




weakening. Idaho is the only state in the region that looks like the
nation with both state income and sales taxes. The Division of Financial
Management's August Fiscal 2010 Forecast revises anticipated General
Fund revenue down from a .4 percent decline as of the February forecast
to a 3.7 percent decline. This type of scenario is likely to play out across
the nation forcing legislators and governors to make additional
adjustments.

MONTANA:
Montana's economy has held up better than the other regional states.
The year over year job decline in July was 7,400 jobs or 1.6 percent,
according to the Montana Department of Labor and Industry. Over the
month there was a seasonally adjusted employment gain of 2,700 jobs.
Annual gains in the major categories were evident only in education and
health services and government-a pattern seen in much of the nation.
Natural resources and mining jobs were unchanged but there were gains
in the mining sector. The state's July unemployment rate was 6.7
percent up from 4.5 percent in July of 2008.  

The Nelson A. Rockefeller Institute of Government State Revenue Report
showed that the decline in state tax revenues has been the steepest on
record with first quarter declines of 11.8 percent. Montana was the only
state in the region in which revenues rose. Montana had an increase of
3.2 percent with both personal income taxes and corporate increasing.
The only other states with gains were Iowa, Alabama, Wyoming, and
Nevada.  Washington's revenue decline was 9 percent, Idaho's was 14.3
percent and Oregon's was 19 percent.  

Montana farmers and ranchers saw an increase in net farm income in
2008 to $698.1 million up from $587.6 million in 2007. The value of grain
production rose by 34 percent to $1.2 billion helping to offset higher
input costs. As in Idaho, a replay is not imminent as reduced grain, and
meat prices impact revenues. Sugar beet production is expected to reach
1.1 million tons from 37,900 acres. Montana growers along with those
from Oregon are expecting record yields of beets.

OREGON:
Oregon's July employment estimates continued a
pattern of diminishing rates of decline with a 700 job
seasonally adjusted loss. The headline
unemployment rate fell to 11.9 percent from 12
percent. Over the month there were gains in
government, education and health and while
manufacturing, construction, leisure and hospitality
and finance saw large declines. The year over year job
count was down a net 98,200 or 5.7 percent. Annual
gains were again confined to education and health
services and government. The Oregon pattern
mirrored the nation in the moderation of the decline.
The Portland Metropolitan Area which accounts for
about half of total employment experienced a 300
job increase in adjusted employment and the
Employment Department noted that the since the
peak in January of 2008 metro area employment has
fallen by 5.9 percent.

The Oregon Legislature increased income taxes for
upper income Oregonians and raised corporate taxes
as part of efforts to deal with weakened revenues
and rising spending. For individuals, rates were
increased for incomes over $125,000 ($250,000 joint
returns) with 2 new brackets (10.8 percent and 11
percent) and the ability to deduct a portion of
Federal Income Taxes paid was phased out-a less
visible tax increase. This means Oregon ties with
Hawaii for the highest marginal income tax rate in
the nation. In 2012 the 10.8 rates drop to 9.9
percent.  For corporations excise taxes were
increased along income tax rates.  Petitioners are
now seeking to force a public vote on the actions.
About 70% of Oregon income tax revenues came from
the top fifth of the taxpayers prior to the latest
increase in rates according to the Oregon
Department of Revenue. If the rates hold,
economists will have another experiment in how
people react to marginal income tax rates.

Oregon net farm income in 2008 according to the USDA was $872.4
million essentially unchanged from 2007's $875.1 million. In 2008 the
value of crops rose by $230.7 million, livestock products including milk
fell by $12.6 million, but expenses for manufactured inputs including fuel
and fertilizer increased sharply pulling down net income. Direct
government payments to the sector were flat at $124.8 million.

WASHINGTON:
Washington seasonally adjusted employment saw a 4,000 job increase in
July- the first increase in 7 months, according to Employment Security.
The unemployment rate declined by .1 of a percent to 9.1 percent. The
over the month strength was in education and health, business services
and government. On an annual basis the job decline was 4.2 percent or
125,000 jobs. Declines in construction and manufacturing accounted for
more than half of the net decline at a total of 67,900. The only sector with
an annual increase was education and health services. The highest
unemployment rates in the state were in Clark County (13.7%), Pend
Oreille (12.5%) and Longview (12.9%).

Washington is the nation's leading producer of apples with current
estimates indicating a 5.8 billion pound crop in 2009. This in unchanged
from 2008, but national production is expected to increase by 3.5 percent
largely on a 75 percent increase in number three producer Michigan to
1.05 billion pounds. Washington also leads the nation in the production
of sweet cherries. The USDA expected a Washington harvest of 180,000
tons up 80 percent from 2008. Oregon production nearly doubled.
Growing conditions in both states were excellent. Nationally production
was at an all time high, resulting in a sharp decline in prices.

High drama is taking place in Washington as Boeing is considering
opening a production line for the delayed 787 in South Carolina at a
former Vought facility that Boeing purchased earlier this year. Building
permits have been applied for inducing concern amongst Washington's
leaders. An additional facility would provide an alternative with possibly
better labor relations, but the supporting infrastructure and experienced
labor force would have to be developed. This decision is a major one for
the Puget Sound region which has been the only large aircraft final
assembly point in the nation.

IDAHO:
The July unemployment rate in Idaho was 8.8
percent-the highest since 1983. Year over year non-ag
wage and salary employment fell by 7 percent or by
46,100 jobs. Construction employment fell by net
13,000 jobs over the year while manufacturing
dropped by 9,200 jobs. Only government, education
and healthcare had annual gains. In the Boise-Nampa
Metro Area, wage and salary jobs dropped by 21,020
over the year or 7.7 percent. There were net
employment declines in all major sectors outside of
government. The Boise unemployment rate in July
was 10.1 percent down insignificantly from June's
10.2 percent.

Idaho net farm income in 2008 reached $1.84 billion
14.4 percent above the 2007 figure and almost double
2006's $938 million.  The value of crop production
soared offsetting increased input costs and a slight
decline in livestock production value. In 2009 farm
income is not likely to be a replay of 2008. As of July
potato, cattle, hay and wheat prices trailed 2008
levels. In the case of hay and milk, prices were down
over 40 percent. One exception to the diminished
prospects is that of sugar beets. Sugar prices have
increased; trade barriers restrict imports and both
acres and yields are expected to increase. Idaho beet
production will increase from 3.6 million tons in 2008
to 5.6 million in 2009.

One of the lingering issues in this episode is the fate
of state and local finance over an extended period of
weakness and structural change. The long cycle has
depleted reserve funds across the nation and all the
major sources of state revenue-sales, personal and
corporate income taxes have dropped. Legislatures
went home after budgeting, but revenues are still  
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