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Bank of Oregon:

                                Putting our money to work for Oregon

How it works now: Oregon contracts with numerous banks, mostly large Wall Street

banks, for a variety of financial services. The state pays fees for a range of bank services and receives interest on deposits. Most of the state money on deposit with 

these banks is invested in out of state ventures, doing very little to grow Oregon’s economy. 

A state bank would provide the opportunity to leverage the state’s financial resources, increase lending to Oregon businesses and reduce our banking expenses while providing a unique financial partner for Oregon’s community banks and credit unions. 

Why do we need a State Bank of Oregon?

· Invest Oregon’s tax dollars…in Oregon!

· Boost economic development far beyond current levels

· Support community banks and credit unions

· Save taxpayer dollars and create revenue

1.  Invest Oregon’s tax dollars in Oregon!

· Use the state’s cash reserves to stimulate the economy. Right now, the state deposits money with commercial banks, mostly large Wall Street banks. Those banks invest much of that money in out of state ventures. With a state bank, those dollars, potentially $10 billion per year, would be deposited in the state bank and invested in Oregon businesses.  
· Increase lending to Oregon’s small businesses. Access to capital is crucial for business development and success. Small businesses in Oregon have always turned to Oregon’s community banks for start up loans, lines of credit or financing major expansion projects. A state bank would help our community banks finance business lending, thus increasing the capital available to Oregon businesses. 
2.  Boost economic development far beyond current levels.  

· Oregon currently has xxx dollars available through a variety of economic development loan funds operated by various state agencies. Typically, the legislature appropriates a sum of money for the loan pool. The loan volume is limited by the amount of money in the loan pool. Coordinating economic development loans through a state banks would provide 2 main benefits:

· Substantially increase lending without increasing state investment. Unlike a loan fund operated through a state agency, a state bank would be able to make $100 M loans against $10 M in capital, thereby increasing loan volume 10 fold. 

· Fund economic development loans without tying up state resources. Because the loans would be made with state dollars on deposit in the bank, an economic development loan program would not require a specific allocation of state dollars. 

3. Support community banks and credit unions.  

· A state bank would act as a banker’s bank and would not operate retail branches or do direct lending. The purpose of a banker’s bank is to provide banking services to community banks, enabling them to provide a wider range of services to their customers and thereby compete with large banks. 

· The Bank of North Dakota provides a perfect example of a strong partnership between a state bank and independent community banks. With 93 state chartered banks, North Dakota has a thriving independent banking sector. 

4. Save taxpayers dollars and create revenue. 

· In addition to putting more money into circulation for Oregon business development, a state bank will save taxpayers money currently paid to Wall Street banks for basic banking services like writing checks and issuing EBT cards for state benefits such as unemployment. 
· A state bank would return a portion of its profits to the general fund. The Bank of North Dakota averages a profit of 26 to 27 percent of its equity. Half of those dollars are returned to the state general fund with the remaining retained as capital. Over the last decade, the BND returned $350m to the state general fund. 
Next Steps

Proponents of a state bank have recently completed an initial round of informational meetings with Oregon chartered community banks. The culmination of the initial planning phase was a video conference with the president of the Bank of North Dakota, a representative from the ND bankers association and representatives from a dozen (check facts) Oregon community banks. 

Efforts are now underway to draft legislation for the 2011 regular session. The legislation will establish the general framework and guidelines for the state bank. Formation of a state bank does not require any change to Oregon’s state constitution so the legislature has the authority to establish the legal framework for a state bank.

If you would like more information or want to be involved in the policy discussion contact …

