City, the County, and the Chamber ah@erce established the Economic
Development Partnership (EDP). In 1987 the City extemdetdr and sewer services, beyond
the City limits, to the Airport Industrial Park. The City also createdtafibuildable industrial
land, and reflecting on the HP high tech model, establiResgarch Technology Parks as an
option in theLand Development Code

The late 1990s were a period of great prosperity. HP was paying a significant portion (30%)
of property taxes for the benefit of the City, the County and local schools. Jobs were at a
peak, and unemployment ran very low. The City Council adbysion 2020and a new
Comprehensive Pladuring that period Corvallis became a Metropolitan Planning Organdati
(MPO) after the 2000 Census; this allowed the City adeefesleral community development
funds.

A national recession in 2001/2002 heightened azag#dn that downsizing at HP would create
a dearth of jobs, declining school funding, and reductigoubfic services as the result of
shrinking tax rolls. The Economic Vitality Partnershipguoed thd’rosperity that Fitgplan

in 2006. The City Council created the Enterprise Zone in 2888 another major recession
arrived that year. In 2009 the Urban Renewal istwhich had been in the planning stage
for a decade, was voted down. Manufacturing jeligpfecipitously over a decade, and at the
end of 2009, unemployment was over 7 percent for Corvaliieng and higher in surrounding
counties. Today citizens are hoping for economic recovery.

C. LOCAL ECONOMIC SYSTEM

It is important to note that the "Corvallis Commiyhiis not exactly identical to taxpayers who
live within the Corvallis City limits. The locakenomy includes people from rural Benton and
Linn Counties and from other towns. Adair and Philonzathofficially part of the Corvallis
Metropolitan Planning Organization [MPQ]. Corvallidgieols (509J) include Crescent Valley
High School located in Benton County and also serve samdersts from Linn County. The
Osborn Aguatics Center and the Corvallis Municipal Airport serve the region.

Library and Arts Center services are provided topbe at locations outside the City under
partnership agreements. The City of Corvallis, under contract, provides emergency fire and
ambulance services to areas outside the City, as weath@giency water services to the City

of Philomath for commercial as well as residential psgs.
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1. Graphic Model of the Local Economy

The Corvallis economy involves many entities. Majorsoare identified ifFIGURE 1. Those
inside the box represent the Corvallis Communitgdescribed above.

FIGURE 2

About the arrows -- in theory there is a poterg@inection between each entity and every
other entity -- but that would create a very desiagram. The focused purposeFdGURE 1

is to highlight a simple, City-centric system; arsoghow the most significant flows of money
or activities to and from the City government. Arrowheadgate the main directions of the
flows. The two primary connections are betweanst,fthe City and citizens, and second,

the City and local businesses.

FIGURE 2 demonstrates that the Corvallis economy is ndvsed system from the City's
viewpoint. State and federal funding, as well @sital markets, provide financial inpuhich
are essential for many City projects and programs ( FE@sty). Other connections involve
monetary outflows the City buys goods and services from remote lesses, for example fire
trucks and asphalt (Cith /EOutside Suppliers); the City also pays wages to some engsloye
who commute from beyond the official limits of Corva(Bity A /& Outside Employees).
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Although not represented in the diagram, the rest o€theallis economy is not a closed system
either. Many Corvallis consumers shop in other citiesZ@is A /A Outside Suppliers), and a
few people from even more rural areas do their @rynshopping here (Outside Buyels /&

Local Businesses). Many retailers, service pragidend restaurants are part of regional, state,
or national chains whose corporate headquarters atetbsomewhere else (Local Businesses
A /ECorporate Headquarters). A substantial number of Corvallis citizens commute to earn
paychecks in Salem, Eugene and even more distant p@itieerfs A A Outside Employers).

2. Input-Output Economy

Some citizens are concerned about the flow of mameyand out of the local community

(i.e. the box IrFIGURE 2) in a sort of balance of payments analysis, dsnports and exports."
Imports: Corvallis shoppers do most of their department store shpppisther cities. This is
sometimes referred to pejoratively as "leakage." Radnd businesses buy electricity which
is produced many miles away, and Corvallis driveng ¢easoline which originates from oil wells
in foreign countries. Exports:Oregon State University is a major research usityewhich
attracts funds from the federal government. OSU mostlyes students who bring tuition
money from their home communities, states, or naticdHP, a traded sector company, sells

to customers all over the world. ("Traded secto€ans industries in which member firms

sell their goods or services into markets for whiatianal or international competition exists.
Traded sector companies import capital to pay for infraktra and community amenities.)

With support from the Economic Development Partnerdripce Weber and Bruce Sorte
[W&S] wrote a paperfzconomic Diversity in Benton County: An Input-Outpoalsis;

Special Report 1034, January 2002. They discuss growth, diversification, and stability.
Using the IMPLAN model, they identified those economic sectors where Benton County is
either a net importer or net exporter. This docotmeas used to develop the "traded-sector
cluster” discussion for therosperity that Fit§PTF] plan, particularly Action 6.3.

3. Economic Sustainability

In the long-run, for a city to be economically susthle, inflows of money have to at least cover
total outflows from the community. These flows include:

f sales revenues

f capital

f profits

f taxes and transfer payments

Although they involve huge amounts of money, capitaigactions are invisible to most people
and_capitals sometimes taken for granted in community disonss None-the-less, our
community requires capitéb provide the bike lanes, aquatic centers, 911 equipnesmage
treatment facilities, school buildings, grocery stores, etc. which support the lifestyle residents
prefer. And it is also important to note that private capital investment prohielédssessed

Value on which property taxes are gathered annt@lpay for many important public services.

16



FIGURE 3

FIGURE 3 shows that most of that capital originates from sourceg&deutsir community.

The City government, the County, the OSU campus, and ding mot-for-profits use grant

money from the State of Oregon and the federal governmenivme desired capital
improvements. Most home buyers require mortgage loadssldrough these loans may be
initiated by local institutions, few are funded with local money. Grocery store chains, franchise
utility companies, commercial banks, franchise nastats, residential and commercial property
developers, etc. all bring outside capital with them to invest in Corvallis. For example the iconic
HP campus was developed with corporate money frdmAlt. Although merchants take their
origins for granted now, some of the historic buildings downtown were developed with outside
capital. A large proportion of the recent commercial,aleaind residential development is also
externally bankrolled.
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lll. SITUATION ANALYSIS

Koven and Lyons include a chapter on "Understanthed_ocal Environment" and provide

an extensive list of factors to consider. Creating this type of understanding is the purpose of this
section which includes: assumptions, strengthskmesses, opportunities, threats, constraints,

and competitive advantage. Additional information can badanAPPENDIX I.

A. ECONOMIC ASSUMPTIONS

Corvallis is a unique community. It is sometimescsuctly called "the Pacific Northwest's most
beautiful College Town," but it is more complicated than that.

The economy is dependent on a few large employers; goverantenints for 35%;
OSU, a top 100 research university, is the biggest employer in town;

Many of those employed in Corvallis don't livethe city;

Most Corvallis residents are renters;

OSU students represent one-third of the population of Qisrva

Residents enjoy high income and education, coedd® other Oregon cities;
Average income is higher in rural Benton Couhgn in the City of Corvallis.
The remainder of the population is increasingge;

Thirty-five percent of the employed population are pitesl (21% statewide);
Retail sales leakage has been a reality fong tione;

Population growth is slow and typically lags thet&ta Oregon;

X X X X X X X X X X X

B. SWOT ANALYSIS

1. Strengths

Many residents are proud of their hometown, and the City marsy awards. Promotional
materials from the City, the Chamber Coalition, amav@llis Tourism explain why. Corvallis

has four drivers: OSU, Hi Tech, Medical, and Tourishe tbwn is a safe and attractive place to
live and is surrounded by green areas and foréss;lose to many types of recreation at the
beach or in the mountains; local fresh producealable in season. We have amenities: good
schools, a good library, and art/culture opportasjtbike lanes, and parks. We have many
educated people, dedicated volunteers, and high rate of voter participation. Local businesses
give generously to the community. As an MPO, Corvallis §jaalfor federal grants.

Ultimately, strengths are in the eye of the bebgldnd in the case of economic development,
that means the perceptions of business executives. déaion maker's choices are based on
idiosyncratic decision criteria. Still developiag economic development strategy should build
on the strengths and weaknesses we can identify.
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2. Weaknesses

To administer an economic development strategy, oneundstrstand and address weaknesses
which will affect businesses. Corvallis has ndween a "leader,” (a concept envisioned by
Koven and LyonsK&L 1), in the organized pursuit of economic development. prereurship
could be more appreciated -- compared to the San FrarBagcarea and other centers of
innovation.

Other than water and limited land, the City has aitural resources. The City and County don't
own much they can offer to new businesses othertti@Airport Industrial Park, and other
industrial infrastructure is limited. Citizenswgggle to finance local government.

Corvallis lacks access to markets for productscoramercial airport, not on interstate (I-5),
no rail service. Local industries lack critical mamsgpport networks, and economies of scale:
capital, employees, or demand. For example, Casviall small town without a big enough
retail market to attract retail chains such as Nordstromsivgome shoppers would like to see.
Compared to nearby counties, Corvallis homes are expeosigeople with ordinary incomes.

3. Opportunities

OSU is one of the top 100 research universities in the country, whose research programs could
be a local economic engine through creation of technabgpinoffs, trained scientists and
professionals, and opportunities for research suppormpanies.

Vacant areas at the HP site could provide high quality iméretstre for new occupants. The
large municipal airport has provided commercialseager service in the past and could be
developed to support more aviation-related busirsesse

OSU students at the Corvallis campus create madtenpal for local businesses such

as retailers and landlords. Government programs, to the extent allo\v#tatdyaw, create

some local demand for institution-related purchgsihgoods and services; the magnitude

of these opportunities depends on the cyclicakiases and decreases in the student population.
The planned enrolliment increase of 15,000 college students by 2025 would provide a big boost
in demand for some goods and services.

4. Threats

Our economy shows signs of weakening. Lack of diversification has made the local economy
more unstable than Oregon overall, and our community is eearbing less diversified. Once
Corvallis' biggest employer, HP has reduced it¢dont and may leave Corvallis entirely.

Other related companies have also left.

Overall, employment and wages have stagnated begrdst decade, and manufacturing jobs
have sharply declined. Increases have happened in pulgioyenent and in the not-for-profit
health field, but they do not provide a correspaogdienefit of property tax revenue to local
governments. Decreases in manufacturing, which hdsdggest impact on property taxes is
declining. Unemployment experienced an upward structural uptick during th®%ite, And
recurrent recessions take unemployment to painfeldev
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Barney and Worth§&W ] report, inDiminishing Returns: Oregon's Cities Struggle téoAd

Basic Serviced eague of Oregon Cities, 2002, that in Oregon, cities favenue and expense
problems: the number of prime wage earners @xepayers) is not expected to increase. At the
same time, there will be a significant increasthanelderly and criminally "at risk” population
(males 15-39). The planned increase of 15,000 OSU stuaentd greatly increase the demand
for City services, including police. Some developerslaodl business owners have spread the
word that Corvallis is anti-business, and some conitygroups and individuals are litigious in
development matters.

C. CONSTRAINTS

Corvallis is constrained by over a hundred years of masitoordinated development which
occurred from 1850 to 1950. In the beginning, asde the river was important for commerce,
now the downtown abuts a river boundary which preventernt being in a central location;
unlike many river towns, development is restridizdne side of the Willamette River because
of flood patterns.

The original street patterns supported an agricultural landscape. Then strip developments
sprang up on the north-south and east-west corridors. Highway 99 (3rd Street) and/Rghwa
are considered by ODOT to be routes to get traffic through rather than to Corvallis. As is the
case in many towns, residential development based asthenption of the automobile,
progressed without regard to distance from wheopleetraveled to work or shop.

The University was originally sited in the 18703ver time, it has redeveloped residential
neighborhoods on its north and south borders which omseded convenient and affordable
housing for academic workers. Recent expansion of titkest population has led to further
redevelopment, and this expansion may continue if OSU's strategic plans are realized.

Like other cities in Oregon, Corvallis has had a frozdranrgrowth boundary since the early
1970s, and there is a resident population of no-growth advocates. Government is wedded to
public processes and is considered by some to be slast. td'lae land development process

is restricted by the urban growth boundary and historic preservation regulations. v&ate la
govern OSU and City purchases in ways that do nairflmcal suppliers. Oregon does not have
a sales tax, and the City and County do not ppeteidirectly in the State income tax.

In 2009 the federal minimum wage was $7.25 per hour. Theo®1@te minimum wage was
higher, $8.40, with an annual CPI adjustment. The 'tivilage" was $11.18 per hour as
established by a citizen initiative to require eayglrs to pay that amount to employees under
City contracts.
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D. COMPETITIVE ADVANTAGE

Competitive advantages are related to but are not the aastrengths, as described above.
Typically strengths are defined in the minds of tbgidents, while competitive advantage or
disadvantage is in the mind of the persons who amkitly about moving here. Corvallis'
competitive advantages include:

X

X

X

X

engineering and other professional graduates asfevoe potential,

top academic talents in some fields as consultantsoltaboration;

basic research output as fodder for new/breakthrough technology development;
employees who understand the technical needs of iighdogy;

research facilities at OSU which can be rented for f@iv@search;

downsized HP talent will be available for the next feaang;

affordable, semi-skilled labor force.
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V. CORVALLIS ECONOMIC GOALS

Setting goals is an essential beginning point for creating a strategy easdnng progress
toward those goals is necessary for ensuring desired results. Cooaogitimed economic goals
appear in th€orvallis Comprehensive PlgeP], City Council PoliciedCCP], and inVision
2020 Community desires are also expressderosperity that Fitg§PTF].

A. ECONOMIC GOALS OF CITY GOVERNMENT

The City Council has a number of goals embedded in City policy.

f Fund desired services;

f Fund essential City infrastructure;
f Maintain stability of City revenues;
f Balance the City budget;

f Monitor economic development.

Property taxes are Corvallis' most important soofdex revenue and figure in the City's goals.
Thinking might be different if sales taxes or income taxese available as sources of revenue.

1. Fund Desired City Programs and Services

With regard to the City government itself, Council Finah&olicy Objectives include:

To employ revenue policies . . . which provide adequate funds to operate desired
programs[CCP 10.01.02§

and theComprehensive Plastates,

The City shall seek to maintain the community’s desdeeel of public services

As needed, the City shall evaluate alternative fundindnareésms, including property
taxlevies, for programs or services that are deemed a priority by the community
[CP8.53.

As the cost of providing most of the "quality of life" Cityrgees go up, there are only three
choices:

1. Hold taxes steady and cut the services, thumguquality of life;

2. Increase taxes, with a tax levy override, sErgwne pays more in property taxes
to at least maintain services;

3. Support economic development to create more jobs eicbrate more
property-tax-producing buildings (and equipment within). The more businesses
prosper and grow, the more they pay in property tax, and the less homeowners have
to pay. Services can be improved, qualityfefdan be enhanced, with no added tax

burden on homeowners.
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In its functioning, the City government has a vested isterethe health of the local economy.
Revenue from residents is still a major source of funds wspvide municipal services.

The City must be concerned with property tawésch comprise about twenty-five percent

of the City's budget and provide primary supportdolice, fire department, emergency services,
library, parks and recreation, planning, and transit.

FIGURE 4

Revenue derived from local industry can be extremepomant to city coffers. A decade ago,
lead by Hewlett Packard, 30 percefproperty tax collections came from business saurce
(top and bottom rows IRIGURE 4); that flow has declined to a mere 10 percent

The Comprehensive Plapredicted in 1998 Without value from new development, it is likely
that the revenue from property taxes will grow slothan the costs of providing basic services
[CP 8.5.1. The basic math follows: property tax increasesed on assessed value, are limited
by state law to 3 percent a year while expensasase at the approximately 6 percent a year.

6% Annual Increase 3 3% Annual Increase = @
in City expenses in Assessed Val ue

Although existing Assessed Values are not sufficienbt@rcincreased costs, on a year-to-year
basis, taxes from new development have helped ke mads meet.

In the interest of disclosure, it should be noted that not everyone believes that growing residential
development financially benefits a city. For exd&mjben Fodor from Eugene, OR, in his 1999
book, Better not Biggercriticizes the "urban growth machine.” He fablst the net cost of

providing additional government services to newdesis exceeds the additional revenue from
residential property taxes (and systems developotarges). With the evidence available, one
cannot definitively support or refute Fodor's positas it relates to the specific case

of Corvallis.
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The calculus for industrial development is different fr@sidential development because
revenues generated exceed the increases in serviceRistidusinesses pay on personal
propertyas well as real estate. Second, they do not impact demand for governmeasgand
costs) to nearly the same degree as new residentidogenent. Industrial development pencils
out better than residential development for the City.

Results of Citien Attitude Surveysave been fairly consistent over the years. Most peepé
City services highly compared to other governmenisn array of ratings for various services;
it is significant to note that "economic developmeaitorts rank at the very bottom.

2. Fund Essential City Infrastructure

On an annual basis, the City uses the Capital Ingment Program and Economic Allocation
Process to create and maintain City infrastrucme facilities CCP 7.05.020; MC 1.16.240;
MC 1.16.284.

Support business development by planning for appropaiateunts and locations
of industrial and commercial land by planning for the necessary public infrastructure
[CCP 6.03.0224

Under the City’s Economic Development Policy, econaeielopment allocations
are intended to support infrastructudevelopment[CP 8.2.]

Since the City owns the Airport, this infrastru@uras a special place in the City's priorities.
Develop the Airport Industrial Parlis an attractive business location which creates

quality jobs and provides resources necessaryppart the operation and expansion
of the Airport{CCP 6.03.022¢

3. Maintain Stability of City Revenues

Erratic revenues complicate running City governmeanfyear-to-year. Large economic
downturns hurt especially because they require agutbacks and personnel layoffs.

A recession like the current one reduces the grawgnoperty tax revenue due to lack of

new construction. Homeowners going into foreclosurenadten't pay their property taxes,

and assessments of failed businesses are reduced albrigxes they would have paid.

Utility fees, franchise fees, and other revenuecesialso decline when citizens and businesses
fall on hard economic times.

The City will strive to maintain a diversified asthble revenue systetimshelter
the government from short-run fluctuations in amg revenue source and ensure
its ability to provide ongoing servi¢g€CP 10.02.030.010

Revenue shortfalls are exacerbated when a lodalrdance is accompanied by a national
recession. Then support from state and federat gnanies also dries up.
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4. Balance the City Budget

Unlike the federal government which has unlimited borrgvahility, the City government must
budget to break even every year.

The Finance Director will prepare a budget for edahd each year where
resources on a modified accrual basis either equal or exdeeg@Eenditures
in the City Council Adopted Budget in compliancénv@dtegon Administrative
Rule 150-294CCP 10.03.03{

In the absence of the City having a savings cushion, segimanomic downturns immediately
affect the City's ability to deliver the services expeé@ad demanded by citizens.

5. Monitor Economic Development

The Council has taken a position with regard towatiihg the economic progress of the
community.

Develop methods by which the sucagshe economic development program
in addressing community livability and economic sustainability can be evaluated
[CCP 6.03.022k

This approach is backed up by the community's vision:

.. .a highly livable City which employs local benchmarksneasure its progress
in areas such as . . . economic vitality [Vision 2024.

Monitoring of economic development is discussethierinSECTION V of this report.

B. COMMUNITY ECONOMIC GOALS

The Comprehensive Pladescribes the Corvallis community:

The citizens want to maintain the existing high fguaif life in Corvallis and plan
for moderate and stable growthat is consistent with the character of the Urban
Growth Boundary and within the City's fiscal cappgCP p.9d.

Some people who live in the City of Corvallis feel finangi@ibmfortable and are not motivated
to seek economic change. Atthe same time, people from tftséave been affected, or know
people who have been affected, by the shrinkage in the lowmabey over the past decade.
Businesses have shut down, jobs have been losgamne City revenues have fallen.
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FIGURE 5

Economic Futures

Looking forward, there are many troubling trendschideserve attention now. Our comfortable
prosperity of the last part of the previous century is teread, and it is time to be thinking about
what the long-term future of Corvallis should BF@GURE 5 demonstrates the economic goal
options for the future; growjisteady stateand_decline Some parts of the community have
traditionally been skeptical about the value of growth giwgn that we are now in an economic
decline, some "growth" will be necessary simplygoaver what has been lost.

Based on a review of City documents &rdsperity that Fit§PTF], several community
economic development goals are presented below. Eachitids® following list of economic
indicators represents a kind of growth for which gahisuld be set.

Intangibles;

Employment opportunities;
Sales revenue;

Capital;

Economic stability.

~h ~—h —~h —~h —H
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1. Seek Intangible Benefits

Beginning withVision 2020written in the late 1990s, overall goals for our camity have been
stated in subjective terms:

X "quality of life" [CCP 6.03.021a, CP 8.3pPTF];

X "prosperity"[CCP 6.03.021¢;

X "economic vitality and community livability"CP 6.03.021f; CP 8.9]7 and

x "vibrant, diverse, and sustainable econongS{].

Even in a community with diverse opinions, it is not difft to reach consensus at such a
general level. For Corvallis to implement a plan howewvea|ggshould be more specific.

2. Improve Employment Opportunities

Although others are supported by personal wealth, pessts government transfer payments,
many citizens rely on their jobs for their livelih For them, a vibrant economy includes
employment opportunities.

a. _Employment-- In 1985, when wages were taking a beating in Benton County due to
a big contraction in the timber industry, the orgiEconomic Development Partnership (EDP)

agreement specified employmeydals:

To develop, execute, and administer a program éater employment opportunities
through assisting in the retention and expansioexigting businesses and marketing
Corvallis and Benton County as locations for dediemployef’s [EDP Agreement,
1989.

Recent data show that the number of jobs in Corvallis Imagined flat for over a decade.
Results from the 2008 and 20Q&izen Attitude Surveyadicate that the vast majority of
Corvallis citizens feel that job growth too slow. Further, statistical cross-tabulation done as
part of the current report shows that most of those who feel job growth istoalso think
overall economic development services are only "fair'poor."”

Current City policies aspire to sufficient, gooth$ao meet the employment and personal income
needs of the community.

Under the City’s Economic Development Policy, econa®ielopment allocations
are intended to support the retention and creatbfamily wage jobs. .[CP 8.2.].

The economic base of Corvallis would be strengthened biyaadd employment
opportunitiesin the research-technology area which in turn would benefit from
proximity to Oregon State University, a major researchturtgon [CP 8.9.].

The 2006Prosperity that Fitplan mentions employmefRTF 6.3 plus employmengrowth
[PTF 4.4.

27



b. Unemployment-- In the current recession, unemploymisrgenerally recognized
as a huge national and local problem. Local unemploymerglisower 7%. City policies reflect
concern about this problem:

The City and County shall support diversity in typelescand location of professional,
industrial, and commercial activities to maintain a low unemployment raecP 8.2.1.

The City shall seek opportunities to minimize unempdoyamong all sectors of the
communityCP 8.3.4.

The extent of unemployment is different in differpatts of the local "community.” Statistics
show that low income people in Corvallis suffer much highempioyment than higher income
people. And even though job losses may originatédrvallis, people just across the river in
Linn County are having a worse time of it.

Weber and Sorte shed some light on job loss and unemploymigahton CountyW&S].
Traditionally, our relatively low unemployment rate feen masked by our mobile population.
Many people who lose jobs in Corvallis live in atlgisdictions where their unemployment is
actually counted. Many others leave quickly inrekaf new jobs elsewhere.

c. _Compensation- Some jobs provide more benefit to the community, sgcaid
economically, than others. (SEKSURE 5.) City policies mention desirable levels of employee
compensation in general terms:

Increases the quality of wages and bengéital thus, the quality of life for all
Corvallis resident$CCP 6.03.0214

Corvallis boasts a vibrant, healthy economy thatves its strength from . . .
family wage job$Vision 2024.

Develop the Airport Industrial Park as an attraditusiness location which
creates quality jobs. .[CCP 6.03.022L
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3. Increase Sales Revenue

For business owners, a vibrant economy means thiatthsinesses are going concerns. Sales
revenue they receive translates into wages, tax veyesupport for their own families, and
money they spend in the community to support theghimrs' businesses.

a. Exports Exports are essential because they bring reveno¢hatcommunity. One
growth theme in PTF is high-technology, traded sd&toF 6.1; 6.3, meaning companies that
export industrial goods. However, despite the Igiglducated population in Corvallis, the role
of professional servicgsales to businesses) in not explored in PTF. OregoohBeark
statistics show that Corvallis is close to becon@nmet exporter of these services; the potential
of this cottage industry should be explored.

b. Retail Sales Following is city-by-city retail sales data from 2002. The data show that
Corvallis retail sales lag substantially below hgeacities.

SALES IN OREGON CITIES (2002)

Retail Sales per Capita Retail Sales (000 WhoteBedde (000)
Corvallis $9,715 $488,596 32,252
Albany $11,595 $490,030 NA
Salem $14,140 $2,017,417 948,383
Eugene $15,908 $2,239,391 $1,433,993

City policies support an increased flow of saleerie directed by consumers to local
businesses through increases in sales volume and ircieaseg community's market share.

Support programs, projects, and activities which encourage local spertkdergby
sustaining the local econo@CP 6.03.022F.

c. Sales Leakage Corvallis must import goods and services not produced hdre, bu
imports mean that money leaves the local commubiggreasing the leakage of discretionary
sales from the community is a focus in Br@sperity that Fitgplan [PTF 1.3, 4.2, CSC Goal ji
food expendituresHTF 13.1], entertainmentlollars PTF 2.4, and market share of purchases
made by college studentsCorvallis PTF 2.4).

d. Tourism Although technically "exports,” tourism mostly edts sales in the retalil
sector. Perhaps because tourism taxes fund sothe @fity's activities, including economic
development, City policy favors an increase in tourismmags.

Attract dollarsto the local economy through the expansion ottherention and visitor
industry, and community activities, such as regl@porting eventfCCP 6.03.022k

PTF expresses a desire to increase the volume of vigt@srvallis PTF 2.1, 2.3, 2.4. 13]2
including attendance at conferen¢esF 2.2).
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4. Secure Capital Investment

How do we pay for teachers, fire fighters, policec#fs, librarians, recreation programs, etc.?
The point is that some City, County, and schoolises depend on property taxes, which in turn,
depend on private capital investment. For businessedléaproperty includes the equipment
required to operate the business as well as thestse. At times like this, empty public coffers
are reminders about the benefits of having what isn't there.

Service issues aside, a vibrant economy uses awldiges wealth which is necessary to create
and maintain a livable built environment. This ud®s_publianfrastructure paid for by tax and
grant money: public schools, bike paths, recreational facilities, performances vessgarch
labs, etc. Corvallis has impressive and functional faesti OSU campus, County Courthouse,
Osborn Aquatic Center, Riverfront Park, etc. A vibramineeny also provides private
infrastructure as part of the landscape: manufacturing facilities, suitable housing fae divers
citizens, stores, restaurants, etc. Corvallis enjoysctimed HP campus, Samaritan Hospital and
the associated medical complex, the historic downtoommercial area, supermarkets, etc.
Will the current stock -- public and private -- &@eough for the next century?

There is no deep and documented community disaussiout fulfilling infrastructure or capital
requirements and no specific concern stated in CityipslicPTF recognizes that high-tech
infrastructure needs should be identifiedf 6.1], and a lands and space database should be
created PTF 5.1].

a. Private Infrastructure Discussion focuses on DowntoyrirF 1.1, 1.2 and
reuse of existing building®TF 5.1]. The limits of available infrastructure are rgozed
[PTF 3.3, as is the need to define infrastructure needs [6.1]. HP's prime industrial facilities
are_notmentioned, but investment in farm laadd nurseries is mentioneeiTfF 13.1].

b. Public Infrastructure is taken for granted: water, sewer, streets, schools, etc.
Power supply limitations are recognized at the -Gityned Airport Industrial Parke[TF 10.2
OSU's Innovation Place is recognized as a potential locapportunity for entrepreneurs
[PTF 3.1]; however, that facility seems to be on hold indedilyit

c. Venture Capital and angel groups for new and emerging businesses are mdntione
in Prosperity that Fits[PTF 3.2; 6.1; 7.2]

5. Maintain Economic Stability

A vibrant economy is stable. While companies come and gueesilied base means overall
employment levels and property tax revenues are olatvedy even keel; employees' incomes

are predictable; stable government revenues reduce the need for periodic reductions in service.
Weber and Sortaf&S] discuss the potential pitfalls of an economy being led by only two or
three industries:
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The stability of Corvallis and Benton County's econ@mependent on a fewajor
employers in a few economic sectors, i.e., Oregon Btateersity and Hewlett -
Packard; other local, State, and Federal government eyapdp firms engaged in
electronics, forest and agricultural products; catlisg and medical services; and
retail businesses. In 1996, the twelve largest enepoy Benton County were located
in Corvallis, representing nearly half of the total@ayment in the CountyCP 8.2.d

The Comprehensive Plaalso describes the roots of instability:

A local economy dependent on a few seatoisfew major employers is likely
to be affected by cyclic fluctuations and long-term cleang the character
of major economic sectargCP 8.2.€]

Sectionlll.A.3 in this document reports the City's desire to na@mstable revenues for the

benefit of the municipal government. Of course, achiethigpolicy goal also impacts the rest
of the community.

Although large business developments tend to atimace attention, the importance
of small businesses as employers, taxpayers, anidars of goods and services is
greatercollectively and provides stabilityrough diversityCP 8.2.d.

Develops long-term strategies for our future ecoredmealth which support the

sustainabilityof existing businesses and which encourage further diversification
of the local economic ba$€CP 6.03.021¢
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V. COMMUNITY ECONOMIC STRATEGIES

In 2006, Barney and Worth reported that 92% of the local respondents in aonétesiirvey
thought that Corvallis/Benton County should create an economic development plan. The
committee supports the idea of developing such a plan.

The strategy should be based on a comprehensive and bibma&tsbn analysis. The committee
has provided some useful informationrSBECTION I .

Corvallis has lost 5,000 manufacturing jobs;

local governments have lost substantial tax support fronufaaturing;
livability is threatened: public safety, cultureetreation, social services;
surrounding towns have active economic developmegrams;

OSU technology developments are valuable potential ressur

~h —h —~h —~~ —%

The strategy should be directed toward achieving community go@iadmION 11 :

Employment opportunities;
Sales revenue;

Capital;

Fund Desired City services;
Economic stability.

~h ~h —~h —~h

Given the current situation, the strategy should be more active and ekglicgxisting

City policy and even more proactive and stratelggmtexisting community plans like PTF.
Unless the City wants to continudagssez-faireapproach, Corvallis has three basic, active
options: _retainindgocal businesses, creatibgsinesses, or recruitifgisinesses from outside the
community. Analysts conclude that retention is the mefepred. Existing manufacturing and
development businesses and OSU technology repriggentost tangible opportunities. The
strategy should prioritize City efforts to support bessmaccording to criteria such as jobs,
diversification, synergy among related businessed,above-average wages. Compatibility with
Corvallis' image, values, and available resources wosttla key factors. Given expressed
interest in such tactics, the community should consider such strategies as econdeninga
expanding the enterprise zone, and improving incubation facilities.
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A. THREE WAYS TO IMPROVE ECONOMIC ACTIVITY

In the world of business, there is always naturaitiatt. Every year firms drop out of the
economy when markets run dry, laws change, owngrsut of energy, hard times hit, etc.
Without continuous replacement, the inevitable Itasteconomic decline. Even maintaining
thestatus quas dependent on the creation of new business.

There are three basic ways a community can maintain or iiogconomic position.

1. Retain Existing Business and Support Expansion;
2. Create New Local Businesses;
3. Recruit Businesses.

The rest of this section utilizes the two taxonomieBSIGURE 6 and7. Creation focuses on
Stage 1Economic Gardening focuses on Stagarzl recruiting would most likely focus on
Stage 3and_Stage 4

FIGURE 6
Stage 1 Stage 2 Stage 3 Stage 4
Companies Companies Companies Companies
Startups Entrepreneurs Revenue Management
Concepts Testing Capital Brand Name
R&D i | Customers i | Distribution i | Product Variations
Production Costs and Profits

1-10 employees 11-99 employees 100-499 employees$ 500 + employees

Three types of industries identifiedBMiGURE 7 which was adapted froQity of Beaverton:
Economic Development Strategic Pldaly 2000.

FIGURE 7

Traded Sector
Export a majority of their product, bring capitato community.
Examples: electronics, software, wood productssdience, etc.
Average Wagé56,221

Support and Supplier Industries
Serve husinesses in both regional and export nrarket
Examples: metal fabrication, environmental semsji@avertising, engineering, etc.
Average Wagé&41,968

Commercial/Retail Businesses
The distribution and sale or rental of goods amdptovision of other service€P p.214.
Serve local consumers, circulate revenue withircdramunity.
Examples: retail, food and drink, dry cleanerqycoenters, etc.
Average wag&16,742
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1. Retain Existing Business

The idea behind retention is to keep and nurture the grofatiable businesses with significant
employment potential.

In terms of job creation, retention is superioratraction. Any community's existing
firms are important assets to its economy. Theyteeurrent employers. They also
are, and have been, taxpayers. The firm has alreadydd¢éa the community and,
as a result, has already developed attachmentdayadties. It is often easier for

a firm to stay and expand than to relocate operatidhg.L p. 63 ].

With regard to industry in Corvallis, the City has ayvgeneral policy:

The City shall support existifgusinesses and industries [CP 8.2.3.

a. Traded Sector IndustriesTraded sector industries export products (goods and
services) while bringing in income and capital. Although technicaltya business, OSU is an

important traded sector entity of our economy. PTF refesetiee desirability of retaining and
growing some emerging industry clusters.

i. Research at Oregon State University- Although OSU does not pay property tax,
the City and the University have long recognizeat tbSU makes a huge contribution
to the economy and represents the biggest opptyrfon future economic development.

Because it can generate off-campus export businessp@ity is specific about
technological transfer of OSU research:

The City shall support Oregon State Universityacilitate the transfer from
researchto business of new technologies developed at the WriwgeP 8.4.3.

The RTC district shall be used to help assure the availability of sites . . . to foster
the transfer of academic research results into pcat applications[CP 8.9.7.0.

OSU imports research funds and State support which it sperelsployee salaries and
other expenses. OSU brings capital for new huge construction projects, such as Linus
Pauling Research Center, Kelley Engineering Building, and Reser Stadium. It attracts
regional tourism with athletic events and conferenttesontributes to developing City
infrastructure surrounding the campus, particularly 35th Street and Monroe Avenue.

ii. Emerging Industry Clusters -- Prosperity that Fitsntroduced emerging industry
clusters in high technology because of their expoténtial and high margin
possibilities.

Promote growth in key traded sector clustetsch as microtechnology,
automation, nanotechnology, alternative/renewaslergy, and pharmaceutical
device deliveryPTF 6.3.
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iii. Education Programs at OSU --While importing tuition and State funds, OSU's
education programs export educational services tst#te, the nation, and the world.
The export enterprise creates an array of emplaymgportunities in teaching and
administration. The City supports this role:

The City shall encourage and support Oregon State Uniyexs a major
educatiorand research centdCP 8.4.1.

b. Support and Supplier Industries Support and supplier industries serve some export
markets and some local markets, for example, sciengjfigpenent manufacturing:

i. Regional Medical Center-- City policy is clear about the local and expaies of the
health care industry, and PTF reinforces this pmsiti

The City shall support the development or expansion dfthearvices to meet
regional, as well as local, needs and the role of Corvallis as a regional medical
center[CP 8.7.3.

Ensure Benton county's status as a regional heathcenteby establishing
and promoting its role as an enduring health care destindear 3.3.

ii. Professional Services -OSU offers several professional programs, engineering,
accounting, and forestry to provide the trained labor force, should graduates seek
personal opportunities in Corvallis. City poliegicourages professional services:

Support retention, expansion, and development of profedservice
firms which provide for a diverse economic bpSeP 6.03.022al].

Corvallis boasts a vibrant, healthy economy thawelats strength from . . .
family-wage jobs linked to ... professional servjoéson 2024.

c. Commercial BusinessesRetail goods and services businesses mostly serve local
consumers. City policies for commercial activitg aot as proactive as for the more basic
industries. The idea seems to be that the mariedetermine their fate.

The location type, and amount_of commerag@ivity within the Urban Growth
Boundary shall be based on community n¢eéss.10.1.

However, an exception for downtown commercial activityrplicit in several policies
(perhaps because a market failure downtown would creddéeprs for the City)

[CCP 6.03.022b [CP 8.5.1; CP 8.5.2; 8.10]2 Even so, this concern applies more to the general
area than to individual businesses.

I. Retailing -- Prosperity that Fitancludes the idea of recruiting retail icons
to support existing businesses downtdRir[1.3].
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ii. Tourism [CP 8.6.1; 8.6.2; 8.6.3; 8.6.4; CCP 6.03.032e

The City shall encourage adequate support facilities fanv@llis' expanding
visitor and conference facilitigSP 8.6.1.

iii . Rental Housing --Although this industry is very significant in Cotlig, rental

housing is not mentioned in City policies. Almost 57% of all housing units in Corvallis
are rentals, therefore, roughly 12,000 units are reariddnanaged. Recently there has
been substantial new apartment construction north ank gbtite University.

2. Create New Local Businesses

Creating new businesses focuses on Stage 1 "startups" which are based on dreams and ideas,
as well as human or capital resources. Koven and Lyons dugopedvailing wisdom about
growing new businesses:

new local firms tend to remain in the community where thigynated, will be
exporters of goods and services and importeraadme to the local economy, and
tend to use local resources as inputs to their prodagtrocessefk&L, p.99].

However, these authors also say that substarglalgiinvolved with all new businesses:

It is well documented, however, that from 50 percent to 9€epepf new enterprises
fail within their first three to five years of operatio They fail for a host of reasons:
undercapitalization, poor management, and relatively high overhead costs of
operation, among others. Many local and state goventsnand the federal
government as well, have decided it is in the ipubterest to attempt to reduce this
dramatic failure rate, and they have thereforeatesl a wide variety of public and
nonprofit entities --small business incubatorsgnoenterprise programs,
entrepreneurship forums, venture capital clubs altidnces, small business loan
and loan guarantee programs, and manufacturing netwark®ng many others
[K&L p. 100].

3. Recruit New Businesses

Municipalities recruit businesses that have somethindféo.oSuch companies are most likely

in Stage 3 or Stage 4. Having successfully survived gropangs, they possess established
products, customers, distribution channels, access to capital, etg.hdve a revenue stream to
pay wages, to build facilities, and to pay tax8mce they do have something to offer, they see
themselves as being in a sellers' market. In fact, treeydeen intense competition among

states, counties, and cities to attract the best companies. Recruiting is about what companies
want.

Koven and Lyons say that, in general, "chasingp witentives" is less preferred to retention or
creation. The type of businesses which are attracted by incentives typically leave once the
incentive loses its strength. City policy is baBjcailent about recruiting, but PTF advances the
idea in a limited way.
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Create high technology business oppdarasthrough increased collaboration and
targeted recruitmeniPTF Strategy 6].

Promote growth in key traded sector growth clustersthrough . . . targeted

recruitmentof compatible or supplemental companies (e.g. that provide a technology or
component usually imported by existing companies0 that can draw from the local
workforce[PTF 6.3

. . develop a program to encourage sustained industry recraoiteraphasizing industry
clusters that are symbiotic, have by-product synerggl,that can use the model of
industrial ecologyPTF 12.3.

Targeted recruiting may be useful for the community to fillramediate strategic need directly
related to community economic goals. Corvallisdoet necessarily have to have the most
sought-afteFortune 500prospects, and pursuit of those companies maywaeste of time and
money. Instead, a good match with what this comtyuras to offer would be preferable.

B. STRATEGIC MIX

One current concern in the Corvallis economy isi@smonstrated potential for instability. There
are at least two ways to become more stable. Onedisghrdiversificationembracing multiple
players in the local economy, to reduce the risk sihgle industry or company leading the
community through boom and bust cycles. A second is througgrey, which provides a
supportive local environment for all the participants in an indusBgth concepts apply to
retention, to creation, and to recruiting.

1. Diversification

The Corvallis economy is currently dominated by a felgdaemployers. The Economic
Development Partnership recognized a need to study this problem and camed&sonomic
Diversity in Benton County; An Input Analysihich was published in 2002. The authors point
out that:

Achieving a greater measure of diversign help people enjoy a higher level of stability
in their professional and personal lives and remain in Benton Cogwi&s p.7].

Strategic diversification in the nature and numbendtistries is supported by City policies:

Support retention, expansion, and development of wiofea service, commercial,
and manufacturing firms which are compatible wite community and which provide
for a diverse economic bageCP 6.03.0224&

The City and County shall support diversity in typaJescand location of professional,
industrial, and commercial activities . . . to promote diversificatibtihe local
economyCP 8.2.1.
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The City and County shall support diversiiytype, scale, and location of professional,
industrial, and commercial activities to maintain a low unemployment rate and to
promote_diversificatiomf the local economjCP 8.2.1.

At a minimum, a community economic strategy should se#ictease diversity to the point that
loss of one business or sector (such as HP or timber) will not ruin the local economy.

2. Synergy

Isolated companies are vulnerable, and thereaagtih in numbers. Synergy (agglomeration)
involves a concentration of resources in one cluster in order to strengthen that cluster, with
critical mass, joint ventures, expertise, a shared emglpgel, vertical integration, etc.

Synergy may seem to be the opposite of diversificationheyt¢an be complementary if the
economy consists of at least several industry etast

"Economic diversification" is the process of expagdhe number of economic
activities in which the economy is specialized dedpening the inter-industry linkages
within theeconomyWa&s p.23].

Council policy supports clusters built around theustries and assets already in the community,
such as: OSU research (for example -- electrical engngeand oceanography), OSU
professional education programs (for example -- engingeiorestry, accounting, etc.), regional
medical center, high technology, and general anati

Develops long-term strategies for our future ecaimwhealth which support the
sustainability of existing businessasd which encourage further diversification
of the local economic ba$€CP 6.03.021¢

Goals: Support retention, expansion, and development tégsional service,
commercial, and manufacturing firms which are cornfg@tvith the community and
which provide for a diverseconomic basgCCP 6.03.0224

Support emerging industry clustgesg. microtechnology) by focusing on needs of
existing firms . . . and leverage existing work in areas of microtechnology automation,
nanotechnology and pharmaceutical device delivery given available local workforce,
physical infrastructure and other resource capabili{iesF 3.2.

Promote growth in key traded sector growth clusteuch as microtechnology,

automation, nanometrology, alternative/renewablergynand pharmaceutical device
delivery, through Investment in such companies (e.g. targeted grants and loans, technical
assistance, bridge building) and through targeted renraitt of compatible or

supplemental companies (e.g. that provide a tecgyobr component usually imported

by existing companies] that can draw from the localkfayce [PTF 6.3.

The Corvallis airport has the potential to become a $icgmt general aviation facility
[CP11.9.4
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PTF also seeks to create new clusters:

Proactively identify and/or define companies orstéus that provide sustainable
products and services and provide targeted agsig€tdo help them get started in Benton
County. Upon defining such industries and or business clustevelop a program to
encourage sustainable industry recruitment emphasizing industry cltiss¢i@e
symbiotic, have by-product synergy and that canthe model of Industrial ecology.
Use the identified list to help inform recruitmexativities outlined in the industry
clusterstrategy{PTF 12.3.

3. Other Strategic Considerations

Anyone who meets legal requirements is free to locate adsassin Corvallis, but strategy
implies choosing some companies based on theil Tihe point is that strategy may involve
official preferential treatment to favor some typesnafustries and companies, over others,
in recruitment.

a. Financial Considerations FIGURE 7 illustrates the fact that not all firms are equal
with regard to their economic impact. Traded-Sector comepaare notable for supplying new
revenue, good wages, and capital to build infrastructureomtrast, most local retail businesses
contribute less on all three counts. All commusitinclude a mix of the traded-sector, support,
and commercial. But it is obvious that addingwtsacting a traded-sector company is different
from adding or subtracting a retail company in teainachieving community goals.

Recruitment should be mindful of this fact.

b. Innovation Products go through a life cycle. They are born, they graivthey
mature. Many products eventually go into decling die. Since products do not last forever,
and unless innovative or diversified, their spomgpcompanies may not either. Also, mature
products become commodities; competition and markettmmslcause prices go down along
with profit margins. Sheet steel, fruits, andesiare examples where price pressure has led to
offshore production. Commodity producers may not pmwas good a long-term future
as more innovative ones.

c. Qualitative Considerations Other less quantitative considerations such as
community values and the desired image of the townatsyinfluence recruiting.

C. IMPLEMENTATION

The Council can decide to do more or to do less. At the samethien€puncil can decide to do
things differently. In creating an action plare thptions include: who? what? where? why?
when? how? how much?
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1. How: Selection of Economic Development Tactics
Seven options will be discussed as sort of a menu.

a. Airport / Airport Industrial Park _ The City-owned Corvallis Municipal Airport is
a WWII era former military base. It was granted to the Cityheyféderal government under the
condition that the City would continue to own theda Over the years, the City has extended
utilities to the airport and developed some stre€tather industrial development requires
finding tenants who will provide revenues for the Cityvad as economic advantages to the
community. City policy has two dimensions. Thmsffis the airport itself

The Corvallis airporthas the potential to become a significant generadtaon facility
[CP 11.9.3.

Develop the Airport Industrial Park as an attraaibusiness location which creates
quality jobs, and provides resources necessasufport the operation and expansion
of the_airport{ CCP 6.03.022.

Corvallis Municipal Airport will continue to be significant general aviation and
commercial service airport serving Corvallis aine tregion. The airporis an
important transportation facility; it is a center for aviation-related bussesmd

it supports regional economic development actpAiyport Master Plan, p. iii ].

The second is the Airport Industrial Park

The City shall encourage the development or expansimaas$tries in the vicinity
of the Corvallis Municipal Airport, provided thatich industries meet the requirements
of the_Airport Industrial Park Master PlgiCP 8.9.9.

As potentially valuable economic resources, it is in thé ine=rest of the City to realize the
potential of the airport and of the Airport Industrial PakFkowever, infrastructure improvements
will be required:

Full development of the Airport Industrial propgend other industrial lands
within the sewer basin will require additional trunk sewenstruction and
increased sewage pumping capa¢@y 8.9.1.

b. Incubation and AssistanceA strategy to createew businesses may require special
services such as:

instruction: production, finance, accounting, goveent relationsetc,;
market exploration and distribution;

access to financing;

access to low rent office and production facilities

prototype development.

X X X X X
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Various aspects of caring for new businesses have been provided by partners such as the
Chamber Coalition, Willamette Neighborhood Housing S&wimicro business program),

and the Business Enterprise Center (BEC). The BEC has provided facilities for startups in three
different locations over the years, and is currently located in the Airport Industrial Park.

PTF provides some ideas about how to "grow and retain baisithesses through creation of
a business incubation system:

Establish a temporary “Business Incubation Taskdeédrto identify, define and map
out priority business incubation needs for CongalBenton County and surrounding
region. The Task Force should include represevgatirom BEC, OSU, ONAMI, HP,
LBCC, and other workforce training organizations and employers. Specific tasks
to be addressed:

/  Determining if incubation needs can be met throadjustments at Business
Enterprise Center, or if different “types” of incutian require separate facilities

(i.e. high-tech vs. service vs. retail vs. research). THiseguire businesses to identify
specific needs.

/  Establish criteria for incubator siting, financingrganizational structure and
staffing, and operational parametdi_TF 3.1].

Upon determining incubation needs and executing correfipg development, establish

an “incubation to hatching” program that helps businesses grown in Benton County stay
here upon reaching maturation. The transitionabgmam should provide site location
services and specialized training in finance, ongational development, marketing and
other aspects of running and growing small businesses. The program should serve as a
conduit between emerging businesses and sources of seed imduding venture

capital and angel investors. Proactively recrunaats from among students, alumni and
professors at OSU and LBCC, and entrepreneurs coming from HP or other downsizing
companie$PTF 3.2).

Support emerging industry clusters (e.g. microtechnglbyg focusing on needs of
existing firms including Korvis, ATS, TDS, Wetladgpro and HP, and leverage existing
work in areas of microtechnology automation, nanomegriplnd pharmaceutical device
delivery given available local workforce, physical infrastructure and other resource
capacitiedPTF 3.2].

An economic development strategy to crdatg tech companies would certainly be facilitated
by an incubator with additional amenities such asalab for research and development.

c. Enterprise Zone(s) In 2008 Benton County became the last countylapaan
enterprise zone (located in south Corvallis), therebgiqdgour community on a more-or-less
equal footing with other areas in Oregon. Now, busi@gsvhich can meet green standards
and employee wage/salary requirements can benefit. dreeyiven a property tax vacation on
new infrastructure for a few years. This is theyandrrent "incentive" available in Corvallis.

It involves greenfields where private sector busseesnust build new buildings.
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As of Spring 2010, there is interest in expandmgenterprise zone to include areas with
existing buildings. This addition would be esp#giamportant to emerging companies who
do not yet have the capital to build their own structures.

d. Economic Gardening One version of a retenti@trategy is called "economic
gardening." The idea is to nurture local companiestaisdipport local entrepreneurs. The
strategic focus is o8tage 2companie{FIGURE 6) in traded-sector industri€5IGURE 7).

This theme is best known from the writings of Chris Gibber® is Economic Director in
Littleton, CO, and the Edward Lowe Foundation. These sources have inspired the cities of
Portland and Beaverton to participate, and the gmreecently signed Oregon HB 3644,
"Creating an Oregon Economic Gardening Task Force," into law.

Littleton may provide a positive example for Corislh town similar in size and history. It has
a Council-Manager form of government and a similar population in the shadowmajor city
(Denver). Further, it has historic roots as ancfiral town, and then it became dominated by
a single defense employer, Martin-Marietta, which evahtwithdrew its leadership from the
community.

Gibbons explains the reaction of community leadiethe decision by the town's leading
employer to downsize:

In short, the community wanted to take back its own economic destiny from
out-of-state corporations, speculative real estédgelopers and low-end service jobs.

It wanted an economy built from the inside out with employers who had a comnhitment
Littleton and would build the community as well as theimpanies. It wanted good jobs
with good pay that would stay in the community.

Gibbons identifies the role for his City governmenéencouraging entrepreneurial activities.

i. Strengthen Intellectual Infrastructure - The first of the three is the most important,
but it would also require the most change invalis.

f Provide Information to Increase the Level of Innowa- i.e. give small
local firms the same quality research informatibowt markets that big
corporations use. In our community, we do not curydmle the
information subscriptions and access to data thaetottl does.

f Develop Intellectual Programs to Support the Local Economy
i.e. encourage education programs with LBCC and OSupport
the community's economic strategy (assuming Corvadissone!).

f Facilitate Connections Between Businesses and the@&sEnvironment
- i.e. the Chamber Coalition provides this functiorour community.
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ii. Improve Quality of Life - Invest in open space, trails, library, community events.
This is familiar territory for Corvallis; that's w&hVision 2020is all about.

The City shall continue to periodically review the immediate and long-
term effects of fees, charges, regulations, anadstals on dwelling costs
and on community livability as defined in the Corgal020 Vision
StatemenfCP 9.4.2].

iii. Provide Basic Infrastructure - Make sure that water, sewer, and streets are
available. For example, Corvallis extended water aneisto the City-owned Airport
Industrial Park, and expects to complete new strdads some kinds of companies,
upgrades of electric and telecommunications itfuature will be required, and for
others, more water and sewer improvements. Privatesinicaure is also available
at the HP site and at the Sunset Research Paokididg infrastructure is compatible
with City policy:

Support business development by planning for necepsatic
infrastructure [CCP 6.03.022.

Under the City's Economic Development Policy, eauinalevelopment
allocations are intended to support ._. . infrastructdexelopment
[cP 8.2l

Providing sufficient land within the City is alsoresistent with City Policy:

Support business development by planning for appropriateuats and
locations of industrial and commercial laadd by planning for the
necessary public infrastructuf€CP 6.03.022¢

The City shall designate appropriate and sufficiand in a variety of
different parcel sizes and locations to fulfill tr@ranunity's industrial
needg4CP 8.9.1.

The City shall designate Research-Technology C¢R{EC] as a distinct
industrial district . . . the RTC shall contain . n.adequate level of key
facilities[CP 8.9.17.

The City shall coordinate planning activities . . onder that lands
suitable for industrial use, but not needed withi@ planning period, are
zoned in a manner which retains these landsuiré industrial use

[CP 8.9.9.

Data from the buildable land inventory and Land Need ysialfor
Corvallis (1998)and other sources, will allow tGéy to plan for an
adequate supply of industrial lap@dP 8.9.4.

Lands designated for industrial use shall be presdrfor industrial and
other compatible uses and protected from incompatitds[@F 8.9.3.
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The City shall accommodate land uses that support thiéahildy of a
continuum of health care options, including primary care, assisted living,
home health care, and nursing home dae 8.7.3.

e. Personal SellingTheComprehensive Plaexpresses a questionable assumption
about economic development:

Large parcels of general industrial land are kegraknts of the industrial land
market that serve as magnets for developri@®8.9.4.

A decade of sitting on the biggest piece of developable indusnd in the Willamette Valley,
plus other parcels, may indicate that Corvallis prgpaoes not sell itself. Successful recruiting
of desirable businesses requires the efforts deskgrofessionals.

Currently, recruiting in Corvallis is done partly thghuintermediaries The Oregon Business
Development Department is a public agency whicbmeoends Corvallis to business prospects.
Private real estate brokers such as Cushman-Wakafso identify prospects and show
properties such as for HP. These intermediaries are cesserily prospecting for businesses
which fit with any sort of strategic plan for Corvallis. Anath@ermediary is the Chamber
Coalition, which presently retains a staff person Wretions on a 50/50 basis as business
recruiter and Chamber marketer. Chamber recruéffayts are intended to align with the PTF
plan.

PTF also expresses a desire for a business reentigpecialist, plus help from other people.

Establish a business recruitmearid retention specialist position to ensure sufficient
staff resources are available to develop on-gaglgtionships with existing and
prospective businesses and their representativesi@provide 24-hour turn-around
on all inquiries. Identify and secure a stableding source to support this position(s),
and put in place a measurement system for tracking timefesoth succed®TF 7.1].

Establish a “receiving team” charged with welcomingdaassisting businesses
relocating to Benton County, and providing resource information and guidance
to assure a seamless transition. This effort ctelded by the proposed business
recruitmentspecialisfPTF 6.2.

Organizing a delegation to represent Corvallis @whton County in future recruitment
and industry development endeavors at the state atiohal level [PTF 6.1].

Should Corvallis decide we need to recruit targetmtdpanies, more personal selling effort will

be required. To be successful, those effortsregliire a clear understanding of what Corvallis
has to offer prospects and what it does not hawéf¢o.
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f. The Development ProcessMembers of the development community express the
opinion that the City's development process, indg@ppeals, does not facilitate business
expansion. Their concerns focus on time and costiderations.

The City shall evaluate whether to amend the Lanc@ewment Code to provide
alternatives to the use of Planned Developmemiaysfor industrial districts.
An example would be the creation of different overlays or design guidelines with

specific standards that do not require discretionary reviger8.9.13.

There is a demand to have an inventory of industrial sites that meet curnetarsts,
but are not subject to time delagssociated with discretionary revig@pP 8.9.1.

Consider adjusting selected SDC chargd®en a proposed development achieves some
significant other kind of public benefit (e.g. increased density, park developmsent, le
burden on public infrastructure, et¢TF 14.3.

PTF envisions a "blue ribbon panel” to identifyopity permit, development and annexation
review process improvements and opportunities SpeasBggnments include:

identifying and rectifying any potential redundanciesnecessary restrictiorasd/or
unclearrequirementsvith the goal of setting a "guaranteed review time!

Assessing the current PDO processl recommending critical improvements.

Establishing zoning and permit flexibilitgr downtown and other in-fill areas to
stimulate increased use of existing land and bagdesources before developing new.

Establishing a "permit partnprogram at city- and county-level regulatory o#s, to:
A) provide cleainstructions to business applicants seeking newldewent, building
improvements, etc.;

B) establish and clarifa project review timeline;

C) troubleshoot review glitches or discrepan¢isd

D) offer insight or strategies for achieving definedipobr performance objectives.

Designing and testing a "model permitting and d@waent review package” that clearly
articulates development targets, and outlinesep $ly step review process to take place
within a_specified period of tim&his could first be applied to housing developtsien
and if successful, expand to additional developmens {{Ad& 14.1.

g. Incentives and AssistanceKoven and Lyons provide a comprehensive list ciSgue
incentives [SeAPPENDIX 11 ]. Some are recognized in t@@mprehensive Platut most go
beyond what has been contemplated in Corvalligl, gtlicy does say that the City will
consider assisting businesses:

Support financial and technical assistarmregrams that are available to business
startups, small business development, local prodeeelopment, and environmentally
responsible modernizatig€CP 6.03.022.
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Other ideas for incentives are called out in PTF.

Establish a venture capital and angel investor resource fvooi which to fund
and support innovative research and product dgualent (and prevent it from leaving)
[PTF 6.1].

Promote growth in key traded sector growth clustersthrough investmerith such
companies (e.g. targeted grants and loans, technical assistance, bridge building)
[PTF 7.1].

Specifically the Emerging Technology forum shouldd$am . . . researching and
cataloguing local, state incentivRTF 6.1].

2. Who Should Implement

The Corvallis City Charter is silent about municipal ecormodevelopment responsibilities.
Limited policies have been developed over time througilign by the City Council. Some
policies have been guided by the federal and statergments. For example, Statewide
Planning Goal 9 isto diversify and improve the economy of the stated federal ARRA
money was distributed in 2009 to stimulate employment.

a. Role of the City Council The City Council takes a big picture view of the City and
makes policy decisions. The leadership choicesipasr active--was first mentioned in the
INTRODUCTION . The requirements involve time and money. What will happteif
Council continues doing what we are doing? What will hapipee change? The Council must
decide.

b. Role of City Staff Most cities of our size have a staff Director of Economic
Development. Some may not recall that the City of Cosvalice employed one also. The City
Council could once again decide that certain functions should be done in-house:

keep track of economic development goal variables;
coordinate economic development activities;

write economic development plans;

manage growth of infrastructure;

represent Corvallis in negotiations;

use hard sell or soft sell to attract and retain business.

~h ~—h ~h —~h —~h —h

As it turns out, senior staff members in Corvallisdnhad substantial prior experience in
economic development activities in other citiesobefcoming here.

PTF supports a staff position.

Establish a business recruitment and retention ghstiposition. . .put in place
a measurement system for trackimge frame and succefsTF 7.1].
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c. Roles of PartnersKoven and Lyon write that the concept of partngshas
been around for awhile in economic developm&&i [pp.75-77]. The idea is to coordinate
economic activity, include more suppliers, form mooenplete networks, provide access to
more employees, etc. Of course partnerships increasestigrce base in answer to the
guestion, "who is going to pay?" And partnershigvitably imply that any individual entity
(i.e. the City) loses control and accountability.

Although the City only receives property tax revesifrom private property in the city, locations
outside those limits may benefit other aspects of a diversified and synexg@timmy.

FIGURE 8

Economic Map
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Who are potential partners? Although the city has citytdiamd an urban growth boundary,
the local operating economic system includes areas beyosel plolitical lines. Corvallis
shoppers depend on Costco and Heritage Mall in Alb&uyrvallis employees live in Linn
Countyas well as rural Benton CountySome of the food sold by local businesses aigis
from rural areas around the city, and service comggamhich require extensive space
(contractors, landscape supply, etc.) also locatesisrtleveloped areas of the county. The
approximate boundaries of the economic community neaefbected by the distribution area
of theGazette-Times/Albany Hera#hd the phone directories.

Locally, the Chamber Coalition brings the City, Benton County and the @seator into a joint
effort. Current City policy continues the partnership taem

Goal: Facilitate partnerships with publi®on-profit educationgland private sector
organizations to maximize the effectiveness of ecaendevelopment resources
[CCP 6.03.027].

Promotes a high level of communicatiemd cooperation between public,
non-profit, educational, and private sectors, mder to achieve economic vitality
[CCP 6.03.021F

a. Public Partners Regional collaboration isgrowing phenomenon -- in some places,
local governmentsrivate sector interests, and non-profit organizatiomsrk together at a
regional level to implement economic developmentesirasK&L, p.77] Council policy is
clear about public partnerships:

The City shall participate in coordinated land use planrang economic development
efforts among Corvallis, PhilomatBenton Countyand _Linn CountyCP 8.2.5]

FIGURE 8 includes these entities. Perhaps Lebanon, Swa®ethnd Monroe should be
included? Government partners fall into three gereatagories:

i. Regional Government Partners The Benton County Commissioners are
important economic development partners for the Cityeguwnent. Partners could

also include the Rte. 34 Corridor group which encosga®hilomath, Benton

County, and Linn County. Other potential public partners include Oregon Economic
Development Department, Business Oregon, and CounGibeérnments.

We envision that in 2020 Corvallis will be an ecaomcally strong and
well-integrated City, fostering . . . regionaoperation Vision 202(.

The City shall coordinate planning activities with Bentorugin order
that lands suitable for industrial use, but not needghimvthe planning
period, are zoned in a manner which retains these lands for future
industrial usgCP 9.9.10

Coordinated planning efforts among neighboring jurisdics improve
quality of planning decisions affecting the commuig® 8.2.nj.
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Corvallis boasts a vibrant, healthy economy that draw strength from
.. . an active and convenient regiotr@nsportation system . . .
[Vision 202Q.

ii. Public Educational Institutions - include OSU, LBCC, and 509j.
The City shall encourage collaboration between 5091)A8CC, and
local employers to address emerging education an#fmare needs
[CP 8.4.4.

iii. State and Federal Governments are included in an important funding role.

Federal funds shall be actively soug@CP 10.02.090.020

The most obvious efforts to fund local economic developmamedrom the state
and federal governments. For example:

In order to fund Economic Development activitidége City provides Economic
Development Allocation® local organizations from Transient Room Tax TIR
Revenues@CP 6.03.039. TRT now totals less than $1 million a year, afidcations
amount to about $200,000.

Community Development Block Grants are available amnfraim the federal
government to support economic development coctsbruprojects.

In 2010 the American Recovery and Reinvestment Axtiged one-time funding
to support employment and environmental projectsis type of grant may be
available again.

b. Private Sector Partners Local governments often partner with the privata@eto
develop opportunities for citizens to participatethe economy. These partnerships can go
beyond project-specific collaboration to include long-term interactiveiozlahips between
governmental and private sector parties. Partnerships can help entrepreneurs identify new
opportunities, new products, and new prodyg®&L, p.14]. Partnerships include local
employers: industrial, professional services, R&D, aoicsion, property rentals, retail, etc.
Locator Specialists play an important role in praorg they help make connections, particularly
with businesses from out of towRTF 5.1].

c. Non-Profit Partners are organized through the Chamber Coalition. folhewing
is a long list, but not necessarily comprehensd&€A, CRT, CIBA, CT, BEC, ONAMI, PTF
Steering Committee, DR2, Chamber Coalition, NatBtab, Festivals, Software Association of
Oregon (SAO), Corvallis Sustainability Coalition, Ecamo Vitality Work Group.
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3. Time to Implement

First, a long-term approach should be taken witfare to setting policyfocusing on what
the community would like the economic picture to look likR@85. Second, the committee
recommends selecting a series of ten-year stratagatives to try to head us in the right
directions and selecting milestones for progresstd long term goals.

Nobody knows the future, but history has shown us thatghiridjchange. In researching this
report the committee has found a number of assumptrbith have not stood the test of time:

1950s - Corvallis is a lumber and agricultural town;
Oregon State College is an ag schooaol,
The Cold War with the Sdvimion is on everybody's mind;
1970s - Wood burning stoves using oak trees isutisgver to the energy crisis;
Liquor is not sold within a mile of campus;
1985 - Corvallis brags about "excellent" schools and lomehprices;
State support for college tuition is still high;
Beaver football teams lose and basketball teaims w
1998 - Employment is growing too fast / unemployment is [tiod;
"Large parcels of industrial land serve as magnets f@ldement”;

We need a strategy that will help us avoid fallpmgy to a limited view of the world. Certainly
closer monitoring will be beneficial.

Getting started right away is a good idea. Corvallis’' imeest in economic development won't
start paying off until after the investment hasrbe®de. The current recession is expected to be
longer than any since WW II, waiting until it isenvis not the best approach.

4. Implementation Costs

Historically, the Transient Room Tax has been split betv@gnuses, tourism, festivals and
not-for-profits. The amount available for economic depelent has been about $200,000.
In contrast, Littleton spends about $600,000, dgctities spend in the millions.

It may be time to reconsider another source of funding fen@unic development::

Explore establishing a county-wide, self-supporting business licensitigptegould
make it easier to gather business informationrédention purposes. As a baseline
service, provide participating businesses a multi-médsiness resource guide that
includes a listing of what business service and ressuaoe available locally, an
inventory of grant and loan programs and a schedltraining coursefPTF 4.3
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VI. DATA ANALYSIS

City and community economic development goals were idedt#arlier in the paper. To the
extent that decision makers succeed or fail toeaehthem will determine whether or not the
community enjoys a vibrant economy. The basic question in this section, is "How will we
know?" The simple answer is, "We need datknow."

Twelve years ago the community said that they whtite prosperity of that time to continue.
Coincidentally, that year was the peak of Corvallis' economic prosperity. Sinceuhen,
economy has measurably deteriorated in ways that affdigidoal citizens and City operations.
Data to reveal such problems should be part of communitysksons.

This section is divided into six parts:

Reporting Needs

Data Monitoring

Some Preliminary Findings
Information Needs

Sources of Economic Information
Information Requirements

~h ~h —~h —~h —~~ —H

A. REPORTING NEEDS

The committee believes that reporting local data should be done for at teagtuihposes:

x To inform the Council about the health of the economy on agoarg basis;
x To inform the Council about the effectiveness of local enoaaevelopment efforts;
x To inform local businesses about the opportunities and threats in their environment,

The focus here will be on reporting to the Couasilpolicy makers. Newly-elected Councilors
join the Council every two years. They come franedse backgrounds, often with limited
economics experience. Councilors quickly needstaste in learning the basic vocabulary,
trends, and economic problems confronting the conitywu The bottom line is that they need
economic information reported to them from day one.

Councilors need to know when there are big structural changes occurring in the local economy.
For example, they should know that employment leagyrown for over a decade, and they

should know that, by some measures, the economy is becoming less diverdifigrafore,

less stable.

Councilors need to understand when economic indleggte outside control limits. For
example, they must understand that unemployment in Cigrisatbo high. Further they need
to know that the extremely low level of unemployment agsshimVision 2020only existed for
a few years and has not existed for a long time.
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B. DATA MONITORING

Although the City does not yet have a regular datawepi®cess, the community would benefit
from periodic monitoring and reporting to create undediteg about the ongoing status, healthy
or unhealthy, of the economy.

1. Policy

Council policy suggests the necessity of monitoringe purpose is to measure succissg
the way and adjust our activities, as needed, to betet our economic goals.

We envision that in 2020 Corvallis will be a highlyalble city which employs
local benchmarks to measure progress in economic vitalitjVision 2024.

Develop methods by which the sucaashe economic development program
in addressing community livability and economic sustainability can be evaluated
[CCP 6.03.022k

The City shall continue to periodically revigiae immediate and long-term effects
of fees, charges, regulations, and standards on dwelbists@nd on community
livability as defined in the Corvallis 2020 Visi@tatemenfCP 9.4.9.

The City shall monitothe impact of the new mixed use districts on the availability
of office space to ensure sufficient land to fulfill teenmunity's professional and
administrative office need€P 8.10.§.

2. Monitoring Requirements

Time series data display historic patterns which haenlobserved between five and thirty
years. They are often traced out in a line, readdaight, to show trends.

a. Indicators An indicator is a value (number or ratio) on a scalmeasurement
derived from observed facts which can reveal chargg a function of time or
interventions. A classic example: the number ofiegions for unemployment
compensation is used to measure the concept @niployment" at any point in time.

b. Trends Trends over time can show growth, decline, andifiatpatterns:

i. Growth:
Internet commerce
# Retirees in Corvallis

= T

ii. Decline
# School kids in 509J
# Gasoline stations, # pay telephones, # independent igsosic.

Attitude about the City (85% to 90% positive)

iii. Flat Lin

X D — —
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c. Cycles In addition to trends, time series analyses siomestreveal cycles. Local
cycles may be seasonal (e.g. school year) or foleather (e.g. rainfall) or national business

cycles. Sometimes economic data, such as employmendsisnsdly adjusted to extract more
meaningful underlying trends.

d. BaselinesTo do meaningful trend analysis, a baseline agaihsth to compare

future measurements is critical. The appropriagirming time from which to start measuring
will differ with the measure.

Year Measure Justification

1961 Enrollment Oregon State Colldgscame a university in 1961
2000 Population The Census provides ten-year comparis2010 -- 2000
1990| Property Tax Ballot measure 5, limits propertgsaypassed in 1990
2008 Attitudes New methodology f@itizen Attitude Survestarted in 2008

e. Benchmarks The term "benchmark” comes from rulers drawn ontached to
work tables to measure materials such as fabrics. Consider the following standards:

80% "living wage" is 80% of median income
5% "healthy" level of unemployment

It is helpful for Corvallis to have benchmarksenednt comparisons to peer cities -- for example,
the Citizen Attitude Surveprovides "comparator” data from cities of compéeaize. Cities

that Corvallis would like to emulate might also providefulseenchmark data. Sometimes state
and national comparisons are helpful.

f. Forecasting Often trend data are used for forecasting. For pigrthe baby-boom
cohort (born between 1946 and 1964) has been used to plan for changing needs of the U.S.
population through 2044. Many trends are likely to comtiimiio the future, but the assumption
that they will continue on the same course must advimeyquestioned and monitored.

g. Archiving In order to turn snapshots into trends, someams archive baseline and
periodic information to be compared with subsequent yegosne data sources automatically
provide this service, but others do not. At artg réhe City should retain key data to identify
important trends so they will be available for on-gailegision making.
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C. SOME PRELIMINARY FINDINGS

The findings reported in this section are a samplinghadt is availableand they may not

completely represent the best data available. Eur#search and evaluation by experts will be
necessary to prioritize key indicators, identify baselines and benchmarks, and verify preliminary
numbers.

Economic theory includes many concepts. To apply them twedo development in

Corvallis, requires operationalization of concepts such as "prosperity" anditwdo@omy”

into something to observe and measure. Suazesthen be measured in terms of achieving the
list of goals which were defined BECTION Ill . This same list provides the organization for
the following section. Valuable information was taken fribiaCitizen Attitude Survewhich

was based on a sample of addresses in the Citglimit

1. Monitor Intangible Goals (Goal 3.B.1)

How does the City Council know if the community has be@eeassful in achieving "livability"
and "quality-of-life"? Such concepts are not directly mestsie Perhaps the City can identify
our own indicators, based on t@dizen Attitude Survegnd other measures.

Respondents gave very favorable ratings to most of thenwioldy issues. According to the
survey supplier, these ratings are above those foomparator cities. One can definitely
conclude that residents believe Corvallis is a tthat provides a good overall quality-of-life.

Quiality of Life

Number Question % favorable
Ql.a Corvallis as a place to live 93%
Ql.c Corvallis as a place to raise children 88%
QL.f The overall quality of life in Corvallis 90%
Q2.d Cleanliness of Corvallis 84%
Q2. Educational opportunities 92%
Q2.dd Air quality 86%
Q5.a Violent crimes (e.g. rape, assault, robbery) 87%
Q5.c Environmental hazards, including toxic waste. 84%
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2. Monitor Employment Opportunities (Goal 3.B.2)

At an individual level, "prosperity" and a "vibramtonomy" are often synonymous with having

a job and earning an income. Jobs, employmentnpluyment, and wages are related concepts,
but they are measured in different ways. Jmesenumerated at employer addresses. Whereas,
employmentpart-time or full-time, and unemploymearte identified at employees' addresses.
Thus, due to commuting, jobs in one location campce employment in other jurisdictions.

Because of property tax concerns, governments (Caynty, 509J) may be more interested
in the employment within their own boundaries thanidets About 70% to 79% of Benton
County workers are employed in Benton County, lagado provide an estimate for residents
of the City of Corvallis who work in the City lingthave not been identified.

a. Citizen Attitude SurveyThe 200Citizen Attitude Surveprovides a beginning point
for discussion by measuring opinions_on employnesues. The dissatisfactions expressed
by respondents about work opportunities are remarlditigrent from the favorable quality-of-
life results above!

Number Question % favorable
Q1d Corvallis as a place to work 65%
Q2.i Employment opportunities 25%
Q3.c Jobs growth 20%

b. Statistics There are also hard data on employment. The following table provides
some very valuable insights about our economy. The numh@nsthat employment in
Corvallis and in Benton County peaked in August,71@hd that unemployment has been
consistently above 4% since 2000. Admittedly, otbeegon counties may have bigger
problems, but the data tend to verify the dissattgfa expressed in th@itizen Attitude Survey.

1995 | 1997 1999 2001 2008 2005 2007 2009

Corvallis 24,951| 25,783| 24,052 | 24.304 | 24.297| 25,005 25,16 24,281
Employment
Corvallis 24% | 25% | 3.1% 47% | 6.1% 4.8% 4.1% 7.3%

Unemployment
Benton County | 40,529| 41,881| 39,069 | 39.872 | 39,860| 40,229 40,641 39,210
Employment
Benton County | 2.2% | 2.4% | 2.9% 45% | 5.8% 4.9% 4.1% 7.9%
Unemployment

The only industries in Corvallis which did not experiedeeline in 2009 were the Government
and Education and Health Services industries.damdally, the industry employing the largest
number of non-farm jobs in Corvallis is Government, at 35%tal hon-farm jobs. (In
February 2010, OSU employed 4,106 full time employeebafsd part timers. Private
education and Health Services placed a distant secondyabfltdtal non-farm jobs.
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Wages are higher in some sectors than in othersst Ming wage jobs in Benton County,
those which provide at least 80% of the median ahwage, exist in the medical services,
professional services, science and computer services and electronics sectors. Retail, food
handling, hotel and hospitality jobs consistently provide wages well below the living wage.

3. Monitor Business Activity (Goal 3.B.3)

The levelof business activity includes the number and sizésisinesses. The qualibf
businesses reflects on their ability to fulfill comnity needs.

a. Citizen Attitude SurveyTheCitizen Attitude Surveprovides some consumer opinions
about economic vitality at the retével; both ratings are worse than comparatoe<iti

Number Question % favorable
Q2.h Shopping opportunities 32%
Q3.b Retail growth (stores, restaurants, etc.) 42%

b. Business SizeThe vast majority of new firms established (8462005 were small
businesses in the <20 employees category; however, most lofisiness closures were also in
this category (92%). The distribution of firms in the CoigaiPA follows:

Self-employed| Stage 1 Stage 2 Stage 3 Stage 4
1-10 employees | 1-10 employees| 11-99 employees| 100-499 employees| 500+employees
# Companies 1778 2323 389 20 3
# Jobs 1778 7489 8971 3221 5796

4. Monitor Revenue(Goal 3.B.4)

Prosperity and economic vitality are improved by monegugating in the local community.
Revenue is an aggregate over all companies and speliers.

a.Sales Potential If one multiplies the number of people living in area by the
average amount of annual expenditures, the resstdtal sales potential. Sales potential is the
benchmark for actual revenues.

PTF included some data from 2005, which is showoveelThis provides ball park estimates,
but an update would be useful.
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Estimated Sales Potential in 2005

(in $millions)
Corvallis City Benton County

Retail Goods $416 $743
Shelter $245 $434
Food at Home $82 $145
Food away from Home $60 $104
Investments $75 $140
Health Care $55 $102
Entertainment/Recreation $55 $99
Apparel & Services $36 $62
Home Furnishings $33 $59
Travel $29 $54
Education $26 $42
TV/Video/Sound $19 $33
Vehicle Repair $19 $33
Computers/Accessories $5 $8

Source: ESRI as interpreted RTF, p. 7]

For the most part, local per-capita expendituresaaver than national averages. Globally
speaking, the totals in the table above will nohlgghly motivating for many retail chains; for
example, they will not inspire Nordstroms to lochéze.

i. Number of Households Potential demand for some goods and services is
determined by the number of households: shelter, utility, appliances, minivans, etc.
The number of households in Corvallis is estimatebe 21,079 with an average size of
2.23 persons; about 32% of households consist of aserpe

ii. Number of Consumers -Although the household budget may have an impact,
potential demand for other goods is determined by the nuaflredividuals: food,
eyeglasses, transit fares, tuition, etc. The numbesrgumers is the same as the total
populationestimated in 2009 to be 55,129 for Corvallis a6 85 for Benton

County. The 2010 census will soon provide a moeeipe update.
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5. Measure Infrastructure (Goal 3.B. 5)

A town's infrastructure is a measure of prosperity, weahl tax base. It is easy to take our
existing built environment for granted, but it was originally bought with hard-earned money.
Capital is the source of a community's stock ofastructure, both public and private. Capital
is needed for new construction, maintenance of safety@meheance, and modernization of
obsolete facilities.

a. Citizen Attitude SurveyA number of questions about infrastructure are included in
the Citizen Attitude SurveyAccording to the survey supplier, the bottom four ratings in the table
below are lower than or similar to other municipat. Further, three out of the four of the low
ratings relate to private sector infrastructure.

Number Question % favorable
Qllg Osborn Aquatic Center 91%
Q.2.u Availability of paths and walking trails 87%
Q2.c Overall appearance of Corvallis 86%
Q1l1.h Chintimini Senior Center 85%
Q2.9 Quality of business / service establishments 55%
Q2.e Quality of new development in Corvallis 49%
Q2.x Amount of public parking 44%
Q2.y Availability of affordable quality housing 25%

b. Private Infrastructure The County Assessor tracks the assessed value of properties
subject to property taxation and Real Market V4dRBI1V). The official Real Market Value of
Benton County is $5,900,146,183.

6. Monitor Overall Economic Stability (Goal 3.B.6)

Economic stability is an important concern wheeoines to economic vitality. Stability

is measured by of lack of radical shifts from one peridtiémext in terms of: 2. employment,
3. business activity, 4. revenue, or 5. capital above. Instability includésatyerturbations as
well as secular declines.

a. Diversification Diversification can be a strategic tool which attempts to reduce
volatility associated with individual industries. (Renienthe dot.com collapse in 20007?)
Hopefully, with diversification, setbacks in one inttyswill be offset by calmer waters in other
industries. Construction is a volatile industry, and OSU depends on State funding which may
shift, particularly during recessions.

b. Measures of Instability One of the most despised forces in businessl|atior
because it makes the future unpredictable and.rifkice volatilityis also of great concern to
home sellers/buyers and producers of commoditigs asi@gricultural products.
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7. Other Data of Interest

There are other constructs which influence or are influenced by economic vitality.

a. lmage The image of Corvallis is discussed in SectMiB.3.c. This is partially
measured by questions in tBdizen Attitude Surveyhich show that residents maintain
positive perceptions of their hometown

Number Question % favorable
Q2.ee Overall image or reputation of Corvallis 86%
Q1l6.a Recommend living in Corvallis to someone 91%

It might be useful to measure Corvallis’ image in the simidaudiences other than residents
[PTF 7.2. In terms of desired economic data, the commyumiy want to solicit opinions from
business decision makers, such as those who decidedte hare and those who decided to go
elsewhere.

b. Consumer Data Government sources provide ample information about thaelgpeo
who live in this community. The following data higyht differences between Corvallis and the
rest of Benton County.

Corvallis Rest of Benton Co.
Average Income $59K $85K
Median Age 29 42
Owner Occupied 43% 74%
Average Home Value $175K $210K

Per-capita personal income was slightly higher in Cosvéiian in the State of Oregon in general
(by 3.5%), but lower than the nation overall (by%). Proportion of wages to other sources of
income indicate that non-wage sources are very titapbto the Corvallis population,

particularly per-capita dividends, interest, anatre

Research has found some demographic changes whatidition to the projected growth of the
college student population, create potential structrahges in the economy.

Age Group Percent Change
1990-2005/7
Kids: 0-14 - 8.6%
35-44 -9.7%
55-64 +88.8%
85+ +134.8%
Total Corvallis Population +14.8%
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Numbers of children and midcareer people have detivigle numbers of older people have
increased in proportion to the total populatiorhe3e impact the need for schools and the
contributions of workers to the economy.

c. Attitudes about Population Growth According to population estimates, Corvallis
has grown 6.2% between 2000 and 2009 (Benton County wi@lisihas grown 9.8%).
Barney and Worth [B&W)] report that 63% of the local @sgents in their survey were not
willing to increase population to achieve econonaalg. Similarly, in the 2008itizen Attitude
Survey 67% said that "the speed of population growth in Corvallis is the right amount.”

d. Lifestyle Segments Tapestry' life style data is based on attitudes, interests,
opinions, and buying behavior. Data reflect on the disecdiour town, showing that Corvallis
has fifteen different segments, the largest of whictig fifteen percent of the population.
Fifteen segments is quite a few for an area the size of Corvallis. Assiaed suburb in a
large city might have only one. The rest of BenBwunty has a large segment (38%) and a
different overall profile.

Top Five Lifestyle Segments

Corvallis Benton excluding Corvallis
Enterprising Professionals 14.3% Exurbanites 38%
Dorms to Diplomas 14.2% Green Acres 9.8%
Metropolitans 11.1% Aspiring Young Families 9.5%
College Towns 10.4% Salt of the Earth 8.6%
Aspiring Young Families 9.5% Sophisticated Squires 8.5%

Further investigation of lifestyle information mpyovide useful insights.

D. INFORMATION NEEDS

Corvallis is a unique case, and a cookie cuttelyarsamay not provide necessary information.
At this point, it is not known what data would best explainstinecture and health of the local
economy. There were surprises in compiling the white p&gregexample, manufacturing jobs,
wages, per capita income, and unemployment, and thay be some more yet to be
discovered.FIGURE 9, FIGURE 10, andFIGURE 11 suggest some places to look, based on
observations in previous sections of this paper. Egmeight assist in identifying which data to
monitor over time.

1. Desired Labor Statistics

These days, everyone from the President of theedr8tates on down is concerned about jobs.
Jobs are an important part of prosperity and econauitality in any economy Goal 3.B.2and
FIGURE 7 offer related perspectives on amount and types of empldyrREBURE 9 attempts

to identify and summarize potential indicatofssmployment.
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FIGURE 9

DATA ON EMPLOYMENT OPPORTUNITIES

MEASUREMENTS Businesses Public Not-for-
Sector Profits

Quality of Jobs: Wages\Salaries\Benefits\Carees Job

# Jobs \ Jobs Created \ Jobs Lost \ Turnover

Commuting into City from County \ Other Towns & Guies

(1) Export, (2) Support, (3) Retail

Self Employment

Unemployment

Job qualifications

Indicators: Payroll \ Payroll Taxes \ Attitudes

FIGURE 9 includes three columns because the Corvallis ecgr@as three sectors which
contribute to economic vitality: (1) business, g2plic sector, and (3) not-for-profit. Public
employment is significant, estimated to be about 35%,reot-for-profit employment,
particularly in the health field, has been growirgovernment and not-for profit may account
for 50%. Good news: These kinds of employmentigepeople with incomes. Bad news:
Increasing proportions of non-business and public sectoity do not produce property taxes.
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2. Desired Business Statistics

Following is a list of desirable economic measures encoechie compiling this paper.

Goals 3.B.1, 3.B.3, 3.B.4, 3.B&hdFIGURE 6 are relevant. Revenue is the lifeblood of an
economy, for example, measures such as prices asgmd and exports. Economic diversity
depends on economic activity being spread overiphellsectors. Desirable measures of
infrastructure include market value, new construction, ownership, construction grants, etc.
All the concepts ifFIGURE 10 could be useful to someone studying our economy.

FIGURE 10
DATA ON ECONOMIC ACTIVITY AND DIVERSIFICATION

MEASUREMENTS Businesses Public Not-for-
Sector Profits

Number and Sizes: Stage 1,2,3,4

Sectors: Professional Services, Tourism, Medical, e

Births; Longevity; Deaths; Departures

Revenue \ Tuition \ Rents

Exports and Imports: Sales Leakage\ Outshoppingrigim

Multipliers: (1) Export, (2) Support, (3) Retall

Innovation: "New" Products \ Technology Transfer

Vacancies \ Foreclosures

Grants \ State and Federal Funding \ Foundatiop@&@tip

Market Value of Property \ New Construction

Government Purchases Locally

Local Ownership

Prices: Revenue & Expenses\CPI

Indicators: Water \ Sewer \ Energy \ Attitudesddrporations
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3. Desired Market Measures

FIGURE 11 shows some desirable measures of local markéasedeo demand, for possible
monitoring. Such market data is essential for econgardening.

Three jurisdictions are suggested because they are atted by taxes, employment,
purchasing, etc. Other jurisdictions such as thageSf Oregon and USA would also likely be

included for comparison.

FIGURE 11

DATA ON POPULATION TRENDS

MEASUREMENTS Corvallis Benton Linn
County County
# People\ Growth Rate
Income: Amount, Source, Transfer Payments, Prafits,
Employment.Employed, Retired, Unemployed, Self-Employed

Wealth: Investments\ Home Ownership\ Savings

Property Assessment \ Taxes

Commute to Outside Jobs\ work in Corvallis

Mobility: Longevity in Corvallis

Work Force: Education \ W&B Collar

Per Capita Cost of City Operations

% Home Ownership

Sales Potential\Sales Potential

Trade Areas

% Local shopping\outshopping \internet shopping

Market Segments: Tourists \ Students \ Retirees

Values\ Lifestyle\ Psychographics

Image

Indicators: Drivers Licenses\ Bankruptcies \
Home Sales: Prices # Time on Market
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E. SOURCES OF ECONOMIC INFORMATION

Information service providers compile information fromigas sources into interactive
databases. Most now combine the data with mapipghslities such as Geographic
Information System (GIS) . The combined data can be usedexteasive research quickly
and to prepare custom reports. Examples of such souotedenESRI Business Analyst,
Lexus-Nexus, and YourEconomy.com. Information may lzél@bvie for free, or for pay through
a subscription service.

1. Secondary Sources

It is usually more efficient and cost-effective to obtain data through secondary sources rather
than primary whenever they available. Secondawnycss of information consist of data that
have already been collected by another party ssighgovernmental agency. The Littleton team
is an example of city government making good usgegcbndary source material. That city's
goal is to use the highest quality information &lale to increase the level of innovation in the
community.

ThelLittleton] team believes that as the amount of information increases, innovation
increases. Therefore, a major portion of each dagpent on database searching.

The staff subscribes to 15 database services (like DIALOG and Nexis Lexis) and CD-
ROM products. They also access over 100,000 maildits worldwide and provide
Littleton businesses with marketing lists, competitor intelligence, industrds, new
product releases, financial information and customia=garch. The office services
about 500 contacts per yept.Gibbon].

In order to create a picture of economic develogrre@orvallis, a number of information
sources can be investigated, including familiandraames such as Dun and Bradstreet,
Morningstar, and Nielsen. The following is a descriptiba tew important examples, as well
as information obtained from each.

a. Small Business Administration (SBA) The U.S. Small Business Administration
is a government agency that provides support tdl fmsinesses across the United States. They
offer a variety of tools, services, and local resoutadglp small business owners succeed.
The SBA also tracks the births and deaths of firmsach Metropolitan Service Area (MSA).
Although this data is not always timely, it is freel@tcessible on their website at:
http://www.sba.gov/

b. Oregon Employment Department The Oregon Employment Department provides
a free tool called the Oregon Labor Market InforioaiSystem, located online:
http://www.qualityinfo.org/olmisj/OlmisZine It allows one to search for firms in specific
counties or zip codes, and also provides aggregate informabout employment and
unemployment. We used the system to obtain information ab@uiimber and size of firms in
special categories, such as financial services and education.
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We also obtained information about net job flows, jamtion, new hires, separations, turnover,
average monthly earnings and average new hire earingaé¢h quarter in 2008.

Although the data from the Oregon Employment Departnsergiatively timely (2008),

it is incomplete. The department draws its data fagpnoprietary subscriptions service called
InfoUSA, which relies on surveys and directories to obtain information about firms.
Consequently, some firms were not listed becaugeditenot respond to surveys, were
excluded for privacy reasons, or were not registered at the time that data was collected

c. U.S. Bureau of Labor Statistics (BLS)The Bureau of Labor Statistics is a vast and
comprehensive source of information for a wide variety ohenuoc indicators. We used the
BLS for data on employment and wages by sector or indasnyell as unemployment rates.
Data is free and accessible to the public on thelsite:http://www.bls.gov

The BLS collects data each month, so the informadierived from its reports is extraordinarily
timely. Its primary weakness for our purposes a#ability to consistently provide data at a
precise enough level of analysis. Although data for Gliswaas provided for some indicators,
other data is only offered for the state of Oregon, the Westgion, or the nation. However,

the level of standardization and ready availability efdata make the Bureau of Labor Statistics
the premier secondary source for economic develapmermation.

d. American Community Survey (U.S. Census Bureau)Census data is collected
every ten years, but the American Community Surwdych relies upon a sample rather than
the entire US population, is conducted every three yearsusétethe American Community
Survey to obtain information about employment and earnings for differergragps, education
levels, and genders. We also obtained housing statisticenation about poverty levels.
(broken down by common demographic categories), and @eayulation growth. The data is
free and available from the US Census Bureau’s websitéat/\www.census.gov/

e. U.S. Bureau of Economic Analysis (BEA)Although a useful tool for economists
who study nation-wide trends, the BEA provides mosttyregate data at the county level and
was not a good source of information about the City of Cosvalliata obtained was fairly
recent, from 2007, and available for free fromBEA’s website:http://www.bea.gov/

2. Primary Research

The time to embark on primary research is when there ageality secondary data options.

a. Economic Snapshots Thesead hocreports examine a topical issue in a particular
place at a particular time. Analysts'/ consultant's te@re a good example. In the present
report, we have cited several such documents. Pirsgperity that Fitavhich was completed
by Barney and Worth [B&W] in 2006; they completedeadl survey and included references to
secondary data; ESRI and federal statistics. Second0) ¥0eber and Sorte completed an
econometric study of Benton County imports and expvi&$]. They used North American
Industrial Classification (NAIC) and the IMPLAN ewomic model. The study completed by the
Downtown Corvallis Association, completed in 2005, is another example.
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b. Custom Data SeriesEconomic snapshots quickly become dated. In sestrey
create a demand for their replacements!

Citizen Attitude Surveyme completed every year and with a little work ddag used to track
trends. In a previous sectiov,C, This report identifies the sorts of questionshia present
survey questionnaire which could help to provide insight into economic performance.

Currently, the idea of a local business registration program is being discessetld. Ata

minimum, such a program would, on an on-going basis, provide information about births, deaths,
and longevity of firms. Depending on how it wasmagistered, it could also provide data on

sales, employment, etc.

F. INFORMATION REQUIREMENTS

Understanding the economy, requires "good" data, $hddta which are:

Necessary give answers to important questions;

Accurate - have a low error rate \ high level of precisitmw degree of uncertainty;
Timely — frequently updated and available for decision making;
Representative —-specific to the (entire) Corvallsommunity;

Unbiased— not weighted towards a particular point of view;

Valid — measure what they are supposed to measure;

Reliable —repeated measurements produce similar, not differentises
Complete- all groups and individuals, activities, placasds, are measured;
Verifiable - other sources of data provide consistent results:

Affordable - perfect information may not be affordable.

X X X X X X X X X X

No source of data is perfect. These criteria shbelused to assess the quality of secondary or
primary data to understand the limits of their usefulness.
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APPENDIX |

Foundation Information

Foundations describe the bedrock of the city from a historical perspective. They can be expected
to last for 50 to 100 years. Although residents may noktabout, or even be aware of them,
foundations impact culture and lifestyle, demogregpheconomic opportunity, business activity,

etc. Historic foundations supplement BI#UATION ANALYSIS for Corvallis.

a. Population FoundationsWith so many college students, our population and
demographics are very skewed due to the number of resluEtmtsen the ages of 19 and 25.
And due to the percentage of students, there is a sriadlenanent” population than in a
typical Metropolitan Planning Organizatioh50,000 residents] town with fewer tax-paying,
wage-earners. Partly due to the students, there ig/dnigi rate of renting in Corvallis and
corresponding low level of home ownership. Traditionalii@s are underrepresented.
Residents came here from all over the nation aadvibrid. Parts of the population are transient:
college students plan to leave Corvallis even as they eanalllocal kids typically leave town
after high school.

b. Economic Foundations Corvallis has been dominated by a small number of relatively
large employers, particularly Oregon State Univers@@yerall, governmental agencies provide
a large proportion of total employment. Industrial, conuiaérand government organizations
consume a majority of the energy, electricity anairad gas.

Corvallis has a mobile workforce. The University and og@rernmental organizations

recruit nationally and internationally for admimetbrs and professors. Professionals use this
community as a stepping stone. Educated employees arlemtitey can move somewhere
else if they lose their jobs. Unlike Silicon Vallghere are not hundreds of other companies in
town needing the same talented employees.

c. Geographic Foundations Corvallis' latitude is 484'N, longitude 128 6'W, and
altitude 224, providing a mild climate; it lies in a valleetween the west side of the Willamette
River and the east side of the Pacific coast ratingefloor of the river valley provides limited
natural resources. Downtown was laid out more than 150 years ago. A town named Orleans,
located directly across the river, was destroyed by a flood in 1861; subsequent flasding
deterred rebuilding a twin town over there. RiventrPark wouldn't be the same without the
river passing by.

The map of annexations shows the growth of the city from tmbeg. The Urban growth
boundary, created in 1971, has altered the marketsdatential development on both sides

of the line and may have contributed to the surprising despbgr differences between urban
and rural Benton County. Interstate 5 avoids Corvallis; Highway 20/34 bypasses the town;
Highway 99 passes through it.
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d. Infrastructure Foundations Seen from an altitude, Corvallis is a mature urban
forest. Agricultural history shaped the street grid in fdergparts of town; thoroughfares follow
footpaths, section lines, neighborhood streets, and County roads (Harrison Boulevard was the
main route to Wren!). Some historic intersections fail to meet modern service standards.

The traditional, red brick OSU campus is a dominant featuxer tdne, the campus has
expanded extensively westward with some movement into existing neighborhoods &i,the ea
north, and south.

Corvallis includes three national historic distriateder federal protection. The municipal airport
was built as a military airbase during WWII. Besauwf buildup in the city, it is difficult to find
sizeable, central locations for schools or a bus garage néi Corvallis High School had to be
built on a suboptimal site (too small), and Cresadalley High School was built outside the

City limits in anticipation of population growth that neveaterialized. Corvallis is remarkable
for its network of bike paths which have been built a littteabi time. Our existing housing
stock is a legacy which has accumulated througlotyispart of the legacy is that most buildings
do not meet the latest LDC requirements.

Dates of Construction for Houses in Corvallis

Period: d 1939 | 1940-49 1950-59 1960-69 1970-79 1980-89 1990-2000
Number: 1972 1301 2,304 3,294 6,084 1,986 3,958

e. Government Foundations Corvallis is part of the State of Oregon and once was the
territorial capital. In 1893 the western part of Bent@uy split off and combined with the
western part of Polk County to form Lincoln Countynlike Lane County, Benton County is
separated from the Pacific Ocean by a politicalgauy. Corvallis is still the County Seat, the
home of a State university, and a location for FederdIState offices. Government
employment is significant (approximately 35% now).

The State has never had a sales tax. Statewidse bwhsures 5, 47, and 50 impact local
property tax revenues. State law requires balabaddets. PERS, a statewide government
retirement program instituted in the 1970s, impautsicipal expenses. Transient revenue tax
[TRT] provides about $200K for allocations to local ecormdgvelopment organizations.

Local municipalities have become dependent upon the faglerarnment, especially for capital
projects. After the 2000 census, Corvallis was @@uvetropolitan Planning Organization
[MPQ] status which enables the City to apply for additionahtg which are only available to
cities with populations over 50,000.

OSU has valuable infrastructure. However, as a governainerganization, the University is
exempt from paying local property taxes to support,@tyunty, or public school services.
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f. Cultural Foundations Historically, OSU programs have concentrated on the
scientific and technical rather than the artistic ateddry. The City's premier festival is DaVinci
Days, a celebration of art, science, and technology. ®&Unember of the Pacific 10 athletic
conference, and sports contests are enthusiastically supported by Beaver éa@#y dtvns the
Majestic Theater, pays to support the Arts Center with ptppexes, and is proud of its library.
Some retirees report that they moved to Corvallis beaafusecultural and recreational
opportunities. Citizens rate cultural opportunitieghty in theCitizen Attitude Survey

The entire OSU student body turns over every fearsie As a result, this group is hard to
acculturate with local shopping loyalties, behaai@xpectations, or Corvallis values.
Corvallis has a mosque, a Jewish meeting center with a Rablseaeichl Christian churches
with specific ethnic denominations. Still, according 2003 study, Benton County was the
least religious county in the USA.

g. Chronic Problems Retail leakage has been a concern in Corvailtia fong time
as have parking shortages downtown and in some neighborhoods. For at least twenty years,
affordable housing for low income people, including somewage workers, has been judged
inadequate. Jobs in the property-tax-providing manufacturing sector have bebgndeqliding
since 1997.

h. Comprehensive Plan Findings Some assumptions ("Findings") in the twelve-year-
old Comprehensive Plaare no longer accurate.

8.2.f For the period 1986 t01996, employment in Corvallis and mi@e
County grew more than twice as fastthe population as a whole.
8.2.k Currently, sixty-five percerdf the City room tax is available for economic
development through the City’s Economic Development Aitota
process.

8.3.a The unemployment rate for Benton County in 19962vé¥%, representing
1,150unemployed persons. This was the lowest uogmpht rate in
Oregon.

8.3.c Benton County’s low unemployment rags made it difficult for many
Corvallis employers to locate qualified, skillednkers for available jobs.
8.9.i Recent growth in high-tech manufacturiegpecially at Hewlett -
Packard, has led to relocation and local creation ofnerous high-tech
related enterprises.

8.9.0 Large parcels of general industrial land are keynedats of the industrial
land market that serve as magnets for development
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APPENDIX I

Possible IncentivegKoven and Lyons]

"Incentives are most likely to be effective as sool business attraction when they are targetéuoketo
specific needs of the firms being recruited.” [K&L60]

"An understanding of these tools of developmemsisential for leaders who hope to protect theibtse
[K&L, p. xi]

a. Financial incentives
Grants
Loans
Tax-exempt bonds
Equity and near-equity financing

b. Tax Policies

Common tax incentives
Tax abatements
Exemptions
Tax increment financing

Other types of incentives
Circuit breakers
Tax credits
Tax deferrals
Tax classifications
Accelerated depreciations
Tax stabilization

c. Nonfinancial assistance

Site development
water and sewer, energy, roadways, high spemenemications, airport
industrial buildings
power surges or vacuums PTF 10.2

Land banks

Industrial parks

Enterprise zones

Human resources

Customized training

Education

Research capacity
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