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Executive Summary
The Odessa economy has suffered some in recent years following the peak in
the oil and gas expansion in 2014, though the downturn has been notably
milder than in previous oil cycles such as the 1980s. Clearly, the vast oil
reserves of the Permian Basin have contributed substantially to the Odessaarea economy. However, the energy economy also involves significant
challenges. The primary impediments to future growth are the status of the
public education system and the issues that arise due to the cyclical nature of
the economy.
Economic Forecast
The Odessa MSA economy is expected to experience growth at a healthy pace
over an extended time period, though business cycles in intervening years are
likely.
o The population of the area is projected to expand by approximately
57,700 by 2040 and bring the number of residents to over 215,000.
o Employment is forecast to grow 1.70% yearly through 2040, resulting in
over 37,400 net new jobs.
o Real personal income and real retail sales are projected to increase by
3.81% and 4.13% per year, respectively, a pace that will support modest
increases in overall living standards.
Between 2016 and 2040, The Perryman Group projects that the services
component of the economy will rise from 29.67% to 35.47% of total
employment in the area. Mining will also likely become a slightly more
important source of jobs as a proportion of overall employment in the area as
the industry recovers and additional reserves are developed in response to
rising global demand and technological breakthroughs.
Occupational Forecast
The Perryman Group analyzed the current (2016) occupational composition, as
well as 2020, 2030, and 2040 projections.
o Over the 2016-2020 period, the major occupational group with the
highest demand for new workers (due to both economic growth and
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replacement needs) is construction and extraction occupations, with
1,875. Thousands more of these workers will be needed by 2040.
o For the 2016-2040 period, the major occupational group requiring the
largest number of workers (due to economic growth and replacement
needs) is food preparation and serving, with 12,398 needed in the
Odessa MSA, followed by office and administrative support with 10,770
and sales and related with 10,288.
o Some 8,062 workers with be needed in construction and extraction
occupations through 2040 (due to economic growth and replacement
needs), with another 7,402 required in transportation and material
moving occupations.
The Perryman Group also examined worker demand by educational
requirements. Over the 2016-2040 time horizon, TPG estimates that almost
13,700 workers with a Bachelor’s degree and more than 7,200 workers with an
Associate’s degree or some other type of postsecondary training will be needed
for growth and replacement needs in the Odessa MSA, with even higher
requirements for the region as a whole.
The occupational analysis points to some key insights into the Odessa
economy. Only 26.8% of the future jobs are projected to require some level of
training beyond high school, as compared to 32.7% for the state as a whole. This
finding suggests that the continuation of current patterns will result in the
area lagging behind the rest of the state in terms of workforce quality, which
poses significant challenges for desirable growth. In particular, these results
indicate the importance of enhancing the quality of the public school system in
order to support a higher overall level of performance in the labor force. As the
economy becomes more sophisticated and technological in nature, it will be
difficult to diversify the area in the absence of a high quality educational base.
Target Industries
The Perryman Group identified target industry clusters well suited to the
Odessa area. These industries combine favorable growth prospects and
linkages to existing industries and workforce capabilities. Although a primary
goal of economic development is to diversify the economy, it is nonetheless
prudent to seek ways to maximize the economic benefits of the area’s dominant
industry. The optimal strategy is likely one that involves seeking to develop
energy-related segments, but also focuses on industries which offer
diversification.
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Any successful economic development strategy builds from strengths. Due to
its location proximate to one of the most important oil and natural gas basins in
the world, Odessa has a clear incentive to optimize the economic growth and
stimulus that can come from that source of business activity. In addition, over
the past several years, the area has developed other cornerstone industries,
including health care.
The energy sector is evolving, with emerging challenges and technologies.
Challenges include scarce fresh water for drilling needs and environmental
concerns such as water usage and disposal of wastewater. New technologies
can both address these problems and enhance all aspects of the exploration and
production process. Odessa is well positioned to emerge as a center for the
future of the energy industry beyond the basic support of oil and gas drilling
and production.
In the Odessa MSA, the importance of the health care sector as a source of
economic activity has grown substantially in recent years. The relative
importance of health care in the Odessa economy (measured by employment)
has risen more than 54% over the past 15 years. The area is well suited to
leverage local educational resources and manufacturing skills to pursue the
rapidly growing medical equipment and devices sector.
Odessa is also well positioned to serve as a center for distribution, with some
realistic potential to be a hub for goods moving into and out of Mexico. Odessa
is situated relatively centrally between the east and west coasts on Interstate
20, which traverses major routes to the large east and west coast population
centers.
Several advanced industries would fit the local resource base quite well. In
particular, some of them are well suited for the training opportunities available
at various higher educational institutions in the area, while others are
supported by the existing industrial base.
In the course of conducting the various aspects of the target industry analysis,
the linkages among sectors also led to the selection of Metal Fabrication and
Transportation Support Services as potential target industries.
Potential target industries and the associated multipliers for the Odessa area
(which reflect the level of spinoff activity which could be expected) are
presented in the following table.
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Target Industries for the Odessa Area
Industry
Oil and Gas Support Sectors
Renewable Energy Manufacturing and Support
Environmental Equipment
Health Care Delivery
Medical Devices and Equipment
Distribution
Warehousing
Machinery Manufacturing
Chemical Manufacturing
Aircraft Maintenance and Parts
Data Processing
Metal Fabrication
Transportation Support Services

Local Multiplier
3.26
2.98
2.92
2.36
3.04
3.07
2.88
3.25
7.59
3.20
2.66
2.75
2.86

Source: The Perryman Group

Strengths: Factors which could Enhance Future Growth
Entertainment Options: The “creative capital” evident in the many arts and
entertainment options available in the community can be a significant
advantage in recruiting new businesses and retaining existing ones.
Downtown Redevelopment: Downtown redevelopment has become a
hallmark of many successful communities in recent years and has the potential
to serve as a catalyst for future improvements.
Mexico Initiative: Although a more focused and strategic approach is needed
and current political realities must be monitored, a strong and vital partnership
with Mexican firms and the Entrada al Pacifico corridor has the potential to
lead to notable opportunities.
Weaknesses: Factors which could Limit Future Growth
Ector County ISD and Education Issues: The challenges ECISD is facing
(described in a prior section) could be an impediment to improving the public
educational system, and the adequacy of public education is crucial to future
growth.
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Cyclical Economy Issues: The large base of energy industries is a definite
positive for the Odessa area economy. However, it also creates notable
challenges, and the degree to which they are dealt with affects future growth.
Recommendations
Support education at all levels, from early childhood through higher
education
o The success of the public school system in Odessa is critical to long-term
economic growth in the region as students graduate and become part of
the workforce. It is imperative that the public school system provide the
foundation for a sustainable and well-trained local work force
o Additionally, institutions of higher education play a significant role in
producing knowledgeable and skilled workers, who are essential for
further development and diversification of the regional economy as well
as providing the employees needed for an increasingly technological
energy sector. Higher educational opportunities are expanding and
markedly improving and can be a notable source of opportunity for the
area.
o A poor-quality system of public education can become a constraint on
economic development, eroding the quality of the workforce over time
and decreasing an area’s attractiveness to locating companies. It is
imperative for various groups within the community to understand the
importance to the overall community of a quality system of public
education and how all groups are affected (rather than just students and
their parents).
Continue efforts to form regional alliances to solve pressing problems
o A number of problems facing Odessa may be more easily solved through
regional cooperation. For example, the scarcity of fresh water is a
challenge throughout West Texas
Ensure the sufficiency of fiscal resources
o Ensuring the sufficiency of fiscal resources is a top priority. Although it
can be tempting to take actions to cap revenues or avoid new taxes, it
can lead to major problems over time.
Consider altering the sales tax for economic development
o Changing the sales tax for economic development to a 4B structure
would allow for using funds for additional types of projects and is worthy
of consideration.
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Enhance the role of energy companies in the community
o With the large number of major companies involved in oil and natural
gas exploration and production that have significant operations in
Odessa and the surrounding region, it would be beneficial to all involved
to work to foster cooperation between the industry and the community
toward mutual goals.
Continue to promote Odessa on a local, regional, national, and international
basis
o Quality of life and business advantages should be documented and
reported both in the community and elsewhere.
Increase involvement of diverse groups within the community
o Better outcomes can be achieved when people of various racial/ethnic
groups, income levels, backgrounds, professions, and ages are involved
in community efforts.
Serve as an advocate for the energy industry as appropriate, such as through
supporting educational efforts
o The perception of energy companies is not always positive, and many
people have little understanding of the industry. Educational efforts
might range from illustrations of how oil and gas companies are good
stewards of the land to descriptions of desirable environmental
properties of natural gas.
o Highlighting industry progress in various areas could improve the
cooperative spirit between the community and the energy industry, with
better outcomes in many areas.
Become more aggressive with political advocacy
o Many areas have benefitted from advocacy efforts with the State and
federal government. As a center for energy, the issues facing the Odessa
area are far-reaching, with implications for the economic performance of
the state and nation. Given the fact that neither the challenges nor
benefits are exclusively local in nature, there are clear arguments for
potential State and federal assistance.
Odessa’s Economic Development Efforts
The highly competitive environment characterizing modern economic
development virtually demands that communities and regions seeking
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continuing success actively pursue desirable locations and expansions and be
competitive with incentives and other location requirements.
The Perryman Group quantified the effectiveness of economic development
efforts based on investments of taxpayer funds and the related job gains. TPG
looked at all grants over the period since 1999, including those not directly
linked to job creation such as funds to universities or training programs. Grants
to companies that are no longer in business in the area were also included in the
outlays, although their activity is not a part of the current returns. The results
indicate an impressive annual return on economic development investments
of approximately 38.8%. Every $1 provided in incentives to companies in the
area generates $65 in total spending each year, $35 in output (gross product),
and $19 in income.
The bottom line is that Odessa’s economic development investments have
been extraordinarily effective. While, as expected, not every project has met
expectations, the overall track record has been exceptional.
Conclusion
The Odessa area’s economic future is clearly tied to energy, but it is important
to shift the understanding of that role from a narrower perspective of
traditional oil and gas and support to a broader, more forward-looking one
which includes other types of energy and evolving segments within oil and gas
exploration and production. At the same time, the area can benefit from
developing in other directions such as warehousing and distribution, healthrelated sectors, and several components of manufacturing and services.
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Introduction
Odessa has a long and proud heritage as a cornerstone of the West Texas
economy. It serves as a major hub of the domestic oil and gas industry as well as
a center of commercial activity for a
vast surrounding region. Because of
While fluctuations in energy prices are driven by the dramatic “boom and bust”
complex global phenomena and are
volatility that often characterizes
unavoidable, greater diversification of the
petroleum markets, local business
industrial base would help to partially insulate conditions are often subject to
the area from the inevitable cycles and increase severe cyclical patterns which pose
notable challenges. While some
growth prospects.
impressive successes in local
diversification have occurred in
recent decades, the area has numerous advantages and resources that could be
more fully developed.
The abundance of oil and gas in the Permian Basin determines that energy is
and will continue to be a defining aspect of the local economy over an extended
time horizon. Major discoveries and extensive drilling activity began in the early
1920s, and even now the full extent of the resource potential has yet to be
discovered. Nonetheless, there are notable opportunities to enhance the value
obtained from this sector as well as to foster additional sources of economic
activity which could be developed or expanded. While fluctuations in energy
prices are driven by complex global phenomena and are unavoidable, greater
diversification of the industrial base would help to partially insulate the area
from the inevitable cycles and increase growth prospects.
Any successful economic development strategy must both build from strength
and work to eliminate any avoidable impediments to progress. It must also look
over the horizon at emerging opportunities that can be a basis for future
growth. Through a systematic and data-driven analysis with accompanying
community commitment and support, effective approaches can be defined and
implemented.

Scope of The Perryman Group’s Analysis
The Perryman Group (TPG) was recently asked to analyze the current industrial
and demographic patterns in Odessa and the surrounding area and assist in
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developing an economic development strategy which builds from strengths and
explores emerging opportunities. This report, together with the associated
Appendices and a comprehensive electronic workbook, presents the results of
this analysis. The primary goal of this study is to address the question of how
best to proactively promote economic development in the Odessa-Ector
County area.
An initial phase of this analysis involved an examination of historical
performance in the local area and surrounding region, with particular attention
to recent trends. A detailed forecast for Odessa and the surrounding region was
developed to provide estimates of future employment by detailed industrial
category, population, income, output, and other key economic variables.
The Perryman Group also quantified current and projected employment by
occupation, including an assessment of the training requirements for various
professions, to help inform economic development strategy. These projections
can also be utilized to help shape education options to better meet future needs
and ensure a prepared workforce. Other aspects of the Odessa area were also
examined, including key industries and locational considerations. A list of target
industry clusters is provided, along with a rationale for their selection.
Meetings with community and business leaders were held to complement the
data-driven portions of this analysis and to capture information not readily
apparent from economic or demographic statistics. Local concerns and
priorities were thereby incorporated into this analysis. An assessment of key
patterns and conditions affecting future economic performance of the Odessa
area was also conducted, and recommendations are offered.
The result is a dataset which can be useful to the community, with detailed
projections of likely industrial growth as well as occupational needs. The
recommendations can help to tailor effective economic development
strategies, increasing the likelihood of success.
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Current Economic and Demographic Situation
The Perryman Group focused on the Odessa Metropolitan Statistical Area
(MSA—Ector County) and the Permian Basin Council of Governments (COG)
Region for purposes of this analysis. The Permian Basin COG Region is
comprised of 17 counties including Ector, Midland, and Howard counties; it
includes the cities of Odessa, Midland, and Big Spring, among many others.
Odessa is a key commercial center for much of the vast area. Although this
region is large, it represents a proper characterization for the workforce that is
available in the area, particularly with regard to the energy sector.

Recent Population and Employment Trends
The population of the area has been steadily rising for a number of years, with
the Odessa MSA expanding from fewer than 121,000 persons in 2001 to over
157,000 in 2016 and the Permian Basin Region increasing from approximately
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374,000 residents in 2001 to nearly 473,000 in 2016. The rate of growth was
somewhat greater during the peak years of the recent oil boom, but has
maintained an ongoing pattern of sustained gains.
The demographic composition of the Odessa MSA has experienced some
notable changes over the past five years. The percentage of total population of
Anglos has fallen from 40.1% in 2011 to 36.5% in 2015. 1 The Hispanic
population as a percentage of the total has risen by 3.25 percentage points
from 53.7% in 2011 to nearly 57.0% in 2015. The population in the 65 and older
age group as a percentage of the total has also increased over the last few
years, rising from 10.3% in 2011 to 11.1% in 2015.
Employment in the area has also risen since 2001, from about 64,000 workers
to an estimated 2016 level of nearly 92,000 in the Odessa MSA and from below
206,000 persons in 2001 to approximately 300,000 in 2016 in the Permian
Basin COG Region. However, employment in the region has contracted since its
peak in 2014, as the Odessa MSA has experienced an estimated decline of more
than 7,000 employed persons, whereas the Permian Basin COG as a whole has
suffered a projected reduction of over 20,000 workers. The losses in the
Odessa MSA are only about one-fifth as large as those observed in the early
1980s, despite comparable relative drops in oil prices and rig counts, a clear
indication that diversification has occurred.

1

Demographic data from the Texas Demographic Center, Age, Sex, Race/Ethnicity for State and Counties,
http://txsdc.utsa.edu/Data/TPEPP/Estimates/.
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Historical Population and Employment
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Source: Bureau of Economic Analysis and The Perryman Group.
* BEA data extend through 2014. Population and employment in 2015 and 2016 are based on
projections by The Perryman Group.

As with most parts of the United States, employment gains in the area have
been driven by growth in the services sector, which in turn is linked to overall
economic conditions. With the recent downturn in the energy sector,
employment has dropped in a number of sectors on a short-term basis.
The area compares well with other part pf the state in terms of median income.
The US Census Bureau reports that the median income for households in the
Odessa MSA was approximately $65,450 in 2015, up from $58,700 in 2014.2 In
comparison, median income for Texas as a whole was $55,653 in 2015, up from
$53,035 in 2014.3
The energy industry is the primary reason for the higher household income
levels in Odessa as well as the dramatic increases seen during the oil surge. A
study by the Federal Reserve Bank of Dallas found that between 2006 and
2014, the region’s nominal median household income grew by almost 60%,

2

American Community Survey 1-Year Estimates, U.S. Census Bureau, 2015,
https://factfinder.census.gov/faces/nav/jsf/pages/searchresults.xhtml?refresh=t#none.
3
US Census Bureau, 2015 and 2014 American Community Survey, 1-year Estimates.
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which was more than any other metropolitan area in Texas over that time
span.4

Recent Economic Performance and Employment by Industry
The Odessa economy has suffered some in recent years following the peak in
the oil and gas expansion in 2014, though the downturn has been notably
milder than in previous oil cycles such as the 1980s. (Further discussion of the
differences between the current period and prior cycles is included in a
subsequent section of this report.)
Wage and salary employment rose to 80,721 in 2014, up from 53,330 in 2001.
Due to the oil slump since 2014, employment has fallen, reaching 74,854 in
2016. Real retails sales have also decreased from $3.566 billion in 2014 to
$3.148 billion in 2016. Other key economic variables are shown in the table
below.

All private-sector industry groups experienced decreases in employment
between 2014 and 2016 with the end of the oil surge. The largest losses have
been in mining, as expected, falling from 12,397 in 2014 to 9,360 in 2016.
Even with these declines, employment remains substantially higher than in
2001 for most sectors. However, employments levels in nondurable
manufacturing, due primarily to the long-term decline in the local
petrochemical sector, and information, largely resulting from changes in
technology and service delivery, have declined significantly since 2001.

4

Midland-Odessa: Riding the Oil Booms, Seeking Fewer Busts, Federal Reserve Bank of Dallas, (n.d.),
https://www.dallasfed.org/research/heart/midland.cfm, p. 49.
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Energy Economy
Oil and gas production has long been a driver of economic activity throughout
the Permian Basin Region. Oil companies gained interest in the area following
significant discoveries in the early 1920s, and the area’s economy has been
largely reliant on the energy industry in the ensuing period of almost a century.
Moreover, the oil reserves in the Permian Basin have an extended likely
recovery period, due in no small measure to an ongoing technological
revolution in recovery methods and the discovery of major new deposits, and
the industry will be a cornerstone of the regional economy for decades to come.
The Permian Basin is the largest production region in the US, and with
technological advances such as hydraulic fracturing, the potential recovery has
increased dramatically. According to the US Energy Information
Administration, in January 2007, the Permian Basin total production was about
840,000 barrels of oil per day. By the end of 2012, advancements in technology
had boosted that number to more than 1.2 million barrels per day, a more than
40% production increase. Currently, more than 2.1 million barrels of oil are
produced by the Basin each day.5 Moreover, remaining resources may exceed
the amount which has been produced thus far. In fact, the area has the largest
known reserves in the US despite almost a century of substantial production.
Crude oil prices are expected to trend upward as markets normalize following
recent decisions by OPEC and other nations to curtail production, though it is
unlikely that the levels of the recent oil surge will occur in the near future.
Production and prices for natural gas are also expected to increase due to an
increase in consumption and enhanced export capabilities. Over a more
extended time horizon, the energy-intensive growth in the emerging countries
of the world will generate ongoing demand for energy resources as will a more
intensive use of natural gas in a developing global market.

Benefits and Challenges of an Energy Economy
Clearly, the vast oil reserves of the Permian Basin have contributed
substantially to the Odessa-area economy. The industry is known for well-

5

US Energy Information Administration, Drilling Productivity Report, January 2017,
http://www.eia.gov/petroleum/drilling/#tabs-summary-2, http://www.eia.gov/petroleum/drilling/xls/dpr-data.xlsx
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paying jobs, which is a primary reason for Odessa’s higher-than-average median
household income. In addition, a spectrum of energy industry support
businesses has developed in Odessa, providing more jobs and business activity.
However, the energy economy also involves significant challenges. Its cyclical
nature creates potential disruptions on several levels. Sizable swings in
business activity lead to difficulties with infrastructure, workforce, housing, and
schools.







Roadways built for typical needs become overcrowded in high oil
price periods.
When energy activity levels are high, workers are attracted by the
industry’s high salaries. Other businesses find it difficult to compete
for and retain quality employees, particularly in lower-margin
industries.
Housing and other accommodations ranging from hotels to RV parks
will be in short supply during an oil surge but can be oversupplied
during downturns.
For schools, upswings result in families moving to the area for job
opportunities, boosting enrollment. At the same time, some teachers
may leave the profession for higher pay in the oil industry; some of
them will not return.

Steps can and should be taken to mitigate some of these conditions, yet the
underlying cycles of the industry will remain a challenge for the area. The
impact of the oil and gas sector on the area is overwhelmingly positive and
brings enormous benefits to Odessa and the surrounding region, yet these
gains can be enhanced if these collateral issues are effectively addressed.
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Current Status of Public and Higher Education
The success of the public school system in Odessa is critical to long-term
economic growth in the region as students graduate and become part of the
workforce. Additionally, institutions of higher education play a significant role
in producing knowledgeable and skilled workers, who are essential for further
development and diversification of the regional economy as well as providing
the employees needed for an increasingly technological energy sector.
Although Ector County ISD is facing some challenges that need to be
addressed, higher educational opportunities are expanding and markedly
improving. The higher education resources can be a notable source of
opportunity for the area, but it is imperative that the public school system
provide the foundation for a sustainable and well-trained local work force.

Ector County Independent School District
The Ector County ISD has experienced notable growth in enrollment over the
past few years. Although there has been improvement in a few measures, such
as graduation rates, there are other signals that the school district is struggling.
The 2016 accountability rating for the district was “Met Standard,” but a
number of schools within the system did not perform well. Additionally, the
special education determination status was “Needs Substantial Improvement.”
Although the district met standard, there are some major concerns and room
for improvement. The district performed below the state and Region 18 for
percentages of students who performed at “Level II Satisfactory Standard or
Above” on the State of Texas Assessments of Academic Readiness (STAAR)
evaluations in virtually every category for every grade. The overall results for
all grades are illustrated in the following table.

14

Economic Development Strategy in the Odessa-Ector County Area

STARR Percent at Level II Satisfactory Standard or Above - All
Grades 2016
State

Region 18

Ector County ISD

All Subjects

75%

63%

58%

Reading

73%

63%

58%

Mathematics

76%

63%

56%

Writing

69%

58%

54%

Science

79%

68%

64%

Social Studies

77%

65%

59%

SOURCE: Texas Education Agency, 2015-16 Texas Academic Report Card.

The results for the percentages at postsecondary readiness standard show
Ector ISD well below the state level, and also below the Region 18 levels.

STARR Percent at Postsecondary Readiness Standard - All
Grades 2016
State

Region 18

Ector County
ISD

Two or More
Subjects

45%

30%

25%

Reading

46%

33%

29%

Mathematics

43%

27%

20%

Writing

41%

28%

24%

Science

47%

34%

30%

Social Studies

47%

34%

29%

SOURCE: Texas Education Agency, 2015-16 Texas Academic Report Card.

Ector County ISD officials recently released information showing that 50% of
all schools in the district have performed near a targeted range from August to
November. These results put the school district in correlation with standards
set by a statewide academic assessment. Even if all of these schools were “at”
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rather than “near” the targeted ranges, however, the district remains 10
percentage points away from the targeted 60% threshold set by the State of
Texas Assessments of Academic Readiness. 6 Although the results are
preliminary, they nonetheless indicate that improvement is needed. However,
the results also show variances across campuses with some preforming much
better than others.
The racial/ethnic distribution of students in 2015-2016 was 74.9% Hispanic,
18.9% White, and 3.9% African American, with all other ethnicities being less
than one percent each.7 For the State, the percentages were 52.2% Hispanics,
28.5% White, and 12.6% African American, with other ethnic groups ranging
from 0.1% to 4.0%. The percentage of economically disadvantaged students in
the Ector County ISD was 51.7%, compared to the state average of 59.0%. The
percentage of English language learners (16.5%) was also less than the State
level of 18.5%.

6

Panta, Silvio, “Academic Findings Presented to ECISD Board,” Odessa American,
http://www.oaoa.com/news/article_83d64784-e5bb-11e6-a32e-c374f23cbdb7.html.
7
All education performance data is from the Texas Education Agency, Texas Academic Performance Report, 2015-16
District Profile, Ector County ISD.
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Ector County ISD Snapshot of Selected Statistics
20112012

20122013

20132014

20142015

20152016

Students and Attendance
Total Students
Attendance Rate
Annual Dropout Rate, Grades 9-12
4-Year Longitudinal Graduation Rate
5-Year Longitudinal Graduation Rate1
Annual Graduate Count
Annual RHSP/DAP Graduate Count2

28,398
94.6%
3.4%
79.3%
N/A
1,324
1,039

29,575
94.3%
2.6%
78.9%
82.8%
1,203
969

30,796
94.4%
2.7%
81.9%
81.9%
1,247
1,021

31,900
94.7%
1.9%
86.2%
85.5%
1,244
991

31,434
94.3%
2.7%
86.1%
88.1%
1,418
1,146

43.3%
17.6%

39.5%
20.8%

41.5%
18.4%

41.2%
16.0%

45.2%
14.5%

3,253
1,697
11.3
34.6%
19.9%
15.0%

3,306
1,716
10.7
38.7%
20.6%
21.0%

3,367
1,762
10.4
40.6%
21.5%
18.7%

3,447
1,796
10.3
42.2%
22.9%
20.7%

3,790
1,995
10.0
46.6%
22.8%
18.0%

SAT/ACT Testing
Percent Tested
Percent Testing at or above Criterion3

Teachers and Staff
Total Full-Time Equivalent Staff
Total Full-Time Equivalent Teachers
Average Years of Experience
Percent with 5 or Fewer Years of Experience
Percent with Advanced Degrees
Teacher Turnover Rate4
Source: Texas Education Agency.
Note: attendance rate, dropout rate, longitudinal graduation rates, and SAT/ACT testing are from previous school year.
1
Not available for the 2011-2012 school year.
2
RHSP is Recommended High School Program; DAP is Distinguished Achievement Program
3
The percentage of the graduating class who scored at or above 1110 on the SAT or 24 on the ACT.
4

The number of FTE teachers no longer employed in the district in the fall of the school year but who were employed in the district in the
fall of the previous school year, divided by the number of FTE teachers during the fall of the previous school year.

Compared to the 2011-2012 school year, enrollment at Ector County
Independent School District (ECISD) schools had increased by over 3,500
students as of the 2014-2015 school year, and decreased slightly for 20152016. Although comparable official statistics for the current year are not yet
released, available data suggests that enrollment continues to remain
substantially unaffected by the recent downturn in oil and gas activity. Over the
same period, the graduation rate in the district made significant improvements,
rising to 86.1% in 2015-2016; paradoxically, however, the proportion of the
graduating class meeting or exceeding criteria scores for the SAT or ACT has
been declining for several years and is at alarmingly low levels.

Economic Development Strategy in the Odessa-Ector County Area
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ECISD Student Snapshot
Total Students

% Testing at or above Criterion*

4-Year Graduation Rate

35,000

100%

31,500

90%

28,000
24,500

79.3%

78.9%

81.9%

86.2%

86.1%

70%

21,000

60%

17,500
14,000

50%

28,398

29,575

30,796

31,900

31,434
40%

10,500

30%

7,000
3,500

80%

20%
17.6%

20.8%

18.4%

16.0%

14.5%

2014-2015

2015-2016

0

10%
0%

2011-2012

2012-2013

2013-2014
School Year

Source: Texas Education Agency.
* The percentage of the graduating class who scored at or above 1110 on the SAT or 24 on the ACT.

As an employer, ECISD faces challenges during high oil price periods, with wellpaying jobs in the energy sector not only attracting more families (and
therefore students) to the area but also enticing some teachers and other staff
out of education.
The level of teaching experience in the Ector County ISD is less than the overall
State levels, with 17.6% of teachers being beginning teachers in 2015-16
compared to 8.1% for the state. The percentages of teachers with 6-10 and 1120 years of experience are 16.6% and 21.7% respectively in the Ector County
ISD, compared to 21.7% and 27.3% in the two categories for the State. The
overall average number of years of experience of teachers in the Ector County
ISD is 10.0 years and for the State it is 10.9 years.
Approximately one out of five ECISD teachers during the 2013-2014 school
year did not return the following school year. Additionally, to replace these
instructors, ECISD has hired less experienced individuals; in fact, the percent of
teachers in the district who had teaching experience of five or fewer years grew
from 34.6% in the 2011-2012 school year to 46.6% in the 2015-2016 school
year.
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ECISD Teacher Snapshot
Total FTE Teachers

% with 5 or Fewer Years of Experience

% with Advanced Degrees

2,500

100%
90%
1,995

2,000
1,697

1,716

1,762

80%

1,796

70%

1,500

60%
50%
46.6%

1,000
38.7%

40.6%

42.2%

19.9%

20.6%

21.5%

22.9%

2011-2012

2012-2013

2013-2014
School Year

34.6%
500

40%
30%

22.8%

20%
10%

0

0%
2014-2015

2015-2016

Source: Texas Education Agency.

It is well known that ECISD has been struggling with a severe shortage of
teachers for several years, compounded by an influx of new students in the
district’s schools. Further, the steadily increasing burden of overcrowded
classes and shrinking State funding has fallen largely upon teachers and has
made it difficult for the district, and even Texas a whole, to maintain its current
body of teachers.8 Between 2010 and 2013, for example, the amount that
teachers in Texas have had to spend from their own salaries on supplies rose by
an average of $567 dollars per teacher.9 In the Odessa area, as the regional
economy expanded rapidly along with the oil industry, housing prices also rose,
placing many homes out of reach for those earning a teacher’s salary.

8

Powell, Kim, Ector County School District Hiring More Teachers to Prevent Overcrowding, KWES NewsWest 9, July 28,
2014, http://www.newswest9.com/story/26135162/ector-county-school-district-hiring-more-teachers-to-preventovercrowding.
9
Smith, Morgan, As Teacher Pay Lags, Attrition and Class Size Grow, The Texas Tribune, July 11, 2014,
http://www.texastribune.org/2014/07/11/teacher-pay-lags-attrition-and-class-sizes-grow.
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In order to combat the severe teacher shortage that has developed over the
past few years, ECISD has implemented a number of critical measures. In 2014,
the district invested in apartment property with the intent of leasing to
prospective teachers, who otherwise might not be able to afford an apartment
in the metro area.10 Even with this investment, the district still had estimated
deficiency of 285 instructors leading up to the 2015-2016 school year despite
offering $3,000 signing bonuses and stipends to new teachers.11
Fortunately, ECISD was able to hire several teachers to fill the open positions
for the 2015-2016 school year, as evidenced by the sharp decline in the ratio of
students to full-time equivalent (FTE) teachers. This ratio had increased
steadily every school year from fall 2011 to spring 2015, even as the statewide
ratio was trending downward. For the 2015-2016 school year, the number of
students per FTE teacher fell from a high of 17.80 the prior school year to 15.94
in ECISD, although it continues to linger above the statewide average.

10

Powell, Kim, Ector County School District Hiring More Teachers to Prevent Overcrowding, KWES NewsWest 9, July 28,
2014, http://www.newswest9.com/story/26135162/ector-county-school-district-hiring-more-teachers-to-preventovercrowding.
11
Ector County ISD Addressing Teacher Shortage, KWES NewsWest 9, June 9, 2015,
http://www.newswest9.com/story/29280529/ector-county-isd-addressing-teacher-shortage.
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Students per Full-Time Equivalent Teacher
Ector County ISD

Statewide

18
16
14

15.42

17.80

17.52

17.28

16.81

15.50

15.40

15.29

15.94

15.26

12
10
8

6
4
2
0
2011-2012

2012-2013

2013-2014
School Year

2014-2015

2015-2016

Source: Texas Education Agency and Texas Higher Education Coordinating Board.
Notes: Full-time equivalent (FTE) teachers are measured such that part-time teachers are counted as
fractions of a full-time teacher based on the number of hours worked. For example, two half-time
teachers would count as one FTE teacher.

Although now on similar footing to the rest of Texas, ECISD’s challenge in
recruiting teachers gives rise to another consequence: lack of certification
among new teachers. The Texas Education Agency (TEA) issues temporary
permits to school districts which allow them to hire an instructor without
teaching certification, as long as the instructor has “any combination of work
experience, training and education, or industry credential related to the subject
matter he or she will be teaching.” In contrast to certification, teachers hired by
permit are not required to have bachelor’s or advanced degrees.12
During the 2012-2013 school year, the latest year for which the TEA has
collected data, nearly 7% of ECISD teachers, not including substitutes, did not
have state certification to teach—a proportion almost double that of the
previous school year. Texas as a whole, however, employed only 4.3% of its
non-substitute public school teachers via teacher permits during that school
year.

12

School District Teaching Permits, Texas Education Agency, (n.d.),
http://tea.texas.gov/Texas_Educators/Certification/School_District_Teaching_Permits.
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Proportion of Teachers Without Certification
8%
7%
6%

Statewide

5%
4%

Ector County ISD

3%
2%
1%
0%

School Year
Source: Texas Education Agency and Texas Higher Education Coordinating Board.
Notes: Texas school districts must obtain temporary permits from the state for each teacher without
certification until the teacher can complete the state-mandated requirements for certification.

Teacher shortages tend to cause school districts seeking to alleviate
overcrowding in their schools to hire instructors with less experience, such as
those without certification, those with alternative certification, or those
recently graduating from college. Texas began allowing alternative certification
programs in 1986, which gave individuals with bachelor’s degrees another,
more condensed route to becoming a teacher in the state.
Critics have argued that alternative certification impedes education quality by
employing instructors that are not adequately prepared.13 On the other hand,
proponents of the process contend that alternative certification programs
result in more diversity among the teacher workforce in areas including race,
gender, and real-world experience and that the programs actually improve the
quality of education. 14 While detractors also claim that teachers with
alternative certification have attrition rates that are far higher than those with

13

Alternative Teacher Certification, Education Week, August 3, 2004, http://www.edweek.org/ew/issues/alternativeteacher-certification.
14
The ‘Certified’ Teacher Myth, The Wall Street Journal, December 13, 2008,
http://www.wsj.com/articles/SB122912779960403217.
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traditional certification, supporters argue that alternative certification
programs are necessary to fill positions in subject areas such as science, math,
and bilingual education, which often have the greatest need for additional
teachers.15 Irrespective of the merits of these competing views, the recent
spike in teachers without certification in ECISD relative to the state is
indicative of the challenges confronting the district.
One factor improving the public education situation in the area is the Education
Foundation, which was founded in 2000 to support ECISD by helping improve
the culture of education. One of the original focus areas for the Foundation was
a Grants Program to fund innovative classroom projects that would not
otherwise be possible due to school district budget constraints; more than $2
million has been awarded to ECISD teachers throughout the district. More
recently, the Foundation has placed its primary emphasis on a number of
Literacy Initiatives in recognition of the key role that reading and
comprehension play in future learning capacity and long-range career potential.
The Foundation also provides scholarships to allow ECISD students to attend
Odessa College and The University of Texas of the Permian Basin, as well as an
incentive program which provides monetary rewards to schools for teacher
training and supplemental materials as students successfully complete
advanced placement exams. Without the support and contributions of the
Education Foundation, ECISD would be facing even greater difficulties.

The University of Texas of the Permian Basin
Odessa is also home to the University of Texas of the Permian Basin (UTPB),
which was founded in 1973.16 Recently, UTPB was ranked as one of the “top 50
schools in the nation with the most affordable online programs” by
BestColleges.com17 The university also earned fourth place on U.S. News and
World Report’s list of “low cost public online bachelors programs” and is the
first school in the state to offer a “bachelor’s degree in select majors” for only
$10,000.18 Furthermore, College for All Texans reported that UTPB is the

15

ECISD Seeking Teachers in Mexico, Odessa American, December 7, 2016,
http://www.oaoa.com/news/education/ecisd/article_81ae9f96-bc04-11e6-a83c-7725707b351a.html.
16
History, The University of Texas of the Permian Basin, (n.d.), http://www.utpb.edu/about/history.
17
Woodward, Travis, Spring Enrollment Up 15% Over Last Spring, The University of Texas of the Permian Basin, March 1,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/03/16/spring-enrollment-up-15-over-last-spring.
18
Woodward, Travis, Spring Enrollment Up 15% Over Last Spring, The University of Texas of the Permian Basin, March 1,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/03/16/spring-enrollment-up-15-over-last-spring.
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second least expensive public, four-year college in the state for tuition and
fees.19
UTPB set a record high for enrollment with 6,050 students enrolled for the
spring semester of 2016, a 15% increase in enrollment over the spring semester
of 2015; the increase has been attributed not only to the low cost of tuition and
the high-quality faculty, but also to the expansion of specific programs.20
Current data from the Texas Higher Education Coordinating Board indicate
enrollment of 5,937.
Engineering was among the programs that saw a substantial increase in
enrollment.21 It was announced earlier this year that the university was in the
process of expanding its engineering department to include a new aerospace
engineering program, which opened for the 2016 fall semester. 22 The
development of this program will help “grow the aerospace industry for the
Midland Spaceport.”23 The area has long had some of the characteristics that
were conducive to development of the aerospace industry, This sector was
identified as a potential target for the area by The Perryman Group in a study in
the early 1990s, and the recent Spaceport designation at the Midland
International Airport and upgrades to facilities at Schlemeyer Field in Odessa
further increase the likelihood of meaningful development in this area. The new
degree program will only enhance these prospects.
Overall, UTPB offers 32 undergraduate degrees, including a Bachelor of Arts
and a Bachelor of Science in numerous fields, including nursing, as well as a
Bachelor of Fine Arts, a Bachelor of Music, and a Bachelor of Social Work.24
Additionally, the university offers graduate degrees and certificate programs in

19

Woodward, Travis, Spring Enrollment Up 15% Over Last Spring, The University of Texas of the Permian Basin, March 1,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/03/16/spring-enrollment-up-15-over-last-spring.
20
Woodward, Travis, Spring Enrollment Up 15% Over Last Spring, The University of Texas of the Permian Basin, March 1,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/03/16/spring-enrollment-up-15-over-last-spring.
21
Woodward, Travis, Spring Enrollment Up 15% Over Last Spring, The University of Texas of the Permian Basin, March 1,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/03/16/spring-enrollment-up-15-over-last-spring.
22
Woodward, Travis, UTPB Hires STAR’s Aerospace Research, The University of Texas of the Permian Basin, August 12,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/08/12/utpb-hires-star-s-aerospace-researcher.
23
Woodward, Travis, UTPB Hires STAR’s Aerospace Research, The University of Texas of the Permian Basin, August 12,
2016, http://www.utpb.edu/services/president's-office/communication-special-projects/public-information/utpbnews/news-item/2016/08/12/utpb-hires-star-s-aerospace-researcher.
24
Undergraduate Majors, The University of Texas at the Permian Basin, (n.d.), http://www.utpb.edu/cas/undergraduatemajors; General Information, The University of Texas at the Permian Basin, (n.d.), http://www.utpb.edu/about/generalinformation.
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19 different fields, including Master of Arts, a Master of Science in Biology, and
a Master of Public Administration in Leadership.25
In addition, the UTPB Science, Technology, Engineering, and Mathematics
(STEM) Academy is a public charter school located on the main campus. The
open-enrollment program began in 2014 with Kindergarten through sixth
grade (K-6) offerings, with the planned addition of one grade per year. The
curriculum is designed to eliminate the transition barriers to post-secondary
education and to prepare student for college and career endeavors. Current
enrollment is about 575 students, with plans to expand to 3,900 over time.26
Area high school students are also provided the opportunity to participate in
the UTPB Dual Credit Academy, which permits them to complete college
courses for college credit at reduced tuition rates.

Odessa College
Odessa College has been an integral part of the Permian Basin since it was
founded in 1946.27 The college has grown to include extension sites in Andrews,
Monahans, Pecos, and Seminole. 28 The college’s service area covers 13
counties, which is the largest of any Texas community college.29 Odessa College
also offers instruction through OC Global, which provides fully accredited
online degree programs for students studying at home.30
In total, the college offers over 120 Associate and Certificate Degree programs
in the arts and sciences, as well as 30 occupational/technical programs.31 For
the 2015-2016 academic year, total enrollment at Odessa College was 7,855
students, and 1,036 degrees and certificates were awarded.32 During a typical

25

Graduate Programs, The University of Texas at the Permian Basin, (n.d.), http://www.utpb.edu/cas/cas-graduateschool/graduate-programs; General Information, The University of Texas at the Permian Basin, (n.d.),
http://www.utpb.edu/about/general-information.
26
About Us -- UTPB STEM Academy, The University of Texas at the Permian Basin,
(n.d.),http://www.utpb.edu/academics/utpb-stem-academy/about-us
27
Description and History, Odessa College, (n.d.), https://www.odessa.edu/future-students/about/description-andhistory/index.html.
28
Description and History, Odessa College, (n.d.), https://www.odessa.edu/future-students/about/description-andhistory/index.html.
29
Description and History, Odessa College, (n.d.), https://www.odessa.edu/future-students/about/description-andhistory/index.html.
30
Description and History, Odessa College, (n.d.), https://www.odessa.edu/future-students/about/description-andhistory/index.html.
31
Description and History, Odessa College, (n.d.), https://www.odessa.edu/future-students/about/description-andhistory/index.html.
32
Imagine more at Odessa College, Odessa College, (n.d.),
http://www.odessa.edu/community/_documents/pdfs/OCFactSheet.pdf.

25

Economic Development Strategy in the Odessa-Ector County Area
year, the college has almost 11,000 students enroll in at least one or more Adult
Basic Education, Community Recreation, or Continuing Educations courses.33
Odessa College is accredited by the Southern Association of Colleges and
Schools Commission on Colleges and its course offerings are approved by the
Texas Higher Education Coordinating Board.34 Odessa College was one of four
institutions in the state to be awarded the first round of funding to develop a
Career and Technical Education Early College (OC TECHS).35 The OC TECHS
will allow students to graduate with both a high school diploma and an
associate’s degree from Odessa College. In the fall of 2016, Odessa College
advanced as one of the 10 national finalists for the 2017 Aspen Prize for
Community College Excellence.36 This award recognizes high achievement and
outstanding performance of community colleges from a pool of more than
1,000 institutions.37
In being recognized as a finalist, several reasons were given including:
 A 66% increase in annual graduation/transfer rates in just four years
 First-year graduates’ average earnings are 39% higher than the state
average
 A record low course withdrawal rate of 1.8%, a huge decline from prior
years
 A program allowing students to take one free class, letting them explore
and experience college, and speak with student mentors and success
coaches about career options, leading to $653,102 in total tuition
savings in 2015.38

Other initiatives include an auto diesel teaching facility, a Fab Lab with
equipment for projects ranging from furniture building to engraving, and Open
Educational Resources to reduce the cost of textbooks and improve academic
outcomes. Innovations such as the eight-week semesters are increasing
enrollment, student retention, and the numbers of degrees awarded.

33

Description and History, Odessa College, (n.d.), https://www.odessa.edu/future-students/about/description-andhistory/index.html.
34
Odessa College Evidence of Excellence, Odessa College, 2016,
http://www.odessa.edu/community/_documents/pdfs/2016EvidenceofExcellence.pdf.
35
Odessa College Evidence of Excellence, Odessa College, 2016,
http://www.odessa.edu/community/_documents/pdfs/2016EvidenceofExcellence.pdf.
36
Evidence of Excellence, Odessa College, (n.d.), http://www.odessa.edu/community/EvidenceofExcellence/index.html.
37
Evidence of Excellence, Odessa College, (n.d.), http://www.odessa.edu/community/EvidenceofExcellence/index.html.
38
Odessa College, OC Aspen Prize, https://www.odessa.edu/community/OCAspenPrize/index.html.
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Midland College
Midland College is another nearby option for residents of Ector County who are
seeking a higher education degree. Located approximately 30 minutes from
Odessa, Midland College was originally founded in 1969 as a part of the
Permian Junior College District.39 The college gained independence as its own
college district in 1972 and the new campus opened in 1975.40 Midland College
currently offers a wide variety of study and degree programs, including 35
certificate programs, 25 Associates’ programs, and 2 Bachelor’s programs.41
Enrollment for the campus was approximately 5,400 for the 2015 fall semester
and the college awarded 645 degrees and certificates during that fiscal year.42
Among the programs offered are Automotive Technology, Aviation
Maintenance Technology, Child Care and Development, Computer Science,
Criminal Justice and Law Enforcement, Education, Emergency Medical
Services, Energy Technology, Information Technology, Nursing, and Small
Business Management.43

Texas Tech University Health Sciences Center
The Texas Tech University Health Sciences Center at the Permian Basin
provides health care, medical education, and research in the Permian Basin.
Campuses include the School of Health Professions, the School of Medicine, the
School of Nursing and the Texas Tech Physicians.
Texas Tech Physicians see patients in outpatient medical clinics in Odessa and
Midland, in areas such as Family Medicine, Internal Medicine, Obstetrics and
Gynecology, Behavioral Health, Surgery, Geriatrics, and Pediatrics.
The Odessa campus offers graduate medical education site and residencies in
Internal Medicine, Family and Community Medicine and Obstetrics and
Gynecology as well as clinical rotations and patient care in the departments of
General Surgery, Psychiatry and Pediatrics. Medical education is provided to
third and fourth year medical students in all six core specialties including family

39

About Us – History of Midland College, Midland College, (n.d.), http://www.midland.edu/history_of_midland_college.php.
About Us – History of Midland College, Midland College, (n.d.), http://www.midland.edu/history_of_midland_college.php.
41
Programs of Study, Midland College, May 12, 2016, http://catalog.midland.edu/content.php?catoid=9&navoid=1377.
42
Texas Public Higher Education Almanac 2016, Texas Higher Education Coordinating Board, Spring 2016, p. 73.
43
Programs of Study, Midland College, May 12, 2016, http://catalog.midland.edu/content.php?catoid=9&navoid=1377.
40
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medicine, internal medicine, obstetrics and gynecology, pediatrics, psychiatry
and surgery.44

44

Texas Tech University Health Sciences Center at the Permian Basin, “School of Medicine,”
https://www.ttuhsc.edu/odessa/som/.
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Baseline Economic Forecast

Economic Outlook for the Odessa MSA
The Odessa MSA economy is expected to experience growth at a healthy pace
over an extended time period, though business cycles in intervening years are
likely. The Perryman Group’s baseline forecast indicates that output (real gross
product--RGP) in the area will likely rise at a 3.28% annual pace through 2040,
resulting in an increase of more than $10.5 billion and ultimately doubling in
size from the current (2016) level.
The population of the area is projected to expand by approximately 57,700 by
2040 and bring the number of residents to over 215,000. Employment is
forecast to grow 1.70% yearly through 2040, resulting in over 37,400 net new
jobs. Real personal income and real retail sales are projected to increase by
3.81% and 4.13% per year, respectively, a pace that will support modest
increases in overall living standards.
For the purpose of comparison, the rate of growth for output (RGP) in Texas is
forecast to be 3.25% annually through 2040, with employment in the state
expanding at a pace of 1.70% per year.
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Growth in Employment by Sector
The services sector is projected to generate a significant share of the net new
jobs through 2040, with a gain of more than 17,600 over the period. The
pattern is typical throughout the US. The mining sector, which includes oil and
gas operations, is also likely to experience job expansion, with an addition of
over 5,600 net new jobs between 2016 and 2040, although the pattern will no
doubt be volatile. The wholesale and retail trade sector is also projected to
grow, expanding by approximately 6,400 jobs.

The services sector leads the pace of employment growth through 2040, with
compound annual expansion over the period forecast at a 2.46% pace. Several
other sectors are expected to see notable growth rates during the period,
including mining (1.98% growth per year), wholesale and retail trade (1.52%),
and government (1.09%).
The forecast methodology used by The Perryman Group is explained in the
Appendices to this report, with terms and sectors defined below.
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Definitions of Economic Terms
Compound annual growth rate (CAGR): A CAGR differs from a simple growth rate in that it reflects changes in
the size of the base used to calculate growth. The idea of compounding is routine in calculating interest;
interest for the current period is calculated on the principle plus previously accrued interest.
Nominal and real values: Real variables are adjusted for the effects of inflation; nominal values are not. Real
variables are expressed in terms of dollars (or rates, such as interest rates) at a particular point in time (2016 at
present); therefore, the pattern in real variables over time removes distortions caused by changes in the value
of the dollar (inflation).
Gross area product, real gross area product (RGP): Gross area product, often referred to as output, is the final
value of all goods and services produced in an economy during a given period of time. RGP is gross area
product adjusted for inflation.
Personal income (by place of residence): Personal income is the total income accruing to households. “By
place of residence” denotes where the income-earner resides rather than works. Real personal income is
expressed on an inflation-adjusted basis.
Personal income (by place of work): Personal income is total earnings expressed at the location where the
earnings occur.
Wage and salary employment: Wage and salary employment is a measure of the number of persons in the
workforce excluding proprietors, but including agricultural workers and military personnel.
Population: Population is the total number of persons residing in a specific area.

Real retail sales: Retail sales is the total volume of retail goods sold expressed on an inflation-adjusted basis.

Definitions of Economic Sectors
Agriculture: These establishments are engaged in farming, ranching, commercial fishing, forestry, hunting and
trapping, and related services.
Mining: This sector is composed of companies primarily involved in the extraction of minerals occurring
naturally. Mining includes quarrying, oil and gas well operations, milling, and other activities which are a part of
mining activity. In Texas, this sector is largely oil and gas related.
Construction: Companies in this sector are primarily engaged in construction activities including new work,
additions, alterations, and repairs. Construction includes buildings, water systems, highways, utility plants, and
other related projects.
Manufacturing: Includes both nondurable manufacturing and durable manufacturing.

Nondurable manufacturing: These companies are engaged in the mechanical or chemical transformation of
materials or substances into items consumed in a short time period such as paper, bread, chemicals, and
clothing.
Durable manufacturing: Companies in this sector are primarily engages in the mechanical or chemical
transformation of materials or substances into goods typically consumed over a period of several years such as
automobiles, washing machines, industrial machinery, and computers.
Trade: Trade establishments are involved in wholesale and retail trade—selling items and rendering services
incidental to the sale of goods. Examples include wholesale distributors, food stores, and clothing stores.
Transportation, warehousing, and utilities (TWU): Companies in this sector are engaged in transportation,
warehousing, electric, water, and sanitary services (including all establishments of the US Postal Service).
Information: This sector includes those establishments that create, disseminate, or provide the means to
distribute information. Industries included in this sector are newspaper, book, and periodical publishers;
software publishers; broadcasting and telecommunications producers and distributors; motion picture and
sound recording industries; information services; and data processing services.
Finance, insurance, and real estate (FIRE): This sector includes companies in the fields of finance, insurance,
and real estate, such as depository institutions, credit institutions, holding companies, insurance carriers,
insurance agents, real estate buyers, real estate sellers, real estate agents, and real estate developers.
Services: This sector includes companies that provide services to individuals, businesses, or government
entities. Examples include medical services, business services (excluding finance, insurance, and real estate),
hotels, and amusements.
Government: All government establishments involved in public administration, including the executive,
legislative, judicial, administrative, and regulatory activities of federal, state, local, and international
governments are included in this sector. Military activity is also included.
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Changing Employment Composition
Over time, the relatively rapid growth in services sector jobs will result in a shift
in the composition of employment in the Odessa MSA. Between 2016 and
2040, The Perryman Group projects that the services component of the
economy will rise from 29.67% to 35.47% of total employment in the area.
Mining will also likely become a slightly more important source of jobs as a
proportion of overall employment in the area as the industry recovers and
additional reserves are developed in response to rising global demand and
technological breakthroughs.

Growth in Output by Sector
Output (RGP) growth is expected to be notable in the mining sector, which is
projected to rise by more than $2.6 billion from 2016 to 2040. This pattern
reflects both the high value-added nature of the anticipated production and the
expansion in the needs of emerging nations. Likewise, the wholesale and retail
trade and services sectors are projected to be important sources of output
gains, with expansion exceeding $2.2 billion and $1.9 billion, respectively.
In terms of annual rate of expansion through 2040, the growth in output for the
Odessa MSA will be led primarily by manufacturing, with 4.27% compound
annual gains (much of which is tied to the energy sector), followed by services
(with annual growth of 3.87%) and wholesale and retail trade (up 3.39% per
year).
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Changing Output Composition
Output (real gross product) in the Odessa MSA will also trend more toward the
manufacturing sector over time. Additionally, while the proportion of total
output stemming from the services, trade, and mining industries is expected to
rise, the share of output from the construction, TWU, FIRE, and government
sectors will likely shrink. The agriculture and information sectors will remain
relatively constant in importance (and small) during this period.

Additional projections of employment and output for an extensive number of
detailed industries, as well as projections for numerous indicators of overall
activity, are provided in the workbook accompanying this report.

Economic Outlook for the Permian Basin Region
Similar to the Odessa MSA, the economy of the entire Permian Basin Council of
Governments Region is expected to experience moderate long-term growth,
though at a slightly slower pace than the Odessa MSA. The Perryman Group’s
baseline forecast indicates that output (RGP) in the area will likely rise at a
3.10% annual pace through 2040, resulting in an increase of more than $41.9
billion from the current (2016) level. Business cycles in intervening years are to
be expected, but the overall trend is expected to be decidedly positive.
The region’s population will expand by a projected 161,300 residents by 2040
and bring the total number of inhabitants to over 634,000. Wage and salary
employment is forecast to grow 1.56% yearly through 2040, resulting in nearly
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100,000 net new jobs. Over this extended period, real personal income in the
Permian Basin COG Region is projected to increase by 3.95% per annum,
whereas real retail sales are expected to grow at a slower—but still healthy—
pace of 3.86% per year.

Growth in Employment by Sector
The services sector in the Permian Basin COG, as in the Odessa MSA, is
projected to generate a significant proportion of the net new jobs through
2040, with a gain of more than 43,900 over the period. The mining sector,
which includes oil and gas operations, is also likely to experience substantial job
expansion, with an approximate 19,300 net new jobs added between 2016 and
2040. The wholesale and retail trade sector is expected to generate nearly
14,500 additional jobs.
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The services sector is also projected to experience the fastest growth rate of
any sector through 2040, with compound annual expansion over the period
forecast at a 2.19% pace, which is less than the Odessa MSA specifically.
Several other sectors are projected to experience significant rates of expansion
during the period, including mining (1.84% growth per year, which is slower
than in the Odessa MSA); wholesale and retail trade (1.38%, slower than in the
Odessa MSA); and finance, insurance, and real estate (1.16%, faster than in the
Odessa MSA).
Changing Employment Composition
Over time, the composition of employment in the Permian Basin Region will
shift toward services. Between 2016 and 2040, The Perryman Group projects
that the services component of the economy will rise from 28.99% to 33.67% of
employment in the region. Mining will also likely become a slightly more
important source of jobs as a proportion of overall employment in the area.

Growth in Output by Sector
As in the Odessa MSA, the mining sector is expected to lead output (RGP)
growth in the Permian Basin COG, rising by a projected $18.6 billion,
approximately, from 2016 to 2040. Further, the services sector and the
wholesale and retail trade sectors are projected to be important sources of
output gains, with the change in output exceeding $6.0 billion and $5.6 billion,
respectively.
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In terms of compound annual rate of expansion through 2040, the fastest rates
of growth in output for the Permian Basin COG are expected to be the durable
manufacturing sector, with 4.42% growth per year, followed by information
(4.05%) and services (3.69%). The durable manufacturing and services sectors
are projected to grow at a slower pace than in the Odessa MSA.
Changing Output Composition
The services sector will likely grow as a percentage of regional output (real
gross product) in the Permian Basin COG economy over time. The proportion of
total output stemming from the manufacturing, trade, and information
industries is also projected to rise. On the other hand, the share of regional
output is expected to decline for the agriculture, mining, construction, TWU,
FIRE, and government sectors.

Additional projections of employment and output for an extensive number of
detailed industries, as well as projections for numerous indicators of overall
activity, are provided in the workbook accompanying this report.
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Employment by Occupation
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Employment by Occupation
The Odessa MSA sub-model of The Perryman Group’s US Multi-Regional
Industry Occupation System was used to determine current and projected
workers in the Odessa-Ector County Area by occupation. The system
essentially translates detailed economic estimates and projections of
employment by industry (derived from The Perryman Group’s Texas
Econometric Model and summarized in the previous section) into estimates of
occupational categories at a highly detailed level.
The modeling process (which is described in further detail in the Appendices to
this report) begins with the industry-occupation coefficients compiled by the
Bureau of Labor Statistics of the US Department of Labor (BLS), with
appropriate localization to the relevant area. These coefficients are based on
extensive surveys of operating patterns in thousands of firms as well as
secondary sources; they can be used to describe employment by occupation for
any industry.

Current and Projected Occupational Overview
The Perryman Group analyzed the current (2016) occupational composition, as
well as 2020, 2030, and 2040 projections. Results are also provided for the
Permian Basin Region.
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Odessa MSA
About 15% of workers in the Odessa MSA are employed in office and
administrative support occupations across all industries. The second largest
category is construction and extraction occupations, with just over 12% of total
2016 employment. Continuing current patterns, the largest number of jobs in
2040 is projected to be within the office and administrative support and
construction and extraction major occupational groups, with employment of
15,846 and 13,124, respectively.

Odessa MSA Current and Projected Jobs by Major Occupational
Group: 2016-2040
Projected Jobs
Occupation

2016

2020

2030

2040

Total, all occupations

74,854

82,784

98,320

112,262

Management occupations

3,813

4,194

4,933

5,591

Business and financial operations occupations

3,565

3,905

4,584

5,182

Computer and mathematical occupations

1,406

1,575

1,923

2,219

Architecture and engineering occupations

1,461

1,630

1,893

2,128

762

859

1,009

1,137

1,169

1,286

1,569

1,826

Legal occupations

532

583

694

796

Education, training, and library occupations

682

756

939

1,108

Arts, design, entertainment, sports, and media occupations

638

699

840

965

Healthcare practitioners and technical occupations

2,656

2,984

3,817

4,645

Healthcare support occupations

1,250

1,442

1,926

2,386

Protective service occupations

2,463

2,659

3,079

3,439

Food preparation and serving related occupations

6,566

7,420

9,610

11,669

Building and grounds cleaning and maintenance occupations

2,032

2,252

2,788

3,274

Personal care and service occupations

2,081

2,342

2,973

3,532

Sales and related occupations

8,147

8,898

10,413

11,766

11,264

12,066

13,938

15,846

136

142

157

172

Construction and extraction occupations

9,155

10,455

11,932

13,124

Installation, maintenance, and repair occupations

4,038

4,525

5,340

5,965

Production occupations

4,481

4,847

5,479

6,015

Transportation and material moving occupations

6,555

7,263

8,484

9,478

Life, physical, and social science occupations
Community and social service occupations

Office and administrative support occupations
Farming, fishing, and forestry occupations

Source: The Perryman Group
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Permian Basin Region

For the Permian Basin COG Region, an estimated 33,581 workers are
employed in the office and administrative support major occupational group,
with 26,603 in construction and extraction.

Permian Basin Region Current and Projected Jobs by Major
Occupational Group: 2016-2040
Projected Jobs
2016
222,047

2020
244,599

2030
286,266

2040
321,595

Management occupations

11,577

12,766

14,913

16,725

Business and financial operations occupations

11,878

13,051

15,226

17,044

Computer and mathematical occupations

4,865

5,459

6,593

7,477

Architecture and engineering occupations

5,426

6,122

7,076

7,822

Life, physical, and social science occupations

3,001

3,387

3,925

4,342

Community and social service occupations

3,493

3,827

4,622

5,336

Legal occupations

1,982

2,177

2,555

2,877

Education, training, and library occupations

2,282

2,526

3,125

3,671

Arts, design, entertainment, sports, and media occupations

1,989

2,174

2,610

2,998

Healthcare practitioners and technical occupations

7,784

8,654

10,773

12,765

Healthcare support occupations

3,554

4,051

5,269

6,364

Protective service occupations

8,146

8,742

9,965

10,955

17,439

19,217

23,368

26,657

Building and grounds cleaning and maintenance occupations

5,724

6,304

7,680

8,874

Personal care and service occupations

6,097

6,852

8,676

10,282

Sales and related occupations

21,981

23,910

27,659

30,887

Office and administrative support occupations

33,581

35,845

40,947

46,034

Farming, fishing, and forestry occupations

2,344

2,380

2,484

2,577

Construction and extraction occupations

26,603

30,409

34,764

38,197

Installation, maintenance, and repair occupations

11,423

12,808

15,076

16,774

Production occupations

11,526

12,555

14,207

15,554

Transportation and material moving occupations

19,353

21,381

24,753

27,381

Occupation
Total, all occupations

Food preparation and serving related occupations

Source: The Perryman Group
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Total Demand for Workers
Another aspect of the analysis of the workforce involves quantifying the
number of workers needed to replace individuals who relocate, retire, or leave
their occupations for other reasons. Extensive surveys are used by BLS to
develop replacement ratios by occupation. Using these ratios (with appropriate
localization for the characteristics of the area workforce) and the detailed
forecast of area employment, The Perryman Group estimated additional
workers needed due to replacement in the Odessa MSA and Permian Basin
Region.

Workers Needed
to fill Net New
Jobs due to
Economic Growth

Workers Needed
to Replace
Persons Retiring
or Otherwise
Leaving Their
Occupation

Total
Demand
for
Workers

The findings by major occupational category are provided and described in the
following segments of the report. More detailed results for hundreds of very
specific occupations are available in the comprehensive workbook
accompanying this report.
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Odessa MSA
Over the 2016-2020 period, the major occupational group with the highest
demand for new workers (due to both economic growth and replacement
needs) is construction and extraction occupations, with 1,875. Thousands more
of these workers will be needed by 2040. (For a detailed breakout of the
specific occupations required by year, see the accompanying workbook.)

Odessa MSA Job Growth by Major Occupational Group
Net Jobs Due to Growth
2016
2020
2030
2020
2030
2040

Replacement Needs
2016
2020
2030
2020
2030
2040

Projected Total Demand
2016
2020
2030
2020
2030
2040

7,930

15,536

13,942

7,026

19,426

23,072

14,956

34,962

37,014

Management occupations
Business and financial operations
occupations
Computer and mathematical
occupations
Architecture and engineering
occupations
Life, physical, and social science
occupations
Community and social service
occupations
Legal occupations
Education, training, and library
occupations
Arts, design, entertainment,
sports, and media occupations
Healthcare practitioners and
technical occupations
Healthcare support occupations

381

739

657

341

938

1,103

723

1,677

1,761

340

679

597

289

792

930

629

1,472

1,528

169

348

296

83

232

283

252

580

579

169

263

234

143

399

464

312

663

698

97

150

128

86

244

286

184

394

414

117

283

257

101

279

340

219

562

598

51

111

102

37

100

119

88

211

221

74

182

169

58

161

200

132

344

369

61

141

125

63

171

206

123

312

331

328

833

828

234

656

840

562

1,489

1,667

191

484

460

110

317

423

301

801

883

Protective service occupations
Food preparation and serving
related occupations
Building and grounds cleaning
and maintenance occupations
Personal care and service
occupations
Sales and related occupations
Office and administrative support
occupations
Farming, fishing, and forestry
occupations
Construction and extraction
occupations
Installation, maintenance, and
repair occupations
Production occupations
Transportation and material
moving occupations

196

420

360

232

626

725

428

1,046

1,085

854

2,190

2,060

975

2,754

3,566

1,829

4,943

5,626

220

536

486

165

456

565

384

993

1,051

260

632

559

176

496

630

437

1,127

1,188

752

1,515

1,353

963

2,629

3,077

1,714

4,144

4,430

802

1,872

1,908

914

2,447

2,827

1,716

4,319

4,735

6

15

16

14

36

40

20

51

56

1,300

1,477

1,192

575

1,643

1,875

1,875

3,120

3,067

487

814

625

375

1,051

1,240

862

1,865

1,865

366

631

536

401

1,083

1,224

767

1,714

1,760

708

1,220

994

639

1,771

2,068

1,348

2,991

3,063

Occupation
Total, all occupations

Source: The Perryman Group
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For the 2016-2040 period, the major occupational group requiring the largest
number of workers (due to economic growth and replacement needs) is food
preparation and serving, with 12,398 needed in the Odessa MSA, followed by
office and administrative support with 10,770 and sales and related with
10,288. Some 8,062 workers with be needed in construction and extraction
occupations through 2040 (due to economic growth and replacement needs),
with another 7,402 required in transportation and material moving
occupations.
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Permian Basin Region
Job growth and demand by major occupational category for the Permian Basin
is described in the table below.

Permian Basin Region Job Growth by Major Occupational Group
Occupation
Total, all occupations

Net Jobs Due to Growth
2016
2020
2030
2020
2030
2040

Replacement Needs
2016
2020
2030
2020
2030
2040

Projected Total Demand
2016
2020
2030
2020
2030
2040

22,552

41,667

35,329

20,842

57,398

67,176

43,395

99,065

102,505

Management occupations
Business and financial operations
occupations
Computer and mathematical
occupations
Architecture and engineering
occupations
Life, physical, and social science
occupations
Community and social service
occupations
Legal occupations
Education, training, and library
occupations
Arts, design, entertainment,
sports, and media occupations
Healthcare practitioners and
technical occupations
Healthcare support occupations

1,189

2,147

1,812

1,036

2,855

3,335

2,224

5,002

5,148

1,173

2,175

1,819

964

2,648

3,090

2,137

4,823

4,908

594

1,134

885

286

804

970

881

1,937

1,855

696

954

746

532

1,500

1,734

1,228

2,454

2,480

386

538

417

340

961

1,113

727

1,499

1,530

334

795

713

303

830

1,003

637

1,625

1,716

195

378

322

136

373

438

331

751

760

244

599

546

194

538

666

439

1,137

1,211

185

436

387

195

532

639

380

969

1,027

870

2,118

1,993

685

1,903

2,369

1,555

4,022

4,362

497

1,217

1,095

312

890

1,158

809

2,107

2,253

Protective service occupations
Food preparation and serving
related occupations
Building and grounds cleaning
and maintenance occupations
Personal care and service
occupations
Sales and related occupations
Office and administrative support
occupations
Farming, fishing, and forestry
occupations
Construction and extraction
occupations
Installation, maintenance, and
repair occupations
Production occupations
Transportation and material
moving occupations

596

1,224

990

767

2,058

2,346

1,363

3,281

3,335

1,778

4,150

3,289

2,589

7,132

8,672

4,367

11,282

11,961

580

1,376

1,194

464

1,278

1,557

1,044

2,654

2,751

756

1,824

1,606

516

1,451

1,837

1,272

3,274

3,443

1,929

3,750

3,228

2,598

7,064

8,172

4,527

10,814

11,400

2,264

5,102

5,087

2,724

7,270

8,304

4,989

12,372

13,392

36

104

93

241

611

637

277

715

730

3,806

4,355

3,433

1,672

4,778

5,462

5,479

9,133

8,896

1,385

2,267

1,698

1,061

2,974

3,501

2,446

5,242

5,199

1,029

1,652

1,346

1,030

2,805

3,175

2,059

4,458

4,521

2,028

3,372

2,628

1,887

5,213

6,035

3,915

8,585

8,664

Source: The Perryman Group
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For the region, major occupational categories with the highest demand through
2040 for new workers are office and administrative support (with 30,752
workers needed due to economic growth and replacement needs), food
preparation and service (with 27,610), sales and related (26,741), construction
and extraction (23,507), and transportation and material moving (21,164).
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Total Demand for Workers by Level of Education
The Perryman Group also examined worker demand by educational
requirements. Over the 2016-2040 time horizon, TPG estimates that almost
13,700 workers with a Bachelor’s degree and more than 7,200 workers with an
Associate’s degree or some other type of postsecondary training will be needed
for growth and replacement needs in the Odessa MSA, with even higher
requirements for the region as a whole.

Total Odessa MSA Employment
Demand by Educational Requirement:
2016-2040
Net New Jobs due to Growth
40,000
35,000

33,529

Replacement Jobs

31,120

30,000
25,000
20,000
15,000
10,000
5,000
0

Source: The Perryman Group

13,689
5,437
1,782

1,119

958

740
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Total Permian Basin Region
Employment Demand by Educational
Requirement: 2016-2040
Net New Jobs due to Growth

100,000
90,000
80,000
70,000
60,000
50,000
40,000
30,000
20,000
10,000
0

87,973

Replacement Jobs

87,823

43,411
15,400
5,574

3,312

2,844

2,147

Source: The Perryman Group

The occupational analysis points to some key insights into the Odessa economy.
Only 26.8% of the future jobs are projected to require some level of training
beyond high school, as compared to 32.7% for the state as a whole. This finding
suggests that the continuation of current patterns will result in the area lagging
behind the rest of the state in terms of workforce quality, which poses significant
challenges for desirable growth. In particular, these results indicate the importance
of enhancing the quality of the public school system in order to support a higher
overall level of performance in the labor force. At present, only 76.9% of Ector
County residents over the age of 25 have a high school diploma or equivalent, as
compared to 82.4% in Texas and 87.1% in the US. As the economy becomes more
sophisticated and technological in nature, it will be difficult to diversify the area in
the absence of a high quality educational base to elevate these performance levels.
It should be noted that all of the economic, demographic, and occupational
forecasts reported in this analysis are derived under most likely or “baseline”
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conditions. Intervening factors will obviously affect actual outcomes over an
extended period. Of greater importance is the fact that concerted and strategic
efforts to improve the underlying framework, including enhanced public school
performance, can alter the competitive landscape and substantially affect ultimate
outcomes.
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Target Industry Analysis
In order to maximize the effectiveness of resources allocated to economic
development, it is necessary to determine the avenues most likely to yield
positive outcomes. Although prospects can come from other sources, a
systematic approach is essential for consistent, long-term success.
The Perryman Group identified target industry clusters well suited to the
Odessa area. These industries combine favorable growth prospects and
linkages to existing industries and workforce capabilities. Representative
“multipliers” for each of the selected sectors are included to indicate the
potential size of secondary development (spinoff activity or ripple effects)
associated with each. An explanation of the rationale for selection is also
provided.
Although a primary goal of economic development is to diversify the economy,
it is nonetheless prudent to seek ways to maximize the economic benefits of the
area’s dominant industry. The optimal strategy is likely one that involves
seeking to develop energy-related segments, but also focuses on industries
which offer diversification. In particular, avenues outside of oil and gas which
can be developed represent highly desirable economic development to provide
more stability and sustainability.

Rationale for Target Industries
Target industry selection as implemented by The Perryman Group is a highly
analytical process focused on identifying sectors with the best combination of
competitive advantages for the community and outlook for future expansion.
This comprehensive approach includes a detailed assessment of the local
economy, as well as an evaluation of the relevant industries.
Target industries were developed based on a comprehensive analysis of








the current industrial base in the Odessa area,
potential supplier network synergies with existing producers,
proximity to customers and markets,
workforce capabilities of local residents and training opportunities,
relative competitive advantages for particular industries,
projected growth in key sectors, and
other factors which can contribute to success in site selection.
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The process involves use of an extensive set of models and systems developed
by The Perryman Group which specifically reflect the underlying structure of
the Odessa economy and that of the surrounding area.
The identification of target industry clusters begins with a detailed assessment
of the capabilities of the area to support various types of production. One
aspect of this initial phase is to examine the existing industrial base of the area
and determine the associated primary potential suppliers and customers. This
“linkage analysis” identifies sectors that might achieve cost savings from
proximity of other factors as a result of interrelationships in the production
chain. It further facilitates the identification of core clusters of activity in which
multiple, related categories of complementary activity provide a mutual
reinforcement of competitiveness. This procedure uses the extensive database
developed and maintained by The Perryman Group and tracks the interactions
among industries using the coefficients of the US Multi-Regional Impact
Assessment System.
Further evaluation of the suitable sectors is obtained from a determination of
net export capabilities. An area is a net exporter of a good or service if it
produces more than is required to meet its local needs. When a region is a net
exporter, it has demonstrated a competitive advantage in the resources and
requirements for the relevant type of production. If the region is relatively
close to being a net exporter (generally measured by an export/import ratio in
excess of 0.7), then potential exists for future locations, and it is unlikely that
there are any substantial structural impediments.
This net export analysis and similar performance indicator assessments are
conducted using simulations of the relevant geographic submodels (the Odessa
MSA and the Permian Basin Region) of the Texas Econometric Model. This
system was used in developing the baseline forecast previously discussed; a
description and detailed results are provided in the electronic workbook
provided as part of this analysis.
The final “technical” aspect of the regional target industry cluster analysis
examines local workforce characteristics using the US Multi-Regional
Industry-Occupation System (previously described). Employment by
occupations derived from the system can be matched with job requirements in
various sectors to determine potential targets for new locations.
Through the merger of linkages, current competitive advantages, and
workforce capabilities, a viable list of preliminary industry groups for potential
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recruitment may be determined for a given area. This list is then refined
through an assessment of any barriers which might preclude success (such as
raw material requirements, air quality, or transportation needs). Industries are
also matched with community priorities in order to assure a proper “fit” with
long-range objectives.
The final step in the process departs from region-specific considerations and
takes a “top down” look at the relevant industries. By examining state and
national econometric models, global trade and production patterns, and
extensive literature on various market segments, sectors with a reasonable
likelihood of opening or expanding existing plants are identified. Emerging
industries are also identified. The final set of target clusters is, then, those for
which the area has the requisite resources and competitive strengths and for
which future development prospects are promising.
This analysis is restricted to those sectors—such as manufacturing,
sophisticated business and health services, utilities, distribution, and
telecommunications—which tend to serve external markets and, thus, bring
resources into a region. Collateral activity in segments such as retail outlets,
restaurants, hospitality, and housing will occur in a growing economy, and is
reflected in the “multiplier” analysis in the following section. It should be noted,
however, that there are situations in which incentives are appropriate for such
activity, including destination retailers and major developments which open
new locations to attract external (out-of-area) consumers. The resulting list
represents viable possibilities for expansion in the area.

Growth Industries
In order to provide a perspective on industries likely to experience growth, The
Perryman Group examined detailed projections from the US Bureau of Labor
Statistics (BLS). According to BLS, total employment for all occupations in the
US is expected to rise from 150.540 million in 2014 to 160.329 million by 2024,
a 6.5% increase over the 10-year period.45
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All data in this section are from Occupational Employment Statistics Program, Employment
Projections Program, US Bureau of Labor Statistics, April, 18, 2016.
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There are two ways to look at the job growth: fastest growing occupations (in
percentage terms) and occupations with largest numbers of net new jobs. The
occupation with the fastest growth rate over the 2014-2024 period is
projected to be wind turbine service technicians, growing at 108% (from 4,400
in 2014 to 9,200 in 2024). Most of the fastest growing occupations are
projected to be in the health care industry, including occupational therapy
assistants, physical therapist assistants and aides, home health aides, nurse
practitioners, and physical therapists (with growth rates above 34.0% through
2024).
Non-health related occupations expected to experience rapid rates of job
growth through 2024 include statisticians, personal financial advisors, and web
developers. The number of statisticians is projected to rise from 30,000 to
40,100 from 2014 to 2024, a 33.8% increase. Personal financial advisors are
expected to increase by 73,900 (from 294,200 in 2014 to 323,200 in 2024), a
29.6% jump. Finally, web developers should increase by 26.6% over the period,
adding 39,500 new jobs (from 148,500 in 2014 to 188,000 by 2024).
Several health-related occupations are also on the list of occupations expected
to see the largest numbers of net new jobs, including 458,100 jobs for personal
care aides, 439,300 jobs for registered nurses, and 348,400 jobs for home
health aides. Other occupations with high expected job growth from 2014 to
2024 include service jobs including fast food workers with 343,500, retail
salespersons with 314,200, and customers service representatives with
252,900 jobs.
Several technology occupations, which also have some of the highest median
wages, are also expected to see significant job growth from 2014 to 2024.
Applied software developers are expected to rise from 718,400 in 2014 to
853,700 by 2024, a 135,300 increase. Computer systems analysts are expected
to increase by 118,600 jobs from 567,800 in 2014 to 686,300 in 2024.
Construction sector occupations are also projected to add a number of jobs,
with construction laborers adding 147,400 new jobs by 2024 and electricians
increasing by 83,500.
Many of the fastest-growing industries do not represent favorable targets for
development because they are not “basic” industries, meaning that they are not
export-oriented industries. As noted, export-oriented industries are a
cornerstone of economic growth because they bring dollars from elsewhere
into the area (rather than merely shifting them from one individual/company to
another individual/company within the same area) thereby enhancing overall

54

Economic Development Strategy in the Odessa-Ector County Area
prosperity. However, several of these areas do represent viable targets for
economic development efforts.

Target Industry Groups
Any successful economic development strategy builds from strengths. Due to
its location proximate to one of the most important oil and natural gas basins in
the world, Odessa has a clear incentive to optimize the economic growth and
stimulus that can come from that source of business activity. In addition, over
the past several years, the area has developed other cornerstone industries,
including health care.
Leveraging these industries into additional growth is an important component
of economic development strategy.
Center for Energy
The energy sector is evolving, with emerging challenges and technologies.
Challenges include scarce fresh water for drilling needs and environmental
concerns such as water usage and disposal of wastewater. New technologies
can both address these problems and enhance all aspects of the exploration and
production process.
Odessa is well positioned to emerge as a center for the future of the energy
industry beyond the basic support of oil and gas drilling and production. With a
wealth of intellectual property, support segments, and proximity to vast oil and
natural gas reserves, the area can be at the forefront of the evolving industry.
This evolution can include not only fossil fuels, but also renewable energy, with
a significant base of wind energy in the area and the potential for further
development.
Continuing development of support industries for the traditional energy sector
is an important aspect of economic development in Odessa. As noted above, the
reserves in the Permian Basin are expected to last for almost a century, and,
with continued technological developments, that estimate may well increase in
the future.
The technologies utilized in exploration and production continue to evolve, and
regional operations or research and testing facilities of firms in these advanced
industries represent viable targets for development in the Odessa area. The
university training and research capabilities in the area are an additional asset
in this process. Of particular interest are advances which allow for reuse or
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recycling of drilling and fracking water, as many production areas (including the
Permian Basin) are characterized by scarce water resources. Similarly, the
environmental technologies designed to enhance drilling processes and
improve the emissions properties of fossil fuels are expected to expand rapidly
in the coming years. Although environmental technology is often viewed in a
negative light in the oil and gas industry and regulatory patterns ebb and flow
with the political tides, there is little doubt that (1) such advances will be
needed in the coming years and (2) their implementation increases the
competitiveness of petroleum relative to other potential energy sources.
Even in more traditional segments, however, there are notable opportunities.
Although Odessa has a deep supply chain for the sector, the Perryman Group
has determined that there remains a 23.7% leakage relative to the US as a
whole, thus illustrating the existence of substantial additional opportunities.
Stated differently, while the multiplier for oil and gas production in Odessa is
quite high (8.96), every direct job in the industry could lead to an additional
2.77 spinoff jobs. While it is unlikely that all of this activity could be captured, a
deeper supply chain is well worth pursuing. Thus, Oil and Gas Support Sectors
is identified as a viable target Industry for the area. The local multiplier for this
type of activity is estimated to be 3.26.
Renewable energy is another source of potential development within the
sector. Environmental concerns and improving technologies are enhancing
demand for development of renewable energy capacity. Texas has more wind
capacity by far than any other state.
The Electric Reliability Council of Texas (ERCOT) system, which serves
approximately 90% of the state’s electric load, is currently served by more than
17,000 megawatts (MW) of installed wind generation capacity, and the total is
rising. Wind generation is an increasingly important source of electric power in
the state, and recently passed a milestone, at one point providing more than
15,000 MW of the electricity used in the ERCOT region (about 45% of total
demand at the time).
A significant portion of this wind capacity is located in relatively close proximity
to Odessa. Much of the surrounding region has been designated as within
Competitive Renewable Energy Zones (CREZ) by the Public Utility Commission
of Texas, meaning it is favorable for such development and proximate to
current and planned transmission lines needed to move power to the more
populous areas of the state.
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The BLS is projecting that wind turbine service technicians will be among the
fastest growing occupations in the US, illustrating the strong growth in the
industry.46 Some solar energy development is also emerging in the region. In
fact, University Lands is now considering a large-scale solar project on the
nearby land that it maintains for the Permanent University Fund. Given the
proximity of Odessa to much of the state’s enormous and growing wind
capacity and the potential for regional solar projects (based on land availability,
climate, and topography) and the expectation of rapid growth in renewable
resource development, this sector represents a major opportunity for local
expansion. When combined with the compatibility with many existing local
sectors, including fabrication and machining, Renewable Energy
Manufacturing and Support represents a compatible target industry for the
Odessa area. The local multiplier is estimated at 2.98.
Similarly, as noted above, the Environmental Equipment sector is
complementary with the long-term development and global expansion of the oil
and gas industry and is projected to experience rapid growth. It also makes use
of the skills and industrial infrastructure available in the area and constitutes a
promising Target Industry. The corresponding multiplier for the Odessa area is
2.92.
In addition, the workforce attracted to the area by the energy sector could be
utilized for other purposes, and developing industries involving complementary
skillsets could result in additional growth. Some of the key occupations that are
readily transferable include fields such as safety and compliance, quality
control, truck and machinery operation and maintenance, and customer
service. These job categories are not concentrated in any specific sectors, but
are potentially useful in a variety of production and processing industries. Thus,
in addition to giving rise to specific sectoral targets, strengthening and
diversifying the position of Odessa as a center for a broader energy complex
can also expand the labor pool for other growth opportunities.
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Occupational Employment Statistics Program, Employment Projections Program, US Bureau of Labor Statistics, April, 18,
2016.
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Center for Health Care and Biomedicine
Given demographic trends, the need for health care will expand in the future. In
addition to the aging of the population, demand is being fueled by improving
technologies both in terms of equipment and medicines, rising obesity rates,
and more convenient access points. Breakthroughs in nanotechnology,
genomics, and other emerging research areas are also driving sectoral
expansion. Although concerns over access and cost and political upheavals are
constant sources of uncertainty, the industry continues to rapidly increase its
activity.
Health care occupations are among the fastest-growing in the United States
(and Texas), ranging from personal care and home health aides to licensed
practical and vocational nurses. In fact, the Bureau of Labor Statistics projects
that the health care and social assistance sector will account for over a third of
the nation’s projected job growth from 2014 to 2024. 47 Other health
professions with strong growth include occupational therapy, physical therapy,
home health, nursing, ambulance drivers, physician assistants, genetic
counselors, audiologists, and optometrists.48 The rapid growth in workers in
these fields is indicative of the expansion in the industry group.
In the Odessa MSA, the importance of the health care sector as a source of
economic activity has grown substantially in recent years. The relative
importance of health care in the Odessa economy (measured by employment)
has risen more than 54% over the past 15 years.
Medical Center Hospital (MCH) in Odessa has created more than 402 beds by
opening multiple clinics throughout Odessa, such as the Family Health Clinic on
Clements, the Clinics at both Walmart locations, and the Center for Health &
Wellness. Other facilities include MCH Mission Fitness, the Laser and Wellness
Center, the Center for Women and Infants, and the MCH Sleep Center. Due to
the growth of the Medical Center Hospital outside of its original physical
location, the Medical Center Health System was introduced in October 2010.
The Medical Center Health Care System has since opened additional clinics as
well as two Center for Primary Care locations in the city with the goal of making
healthcare more accessible.
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Occupational Employment Statistics Program, Employment Projections Program, US Bureau of Labor Statistics, April, 18,
2016.
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Occupational Employment Statistics Program, Employment Projections Program, US Bureau of Labor Statistics, April, 18,
2016.
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Odessa Regional Medical Center (ORMC) is a 225-bed hospital with 250
physicians on staff and over 700 employees. It offers a Neonatal Intensive Care
Unit, a Women’s Center, four Complete Care Clinics, as well as 12 other
specialty clinics for cardiology, bariatric and general surgery, pediatrics,
urology, and perinatal. ORMC also maintains two Permian Basin Kidney
Centers,
Texas Tech University Health Sciences Center in Odessa has more than 280
practicing physicians in more than 30 specialties meeting a variety of health
care needs. Some of its care centers include family medicine, internal medicine,
obstetrics and gynecology, pediatrics, surgery and behavioral health.
In addition, there are numerous other quality health care providers and clinics
in the Odessa area. Health-related training programs at Odessa College, the
University of Texas of the Permian Basin, and Texas Tech Health Sciences
Center also provide a valuable source of needed personnel to sustain expansion
in the local medical complex.
Despite advances in health care in the community, Ector County still faces
challenges in the area of community health, with higher rates of certain
diseases and conditions than many other parts of the state. Moreover, the
Odessa MSA has an uninsured rate of 24.4%, one of the highest levels in Texas.
Prior research by TPG indicates that uninsured individuals are less likely to
receive preventive care and tend to be less productive in multiple ways.49
Meeting community wellness needs and addressing other regional needs, such
as occupational medicine, is an important goal of economic development
strategy not only to bring in additional industrial development, but also to
reduce future costs of social services. Moreover, health care is becoming an
“export” industry as people from a large surrounding region now receive
treatment in local facilities and, while the area does not have the characteristics
necessary to compete effectively in the evolving pharmaceutical sector, it is
well suited to leverage local educational resources and manufacturing skills to
pursue the rapidly growing medical equipment and devices sector.
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Only One Rational Choice: Texas Should Participate in Medicaid Expansion Under the Affordable Care Act, The Perryman
Group, October 2012; Toward a “Texas Solution”: Texas Should Provide Insurance Coverage for the Expanded Medicaid
Population Under the Affordable Care Act: Effects of Implementing a Representative Market-Based, Private Exchange
Option for Newly Eligible Recipients, The Perryman Group, March 2013.
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Consequently, Health Care Delivery and Medical Devices and Equipment are
identified as potential target industries for the Odessa MSA. The multipliers for
these sectors are, respectively, 2.36 and 3.04.
Center for Distribution and Logistics
Odessa is well positioned to serve as a center for distribution, with some
realistic potential to be a hub for goods moving into and out of Mexico. Forming
relationships with Mexican businesses is an ongoing process, and there has
been notable progress recently. The Mexico Initiative (discussed in greater
detail in a subsequent section of this report), an economic development effort
managed by the Hispanic Chamber of Commerce, has focused to some extent
on distribution possibilities.50
Odessa began pursuing distribution activity following its identification in the
prior economic development analysis by The Perryman Group in the 1990s. The
area was successful in locating a Family Dollar distribution center, which has
been among the city’s top employers since 2003. Odessa is situated relatively
centrally between the east and west coasts on Interstate 20, which traverses
major routes to the large east and west coast population centers. As will be
discussed more extensively below, the area is very well suited to facilitate trade
with major Mexican manufacturing centers. Whether for domestic or
international goods, Odessa represents a favorable location for distribution and
logistics in terms of the cost of land, central location, and transportation
infrastructure.
As a result of these phenomena, The Perryman Group is recommending
Distribution and Warehousing as target industries for the area. The respective
multipliers for these sectors are 3.07 and 2.88.
New Directions: Advanced Industries
Advanced industries represent a source of desirable corporate locations and
expansions. There are various definitions of “advanced industries;” the set of
industry groups defined by The Brookings Institution is among the most widely
used.
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Paul, Corey, Mexico Companies Seek Odessa Business, Odessa American, October 16, 2015,
http://www.oaoa.com/inthepipeline/article_1f22ca54-7458-11e5-baf8-7fa91bdf4408.html.
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The Brookings Institution recently completed a study on America’s advanced
industries sector. 51 The study indicates the advanced industries sector is
“characterized by its deep involvement with technology research and
development (R&D) and STEM (science, technology, engineering, and math)
workers” and “encompasses 50 industries ranging from manufacturing
industries such as automaking and aerospace to energy industries such as oil
and gas extraction to high-tech services such as computer software and
computer system design, including for health applications.”52
In order to identify which US industries were advanced, two criteria were used:


The industry’s R&D spending per worker must fall in the 80th percentile of
industries or higher, exceeding $450 per worker; and
 The share of workers whose occupations require a high degree of STEM
knowledge must also be above the national average (21% of all workers).
An industry must meet both criteria to be considered advanced. The two
thresholds identify 50 industries that invest heavily in technology innovation
and employ skilled technical workers to develop, diffuse, and apply new
productivity-enhancing technologies.53
Clearly, the oil and gas-related advanced industries are a natural fit for the
Odessa area, and certain others are potential targets for future development.
These industries are indicated in the following table.
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Muro, Mark, Johnathan Rothwell, Scott Andes, Kenan Fikri, and Siddharth Kulkarni, “America’s Advanced Industries, What
They Are, Where They Are, and Why They Matter,” The Brookings Institution, Metropolitan Policy Program at Brookings,
February 2015.
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February 2015.
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February 2015.
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Advanced Industries for Potential Recruitment
ENERGY
Oil and Gas Extraction
Electric Power Generation, Transmission, Distribution

MANUFACTURING
Nonmetallic Mineral Manufacturing
Primary Metal Manufacturing
Machinery Manufacturing
Computer and Electronic Product Manufacturing
Electrical Equipment, Appliance, and Component Manufacturing
Transportation Equipment Manufacturing
Medical Equipment and Supplies Manufacturing
Other Manufacturing
Petroleum and Coal Products
Chemical Manufacturing

SERVICES
Software Publishing
Cable and Other Subscription Programming
Wireless and Satellite Telecommunications
Data Processing and Hosting
Other Information Services
Architecture and Engineering Services
Computer Systems Design
Management, Scientific, and Technical Consulting
Scientific Research and Development
Medical and Diagnostic Laboratories
Source: The Perryman Group based in part on methods developed by the Brookings Institution

While many of these sectors would not be suitable for the Odessa area, there are
several that would fit the local resource base quite well. In particular, some of them
are well suited for the training opportunities available at various higher
educational institutions in the area, while others are supported by the existing
industrial base. In addition to those previously discussed related to Oil and Gas,
Power Generation (Renewable Energy Support), and Medical Equipment, TPG has
identified Machinery Manufacturing, Chemical Manufacturing (primarily located
within the footprint of the excess capacity at the existing petrochemical complex),
Aircraft Maintenance and Parts (a part of the Transportation Equipment sector
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which was discussed previously), and Data Processing as local target industries.
The local multipliers for these sectors are, respectively, 3.25, 7.59, 3.20, and 2.66.
Note that the benefits of Chemical Manufacturing are particularly high due to the
potential to use locally sourced petroleum feedstocks.
Collateral Industries
In the course of conducting the various aspects of the target industry analysis, the
linkages among sectors led to the selection of Metal Fabrication and
Transportation Support Services as potential target industries. The sectors exhibit
multipliers across the local economy of 2.75 and 2.86, respectively.
It should be noted that a number of the industries identified in this analysis could
make effective use of the current wastewater treatment capacity that is available
in Odessa. The Bob Derrington Water Reclamation Plant was constructed in
Midland County in the 1980s and receives some six million gallons of wastewater
each day.54 Of the water processed by the plant, up to three million gallons per day
is used as “cooling tower and fire protection water,” with another three million
gallons per day for irrigation purposes by “golf courses, [the] Texas Department of
Transportation, city parks, and one of Texas' first residential reuse projects.”55 The
water processed and made reusable by the plant is not potable. However, it can be
safely used for landscaping needs and is also used for fish and wildlife. This facility
offers significant potential competitiveness for the area in attracting the industries
that require such capacity.
The complete list of target industries arising from this analysis and the
corresponding multipliers are summarized in the following table.
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Bob Derrington Water Reclamation Plant, City of Odessa, Texas, (n.d.), http://www.odessatx.gov/government/departments/utilities/bob-derrington-water-reclamation-plant.
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Toledanes, Lyxan, Down the Drain to the Water Reclamation Plant, Odessa American, July 31, 2011,
http://www.oaoa.com/article_353f4fd3-4494-5f21-9239-e00851eb86ba.html
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Target Industries for the Odessa Area
Industry
Oil and Gas Support Sectors
Renewable Energy Manufacturing and Support
Environmental Equipment
Health Care Delivery
Medical Devices and Equipment
Distribution
Warehousing
Machinery Manufacturing
Chemical Manufacturing
Aircraft Maintenance and Parts
Data Processing
Metal Fabrication
Transportation Support Services
Source: The Perryman Group

Local Multiplier
3.26
2.98
2.92
2.36
3.04
3.07
2.88
3.25
7.59
3.20
2.66
2.75
2.86
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Assessment of Trends Affecting Growth Potential
As previously discussed, the oil reserves in the Permian Basin have an extended
likely recovery period, and the industry will be a cornerstone of the regional
economy for decades to come. In addition, Odessa has other strengths which
could be leveraged into additional growth.

Strengths: Factors which could Enhance Future Growth

Entertainment Options
Numerous studies have shown the importance of the arts and other cultural
amenities in helping to establish a high quality of life which is important in
economic development initiatives as well as in recruiting and retaining
knowledge workers and other professionals.56 Arts, culture, and creativity
contribute to the economic vitality of a community in many ways such as
improving the community’s competitive edge, attracting new and visiting
populations, integrating the visions of community and business leaders, and
contributing to the development of a skilled workforce.57 This resource is
sometimes known as “creative capital.”
Given the competitive nature of corporate and employee recruitment,
particularly in advanced industries, Odessa’s arts community can play an
important role in attracting top-quality businesses and employees, in addition
to enhancing the quality of life of residents.
The Wagner Noel Performing Arts Center was completed in 2011 and
currently serves as a performing and musical arts facility for The University of
Texas of the Permian Basin (UTPB). Since its construction, the theater has won
various awards for its design and performance. The theater contains two
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See for example, Economic Vitality, How the Arts and Culture Sector Catalyzes Economic Vitality, American Planning
Association, 2011; Arts & the Economy, Using Arts and Culture to Stimulate Economic Development, NGA Center for Best
Practices, January 14, 2009; Arts & Economic Prosperity IV, The Economic Impact of Nonprofit Arts and Culture
Organizations and Their Audiences, Americans for the Arts, June 8, 2012; The Arts in Public Policy: An Advocacy Agenda,
The National Assembly of State Arts Agencies Advocate, Strategies for Building Arts Support, Volume VI, Issue No.1. 2002;
and Perryman, M. Ray, The Catalyst for Creativity and the Incubator for Progress, The Arts, Culture, and the Texas Economy,
The Perryman Group, 2000.
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performance halls which combined are capable of seating more than 2,000
audience members and provides an ongoing lineup of major concerts and
performances in all genres, a Broadway production series, comedians, and
other world-class entertainment. It also hosts community and regional
performances, such as the Midland-Odessa Symphony & Chorale as well as
other musical concerts, recitals, and ballet performances.
Another entertainment option in the area is college football. In 2014, the UT
System Executive Vice Chancellor approved a football team for UTPB after the
university raised the target amount predicted to sustain the program for the
first five years, demonstrating its ability to fund team operations.58 On the
national signing day of 2016, UTPB signed 28 players to perform as the first
team of UTPB Falcons.59 The Falcons played their first game on September 3,
2016, realizing a long-lived dream of many in the community. 60 At the same
time, a marching band program was introduced to enhance the overall college
football experience.
These and the many other arts and entertainment options available in the
community can be a significant advantage in recruiting new businesses and
retaining existing ones. As noted, such attributes are an important aspect of the
decision process for many individuals, families, and companies.
Downtown Redevelopment
Downtown redevelopment is an important source of economic potential.
Property values are enhanced and new businesses are more likely to locate in
urban centers when redevelopment occurs, and the fact that the effort is a
public-private partnership enhances its effectiveness. Increased civic pride is
another benefit.
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Woodward, Travis, First and Goal: UTPB Will Field a Football Team, UTPB, October 15, 2014,
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UT Permian Basin Football Program Kicks Off with First Game Saturday, The University of Texas System, September 1,
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Woodward, Travis, First and Goal: UTPB Will Field a Football Team, UTPB, October 15, 2014,
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In January 2016, the Odessa City Council decided to allocate almost $31
million for the construction of a hotel and convention center in downtown
Odessa as part of the downtown revitalization effort.61 The City plans to invest
close to $77 million to revitalize the area.62 Construction is set to begin in the
spring of 2017.63 The 150,000 square-foot hotel will operate under the Marriot
name and will contain almost 220 rooms.64 The funds will also be used to
construct a new “78,000-square-foot convention center, an open air plaza, a
300-car parking garage and a remodeled Ector Theatre.” 65 Private sector
investment has also been committed to this effort.
Downtown redevelopment has become a hallmark of many successful
communities in recent years and has the potential to serve as a catalyst for
future improvements. The public-private nature of the partnership is
particularly noteworthy.
Mexico Initiative
For a number of years, efforts have been underway to strengthen relationships
with key community and business leaders in Mexico. The potential for
cooperative efforts is notable, and there are business operations in Mexico with
strong reasons for a presence in the Odessa area, as well as local firms that
could benefit from expanded market opportunities.
One important development with large growth potential is the ongoing Entrada
al Pacífico effort to link port facilities in Topolobampo with Odessa via rail.
Cargo received at the Port of Topolobampo that is destined for US markets
could reasonably be sent to Odessa for warehousing and subsequent
distribution. Similarly, goods destined for Mexico or Asian markets could
originate in Odessa.
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The Port of Topolobampo specializes in agricultural and mineral shipments and
offers the highest loading capacity for those shipments in the country, about
36,000 tons per day.66 The port is located in the northwestern Mexican state of
Sinaloa, which is just south of the border states of Sonora and Chihuahua, along
the Gulf of California. Topolobampo is one of sixteen ports supported by the
Mexican government that receive international shipments, nine of which are
located on the Pacific Coast.67 The transoceanic terminal is over 780 feet in
length and has a depth of 44 feet, allowing the port to accommodate deepwater
vessels.68 In 2015, the port handled over 6 million tons of cargo, nearly 2.5
million of which were international. 69 Of this amount, 71.7% was for
importation.70 While the port specializes in agricultural and mineral shipments,
those shipments only made up 31.4% of total tons shipped in 2015.71 Overall,
36.0% of shipments in the port (by tonnage) are for petroleum products and
derivatives, 32.5% are general cargo, 17.6% are agricultural shipments, and
13.8% are mineral shipments.72
The Port of Topolobampo competes with other, larger Mexican ports, such as
Lazaro Cardenas and Manzanillo, as well as US ports along the Pacific coast,
such as Los Angeles. Also, an increasing number of shipments from Asia have
been moving to ports along the gulf and eastern coasts of the US. Nine of the 10
fastest growing import ports in the US in 2015 were found along the Gulf and
East Coasts.73 This trend will only continue with the completion of the Panama
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Canal expansion as an estimated 10% of US import container traffic from Asia is
expected to shift from the West Coast to other terminals by 2020.74
While this port may be smaller than others on the Pacific coast, it does have the
benefits of being less congested than other larger ports, such as the Port of Los
Angeles. In addition, the port is farther north along the Mexican coast (and
close to the entrance of the Gulf of California) while also being close to the
Mexico-Texas border. The development of the Entrada al Pacífico (and the
subsequent infrastructure improvements along the route) has effectively
connected western Texas to the port as well as the economic activity in the
state of Chihuahua, a national leader in employment and exports.75
The benefits of this route include avoiding major congestion points such as the
El Paso-Ciudad Juárez border crossing and the Laredo-Interstate 35 route as
well as increasing efficiency through more direct routes. In fact, the route from
Chihuahua City to Dallas-Fort Worth via Presidio is 130 miles shorter than the
route via El Paso.76 Entrada al Pacifico routes through Presidio, with a small
population and little local traffic to add to congestion. The access to Interstate
20 works well for shipments throughout the United States. The route also
provides easy access to Interstate 10, Interstate 27, and Interstate 40.77
These initial efforts are laudable and have helped to build some relationships
and prospects for future commerce. It must be recognized, however, that
meaningful success is this arena requires a complex and long-term effort. Doing
business successfully in Mexico depends on building long-term personal
relationships with the leadership of Mexican businesses. Personal relationships
are often valued more than professional capability, and Mexican businesses will
often evaluate deals based more on the “soft” aspects of relationship and trust
rather than on more “hard” details such as cost.78 Any US business hoping to
form lasting business partnerships in Mexico (or even begin them) needs to be
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prepared to invest a lot of time in developing relational networks within the
country.79
In addition, much of the success of this venture is dependent on the level of
trade between the US and Mexico, as well as other trading partners. With the
recent withdrawal from the Trans-Pacific Partnership, President Trump’s antifree trade rhetoric, the threat of a major import tax on Mexican goods and likely
retaliation, and announced plans to renegotiate the North American Free Trade
Agreement (NAFTA), much is unknown in regards to future trade patterns.
Texas stands to lose substantially if trade with Mexico is disrupted. Mexico is
the United States' second largest import market (behind China) and second
largest export market (behind Canada).80 Texas is the top exporting state in the
US and received over $288.0 billion in revenues from exporting in 2014.81
Mexico is Texas’ largest trading partner, receiving $102.5 billion in Texas
exports.82 Texas also imported nearly $302.1 billion in goods and services in
2014, including over $90.1 billion from Mexico.83
Many of the benefits of the Entrada al Pacífico are based on the potential from
US-Mexico trade continuing to grow. Any major disruptions to global trade, and
specifically to NAFTA, will limit the usage of the corridor as well as curtail
future growth possibilities in supportive businesses such as distribution and
warehousing. While a lot of the outcome is dependent on politics and the
actions of the new Trump Administration, there is still the possibility of
maintaining a continued free trade zone and positive relationship with Mexico.
In fact, The Perryman Group is presently engaged in a large-scale project in
conjunction with the four US border states and the six Mexican border states to
identify and quantify potential economic linkages and opportunities for
mutually beneficial interaction on a comprehensive basis.
A strong and vital partnership with Mexican firms and the Entrada al Pacifico
corridor have the potential to lead to notable opportunities. However, the
current environment calls for prudence and caution in assessing the prospects
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until the present political uncertainty subsides, while maintaining and
expanding relationships. A successful initiative is likely to require a broaderbased effort that involves professional expertise in doing business in Mexico
and is focused on the types of interaction that are likely to lead to concrete
outcomes.

Weaknesses: Factors which could Limit Future Growth
The primary challenges to future growth are the status of the public education
system and the issues that arise due to the cyclical nature of the economy.
Ector County ISD and Education Issues
The challenges ECISD is facing (described in a prior section) could be an
impediment to improving the public educational system, and the adequacy of
public education is crucial to future growth. Not only is it critical that the young
people of the area graduate from high school prepared for higher education or a
job, but also the perception of a troubled school system can reduce the
likelihood of attracting desirable corporate locations and personnel. These
issues were a notable source of concern and verified by the empirical analysis of
future workforce patterns in the absence of intervention.
The changing demographics of the schools will also be a consideration in the
future. As noted, the proportion of Hispanics in the Ector County ISD is
significantly higher than the statewide average, and because only about 4.8% of
household wealth in the state is held by Hispanic households, there is a looming
challenge for college affordability. While a large majority of Hispanic families
are in favor of higher education, many Hispanic students do not attend college
(or leave before completing the relevant program) due to financial constraints.
Developing and supporting a higher education mindset among Hispanics in
Odessa is crucial to dealing with workforce adequacy in the area as well as the
personal financial stability of individuals. The Odessa area has higher education
resources that can be a competitive strength, but requires an “all hands on
deck” approach to improving public schools.
Cyclical Economy Issues
As discussed in a prior section, the large base of energy industries is a definite
positive for the Odessa area economy. However, it also creates notable
challenges, and the degree to which they are dealt with affects future growth.
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For example, workforce insufficiencies are seen as a notable challenge,
particularly when oil prices are high and the energy sector is in need of workers.
The occupational needs previously outlined reflect baseline conditions, with
additional employees required during intense energy sector time periods.
Targeted training will be needed to help alleviate the issues faced by firms
across the economy when oil prices are high (as discussed in additional detail in
a subsequent section). In addition, attracting a more diverse set of industries
will generate stable jobs that are less vulnerable to fluctuations in energy
markets.
Affordable housing is another substantial concern. During periods of intense
energy activity, prices are bid up and lower-income residents have a very
difficult time finding housing. Public-private partnerships can potentially play a
role in dealing with this issue.
Other Challenges
A challenge the City of Odessa faces is the large and growing population
located just outside of the current city limits, particularly toward the west. This
population segment has notable employment challenges, as only about 68% of
this group has at least a high school education, as compared to 76.9% in the
county as a whole and 87.1% in the US. The area would be difficult to annex,
with problems such as unmapped pipelines. In addition, providing city services
such as water would be expensive and difficult. If the area is not annexed, it is
not subject to zoning and city ordinances, among other difficulties. Although
the situation will be problematic to address, the issues will only escalate over
time.
Another problem area expressed in the community meetings was crime and the
perception of crime. Jail capacity, courthouse and related facilities, and funds
for initiatives aimed at reducing recidivism are seen as insufficient. Innovative
solutions such as jail diversion programs have been effective in other areas, and
could be a part of the solution in Odessa.
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Recommendations

Support education at all levels, from early childhood through higher
education
A poor-quality system of public education can become a constraint on
economic development, eroding the quality of the workforce and sustainability
of the tax base over time and decreasing an area’s attractiveness to locating
companies. Finding and retaining quality teachers is a difficult challenge, and
support of ECISD is a community-wide issue and crucial element of ongoing
economic success. In addition, investing in schools is investing in the future of
the community, as students go on to become taxpayers and/or users of social
services. It is imperative for various groups within the community to
understand the importance to the overall community of a quality system of
public education and how all groups are affected (rather than just students and
their parents).
Increasing the effectiveness of college and career preparation in Ector County
ISD would be beneficial to students and the community. Connecting with
younger students and increasing awareness of options could improve the rates
at which students choose to pursue training or higher education. High school
counselors can also play an important role in this process, especially those
dedicated to college and career guidance.
Early college can be an effective way to increase individual opportunity and
enhance the workforce. The programs in place in Odessa high schools should be
supported, with programs tailored to future workforce needs identified in this
study as well as the needs of potential expansion industries. In addition, the
potential for training in soft skills required in the workplace should be explored.
The Perryman Group projects that the population of Odessa will continue to
grow significantly. Additional students will require more school building space
and teachers. Community priorities should be explored, such as decisions
regarding whether to maintain fewer (but larger) high schools or add new high
schools to keep sizes smaller. All groups within the community should be
included in these plans, especially the rapidly-growing Hispanic population
which represents a substantial portion of school enrollment and the workforce
of the future.
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Youth programs can help increase involvement of young people in positive
experiences. Youth center programs have been suggested as one method of
dealing with problems such as youth crime. Some programs are already in place
in the area; these and additional options are worthy of support.
Continue efforts to form regional alliances to solve pressing problems
A number of problems facing Odessa may be more easily solved through
regional cooperation. For example, the scarcity of fresh water is a challenge
throughout West Texas. Odessa has been proactive in working to ensure the
availability of sufficient supplies for municipal use, and the oil and natural gas
industry is making strides to reduce the needs for fresh water through methods
such as recycling, use of brackish water, and other means. Regional water
development involving relatively nearby metropolitan areas such as San Angelo
and Abilene may provide some opportunities to assure long-term supplies for
all users.
Ensure the sufficiency of fiscal resources
Ensuring the sufficiency of fiscal resources is a top priority. Although it can be
tempting to take actions to cap revenues or avoid new taxes, it can lead to
major problems over time. For example, unfunded pension liabilities can
become a long-term issue, making it difficult to find and retain employees.
Similarly, failing to keep pace with infrastructure needs can inhibit growth
prospects. Given expected population and economic growth, the need for water
supplies will increase and roadway improvements will be required. Long-term
strategic plans should fully recognize these needs and the funds that will be
required to support them.
Consider altering the sales tax for economic development
One potential action which was mentioned in community meetings was the
potential of changing the sales tax for economic development to a 4B structure.
While 4B would allow for using funds for additional types of projects, it is
crucial that any effort to shift to 4B be carefully considered to minimize the
potential for eliminating the tax entirely (as in voting out the current 4A
structure, but not voting in the 4B).
As described by the Texas Comptroller’s Office, Type A Economic Development
Corporations (EDCs) are “typically created to fund industrial development
projects such as business infrastructure, manufacturing and research and

76

Economic Development Strategy in the Odessa-Ector County Area
development,” and can also fund military base realignment, job training classes
and public transportation.84 Type B EDCs can fund all projects eligible for Type
A, as well as parks, museums, sports facilities and affordable housing. However,
Type B EDCs are subject to more administrative restrictions than Type A.85
Enhance the role of energy companies in the community
With the large number of major companies involved in oil and natural gas
exploration and production that have significant operations in Odessa and the
surrounding region, it would be beneficial to all involved to work to foster
cooperation between the industry and the community toward mutual goals.
Cooperative efforts might include, for example, development and funding of
specialized workforce training programs or sharing of industry personnel for
teaching energy-related classes at higher educational institutions in the area. In
addition to the community supporting energy businesses, strategies for
enlisting the support of the industry in addressing community-wide needs
should be considered. Currently, efforts to enlist financial and other support
from energy companies are generally fragmented, and a more systematic
method could result in better outcomes. With trusted leadership and direction,
more substantial and meaningful interactions might be forthcoming.
Continue to promote Odessa on a local, regional, national, and
international basis
Quality of life and business advantages should be documented and reported
both in the community and elsewhere. Enhancing the perception of Odessa can
help with recruiting new businesses and professionals to the area as well as
fostering community pride. Increasing awareness might include articles, web
pages, attending strategically beneficial conventions, social media efforts,
columns, white papers, brochures, or advertisements.
Increase involvement of diverse groups within the community
Better outcomes can be achieved when people of various racial/ethnic groups,
income levels, backgrounds, professions, and ages are involved in community
efforts. Careful selection of locations and times for meetings, for example, can
84
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encourage greater participation by different segments of the population. All
racial and ethnic groups should be made to feel welcome and encouraged to
participate in community efforts, particularly given the rapidly shifting
demographics of the area.
Serve as an advocate for the energy industry as appropriate, such as
through supporting educational efforts
The perception of energy companies is not always positive, and many people
have little understanding of the industry. Educational efforts might range from
illustrations of how oil and gas companies are good stewards of the land to
descriptions of desirable environmental properties of natural gas. Highlighting
industry progress in various areas could improve the cooperative spirit
between the community and the energy industry, with better outcomes in many
areas.
Become more aggressive with political advocacy
Many areas have benefitted from advocacy efforts with the state and federal
governments. As a center for energy, the issues facing the Odessa area are farreaching, with implications for the economic performance of the state and
nation. Given the fact that neither the challenges nor benefits are exclusively
local in nature, there are clear arguments for potential state and federal
assistance. Advocacy in Austin and Washington, DC could be an important
aspect of improving conditions in the local area, as well as in achieving funding
for needed initiatives.
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The Need for Targeted Economic Development Efforts
There are many reasons for economic performance, including factors which are
difficult or impossible to influence. These basic conditions include the
workforce, resources such as land and oil and natural gas reserves, and location.
However, the mere presence of these characteristics is insufficient to secure
and sustain economic health.
There are also many aspects of the business climate which are within the
control of legislators, government entities, business and community leaders,
and individuals. Successfully developing an economy requires a business and
social environment where companies want to locate. Attractiveness as a
potential location depends upon, among other things, a favorable tax and
regulatory climate, a fair and predictable judicial system, excellent education
and training at all levels, infrastructure that can sustain growth, and a desirable
quality of life in order to attract and retain workers with the requisite skills.
Even after these basic prerequisites are met, however, the level of competition
among states and even nations for quality corporate locations and expansions
requires concerted efforts to attract new activity, including marketing efforts
and incentives.

The Role of Marketing Efforts and Incentives
The highly competitive environment characterizing modern economic
development virtually demands that communities and regions seeking
continuing success be competitive with incentives and other location
requirements. Incentives, marketing efforts, and other enhancements are
widely used, and communities need such tools to “level the playing field.” In fact,
a variety of factors have coalesced in recent years to make them even more
significant.




First, labor and capital mobility has greatly increased. Skilled workers
in key growth sectors have shown a willingness to relocate in
response to enhanced opportunities, and financial markets efficiently
move capital and money to their highest and best uses.
Second, the site selection process has become more sophisticated.
Firms have come to recognize that they have significant “bargaining
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power” with state and local governments and are using it to
effectively reduce overall costs.
Third, increasing globalization has brought greater attention to all
aspects of costs. Firms, particularly in growth-oriented
manufacturing sectors, must offer a mix of output, innovation, and
profits that is competitive on an international scale. In such an
environment, even relatively minor variations in costs across
geographic areas can be a key factor in location decisions, and
incentives are an important part of the equation when areas are
roughly equivalent in other respects (which is the typical situation).
Fourth, firms are now held to higher levels of public scrutiny in debt
and equity markets than has been the case historically. In seeking
new locations, lower tax levels and specific economic incentive
packages bring with them a fiduciary duty to minimize overall outlays
and maximize profits; shareholders demand a higher level of
accountability. Therefore, it is necessary to be aggressive and
creative in structuring attractive packages to compete with other
communities.
Fifth, most large firms now employ agents (site selection consultants)
to assist in the location process. Because these firms largely compete
with one another based on their ability to secure incentives, areas
without competitive programs are often shut out of the process
entirely.

It must be remembered that economic development is a high stakes process in
which winners receive very significant rewards of jobs, investments, and tax
revenues; on the other hand, second place (even a very close second place) gets
nothing. The availability of funds to support economic development efforts is
essential, and the sales tax for that purpose has enabled communities across
the state to improve their ability to compete for new business activity and
retain existing firms.

Return on Odessa Economic Development Investment
In December 1992, The Perryman Group (Perryman Consultants) submitted “A
Comprehensive Analysis to Support a Strategic Plan for Promotion of Economic
Growth, Development and Diversification in the City of Odessa and the Ector
County Area.” This report reviewed competitive strengths and enhancement
opportunities, target industries, and other information for the Odessa area.
Progress since that time has been notable. Several viable new export sectors
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have emerged, as well as attractive retail, commercial, and residential
developments and new arts and entertainment venues.
The Perryman Group quantified the effectiveness of economic development
efforts based on investments of taxpayer funds and the related job gains. TPG
looked at all grants over the period since 1999, including those not directly
linked to job creation such as funds to universities or training programs. Grants
to companies no longer in business in the area were also included in the outlays,
although their activity is not a part of the current returns. The results indicate
an impressive annual return on investment of approximately 38.8%. To put that
rate of return in perspective, the US Interstate Highway System, which is
credited with enabling approximately 25% of all economic growth since its
inception, has a yearly rate of return of about 32.2%.
Every $1 provided in incentives to companies in the area generates $65 in total
spending each year, $35 in output (gross product), and $19 in income.
Another metric for comparison is the spending on economic development
efforts required for corporate expansions and locations and the associated jobs.
Although approximately $10,000 in economic development investment per job
is a widely used average in the economic development community, the Odessa
results indicate only $3,500 was spent per job created.
The bottom line is that Odessa’s economic development investments have been
extraordinarily effective. While, as expected, not every project has met
expectations, the overall track record has been exceptional.

Contrast to the 1980s Energy Downturn
The contrast between the most recent down cycle in the energy sector and the
one in the 1980s is marked. The response of the economy is indicative of the
importance of economic development and ongoing efforts to diversify the
economy.
One difference is that a lack of diversification was not the only problem during
the 1980s, and tax law changes compounded problems in the financial sector. In
1986 when crude oil prices fell dramatically, a wave of failures of banks overly
extended into energy loans was not far behind. Another wave of failures
followed as real estate loans also went bad (partially caused by tax laws which
encouraged financial institutions to invest in certain types of real estate and a
poorly crafted tax reform initiative that reduced returns on real estate). When
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the 1980s came to a close, 425 Texas commercial banks had failed, including
nine of the 10 largest Texas bank holding companies. It should be noted,
however, that Odessa did not experience as much of the real estate dislocation
as other areas, largely because the downturn in the energy sector dampened
the development that occurred in the area.
The end of the recent oil surge illustrates the critical nature of effective
economic development. During the 1980s, oil prices, rig counts, and oil and gas
employment in the area dropped by about the same percentage as the recent
decline. While the Odessa-area economy has clearly slowed this time, it has not
been devastated to the extent of the 1980s down cycle. In fact, the peak to
trough employment loss is only about 20% as large as that which occurred in
the prior downturn. A repeat of such a scenario is extremely unlikely, and
incentives have clearly helped diversify the economy and insulate it from oil
price declines.

Previous Economic Development Study
The Perryman Group performed an economic development study for the
Odessa area in 1992. At that time, key competitive strengths identified
included labor availability and costs, transportation network, enterprise zone,
EPA attainment area, energy reliability, higher education and training, probusiness attitude of local government, commitment to economic development
and diversification, medical facilities and health care, and the climate. Virtually
all of these strengths remain in place today. In fact, some (such as the health
care system) have been enhanced, though others have been eroded to some
extent (such as labor availability due to challenges including those within
ECISD).
Enhancement opportunities identified in the 1992 study include positive city
image and continued beautification, regional approach to development
initiatives, expansion of existing industries and businesses, diversification and
recruitment of targeted industries, linkage between education/training and
industry, business resources, funding for economic development promotion,
enhanced labor skills, tourism/retirement development, and the Interstate 27
corridor.
Significant progress has been achieved in several of these areas. Downtown
redevelopment, for example, is enhancing the city image and appearance, as is
the installation of public art in high visibility locations. Diversification has
improved, as demonstrated by the markedly muted response to the recent
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energy downturn compared to the 1980s. Education and training in the area
continues to improve, including efforts within high schools, Odessa College
programs, and additional initiatives at UTPB. The area approved the 4A sales
tax (4B was not available at the time) and the economic development
corporation is now on solid financial ground, with the resources needed to
engage in effective recruitment, retention, training, and promotional initiatives.
Notable developments in arts and entertainment as well as health care improve
the city’s position as a site for tourism and retirement. These achievements are
significant.
In the area of target industries, the 1992 study recommended aircraft
maintenance/parts, transportation equipment, medical apparatus, plastics and
rubber, industrial equipment, fabricated metal products, communications
equipment, and trucking and warehousing. Some success has been achieved in
these areas. For example, trucking and warehousing has expanded significantly,
now employing an estimated 2,814 persons in the area, which is more than
twice the level of the early 2000s. The dynamics of the economy, both locally
and globally, have changed markedly in the past 25 years, of course, and the
current study suggests a somewhat different set of targets, but certain
fundamental characteristics of the area remain unchanged, and therefore some
of the target industries remain viable.
Other issues noted in the 1992 study have improved. The 1992 study noted
that 48% of all local production and 18% of the employment base were energy
dependent. Currently, the oil and gas sector accounts for less than 13% of
employment and slightly more than 24% of output in the area. Thus, a notable
degree of diversification has occurred, In short, the past 25 years have involved
substantial progress for the Odessa area economy, although challenges remain.
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Conclusion
The Perryman Group has engaged in a data-driven analysis to assess the
current and future population and economy of the area, quantify workforce
needs by occupation, and determine target industries and recommendations.
Input from community leaders was also collected in order to capture additional
information which is impossible to obtain from economic or demographic
statistics.
A healthy economy depends on both the fundamental characteristics of an area
(such as workforce, location, and cost factors) and incremental economic
development efforts. Economic development and desirable growth in business
activity involves building from community strengths, such as the strong
presence of the energy industry. At the same time, weaknesses such as a
challenged system of public education can be overcome to a significant extent
through concerted efforts.
The Odessa area’s economic future is clearly tied to energy, but it is important
to shift the understanding of that role from a narrower perspective of
traditional oil and gas and support to a broader, more forward-looking one
which includes other types of energy and evolving segments within oil and gas
exploration and production. At the same time, the area can benefit from
developing in other directions such as warehousing and distribution.
This study provides a tool kit which can be used to improve the effectiveness of
economic development strategy. However, the ultimate success will be
determined, as always, by the concerted and focused actions of community
leaders.
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Appendix A: About The Perryman Group
The Perryman Group (TPG) is an economic research and analysis firm based in
Waco, Texas. The firm has more than 30 years of experience in assessing the
economic impact of corporate expansions, regulatory changes, real estate
developments, public policy initiatives, and myriad other factors affecting business
activity. TPG has conducted hundreds of impact analyses for local areas, regions,
and states throughout the United States. Impact studies have been performed for
hundreds of clients including many of the largest corporations in the world,
governmental entities at all levels, educational institutions, major health care
systems, utilities, and economic development organizations.
Dr. M. Ray Perryman, founder and President of the firm, developed the US MultiRegional Impact Assessment System (USMRIAS—used in this study) in the early
1980s and has consistently maintained, expanded, and updated it since that time.
The model has been used in hundreds of diverse applications and has an excellent
reputation for reliability.
The Perryman Group has analyzed the economic and fiscal aspects of a broad
range of corporate locations, infrastructure projects, mixed-use real estate
developments, and regulatory changes.
In addition, The Perryman Group maintains an extensive set of proprietary models
and systems which allow for unique evaluations of competitive strengths and
weaknesses, impact assessments, occupational patterns, effective targets for
future locations, and other aspects of the economic development process. Dr. M.
Ray Perryman, founder and president of the firm, pioneered many of the
techniques for economic development analysis now routinely used throughout the
world. He is the author of “The Market for Prosperity,” a widely used primer on
economic development that is used throughout the US. He is also the author of
“Texas, Our Texas,” the comprehensive plan that led to most of the major incentive
programs in the state. He has been the keynote speaker at the International
Economic Development Conference, Site Selection Annual Conference, Institute for
Supply Management (ISM) Conference, Canadian Economic Development Forum,
and many other major economic development venues. He is presently
collaborating with the Institute for Strategy and Competitiveness at Harvard
University on a project to define next-generation economic development practices.
The Perryman Group has also been involved in research and modeling of Odessa
and the Permian Basin area for more than 30 years, and Dr. Perryman is a long-
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time resident. TPG produces a regular subscription forecast and has performed
numerous economic analyses ranging from economic development studies to
impact assessments to public policy studies. Examples include a prior economic
development study, several analyses related to the La Entrada al Pacifico highway
corridor, an assessment of the local energy-related workforce, an evaluation of the
proposed expansion of the Texas Tech University Health Sciences Center, and an
economic rationale for the engineering programs at the University of Texas of the
Permian Basin (UTPB), as well as impact studies of the West Texas Food Bank
expansion, the football program at UTPB, and several corporate locations. The firm
also has performed hundreds of studies related to education, health care, energy,
transportation, and many other sectors that are potentially relevant to the current
analysis, as well as numerous assessments related to the economy of Mexico
(including the original study for the Congress of the United States underlying the
North American Free Trade Agreement).
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Appendix B: Methods Used
Texas Econometric Model
Overview
The Texas Econometric Model was developed by Dr. M. Ray Perryman, President
and CEO of The Perryman Group (TPG), more than 30 years ago and has been
consistently maintained, expanded, and updated since that time. It is formulated in
an internally consistent manner and is designed to permit the integration of
relevant global, national, state, and local factors into the projection process. It is
the result of more than three decades of continuing research in econometrics,
economic theory, statistical methods, and key policy issues and behavioral
patterns, as well as intensive, ongoing study of all aspects of the global, US, Texas,
and Texas metropolitan area economies. It is extensively used by scores of federal
and State governmental entities on an ongoing basis, as well as hundreds of major
corporations. It is employed in the current analysis to project future baseline
economic and demographic patterns in Odessa MSA and the Permian Basin Region,
and to provide the essential inputs to the workforce and occupational analysis.
This section describes the forecasting process in a comprehensive manner,
focusing on both the modeling and the supplemental analysis. The overall
methodology, while certainly not ensuring perfect foresight, permits an enormous
body of relevant information to impact the economic outlook in a systematic
manner.
Model Logic and Structure
The Texas Econometric Model revolves around a core system which projects
output (real and nominal), income (real and nominal), and employment by industry
in a simultaneous manner. For purposes of illustration, it is useful to initially
consider the employment functions. Essentially, employment within the system is a
derived demand relationship obtained from a neo-Classical production function.
The expressions are augmented to include dynamic temporal adjustments to
changes in relative factor input costs, output and (implicitly) productivity, and
technological progress over time. Thus, the typical equation includes output, the
relative real cost of labor and capital, dynamic lag structures, and a technological
adjustment parameter. The functional form is logarithmic, thus preserving the
theoretical consistency with the neo-Classical formulation.
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The income segment of the model is divided into wage and non-wage components.
The wage equations, like their employment counterparts, are individually
estimated at the 3-digit North American Industry Classification System (NAICS)
level of aggregation. Hence, income by place of work is measured for
approximately 90 production categories. The wage equations measure real
compensation, with the form of the variable structure differing between “basic”
and “non-basic.”
The basic industries, comprised primarily of the various components of Mining,
Agriculture, and Manufacturing, are export-oriented, i.e., they bring external
dollars into the area and form the core of the economy. The production of these
sectors typically flows into national and international markets; hence, the labor
markets are influenced by conditions in areas beyond the borders of the particular
region. Thus, real (inflation-adjusted) wages in the basic industry are expressed as a
function of the corresponding national rates, as well as measures of local labor
market conditions (the reciprocal of the unemployment rate), dynamic adjustment
parameters, and ongoing trends.
The “non-basic” sectors are somewhat different in nature, as the strength of their
labor markets is linked to the health of the local export sectors. Consequently,
wages in these industries are related to those in the basic segment of the economy.
The relationship also includes the local labor market measures contained in the
basic wage equations.
Note that compensation rates in the export or “basic” sectors provide a key
element of the interaction of the regional economies with national and
international market phenomena, while the “non-basic” or local industries are
strongly impacted by area production levels. Given the wage and employment
equations, multiplicative identities in each industry provide expressions for total
compensation; these totals may then be aggregated to determine aggregate wage
and salary income. Simple linkage equations are then estimated for the calculation
of personal income by place of work.
The non-labor aspects of personal income are modeled at the regional level using
straightforward empirical expressions relating to national performance, dynamic
responses, and evolving temporal patterns. In some instances (such as dividends,
rents, and others) national variables (for example, interest rates) directly enter the
forecasting system. These factors have numerous other implicit linkages into the
system resulting from their simultaneous interaction with other phenomena in
national and international markets which are explicitly included in various
expressions.
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The output or gross area product expressions are also developed at the 3-digit
NAICS level. Regional output for basic industries is linked to national performance
in the relevant industries, local and national production in key related sectors,
relative area and national labor costs in the industry, dynamic adjustment
parameters, and ongoing changes in industrial interrelationships (driven by
technological changes in production processes).
Output in the non-basic sectors is modeled as a function of basic production levels,
output in related local support industries (if applicable), dynamic temporal
adjustments, and ongoing patterns. The inter-industry linkages are obtained from
the input-output (impact assessment) system which is part of the overall integrated
modeling structure maintained by The Perryman Group. Note that the dominant
component of the econometric system involves the simultaneous estimation and
projection of output (real and nominal), income (real and nominal), and
employment at a disaggregated industrial level. This process, of necessity, also
produces projections of regional price deflators by industry. These values are
affected by both national pricing patterns and local cost variations and permit
changes in prices to impact other aspects of economic behavior. Income is
converted from real to nominal terms using Texas Consumer Price Index, which
fluctuates in response to national pricing patterns and unique local phenomena.
Several other components of the model are critical to the forecasting process. The
demographic module includes (1) a linkage equation between wage and salary
(establishment) employment and household employment, (2) a labor force
participation rate function, and (3) a complete population system with endogenous
migration. Given household employment, labor force participation (which is a
function of economic conditions and evolving patterns of worker preferences), and
the working age population, the unemployment rate and level become identities.
The population system uses Census information, fertility rates, and life tables to
determine the “natural” changes in population by age group. Migration, the most
difficult segment of population dynamics to track, is estimated in relation to
relative regional and extra-regional economic conditions over time. Because
evolving economic conditions determine migration in the system, population
changes are allowed to interact simultaneously with overall economic conditions.
Through this process, migration is treated as endogenous to the system, thus
allowing population to vary in accordance with relative business performance
(particularly employment).
Real retail sales is related to income, interest rates, dynamic adjustments, and
patterns in consumer behavior on a store group basis. It is expressed on an
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inflation-adjusted basis. Inflation at the state level relates to national patterns,
indicators of relative economic conditions, and ongoing trends. As noted earlier,
prices are endogenous to the system.
A final significant segment of the forecasting system relates to real estate
absorption and activity. The short-term demand for various types of property is
determined by underlying economic and demographic factors, with short-term
adjustments to reflect the current status of the pertinent building cycle. In some
instances, this portion of the forecast requires integration with the Multi-Regional
Industry-Occupation System which is maintained by The Perryman Group. This
system also allows any employment simulation or forecast from the econometric
model to be translated into a highly detailed occupational profile.
The overall Texas Econometric Model contains numerous additional specifications,
and individual expressions are modified to reflect alternative lag structures,
empirical properties of the estimates, simulation requirements, and similar
phenomena. Moreover, it is updated on an ongoing basis as new data releases
become available. Nonetheless, the above synopsis offers a basic understanding of
the overall structure and underlying logic of the system.
Model Simulation and Multi-Regional Structure
The initial phase of the simulation process is the execution of a standard non-linear
algorithm for the state system and that of each of the individual sub-areas. The
external assumptions are derived from scenarios developed through national and
international models and extensive analysis by The Perryman Group. The US
model, which follows the basic structure outlined above, was used to some extent
in the current analysis to define the demand for domestically produced goods on a
per capita basis.
Once the initial simulations are completed, they are merged into a single system
with additive constraints and interregional flows. Using information on minimum
regional requirements, import needs, export potential, and locations, it becomes
possible to balance the various forecasts into a mathematically consistent set of
results. This process is, in effect, a disciplining exercise with regard to the individual
regional (including metropolitan and rural) systems. By compelling equilibrium
across all regions and sectors, the algorithm ensures that the patterns in state
activity are reasonable in light of smaller area dynamics and, conversely, that the
regional outlooks are within plausible performance levels for the state as a whole.
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The iterative simulation process has the additional property of imposing a global
convergence criterion across the entire multi-regional system, with balance being
achieved simultaneously on both a sectoral and a geographic basis. This approach is
particularly critical on non-linear dynamic systems, as independent simulations of
individual systems often yield unstable, non-convergent outcomes.
It should be noted that the underlying data for the modeling and simulation
process are frequently updated and revised by the various public and private
entities compiling them. Whenever those modifications to the database occur, they
bring corresponding changes to the structural parameter estimates of the various
systems and the solutions to the simulation and forecasting system. The multiregional version of the Texas Econometric Model is re-estimated and simulated
with each such data release, thus providing a constantly evolving and current
assessment of state and local business activity.
The Final Forecast
The process described above is followed to produce an initial set of projections.
Through the comprehensive multi-regional modeling and simulation process, a
systematic analysis is generated which accounts for both historical patterns in
economic performance and inter-relationships and best available information on
the future course of pertinent external factors. While the best available techniques
and data are employed in this effort, they are not capable of directly capturing
“street sense,” i.e., the contemporaneous and often non-quantifiable information
that can materially affect economic outcomes. In order to provide a comprehensive
approach to the prediction of business conditions, it is necessary to compile and
assimilate extensive material regarding current events and factors both across the
state of Texas and elsewhere.
This critical aspect of the forecasting methodology includes activities such as (1)
daily review of hundreds of financial and business publications and electronic
information sites; (2) review of major newspapers and online news sources in the
state on a daily basis; (3) dozens of hours of direct telephone interviews with key
business and political leaders in all parts of the state; (4) face-to-face discussions
with representatives of major industry groups; and (5) frequent site visits to the
various regions of the state. The insights arising from this “fact finding” are
analyzed and evaluated for their effects on the likely course of the future activity.
Another vital information resource stems from the firm’s ongoing interaction with
key players in the international, domestic, and state economic scenes. Such
activities include visiting with corporate groups on a regular basis and being
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regularly involved in the policy process at all levels. The firm is also an active
participant in many major corporate relocations, economic development
initiatives, and regulatory proceedings.
Once organized, this information is carefully assessed and, when appropriate,
independently verified. The impact on specific communities and sectors that is
distinct from what is captured by the econometric system is then factored into the
forecast analysis. For example, the opening or closing of a major facility,
particularly in a relatively small area, can cause a sudden change in business
performance that will not be accounted for by either a modeling system based on
historical relationships or expected (primarily national and international) factors.
The final step in the forecasting process is the integration of this material into the
results in a logical and mathematically consistent manner. In some instances, this
task is accomplished through “constant adjustment factors” which augment
relevant equations. In other cases, anticipated changes in industrial structure or
regulatory parameters are initially simulated within the context of the MultiRegional Impact Assessment System to estimate their ultimate effects by sector.
Those findings are then factored into the simulation as constant adjustments on a
distributed temporal basis. Once this scenario is formulated, the extended system
is again balanced across regions and sectors through an iterative simulation
algorithm analogous to that described in the preceding section.

US Multi-Regional Industry-Occupation System
The US Multi-Regional Industry-Occupation System translates standard data on
employment by industry (derived from the Texas Econometric Model, the US
Multi-Regional Impact Assessment System, or other sources) into estimates of
occupational categories at a highly detailed level.
The modeling process begins with the industry-occupation coefficients compiled
by the US Department of Labor based on extensive surveys of operating patterns
in thousands of firms and other secondary sources. As an example, a typical tire
plant of a given size requires machinists, mechanics, plant managers, administrative
staff, custodial staff, shipping personnel, and numerous other types of workers. By
compiling this information across the entire economy, a matrix is created which
allows the data on employment by industry (which is regularly projected) to be
translated into employment by occupation.
The US Multi-Regional Industry-Occupation System links this basic structure
specifically to the economy of every metropolitan area, region, and county in the
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US, accounting for productivity and production patterns in each area. It is also
regularly updated to reflect evolving patterns. The system can be fully integrated
with historical employment data and the projections obtained from the Texas
Econometric Model. It can also be linked to results from the US Multi-Regional
Impact Assessment System. Thus, the industry-occupation system is a flexible
mechanism to allow extensive evaluations of workforce characteristics and
patterns. It is highly detailed, providing results for more than 1,000 occupational
categories.
In the present study, it was used to develop baseline occupational profiles of the
Odessa MSA and the Permian Basin COG Region.

US Multi-Regional Impact Assessment System
In order to estimate the potential effects of expanding in key industrial segments in
the Odessa-Ector County Analysis Area, The Perryman Group utilized its US MultiRegional Impact Assessment System (USMRIAS).
The basic modeling technique used in this segment of the analysis is known as
dynamic input-output analysis. This methodology essentially uses extensive survey
data, industry information, and a variety of corroborative source materials to
create a matrix describing the various goods and services (known as resources or
inputs) required to produce one unit (a dollar’s worth) of output for a given sector.
Once the base information is compiled, it can be mathematically simulated to
generate evaluations of the magnitude of successive rounds of activity involved in
the overall production process.
There are two essential steps in conducting an input-output analysis once the
system is operational. The first major endeavor is to accurately define the levels of
direct activity to be evaluated. In this instance, The Perryman Group utilized the
USMRIAS to determine the overall economic effects of past actions by the Odessa
Development Corporation and to determine the multipliers associated with
potential target industries.
The second major phase of the analysis is the simulation of the input-output system
to measure overall economic effects of the projects facilitated by the sales tax for
economic development. The present study was conducted within the context of
the USMRIAS which was developed and is maintained by The Perryman Group.
This model has been used in hundreds of diverse applications across the country
and has an excellent reputation for accuracy and credibility. The systems used in
the current simulations reflect the unique industrial structures and characteristics
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of the Odessa-Ector County Analysis Area (defined as the Odessa MSA and the
Permian Basin COG).
The USMRIAS is somewhat similar in format to the Input-Output Model of the
United States and the Regional Input-Output Modeling System, both of which are
maintained by the US Department of Commerce. The model developed by TPG,
however, incorporates several important enhancements and refinements.
Specifically, the expanded system includes (1) comprehensive 500-sector coverage
for any county, multi-county, or urban region; (2) calculation of both total
expenditures and value-added by industry and region; (3) direct estimation of
expenditures for multiple basic input choices (expenditures, output, income, or
employment); (4) extensive parameter localization; (5) price adjustments for real
and nominal assessments by sectors and areas; (6) measurement of the induced
impacts associated with payrolls and consumer spending; (7) embedded modules to
estimate multi-sectoral direct spending effects; (8) estimation of retail spending
activity by consumers; and (9) comprehensive linkage and integration capabilities
with a wide variety of econometric, real estate, occupational, and fiscal impact
models. Moreover, the model uses specific local taxing patterns to estimate the
fiscal effects of activity on a detailed sectoral basis. The models used for the
present investigation have been thoroughly tested for reasonableness and
historical reliability.
The impact assessment (input-output) process essentially estimates the amounts
of all types of goods and services required to produce one unit (a dollar’s worth) of
a specific type of output. For purposes of illustrating the nature of the system, it is
useful to think of inputs and outputs in dollar (rather than physical) terms. As an
example, the construction of a new building will require specific dollar amounts of
lumber, glass, concrete, hand tools, architectural services, interior design services,
paint, plumbing, and numerous other elements. Each of these suppliers must, in
turn, purchase additional dollar amounts of inputs. This process continues through
multiple rounds of production, thus generating subsequent increments to business
activity. The initial process of building the facility is known as the direct effect. The
ensuing transactions in the output chain constitute the indirect effect.
Another pattern that arises in response to any direct economic activity comes from
the payroll dollars received by employees at each stage of the production cycle. As
workers are compensated, they use some of their income for taxes, savings, and
purchases from external markets. A substantial portion, however, is spent locally
on food, clothing, health care services, utilities, housing, recreation, and other
items. Typical purchasing patterns in the relevant areas are obtained from the Cost
of Living Index maintained by the Council for Community Research and Economics,
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a privately compiled inter-regional measure which has been widely used for several
decades, and the Consumer Expenditure Survey of the US Department of Labor.
These initial outlays by area residents generate further secondary activity as local
providers acquire inputs to meet this consumer demand. These consumer spending
impacts are known as the induced effect. The USMRIAS is designed to provide
realistic, yet conservative, estimates of these phenomena.
Sources for information used in this process include the Bureau of the Census, the
Bureau of Labor Statistics, the Regional Economic Information System of the US
Department of Commerce, and other public and private sources. The pricing data
are compiled from the US Department of Labor and the US Department of
Commerce. The verification and testing procedures make use of extensive public
and private sources.
Impacts were measured in constant 2015 dollars to eliminate the effects of
inflation. Note that totals may not add due to rounding.
The USMRIAS generates estimates of the effect on several measures of business
activity. The most comprehensive measure of economic activity used in this study
is Total Expenditures. This measure incorporates every dollar that changes hands
in any transaction. For example, suppose a farmer sells wheat to a miller for $0.50;
the miller then sells flour to a baker for $0.75; the baker, in turn, sells bread to a
customer for $1.25. The Total Expenditures recorded in this instance would be
$2.50, that is, $0.50 + $0.75 + $1.25. This measure is quite broad, but is useful in
that (1) it reflects the overall interplay of all industries in the economy, and (2)
some key fiscal variables such as sales taxes are linked to aggregate spending.
A second measure of business activity frequently employed in this analysis is that
of Gross Product. This indicator represents the regional equivalent of Gross
Domestic Product, the most commonly reported statistic regarding national
economic performance. In other words, the Gross Product of Texas is the amount
of US output that is produced in that state; it is defined as the value of all final
goods produced in a given region for a specific period of time. Stated differently, it
captures the amount of value-added (gross area product) over intermediate goods
and services at each stage of the production process, that is, it eliminates the
double counting in the Total Expenditures concept. Using the example above, the
Gross Product is $1.25 (the value of the bread) rather than $2.50. Alternatively, it
may be viewed as the sum of the value-added by the farmer, $0.50; the miller,
$0.25 ($0.75 - $0.50); and the baker, $0.50 ($1.25 - $0.75). The total value-added
is, therefore, $1.25, which is equivalent to the final value of the bread. In many
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industries, the primary component of value-added is the wage and salary payments
to employees.
The third gauge of economic activity used in this evaluation is Personal Income. As
the name implies, Personal Income is simply the income received by individuals,
whether in the form of wages, salaries, interest, dividends, proprietors’ profits, or
other sources. It may thus be viewed as the segment of overall impacts which flows
directly to the citizenry.
The fourth measure, Retail Sales, represents the component of Total Expenditures
which occurs in retail outlets (general merchandise stores, automobile dealers and
service stations, building materials stores, food stores, drugstores, restaurants, and
so forth). Retail Sales is a commonly used measure of consumer activity.
The final aggregates used are Permanent Jobs and Person-Years of Employment.
The Person-Years of Employment measure reveals the full-time equivalent jobs
generated by an activity. It should be noted that, unlike the dollar values described
above, Permanent Jobs is a “stock” rather than a “flow.” In other words, if an area
produces $1 million in output in 2014 and $1 million in 2015, it is appropriate to
say that $2 million was achieved in the 2014-2015 period. If the same area has 100
people working in 2014 and 100 in 2015, it only has 100 Permanent Jobs. When a
flow of jobs is measured, such as in a construction project or a cumulative
assessment over multiple years, it is appropriate to measure employment in
Person-Years (a person working for a year). This concept is distinct from
Permanent Jobs, which anticipates that the relevant positions will be maintained
on a continuing basis.
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