Washington State University
2021-23 Regular Budget Session
Policy Level - RD - 15% Budget Reduction

Agency Recommendation Summary
As requested by the Office of Financial Management, this package articulates potential impacts of a 15 percent reduction to Washington State

University’s maintenance level Near General Fund-State appropriation or $82.9 million for the 2021-23 biennium.

Fiscal Summary

Fiscal Summary Fiscal Years Biennial Fiscal Years Biennial
Dollars in Thousands 2022 2023 2021-23 2024 2025 2023-25
Staffing
FTEs -337.9 -338.0 -337.95 -338.0 -338.0 -338.0
Operating Expenditures
Fund 001 -1 ($36,885) ($36,969) ($73,854) ($36,969) ($36,969) ($73,938)
Fund 08A - 1 ($2,550) ($2,550) ($5,100) ($2,550) ($2,550) ($5,100)
Fund 24J - 1 ($1,956) ($1,956) ($3,912) ($1,956) ($1,956) ($3,912)

Total Expenditures ($41,391) ($41,475) ($82,866) ($41,475) ($41,475) ($82,950)

Decision Package Description

For the purpose of this decision package, the fiscal detail shows an across the board approach to the reduction including proviso funds that are
assumed subject to reduction as part of the maintenance level budget. Any reduction of this level would have to be made in a strategic way

keeping in mind core principles described further below.
In anticipation of any reduction that may be enacted, WSU makes three requests to help administer it:

e WSU requests any reduction not be prescriptive. Oftentimes, certain programming cannot be immediately eliminated in its entirety and
anticipated savings cannot be realized in full. The elimination of an academic program, for instance, would still leave the university to teach
students out until graduation, requiring expenditures that could not be eliminated until such time. In a reduction environment, the university
would appreciate the flexibility to be surgical in making reductions to help preserve priority programming, even if in a weakened state.

e WSU requests anticipated expenditures levied against anticipated tuition revenues not exceed those anticipated revenues. In recent years,
costs for minimum wage increases, benefits, central services, and the state’s One Washington modernization initiative have exceeded
revenue projections, requiring the university to absorb those additional costs resulting in an effective cut.

e WSU requests provisos from previous biennia simply be reflected in the total appropriation to the university and not be called out
specifically in budget language. Those appropriations count toward calculating any reduction in total appropriation but by being itemized in

statute could be assumed exempt from any university-imposed reduction to help manage a broader cut, requiring larger cuts elsewhere.

The university understands the state’s fiscal problems are one of regrettably simple math. It also understands that higher education is uniquely
vulnerable in this context.

That said, the university believes the state should be aware of how uncommonly vulnerable WSU is entering this recession, the vulnerability of its
modern student body with many students coming from traditionally underrepresented populations, and higher education’s value proposition in a

recovering economy.

As has previously been reported, the university’s state appropriation in real dollars unadjusted for inflation only in FY2020 reached a level last
seen in FY2008, before the onset of the Great Recession. Rather than simply regrow to its old self, the university in that time has added a
medical school, a new campus in Everett, new satellite academic programs in Bremerton and Yakima, thousands more high-demand student

enrollments and a fleet of new services to drive success among those student populations from traditionally underrepresented backgrounds.

To accommodate this, many reductions made during the Great Recession remain undone. Class sizes are often larger than in 2008 and the ratio
of tenure track faculty to adjunct faculty is smaller, for instance. Beneath valuable investments made since the Great Recession to promote
economic recovery, access and academic success for place-bound or otherwise disadvantaged students, and statewide health, rests a base of
resources that are thinly spread across a state-funded enterprise where faculty and staff shoulder greater responsibilities. The university has just

completed a three-year recovery cycle to re-calibrate and realign with these realities and successfully returned to fiscal health.

As the university faces the prospect of weathering renewed reductions in state appropriation, it is abundantly clear that the kind of dramatic

tuition increases that partially mitigated reductions during the Great Recession aren’t available even if authorized. Markets simply won’t bear
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them.

Further, this comes at a time when the university is being uncommonly damaged by financial trauma inflicted upon non-state-funded auxiliary
enterprises, creating cash flow challenges. University residence halls will be at just 15 percent occupancy for at least the fall semester, a problem
which would be made worse should WSU be unable to return to inperson instruction in January. As at other universities, the postponement of
the fall sports season is creating unprecedented challenges for athletics. Limitations placed on the acceptance of nonemergency clients has
dramatically curbed revenues at the Veterinary Teaching Hospital on the Pullman campus. Federal funds gratefully received have helped patch
holes left in the housing enterprise to backfill refunds made to students once the university encouraged them to not return to campus following
spring break. No such assistance is anticipated going forward.

All told, these independent challenges have created a perfect storm for WSU.

As with any reduction throughout state government, new reduction in state appropriation at WSU simply will not be painless for the university, its
students, communities and stakeholders. The university’s diverse student body is vulnerable in its own way, with 36.1 percent made up of first-

generation college students in the fall of 2019.

The university has signaled that among its budget priorities in a reduction environment will be the preservation of employment — including student

employment — and academic programming to the best of its ability. This is consistent with how the university managed the Great Recession.

Some academic programing was eliminated and all academic programs suffered reductions in service in some form. However, doors to high

demand and other core programming at least remained open for students to walk through.

Administration — including all services provided administratively, such as student services — suffered great reductions. As has been previously
stated, employment increases at WSU since the Great Recession have included significant investments in wraparound services most utilized by
student populations that need them, including first generation college students, veterans, and others from traditionally underrepresented
backgrounds. This includes not just tutors and advisers, but counselors and other professionals relied upon by the entire student population to
promote mental health.

As much as anything, economic recessions make the case for higher education’s value proposition. The U.S. Bureau of Labor Statistics Current
Population Survey in 2012 illustrated how every level of educational attainment corresponded with better employment and earnings outcomes.

Data produced by the federal government this spring showed a widening delta. The Federal Reserve reported 39 percent of those employed in
February from households earning under $40,000 suffered a job loss in March while 63 percent of workers with at least a Bachelor’s degree
worked entirely from home. In calling for an “inclusive economic recovery,” a July report by the Washington Roundtable noted higher
unemployment rates during the Great Recession for younger workers and communities of color. It also called out peak unemployment rates for

workers with a high school diploma or less that were more than twice seen by holders of bachelor’s degrees.

In completing this decision package as directed, WSU hopes all these factors will be taken into account as policy makers go about the difficult
and painful work of correcting the state’s budgetary imbalance.

Page: 2 of 5


https://www.federalreserve.gov/publications/files/2019-report-economic-well-being-us-households-202005.pdf
https://www.waroundtable.com/wp-content/uploads/2020/07/P270_RestartingAmidstCovid_7.2020.pdf

Washington State University
Policy Level - RD - 15% Budget Reduction

Assumptions and Calculations

Expansion, Reduction, Elimination or Alteration of a current program or service:
See discussion below.

Detailed Assumptions and Calculations:

As described above, the approach taken for the decision package is across the board, assuming that reductions are proportional to historical
state general fund spending. The 2021-23 maintenance-level budget upon which the reduction is assessed is approximately $552 million and
includes General Fund-State, Education Legacy and Workforce Education Investment Account funds.

Higher education is in essence a people business with over 85% of costs attributed to salaries and benefits; thus, the impact to jobs is
unavoidable. The possible magnitude of that is highlighted by the FTE impact of approximately 338.

To provide a sense of scale, these are three hypothetical scenarios that reflect operating funds that are roughly equivalent to 15 percent of

WSU?’s state appropriation.

*The colleges of nursing and medicine combined

*The colleges of business, communication and education combined

*The college of pharmacy, the graduate school and the entire student services budget at the Pullman campus combined

Workforce Assumptions:

Salaries include the following FTE by job classification. FTE reductions also used an across the board approach for the four employee types

listed below and were based on FY 2020 payroll information. FTE amounts were calculated using average employee salaries and the total salary

expenditure reduction. Benefit costs are estimated based on the WSU average for each classification.

Salaries & Benefits by Job Class

[ FY 2022

[ FTE I Salaries ] Benefits [ Total
Faculty (119.6) (9,810,000) (2,935,000) (12,745,000)
Exempt (88.0) (7,216,000) (2,465,000) (9,681,000)
Classified (34.0) (2,791,000) (1,300,000) {4,091,000)
Graduate Asst. (96.2)  (7,889,000)  (973,000) (8,862,000)

(337.9)  (27,706,000) (7,673,000) (35,379,000}

[ FY 2023 thru FY 2025

| FTE | Salaries ‘ Benefits | Total
Faculty (119.7) (9,813,000) (2,935,000) (12,748,000)
Exempt (88.0)  (7,218,000) (2,464,000) (9,682,000)
Classified (34.1)  (2,792,000) (1,300,000) {4,092,000)
Graduate Asst. (96.2) (7,892,000)  (973,000) (8,865,000)

(338.0) (27,715000) (7,672,000) (35,387,000)

How is your proposal impacting equity in the state?

Implementing a 15 percent reduction to the university’s state appropriation cannot be done in ways that don’t impair — at least on some level —
university efforts that promote social mobility among first-generation college students, low-income students, and students of color. These
individual student populations each represent in the vicinity of about one third of the existing undergraduate student body. They are fully
engrained into the fabric of the university community and university strategies for providing a practical education to the working classes as called
for in the establishment of the land grant colleges. Any reductions in academic programming and student services of the magnitude required to
meet this reduction target would be too large to avoid those that serve our state’s most vulnerable students.
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Strategic and Performance Outcomes

Strategic Framework:

A reduction of this magnitude would greatly affect WSU's instruction, scholarly and outreach missions. The across the aboard reduction

approach results in the following FTE and funding impacts to WSU's activities.

15% Reduction by Activity

202122 2022.23 2021.23
Instruction (260.9)  (34.361,000) (281.0)  (34,511,000) (68,672.000)  83.1%
Research (352)  (3899,000) (35.2) (3,650,000) (7,749,000) 9.4%
Public Service (161) (2 252,000) (16.1) (2,226,000) (4,480,000) 54%
Administration (a7 (879,000) (3.7 (886, 000) (1,765,000) 21%

(337.9) (41,391,000) (338.0)  (41,475.000) (62,666,000  100.0%

Performance Outcomes:

This reduction would certainly have a negative impact on some performance measures, though it is difficult to ascertain at this time due the

multitude of budget uncertainties facing the university and the across the board approach to this reduction.

Other Collateral Connections
State Workforce Impacts:

No answer was provided.

Intergovernmental:

No answer was provided.

State Facilities Impacts:

No answer was provided.

Changes from Current Law:

No answer was provided.

Puget Sound Recovery:

No answer was provided.

Legal or Administrative Mandates:

No answer was provided.

Stakeholder Response:

No answer was provided.

IT Addendum

Does this Decision Package include funding for any IT-related costs, including hardware, software, (including cloud-based

services), contracts or IT staff?

No
Objects of Expenditure
Objects of Fiscal Years
Expenditure
Dollars in Thousands 2022 2023
Obj. A ($27,706) ($27,715)
Obj. B ($7,673) ($7,672)
Obj. E ($6,012) ($6,088)

Biennial
2021-23

($55,421)
($15,345)
($12,100)

Fiscal Years
2024 2025
($27,715) ($27,715)
($7,672) ($7,672)
($6,088) ($6,088)

Biennial
2023-25

($55,430)
($15,344)
($12,176)
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Agency Contact Information

Chris Jones
(509) 335-9682
chris.jones@wsu.edu
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