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the state will face significant 
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Following years of warnings by OBI and 
others, policymakers from both parties 
increasingly have come to acknowledge 
Oregon’s waning economic competitiveness. 
It is no longer unusual for legislative leaders 
to recognize the importance of private-
sector job growth. And in late 2025, 
Gov. Kotek unveiled Oregon’s Prosperity 
Roadmap, followed weeks later by her 
announcement of the Governor’s Prosperity 
Council. The roadmap is an admission that 
Oregon needs to do things differently. 

But recognizing the state’s 
problems without addressing 
them accomplishes little, as the 
Governor’s Prosperity Council 
observed bluntly in its June 2026 
report. “Over the past decade,” 
the report notes, “rising costs, 
slowing population growth, 
declining competitiveness, and 
fragmented policymaking have 

made it harder for small and medium-sized 
businesses to invest, communities to thrive, 
and Oregonians to access opportunity. … 
Without meaningful change, Oregon risks 
falling into a cycle of economic stagnation, 
declining public confidence, eroding services, 
and fewer pathways to upward mobility.” 

The data and rankings below suggest that 
Oregon already has fallen into a cycle of 
economic stagnation and declining public 
confidence. And the driving causes, as the 
Prosperity Council notes, are home-grown. 
Policy decisions made over the past decade 
– and even in the months since the governor 
released her Prosperity Roadmap – have 
brought Oregon to its unenviable competitive 
position, and different policy decisions 
must be made to improve it. Making these 
decisions will take courage, but failing to make 
them will entrench Oregon’s stagnation and 
further limit pathways to upward mobility.

In 2025, OBI created the Oregon Scorecard, 
an online dashboard featuring data and 
rankings related to the state’s economy and 
competitiveness. Most indicators include 
charts showing 20-year trends. Of the dozens 
of data points and charts on the Scorecard, 
the one that should worry Oregonians and 
policymakers the most tracks the growth of 
the state’s economy, which in 2025 was an 
anemic 1%. The U.S. gross domestic product, 

by comparison, grew at slightly 
over 2%. That additional 1% may 
sound modest, but the Common 
Sense Institute estimates that 
it translates to about 12,000 
jobs, $879 million in wages 
and $88 million in associated 
personal income tax revenue.

Unfortunately, economic 
stagnation has become 
Oregon’s new normal.  

From 2005 to 2018, a 14-year period, Oregon’s 
GDP grew more slowly than the national 
average in only four years. Beginning in 2019, 
it has trailed the national average every year 
but one. Oregon, put simply, is in a slump.

Another way to look at economic growth is to 
rank Oregon against other states, with which 
Oregon competes for business investment 
and residents. In 2015, Oregon’s economy 
grew at a faster rate (5%) than any other 
state’s. For the next three years, Oregon’s 
rate of economic growth remained among the 
nation’s top 10. Beginning in 2019, however, 
Oregon’s ranking began to slide. And in 2025, 
the state’s 1% rate of growth ranked only 44th.

Oregon’s economic decline matters for 
many reasons, beginning with job creation. A 
weak economy produces fewer jobs than a 
strong economy, and it is no coincidence that 
Oregon’s rate of job creation has trailed the 
national average for six straight years. In 2025, 

Introduction and Context

Oregon’s Struggling Economy

$879
MILLION 

The wages Oregonians 
lost because of slow GDP 

growth in 2025 alone.

“Vision without 
execution is 

hallucination.”
— Popularly attributed 

to Thomas Edison
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Fortunately, there are plenty 
of things state leaders can 
do to improve the state’s 
business environment and 
its economic performance. 
The list that follows, while far 
from exhaustive, contains 
dozens of recommendations. 
In various ways, these 
proposals support four broad 
imperatives that should guide 
the work of Oregon’s elected 

leaders in correcting the state’s course.

As disheartening as Oregon’s current problems may 
be, it’s worth remembering that by many measures 
the state was thriving only a decade ago. Solid 
economic and population growth were the rule 
rather than the exception. Oregon routinely ranked 

among the top half of states in a variety of economic measures. And 
between 2011 and 2021, per capita personal income – a key measure 
of prosperity – increased dramatically relative to the national average.

Oregon can recapture that momentum and become, once again, a 
beacon of opportunity. For that to happen, however, policymakers 
must address the underlying causes of the state’s current stagnation.

Oregon’s average monthly nonfarm employment fell 
by 0.5% while nonfarm employment nationally grew 
by 0.5%. Not surprisingly, the state’s unemployment 
rate averaged 5.2% during 2025, nearly a full 
percentage point above the 4.3% national average.

By virtually every meaningful metric tracked by the 
Oregon Scorecard – GDP, employment, population, 
business tax burden, educational performance, 
and so on – Oregon is failing to flourish. A stunning 
decline in multiple national rankings has ensued. 

Together, these signals reveal serious structural 
problems that demand urgent attention. 
Acknowledging Oregon’s problems is no longer 
enough. Nor is it enough simply to reject policies 
that would dig the state’s hole deeper. To do nothing 
is to fall further behind, as the Tax 
Foundation warned in releasing 
its 2026 competitiveness 
rankings. “For the second year in 
a row,” the Tax Foundation noted, 
“Oregon’s rank dropped due 
to competitive reforms in other 
states as Oregon stood still.”

If Oregon is to regain at least 
some of the ground it has lost 
in recent years, policymakers 
must act urgently and boldly to 
improve its business climate.

Reversing Course

CNBC America’s 
Top States  
for Business

Chief Executive Best 
and Worst States for 
Business Ranking

2026...........................46th 

Overall:
	 2017......................17th

	 2026...................42nd

Cost of Doing  
Business:
	 2017.....................28th

	 2026................... 43rd

Economy:
	 2017......................10th

	 2026....................39th

Cost of Living:
	 2017.....................39th

	 2026....................45th

Overall:
	 2017......................10th

	 2026....................35th

Corporate Taxes:
	 2017.....................35th

	 2026....................49th

Individual Income Taxes:
	 2017....................32nd

	 2026.....................41st

Tax Foundation 
State Tax Competi-
tiveness Index

Archbridge Institute 
State Occupational 
Licensing Index

2026...............................1st 
           (largest burden)

42
2026 CNBC America’s Top 
States for Business ranking.
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To some degree, all four imperatives and 
the policies that follow support economic 
and business development. For Oregon to 
change course, however, economic and 
business development needs to be an 
acknowledged priority that leads to action. 
After all, it is a priority for states with which 
Oregon competes for business investment, 
and they have profited at Oregon’s expense.

In 2025, Oregon’s economic development 
agency, Business Oregon, released a 
business-recruitment study that found, 
among other things, that “the state has lost 
thousands of potential jobs and billions of 
potential private investments in the past five 
years and is poised to lose even more in 

the next five years.” Oregon has meaningful 
competitive advantages, including access to 
Pacific Rim markets and natural amenities. 
For too many businesses, however, these are 
outweighed by the state’s tax and regulatory 
burdens and its unfavorable business climate.

As a result, the work of out-of-state recruiters 

is easy. Of the businesses that responded 
to a survey developed for the report, 24% 
reported being approached by recruiting 
agencies outside of Oregon. And of that 
24%, a staggering 68% reported moving 
or expanding outside of the state. 

To stem this exodus – and to grow Oregon’s 
economy generally – state leaders must 
address policies that place Oregon at 
a significant competitive disadvantage. 
They also must ensure that economic 
development agencies have access to the 
incentives and other tools they need to 
compete for business investment. To that 
end, for example, legislators must expand 
the state’s R&D tax credit, refocus limited 
lottery dollars on economic development, 
as originally intended, and develop a more 
competitive array of incentives to retain, grow 
and attract businesses. The Legislature also 
must develop and fund a statewide economic 
development strategy and consolidate 
currently fragmented business-support 
functions within a single department. 

As important as such policies and structures 
are, they alone will not be enough. Success 
also will require more effort, focus and 
coordination than Oregon’s executive branch 
traditionally has devoted to economic and 
business development. That, in essence, 
is the conclusion of Business Oregon’s 
study, which observes that “external 
competition is stiff and other states have 
highly sophisticated marketing programs 
that quickly turn leads in to robust incentive 
packages. Business recruitment in those 
states is a team sport operating under 
strong leadership at the governor’s level and 
clearly articulated roles for every player in 
the economic development ecosystem.” 

Policymakers will know they’re on the 
right track when other states begin to 
say such things about Oregon.

Imperative 1 
Prioritize Economic and  
Business Development

“There is ample evidence that many U.S. 
states are actively competing to attract 
businesses and investments away from 
Oregon. This inter-state competition for 
economic development poses a potential 
threat to Oregon’s economy, as the loss of 
businesses and private investment could 
lead to job losses, reduced tax revenues, and 
slower overall economic growth in the state.”

— External Business Recruitment: “Are businesses leaving 
Oregon, and if so, why?”, Business Oregon
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Imperative 2
Improve Affordability for Residents  
and Businesses
The soaring expense of living and doing 
business in Oregon is holding the state 
back. In 2015, CNBC ranked Oregon 27th 
for cost of doing business. A decade later, in 
2026, the state ranked 43rd. As worrisome 
as that ranking is, it’s two places higher 
than the state’s ranking for cost of living.   

The state of Missouri’s Economic Research 
Center (MERC) maintains a useful tool for 
comparing affordability among states. In 2025, 
according to MERC, Oregon ranked 42nd for 
housing costs and 46th for grocery costs. 

The cost of electricity, once a strong 
competitive advantage for the state, has 
climbed as well in recent years. In 2022, 
the state’s average price of electricity for 
all sectors was the nation’s seventh least 
expensive. In 2025, it was the 20th. Oregon’s 
rank for residential electricity affordability has 
plummeted from eighth in 2022 to 26th in 2025.

Oregon’s growing affordability problem 
has consequences. In response to an OBI 
survey conducted during the first quarter 
of 2026, 75% of small businesses said 
they’d like to grow in Oregon but can’t 
afford to. Judging by the state’s stagnant 
population, thousands of individuals and 
families have come to a similar conclusion. 

Oregon competes with other states for 
residents and for business investment, and in 

recent years its competitors have come 
to offer better opportunities. Increasingly, 
Oregon’s value proposition just isn’t there.

Many of Oregon’s cost drivers are related 
to state policy, which can and must be 
adjusted. The state’s tax burden, one of 
the nation’s largest, must at least stabilize. 
Legislators must recognize the effects 
of environmental regulations on the 
cost of infrastructure, consumer goods 
and energy and respond accordingly. 
Replacing the extraordinarily costly and 
economically damaging Climate Protection 
Program (CPP) with a market-based cap and 
invest program would be a good place to start. 

Legislators also must confront the state’s 
decades-old land use system, which restricts 
the availability of land for residential and 
business development. That, in turn, drives 
up prices. Without meaningful changes, this 
system will continue to price Oregonians out 
of homes and businesses out of the state.

More generally, legislators must say “no” 
more often to regulations that make Oregon 
a policy outlier. Programs like both the 
CPP and the state’s extended producer 
responsibility recycling scheme increase the 
difficulty and cost of compliance for Oregon 
businesses, which in turn increases the cost 
of goods and services for Oregon residents 
without providing commensurate benefits.

In 2025, the OBI Research and Education 
Foundation released an analysis of Oregon’s 
regulatory environment. It found, among 
other things, that Oregon is the nation’s 
seventh most heavily regulated state.

Not only is Oregon’s aggregate regulatory 

burden one of the nation’s largest, 
but the burdens for some industries 
almost defy belief. Oregon has 264% 
more rules for animal production 
than the average state, for example, 
and a whopping 576% more rules for 

Imperative 3 
Create a Solutions-Oriented 
Regulatory Environment

Oregon’s rank 
for residential 
electricity price has 
plummeted from 
eighth in 2022 to 
26th in 2025.

8th
 

2022

26th
 

2025

At the state’s current 
pace of regulatory 
growth, Oregon will 
double its regulations 
by 2036.

Source: 
StratACUMEN report.
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Imperative 4
Make Tax and Budget Policies  
Sustainable and Competitive
Oregon is experiencing an affordability crisis 
for which the state’s personal and business tax 
burdens are partly responsible. Meanwhile, state 
budget decisions consistently create pressure to 
raise taxes still further. This unproductive cycle 
will continue to push both business investment 
and people out of Oregon until legislators 
bring state spending into alignment with 
existing tax revenue – of which there’s plenty.

Between the 2015-17 biennium and the 2025-
27 biennium, Oregon’s legislatively adopted 
all-funds budget swelled from $69 billion to 
$138.9 billion, a 101% increase. From the 
2015-17 biennium to the 2023-25 biennium, the 
state’s general fund grew by 77%, and from 
2025-27 to 2033-35 the Office of Economic 
Analysis expects it to swell by more than 65%. 

Oregon has supported this budgetary growth 
largely through high taxes and fees. For fiscal 
year 2023, the most recent year for which data is 
available, Oregon ranked ninth nationally for state 
revenue per capita, collecting more than $12,100 
per person, according to the Tax Foundation. 
This number represents revenue from several 
sources, including fees, personal income taxes 
and the corporate activity tax, which was 
adopted in 2019 and is expected to generate 
about $3 billion during the 2025-27 biennium. 

And in 2022, according to a 2026 presentation 
by ECONorthwest, government expenditures 
in Oregon as a share of personal income 
(24.7%) were the nation’s third highest, 
topped by two states with sovereign 
wealth funds, New Mexico and Alaska.

fabricated metals manufacturing. As if the sheer 
number of regulations didn’t present enough 
challenges for businesses, 50% of Oregon’s 
regulations are duplicative or burdensome.

Oregon’s regulatory onslaught has 
given rise to two related problems. 

First, it’s hard for businesses to keep up. 
Seventy percent of small businesses surveyed 
by OBI in the first quarter of 2026 said 
regulations affecting businesses change so 
frequently that it’s hard for them to keep track 
of what they’re supposed to do. Meanwhile, for 
each 10% increase in business regulations, a 
typical small- and mid-sized business loses up 
to 2.6 jobs, an OBI Foundation analysis found.

Second, too many of Oregon’s regulatory 
agencies make little effort to help businesses 
navigate the state’s regulatory maze. Sixty-
five percent of small businesses responding 
to OBI’s 2026 survey said it feels like state 
agencies are more interested in finding 
wrongdoing than in helping businesses 
like theirs comply with regulations. Too 
often, agencies simply don’t consider 
being helpful necessary. Not only does 
such behavior erode the state’s business 

climate, but it does little to advance the 
policy goals of the regulations at issue.

If Oregon is to shift its economic trajectory, 
these things must change. Legislators 
and regulatory agencies must exercise 
more restraint and openness in creating 
regulations. And once regulations are adopted, 
agencies must take reasonable measures 
to help businesses comply with them. In 
other words, policymakers and regulatory 
agencies must establish a solutions-oriented 
regulatory environment. To that end, the 
recommendations below include a 20% 
across-the-board reduction in regulations, 
something the Governor’s Prosperity Council 
agreed with, as well as several policy-neutral 
process improvements for transparency, 
economic analysis and improved outcomes.

More generally, legislators and state agencies 
must discard what frequently has been an 
oppositional approach to businesses in 
favor of a cooperative one. Industry and 
economic development groups stand ready 
to offer examples of necessary regulatory and 
statutory changes to achieve this imperative. 
Policymakers must be willing to listen and act.
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Oregon’s private sector is the engine that 
makes everything else in the state work. It 
produces jobs, drives innovation, supports 
philanthropy, generates tax revenue and 
brings ambitious and creative people to 
the state. Oregon cannot succeed unless 
its private sector does. Yet the staggering 
accumulation of taxes and regulations over 
the past several years has driven private-
sector investment out of the state.

The good news is that Oregon’s problems 
are largely self-inflicted, which means 

they can be self-corrected. That 
correction requires leaders to 
act, however. If they do, there’s 
no reason Oregon can’t once 
again become an affordable and 
desirable place to live, work and run 
a business. Oregon continues to 
offer abundant natural resources, a history 
and culture of innovation, a convenient 
location on the Pacific Rim and many 
thousands of people in communities across 
the state who want to fight for its future.

OBI stands ready to work on solutions and 
provides the following recommendations 
as a place to start. 

Oregon’s Problems Are Fixable

Oregon’s road to greater economic prosperity 
has multiple lanes. The Oregon Competitive 
Agenda seeks to improve Oregon’s business 
climate and economic recovery by focusing 
on overarching business climate problems 
and highlighting policies that affect Oregon’s 
business community on a daily basis. But many 
additional areas also need immediate attention. 
Take education outcomes, for example. 
Business owners care deeply about the quality 
of the state’s public education system, from 
preschool through postsecondary education. 

OBI is prepared to engage with subject 
matter experts and associations involved in 
this work as they lead on policy proposals 
for change. Similarly, economic recovery will 
require improvements in public safety, childcare 
access and a host of other critical issues. 
The relative absence of recommendations 
in those areas here is not a statement about 
relative importance. Rather, it recognizes 
the importance of the many organizations 
dedicated to those issues. OBI respects their 
work and is eager to partner with them.

It is counterproductive to squeeze taxpayers 
even more, at least if the state wants to keep 
them. Yet policymakers continue to do it. 
During the 2026 session, even as lawmakers 
acknowledged the need to create private-
sector jobs, the Legislature passed SB 1507, 
denying thousands of Oregon businesses the 
full benefits of a federal tax law designed to 
encourage investment and employment growth.

The Legislature’s unwillingness to say 
“no” to tax increases despite significant 

underlying revenue growth has eroded the 
state’s competitiveness while simultaneously 
rewarding perpetual spending without 
any accountability for outcomes. From 
2020 to 2026, Oregon fell from eighth to 
35th in the Tax Foundation’s State Tax 
Competitiveness Index. No state fell as far.

Until Oregon ensures that its tax and 
budget policies are sustainable, it will 
continue to lose people and business 
investment to more competitive states.

Oregon’s problems are 
largely self-inflicted, 
which means they can 
be self-corrected.
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Oregon Competitiveness
Agenda Recommendations 

Economic and Business 
Development

Create a Statewide Economic 
Development Strategy

To better compete with other states for 
business investment, Oregon should establish, 
fund and regularly update a statewide 
economic development strategy. The strategy 
must be actionable and implemented, 
leveraging historical and traded-sector 
strengths while creating a future-focused 
economy. Oregon’s economic development 
strategy must include competitive support 
for the Strategic Investment Fund, a more 
competitive array of incentive programs and 
statewide access to opportunity zones. 

Create a Department of Commerce

The creation of a Department of Commerce 
with elevated authority and direct access 
to the governor and other agencies 
could help restore focus on economic 
development and growth. The department 
should be holistically created to look at 
data, workforce, retention and recruitment 
needs, along with key programming for 
business and economic development. 

Improve International Trade 
Competitiveness 

To improve international trade competitiveness, 
Oregon needs to develop a world-class 
trade strategy that leverages existing 
strengths while preserving the ability to 
capitalize nimbly on opportunities created 
by evolving global markets, supply chains 
and U.S. trade policy. This will require 
enhanced strategic focus and expertise. 

Reform the Recycling Modernization Act 

The rushed passage and implementation of 
the highly complex Recycling Modernization 
Act have led to confusion, low participation 
and high costs. The program should be 
reformed in a way that creates consistency 
with programs in other states, simplifying 
compliance for affected businesses and 
improving awareness among consumers. 

Reset Prevailing Wage Application

Oregon’s policies governing the application 
of prevailing wage rates need to be brought 
into line with the original intent of the program. 
Determinations requiring prevailing wages to be 
paid on privately owned projects have stalled 
the development of affordable housing and 
badly needed daycare facilities in many cities, 
causing negative reverberations throughout 
the economy. Prevailing wage determinations 
should be limited to projects with direct public 
ownership, and thresholds should be updated 
to reflect the rising cost of construction.  

Protect the Sanctity of Private Contracts 

Businesses rely upon the enforceability 
of contracts entered into voluntarily. 
Such contracts ensure predictability and 
accountability. The Legislature should revisit 
laws that have eroded the ability of private 
parties to enter into and enforce contracts. 
For example, indemnity clauses between 
businesses are standard contract provisions 
but were targeted by recent legislation even 
though they do not affect remedies available 
to injured parties. Oregon must reverse its 
trend eroding the ability of private parties to 
enter into contracts and to enforce existing 
contracts, which violates the Constitution.  

Many concepts below fit into multiple categories. We’ve placed proposals 
where they work best given the priorities described above.
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Apply Common Sense to Trade 
Practice Regulation 

Oregon should take a common-sense 
approach to determining what constitutes 
deceptive marketing or trade practices. To 
that end, the Legislature should restore the 
legal standard previously recognized by 
courts that requires actual harm that stems 
from a reliance upon specified marketing 
communications. Merely alleging that a 
marketing statement could be deceptive 
without any identifiable harm will further clog 
the state’s overburdened court system. 

Fund Industrial Site Readiness

To compete with other states for industrial 
investment, Oregon must provide usable 
sites as well as development pathways that 
will allow communities to respond nimbly 
to economic opportunities. To that end, 
Oregon must fund site readiness aggressively 
in partnership with local governments 
and economic development agencies. 

Incentivize Employer-Supported Childcare

Oregon’s shortage of affordable childcare 
hurts both families and employers. 
Unable to afford childcare, many parents, 
particularly women, reduce work hours 
or stop working, exacerbating labor 
shortages. Reinstating Oregon’s expired 
tax credit for employer-provided childcare 
assistance would mitigate the problem. 

Expand the R&D Tax Credit

Oregon’s lack of a broad-based research 
and development (R&D) tax credit places the 
state at a competitive disadvantage. Oregon 
could improve its competitiveness by allowing 
businesses in all sectors to access a reasonable 
R&D tax credit as a companion to the credit 
created in 2023 for the semiconductor industry. 

Increase Rural Healthcare Tax Credit

Expanding healthcare access in rural areas 
would improve the quality of life for residents 
while encouraging business investment. To 
that end, the Legislature should increase 
the rural healthcare tax credit to $10,000 
annually and eliminate income limits for 

participating providers. Such a change 
would encourage more medical and dental 
practices to operate in rural areas. 

Expand Job Creation Tax Credit

To spur job creation, an area of persistent state 
weakness, the Legislature should enhance 
the modest job creation tax credit adopted in 
2026, which on its own will have little effect. 
Doing so would encourage the hiring and 
retention of career-wage employees while 
helping employers compete with peers in 
other states for workers in critical industries. 

Expand Capital Equipment Incentives

Oregon’s incentives for capital equipment 
are limited geographically through discrete 
state programs. The state should expand 
eligibility by eliminating property taxes on 
new capital equipment used in manufacturing 
for five years. Such an expansion would 
encourage investment in the state and support 
Oregon’s struggling manufacturing sector. 

Modernize Oregon’s Land Use System

Oregon’s land use system, now more than 
50 years old, must be revisited to ensure 
that Oregon provides adequate land for 
residential and business development. The 
appeals process, which is used often as a tool 
to limit land availability, deserves particular 
attention. Cities need more flexibility to 
add land to urban growth boundaries and 
engage in land swaps supported by their 
residents. Further, the system’s goals must 
be updated to address current needs. 

Adopt Policies That Encourage 
Housing Production

Oregon’s expensive housing limits the state’s 
appeal for existing and potential residents, which 
in turn exacerbates Oregon’s workforce shortage 
and discourages business investment. Oregon 
should reduce market-distorting regulations 
that have constrained housing production 
and affordability, including rent control, design 
review, affordability set-asides and inclusionary 
zoning. Instead, the state should encourage the 
production of the full range of housing through 
faster permitting, streamlined regulations and 
a more predictable development process.
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Tax and Fiscal Policy

Improve Budget Forecasting 
and Accountability

Oregon should take a long-term approach 
to budgeting, looking at 10-year models 
(at a minimum) to understand the multiyear 
effects of budget decisions, the future needs 
of departments and agencies and to create 
more sustainable biennial budgets. Budgeting 
should be tied to measurable outcomes, and 
programs that fail to produce these outcomes 
after five years should be discontinued. 

Budget Sustainably

Per-capita state spending has far exceeded 
the rate of inflation over the past 20 years, even 
during years of modest economic expansion. To 
moderate the growth of Oregon’s budget and the 
burden that growth places on state taxpayers, 
Oregon should link allowable spending growth 
to a measure of economic growth such as 
GDP. Additionally, the state should begin using 
one-time funding only for one-time programs 
and avoid adopting targeted revenue schemes 
that increase other fund revenue for the purpose 
of offloading general fund obligations.

Pursue Comprehensive Tax Reform

Oregon’s imbalanced revenue structure creates 
instability in forecasting while discouraging 
economic growth. The Legislature should 
follow the Governor’s Prosperity Council’s 
recommendation to evaluate Oregon’s 
tax structure, assess its attractiveness for 
business investment and make reforms 
that would stabilize state revenue. 

Eliminate Business Tax Redundancy

Oregon’s redundant corporate minimum tax 
reduces the state’s competitiveness. The 
corporate activity tax (CAT), adopted in 2019, 
serves the same role as the corporate minimum 
tax by requiring businesses to pay regardless of 
their profitability. The Legislature should eliminate 
the corporate minimum tax, whose persistence 
increases costs, creates unnecessary compliance 
obligations and encourages confusion.

Provide CAT Relief

The CAT kicks in at $1 million in sales, regardless 
of profitability. As a result, many small businesses 

shoulder significant compliance costs while 
generating little CAT revenue. Increasing the CAT 
threshold to $10 million would ease compliance 
and tax burdens for roughly 85% of CAT payers. 
Oregon can afford to provide this relief. The CAT 
is expected to generate more than $3.4 billion 
during the 2027-29 biennium. That is well beyond 
the $2 billion collected in its first full biennium 
and more than enough to cover this relief. 

Reduce CAT Pyramiding

Because the CAT applies at every step in the 
supply chain, its effects compound (or pyramid), 
inflating costs for businesses and consumers. 
To mitigate this effect, the Legislature created 
a partial subtraction for either the costs of 
goods sold or the employment costs borne 
by CAT payers. Increasing the value of the 
subtraction from 35% to 50% would further 
reduce costs for businesses and consumers. 

Affirm CAT Pre-Emption

The legislation creating the CAT prohibited 
the establishment of local gross 
receipts taxes to protect Oregonians 
from compounding tax burdens. Some 
groups have sought to circumvent this 
prohibition. The Legislature should affirm its 
prohibition on local gross receipts taxes.

Reduce Tax Bracket Creep

Because current law does not adjust the 
highest personal and corporate income tax rate 
thresholds for inflation, taxpayers experience 
“bracket creep,” in which the amount of 
income subject to taxation grows without any 
corresponding increase in purchasing power 
for the taxpayer. This phenomenon discourages 
business investment in Oregon. Tax thresholds 
should be reset and permanently adjusted 
for inflation, as they are at the federal level. 

Reduce Personal Income Taxes

Oregon’s personal income tax structure 
significantly burdens low- and middle-income 
earners, exacerbating the effects of the 
state’s high cost of living. The state’s second 
highest personal income tax rate, 8.75%, 
kicks in at only $10,750 of taxable income 
and affects nearly three-quarters of state 
taxpayers. In addition to indexing tax brackets 
(see above), legislators should expand the 
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range of income taxed under each personal 
income tax bracket and ensure that modest 
income is not taxed heavily relative to other 
states. Easing Oregon’s income tax burden 
would help businesses recruit employees. 

Double the Standard Deduction

Oregon families face significantly higher 
costs for food, energy and other general 
household expenses than families in 
most other states. The Legislature should 
double the standard deduction available on 
personal income tax filings in recognition 
of Oregon’s high cost of living. 

Restore Federal Tax Connection

Oregon should allow businesses to take full 
advantage of three provisions of federal tax 
law that encourage investment but were 
stripped from Oregon’s tax system in recent 
years. These are bonus depreciation, which 
allows businesses to depreciate capital assets 
immediately; qualified small business stock 
exclusion, which encourages investment in 
emerging businesses; and the qualified business 
income deduction of up to 23%. Restoring these 
simple provisions will better align Oregon with 
other states competing for business investment. 

Update the Estate Tax

Oregon is one of only 12 states that levy estate 
taxes, and its $1 million threshold is the nation’s 
lowest. This forces heirs to sell family businesses 
or homes simply to pay the tax obligation. Many 
older Oregonians leave the state to protect 
their heirs. To encourage the intergenerational 
survival of family businesses and provide relief 
to Oregonians, the Legislature should adopt 
the federal threshold, which in 2026 was 
approximately $15 million for individuals. 

Establish Local Tax Limits

Local income taxes imposed in the Portland 
metro area have significantly raised costs for 
affected businesses and individuals in recent 
years. Between 2019 and 2023, taxes paid 
by Portland businesses increased by 82%. 
Meanwhile, Portland’s marginal income tax 
rate for individual income over $125,000 
is, at 13.9%, the nation’s second highest. 
Compliance is difficult as well because local 
income taxes use definitions that differ from 

those used for state taxation. The region’s 
increasing tax and compliance burdens 
incentivize people and businesses to relocate. 
The Legislature should limit local income taxes.  

Align Understatement Tax Penalty

Oregon’s threshold for “substantial” 
understatement of net taxes is a national 
outlier and leads to penalties not imposed 
in similar circumstances elsewhere. Oregon 
should align its threshold with those in 
other states and raise the “substantial” 
understatement threshold from its 
current level, $2,400, to $1 million. 

Repeal Tax on Intangible Property

By including the intangible value of centrally 
assessed assets in property valuations, 
Oregon has become a national outlier. 
Because the state may use stock and debt 
when determining property value, businesses 
shoulder tax burdens that discourage 
investment in Oregon. Exempting intangible 
property from the central assessment formula 
would improve the state’s competitiveness by 
bringing it in line with the rest of the country. 

Repeal the Throwback Rule

Oregon’s throwback rule increases costs for 
Oregon-based businesses by taxing income 
derived from untaxed sales in other states. This 
rule places Oregon businesses at a competitive 
disadvantage, and repealing it would 
encourage businesses to invest in the state. 

Focus Transportation Funding 
and Complete Projects

A functioning transportation system is essential 
to the health of Oregon’s economy—it is 
necessary to safely and effectively move people 
and goods. The state’s system for transportation 
infrastructure funding must address the realities 
of moving goods and people while prioritizing 
economic growth. Methods of funding the 
transportation system must be equitable and 
ensure that all vehicle types, irrespective of 
fuel source, share costs commensurate with 
their use of the transportation system and 
reasonable nexus to the expenditure. Major 
projects must be well managed, delivered 
on time and devote adequate funding to 
maintenance, congestion relief and safety. 
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Regulatory Practices 

Replace the Climate Protection Program 

Oregon should establish an economy-wide, 
market-based program to regulate greenhouse 
gas emissions that can be linked with cap 
and invest programs in Washington and 
California. This would help the state achieve 
climate goals, provide access to larger carbon 
markets, minimize costs to regulated entities 
and maintain economic competitiveness. 
Such a program should replace two existing 
policy outliers, the Climate Protection 
Program and 100% Clean Electricity (HB 
2021), leading to regulatory consistency, 
compliance flexibility and cost containment 
for regulated entities and Oregonians. 

Reform Cleaner Air Oregon 

The most stringent air toxics regulatory 
program in the nation, Cleaner Air Oregon 
is a regulatory outlier that creates significant 
burdens without commensurate improvements 
in air quality. The program overestimates 
risk from air emissions and bases regulatory 
requirements on modeling and assumptions 
that are not based on real-world scenarios. 
The lengthy compliance process has 
focused unproductively on many facilities 
with negligible emissions, delaying the 
assessment of hundreds of other facilities 
subject to the program.  A similar program 
in Washington should serve as a model 
to streamline Cleaner Air Oregon, which 
should adopt off-ramps for facilities under 
specific thresholds and focus more intently 
on facilities that exceed specific thresholds.

Reduce Regulations by 20% 

Between 2022 and 2023, state regulations 
grew by 5.6%, a rate at which regulations 
would double by 2036. Such rapid expansion 
creates compliance challenges for businesses 
and encourages them to expand in other 
states, limiting job opportunities for Oregonians 
and revenue for state services. Policymakers 
should seek to reduce regulations by 
20% by 2030 and create a process to 
ensure that regulations undergo regular 
review to ensure efficacy aligned with cost 
sustainability and state agency resources.  

Adopt an ‘Arbitrary and Capricious’ Standard

Oregon is one of a handful of states that do 
not require agencies to act with at least a 
baseline “arbitrary and capricious” standard 
when adopting regulations. An arbitrary and 
capricious standard, also used in the federal 
Administrative Procedures Act, requires 
decisions to be reasonable, have rational bases 
and consider important facts. The absence of 
such a standard allows Oregon agencies to 
depart further from legislative intent than those 
in other states and the federal government. 
Affected businesses and individuals have little 
recourse. Oregon should adopt an arbitrary 
and capricious standard, something Oregon’s 
attorney general has invoked in dozens of 
lawsuits against the federal government. 

End Moving-Target Permitting 

Businesses applying for permits struggle 
to manage shifting permit requirements. 
To address this problem, agencies should 
provide clear regulations, agency guidance 
and internal management directives for each 
permit type. Agencies also should be barred 
from requiring permit applicants to comply with 
requirements that were neither in effect nor 
provided before the application was submitted.  

Eliminate ‘Underground Regulations’ 

Executive agencies often deploy nonbinding 
explanatory documents such as internal 
management directives, policy memoranda, 
technical guidance and implementation 
manuals as though they were established law. 
Such nonbinding documents have appropriate 
uses, but should not be presented to regulated 
entities as if they have the force and effect 
of law. Doing so creates “underground” or 
“de facto” regulations without proper process. 
Unfortunately, Oregon has fewer safeguards 
than other states to prevent the misuse of 
nonbinding documents. Policymakers should 
adopt appropriate transparency measures, 
establish clear statutory limitations and 
maintain consistent legislative oversight. 

Improve Rulemaking Committee 
Balance, Transparency

Rulemaking advisory committees (RACs) 
guide the implementation of laws that 
affect the well-being of Oregonians and 
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state businesses. Given the influence these 
committees wield, their composition must 
be balanced and include representatives of 
regulated and directly affected industries. 
Additionally, RAC meetings should be open 
to the public and include opportunities for 
public comment. RACs should be convened 
for all rulemakings that could produce 
substantive new requirements, changes 
to compliance obligations or increased 
costs for agencies or regulated entities.  

Use Best Practices to Minimize 
Regulatory Burdens

Oregon’s tendency to adopt unique and 
complex policies increases cost and 
compliance burdens for state businesses. 
To improve competitiveness, policymakers 
should evaluate proposed statutes and 
administrative rules against comparable 
policies in other states and carefully weigh 
the costs and benefits of Oregon-specific 
departures. The state should apply this 
same approach to existing policies with 
the goal of aligning Oregon regulations 
with national best practices and minimizing 
unnecessary complexity and cost. 

Create a One-Stop Rulemaking Website

Rule postings are often difficult for the 
public and regulated entities to access and 
track. For that reason, it can be difficult for 
Oregonians to develop an understanding 
of regulatory requirements across agencies 
and, ultimately, to engage effectively in the 
rulemaking process. To improve transparency, 
the secretary of state’s rulemaking site 
should become a user-friendly one-stop 
shop with information about all proposed, 
active and recently completed rulemakings.  

Enforce Standards for State Rulemaking

Oregon’s rulemaking manual is written for 
attorneys and experienced agency rule 
writers and is difficult for people less familiar 
with the rulemaking process to navigate. 
The Department of Administrative Services 
and Department of Justice should jointly 
develop a rulemaking manual that uses 
plain language, providing procedures for 
notices, supporting documentation, public 
comment processes and adoption. They 
should also provide training for agency staff.

Adopt a Less Punitive 
Approach to Compliance

Oregon should move away from its punitive 
approach to regulatory compliance in favor 
of an approach that rewards excellence, 
spotlights needed improvements and 
provides guidance in making them. Such 
a shift would make enforcement less time-
intensive and costly for both state agencies 
and businesses and would allow enforcement 
to focus where it is most needed.

Improve Rulemaking Notices

Every proposed and final rule should be 
accompanied by a plain-language summary of 
the intent and need for the rule. The relevant 
agency should provide documentation 
or links to documentation supporting the 
rule. Notice of rulemaking should identify 
the underlying problem the agency is 
attempting to solve as well as the authority 
granted to the agency to issue the rule. 

Require Thorough Cost Analyses 
for Proposed Rules

Proposed rules must include robust fiscal 
analyses of implementation, compliance and 
administration costs.  The analyses should 
describe affected industries, the total number 
of businesses within each industry and 
the number of small businesses within the 
industry. Agencies should provide the total 
economic and compliance cost impact on 
businesses, including direct expenses, fees, 
compliance costs and opportunity costs. 
Agencies should submit a report to budget 
and policy committees for any rules that would 
have a fiscal impact exceeding $250,000 
for an individual or single entity or $5 million 
for a group of people or regulated entities. 

Provide Plain-Language Rule Explanations

Rules are often difficult for regulated entities 
and the public to understand. Every final 
rule should be accompanied by a plain-
language explanation, answers to frequently 
asked questions, supporting documentation 
and contact information for questions. If the 
rule refers to other laws or documents, the 
agency should provide the documents or links 
to them. The agency also should provide a 
summary of comments received and address 
common themes, potential alternatives and 
its reasons for rejecting or accepting them.
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Government Accountability 
and Operations

Hold State Accountable for 
Educational Outcomes 

A well-functioning education system prepares 
students to join the workforce, improves 
community livability and attracts young families 
interested in relocating. Despite spending 
more per student than most states, Oregon 
has among the lowest reading and math 
scores in the country. The Legislature must 
tie school funding to measurable outcomes 
and hold the Oregon Department of Education 
and local school districts accountable for 
performance related to state goals. 

Assess and Improve Oregon’s 
Air Quality Programs 

Oregon’s Title V and Air Contaminant Discharge 
Permit programs consistently fail to issue 
permits, renewals and modifications in a timely 
manner despite soaring fee collections. Title 
V fees increased by 83% in 2023, yet 63% of 
permits are expired as of summer 2026. Many 
states issue permit decisions far more quickly 
and less expensively than Oregon. The state 
should commission a comprehensive third-party 
assessment of its air permitting programs to 
identify the causes of delays and ways to address 
them. Additionally, existing permit holders should 
not be asked to pay higher fees simply because 
the pool of permit applicants has shrunk. 

Refund Permit Fees for Processing Delays 

Permit applications must pay fees when they 
submit completed applications, yet Oregon 
consistently fails to process those applications 
in a timely manner. To establish accountability, 
the Legislature should require agencies to refund 
fees when agencies fail to process permits within 
established time frames. Applicants should 
receive refunds within 30 days of a request along 
with a timeline for the agency to complete its work. 

Adopt Fast-Track Permitting

Building on work started in 2026, Oregon 
should implement even more robust fast-track 
permitting processes for application to a wider 
range of economic development projects. 
Where possible, the process improvements 
developed through fast-track permitting 
should be applied across state agencies to 

improve efficiency and support economic 
development in all permitting processes. 

Provide Certainty in Tax Controversies

Many states have worked to provide certainty 
to businesses through regulatory and court 
processes. Oregon should become a national 
leader in providing certainty in tax disputes. 
Like other states, Oregon allows its Department 
of Revenue to appeal state Tax Court filings 
to the state Supreme Court. Oregon should 
improve certainty for businesses and establish 
a competitive advantage by requiring the 
Oregon Department of Revenue to accept the 
determinations of the Oregon Tax Court while 
preserving the right of businesses to appeal 
adverse decisions to the Oregon Supreme Court.

Prioritize Administrative Remedies

Oregon should require plaintiffs to exhaust 
administrative remedies before pursuing lawsuits. 
Assuming an agency has the authority to address 
and remedy a complaint or alleged violation, this 
pathway should be used as a default, alleviating 
burdens on the state court system and providing 
greater certainty and consistency for businesses. 

Award Attorney Fees to Prevailing Parties

Courts are intended to take a balanced approach 
to adjudicating civil disputes. Contrary to that, 
several statutes create imbalance in the system 
by allowing plaintiffs who initiate lawsuits to 
collect attorney fees if they win a case while 
barring defendants from collecting them if they 
prevail. State policy should not favor one side in 
civil litigation between private parties, yet these 
laws tip the system in favor of plaintiffs. The 
Legislature should eliminate provisions favoring 
the award of attorney fees for plaintiffs and, 
instead, restore balance by allowing whichever 
party prevails to petition a court for attorney fees. 

Allocate Unclaimed Settlement 
Funds Appropriately

Oregon businesses should not be required to 
subsidize future lawsuits against themselves. 
However, due to the allocation of unclaimed 
settlement funds to litigation-focused groups, 
they do. Policymakers should amend 
the Oregon Rules of Civil Procedure to 
divide unclaimed settlement funds equally 
between the Oregon State Bar to support 
the Legal Services Program and an account 
to support public defense attorneys. 
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Require Legal Cost Transparency

Oregonians deserve greater transparency about 
the use of public funds for litigation and legal 
proceedings. The Legislature should require 
the online publication of public expenditures 
for legal costs, including those paid to the 
state Department of Justice as well as all 
outside counsel. Reported expenditures should 
include settlements and other awards paid. 

Help Cities Address Unsanctioned Camping

Unsanctioned camping threatens the safety 
and livability of cities across the state while 
creating inhumane and unsanitary conditions 
for homeless people. Yet, a 2021 law (HB 
3115) makes it unnecessarily difficult for cities 
to steer homeless people toward services 
and to improve public safety. The Legislature 
should repeal or significantly modify HB 3115. 

Require NGO Transparency, Accountability

Oregon should require performance-based 
contracts for non-governmental organizations 
(NGOs) that receive public money to deliver 
services. Contracts should identify clear 
outcomes, require transparency and ensure 
accountability. Such organizations should be 
apolitical and nonideological and focus solely 
on achieving contract-based outcomes. 

Use AI to Improve Agency Efficiency

Where appropriate, Oregon should use 
AI to speed up permitting and other 
document- and text-heavy processes.  While 
many functions will continue to require 
human involvement, AI tools can help 
streamline initial review, summarization, 
data analytics and customer support.

Employment and  
Workforce

Allow Recruitment, Retention Bonuses

The Oregon Equal Pay Act’s treatment of 
bonuses places Oregon employers at a 
competitive disadvantage, leaving them ill-
equipped to compete with other states that 
court Oregon employees, often offering 
remote work options, lower taxes or greater 
affordability. To help Oregon compete, the 
Legislature should ease the Oregon Equal Pay 
Act’s restrictions and align with other states.  

Encourage Public-Private 
Workforce Partnerships

The state should streamline regulatory systems 
and create incentives that encourage public-
private partnerships to provide workforce and 
job-readiness training. Areas of focus should 
include vocational training, on-the-job skills 
development, paths to job readiness in K-12 
education, basic skill development and the 
transferability of higher education credits. 

Streamline Interstate Licensure Compacts

Oregon has one of the most onerous interstate 
workforce licensure regimes in the country. 
Licensure for healthcare professions is 
particularly burdensome relative to other states 
on the West Coast. Reducing duplicative 
and burdensome licensing requirements 
will help Oregon attract workers.

Ease Limits on Overtime

Oregon’s prohibition on certain types of 
agricultural and manufacturing overtime 
limits productivity and unnecessarily 
restricts the freedom of workers to earn 
more money. It also ignores the reality of 
Oregon’s persistent workforce shortages. 
Oregon should let employees make their own 
decisions about their livelihoods and restore 
the ability to safely earn additional wages.  

Apply Common Sense to Employee Breaks

It is difficult for employers and employees 
to calculate meal and rest breaks with the 
precision Oregon law requires. A common-
sense approach would allow for calculations 
to be rounded, recognizing that employees 
may cut breaks short or extend them slightly. 
Additionally, other states allow employees 
who rely upon tips to return to work early 
without subjecting their employers to 
potential sanctions. Oregon should as well. 

Repeal Outdated Family Leave Laws

Oregon’s employers negotiated in good faith 
during drafting and passage of Paid Leave 
Oregon (PLO) in 2019. At the time, all involved 
understood that PLO would overlap with the 
state’s pre-existing leave policies only until it 
was fully implemented and adequately funded. 
Now that PLO has been in effect for multiple 
years, legislators must simplify compliance for 
employers by repealing outdated leave statutes. 
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