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Our proposal is: 
• Responsible 
 
• Thoughtful 
 
• Sustainable 
 
• Consistent with our values, given the constraints we 

are facing 
 



A quick look back 

• This budget is a response to the greatest fiscal 
challenge of our times. 

 
• Leading up to this budget, we’ve had a three-

year decline in revenues, several 
supplemental and early action bills, and 
billions of dollars in cuts to services. 

 
 



The recession has had a multi-billion-
dollar impact  

 
 

 
In the past three years, we’ve made up for billions in lost 
revenue with:  
• $5.3 billion in budget reductions  
• $3.8 billion in federal funds  
• $2.2 billion from other funds and reserves 
 
 
2009 Session: $1.7 billion shortfall for FY 2009  
•$300 million cuts 
•$900 million federal  
•$500 million transfers/reserves 
 
2009 Session: $7.4 billion shortfall for 2009-11 
•$3.6 billion cuts 
•$2 billion federal/ARRA  
 
2010 Session: $2.8 billion shortfall for FY 2010 
•$618 million federal funds  
•$721 million cuts 
•$761 million various revenue increases  
•$690 million fund transfers and use of reserves.  
 

Since 2010 session: $1.1B shortfall for FY 2010 
•Governor ordered across-the-board cuts 
•2010 Special Session: $490 million cuts 
•2011 session Early Action Bill: $242 million cuts 
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Responsible:  
We are spending less than the expected resources 
 
Total Resources:  $33.214 billion 
 
Total Spending: $32.419 billion 



Responsible 
• Though we will bring in more state money this year 

than last, we still spend less this biennium – and less 
than we did in the 07-09 biennium. 

 

32,578 

30,358 

32,419 

900 

2,300 

25,000 

26,000 

27,000 

28,000 

29,000 

30,000 

31,000 

32,000 

33,000 

34,000 

35,000 

2007-09 2009-11 2011-13 

Dollars 
( Millions) 

 

Biennium 

State Spending with Federal Stimulus 

Federal ARRA 
Funding 

Near General Fund 
State plus 
Opprotunity 
Pathways 



Thoughtful: 

• Minimizes cuts that might help in the short-
run, but will cost us more in the long run. 

 
▫ Preventative care for children. 
 
▫ Family planning services 
 
▫ Early learning so children succeed in school 

 
 
 



Before our policy changes 
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Sustainable 
We significantly reduce the spending bow wave 
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Major pieces of this budget 

• Employee compensation 
• Pension reform 
• K-12 Education 
• Higher ed Institutions and Financial Aid 
• Health  Care 
• Human services 
• Natural resources 

 



Employee compensation 
• We accept the collective bargaining agreements 

Governor Gregoire and labor organizations agreed to. 
 
• State/higher ed employees take a 3% salary reduction 

and in turn get unpaid leave. 
 
• State/higher ed employees will pay 15% of their health 

care premiums – state share is frozen at $850/month. 
 
• Some represented employees still get step increases, 

however these are not funded 
 
 
 



Pension reform 
• We are fully funding the actuarially-recommended 

pension contributions. 
 
• Plans 1 (PERS + TRS) automatic increases are 

eliminated; we protect low-income retirees with an 
increased minimum benefit. 

 
• Retire-rehire is rolled back to original policy 
 
• Higher education retirement plans are modified; a 

dedicated fund is created to manage risk. 



K-12 Education 
• Retain: Basic education, levy equalization, Readiness 

to Learn, Highly Capable, pupil transportation and 
most of the National Board Bonus 

• Reduce: 
▫ Initiatives 728 and 732 ($1.16 billion) 
▫ No salary steps for teachers ($56.4 million) 
▫ K-4 Class Size ($215.7 million) 
▫ Alternative Learning Experiences ($53 million) 

• Reform: We are taking steps to implement new basic 
education formulas 



Higher education institutions 
• State support is reduced and tuition makes up some of the 

loss 
• Higher ed institution funding changes after tuition increases* : 

 School Tuition Reduction 

University of Washington +13%/13% (4.4%) 

Washington State University +13%/13% (5.1%) 

Western Washington University +13%/13% (3.2%) 

Eastern Washington University +11.5/11.5% (5.4%) 

Central Washington University +11.5/11.5% (5.4%) 

The Evergreen State College +11.5%/11.5% (3.4%) 

Community and Technical Colleges +11%/11% (7.3%) 
 

*Includes 3% salary reductions which are currently shown in back of budget 
 



Higher education financial aid 
 • Retain: State Need Grant (SNG) funding is increased 

by $103.1 million to adjust for tuition increases in 
order to ensure access for low-income students. 

• Reduce: Many financial aid programs are suspended, 
including state work study. 

• Reform: 
▫ Higher Education Coordinating Board policy functions 

are reduced, but still oversee financial aid. 
▫ Provide incentives to improve graduation rates; 

“compete to complete” accountability. 
 
 



Health care services 
• Retain: Children’s Health and family planning 
• Reduce:  
▫ Hospital rates are reduced based on Navigant study 
▫ Federally-qualified health care center funding rates are 

revised  
▫ Basic Health Plan based on Medicaid eligibility 
▫ Assuming more savings from emergency room utilization, 

managed care for SSI recipients, increased family planning. 
• Reform: We take steps towards health care reform 
▫ Short-term funding the Basic Health Plan and Disability 

Lifeline until they are 100% federally-funded 
▫ Implementing Health Benefits Exchange 

 



Human Services 
 • Retain:  

▫ State food assistance and refugee employment and 
naturalization services (ESHB 1086 level) 

▫ Our commitment to foster children 
 

• Reduce: Personal service hours, nursing home rates 
 
• Reform: 
▫ Our children’s welfare system – new community partners 

will be working with DSHS staff 
▫ Disability Lifeline cash grants become a housing program 
 



Natural Resources 
 
• Retain: Core missions of agencies 
• Reduce: We are making a number of programs in the 

Department of Agriculture fee-supported – saving 
$10.8 million. 

• Reform: 
▫ We are proposing a “Discover Washington” pass 

program for using state parks and other state lands. 
▫ It is not a core function of state government to 

promote agricultural products – we assume growers 
will take over this function. 

 
 



Balance Sheet 
Near General Fund-
State/Opportunity Pathways 
(dollars in millions) 



Is this the sustainability we want? 
• Continue to not meet Basic Education funding 

requirements per McCleary. 
 
• A higher ed system that certainly will not be able to 

meet the needs of our best employers in coming 
years, forcing the importation of key employees. 

 
• A safety net stretched to the breaking point in many 

places. 
 
 



Next steps for sustainability 
• Long-term care financing plan. 
• Basic education financing effort to provide 

adequate funding to address McCleary. 
• Reform in higher education; tuition flexibility, 

better utilization of community colleges. 
• Integration with federal health care reform. 
• Information technology changes. 
• Possible constitutional amendments. 



We are making the most responsible 
decisions we can in the toughest 
economic times the majority of us 
have ever seen. 
 



To provide a foundation for our future, 
we preserved funding for: 

1. Basic education 
2. Levy Equalization for school districts 
3. Early Childhood Education and Assistance Program (ECEAP) 
4. Passport to College for foster children 
5. National Board Certification for Teachers 
6. Opportunity Pathways – need grants for college students 
7. Apple Health care for children 
8. Disability Lifeline 
9. Basic Health Plan  
10. Family Planning 

 



To ensure sustainability we’re redesigning 
government to meet today’s challenges  

1. Ending Retire-Rehire abuses 
2. Saving future pension costs 
3. Increasing high school and higher education graduation rates 
4. Making investments in new K-12 funding formulas 
5. Moving our health care system forward – more managed care, 

bridging to federal health care reform 
6. Disability Lifeline housing program 
7. Cost recovery in natural resource programs – parks, water, etc 
8. Rational information technology decisions 
9. Arts and heritage alignment 
10. Child welfare program – community partnerships contract 

 



This isn’t the budget most of us would 
have chosen, but: 

• We are spending less than we did in 2007. 
• We are spending less than the projected revenues 

for the next biennium. 
• We focused on things that are important to 

Washington’s people. 
• We took good ideas from both sides of the aisle. 
• We are leaving a responsible ending-fund balance. 
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