Budget/Legislative Update – March 7, 2011

Questions - For the remainder of this year:
What additional cuts do we need to make for the supplemental budget (through June 30)? $777,000 plus $368,000 = $1,145,000.  

For the current year, the President and Vice Presidents agreed to focus on solving the cuts in the short-term through a combination of efforts including:

· Offering Early Retirement Incentive programs for eligible faculty and staff

· Extending a Voluntary Leave Without Pay program for faculty and staff

· Beginning a process to rebase our budget to reflect a larger enrollment and non-resident student mix

· Using one-time resources as a ‘bridge’ until we can fold these cuts into our planning work required for the 2011-13 budget. 

What does that mean for Evergreen and its employees?

In the short-term, employees who volunteer for the leave without pay program – helping the college limit the potential level of job loss campus-wide – will see reduced take home pay.  

Full-time employees that chose to take advantage of the Voluntary Retirement Incentive program, and whose application was approved, will receive a $30,000 incentive for choosing retirement.  With these retirements, the college will realize short-term savings while the position is vacant.  Furthermore, the vacancy may afford management the opportunity to restructure or eliminate the vacant position as a way to realize additional long-term savings. 
You recently rolled out voluntary leave without pay and voluntary retirement incentive programs.  What’s been the response to those programs?  How much does that help our budget situation?

The voluntary leave without pay program that was designed to help mitigate job loss has been a success.  After one-and-one-half months into the program, as of the end of February there are 52 individuals who have already sacrificed 61 days of wage loss representing nearly $30,000 dollars to-date.   

The voluntary retirement incentive program results will not be clear for some time now given the implementation schedule.   However, 17 individuals have requested applications and it appears that 14 will be formally requesting participation in the program.

Questions- for the next two-year budget beginning July 1, 2011
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What’s the financial impact of the Governor’s proposed 2011-13 biennial budget on Evergreen?

The Governor’s budget proposal, which allows for 9% tuition increases, would leave Evergreen with a gap of $4.5 million for the biennium after accounting for the additional tuition revenue.  
If the Governor’s budget, or an equivalent, is adopted, the state will have reduced operational support for public four-year institutions by 50% since 2008.  At that point, state funding will represent just 35% of our overall funding.  It was more than 60% prior to 2008.  

I’ve heard that the state has asked us to estimate the impacts of additional cuts, beyond what’s in the Governor’s budget proposal.  What are those cut levels?  What would they mean for us?

The state has asked us to model the impact of reductions in the Governor’s proposed biennial budget ($12.8 million before tuition increases), the Governor’s proposed cuts plus 15% ($14.7 million before tuition increases), and the Governor’s proposed cuts plus 30% ($16.7 million before tuition increases).

The net reduction levels after tuition increases for the Governor’s Budget (using the Governor’s 9% tuition increase level) would be $4.5 million, $6.5 million in the Governor plus 15% scenario, and $8.4 million in the Governor plus 30% scenario.  The modeling was developed within a short amount of time and we recognize that the modeling has not been internally reviewed. We have shared this with policymakers as well as the fact that we do not have a complete sense of all potential impacts to students, faculty and staff or the viability of some of these options. 
The Governor’s budget reduction levels assume both an across-the-board 3% salary reduction and a reduction in the maximum employer match for retirement contributions to 6% for employees on the TIAA-CREF plan (primarily exempt employees and faculty).  Assuming both of these policies were adopted and fully implemented, the college would still be facing reductions in the range of $1.4 million to $3.7 million by the 2012-13 fiscal year. 

To put that in perspective, a cut of $3.7 million is equivalent to 20% of our faculty lines, 100% of the combined library and media services budget, 100% of the combined Computing and Communications areas, or 100% of our plant maintenance operation.

A $1.5 million loss is equivalent to yet another 10% tuition increase on top of the 9% per level already assumed in the Governor’s budget.
Is it possible that tuition increases could be higher than 9%?  Yes, but we’re working to find a balance that doesn’t put the entire financial burden on students and families.  Keep in mind that a 1% increase to resident undergraduate students would generate approximately $150,000 more new net revenue.  Although sizable in terms of potential new revenue it can’t be the only solution to the substantial funding gaps that are likely. The table below reflects that proposed changes to the operating fee portion of student tuition collections:
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Is it possible to hold tuition levels flat?  No.  It’s not possible to maintain a quality learning environment, including facilities and support services, without tuition increases.  Tuition along with state support are the primary funding sources for college’s operating budget.  The level of tuition increases have averaged 7.8% per year over the past 12 years.  The smallest levels of increases were in 2007-09 when tuition was increased 5% per-year and the highest was 14% per-year implemented in the current biennium.

How are we going to deal with the reductions in state funding?
Reductions in state funding will result in multiple impacts on our campus. Everything will be on the table. Potential impacts range from reducing educational opportunities to students to reduced public service to the community; this could include potential changes in student mix, reductions to academic support areas, changes in enrollment, and increases in tuition. 

Will we be taking a 3% pay cut?

The Governor’s budget proposal includes the equivalent of a 3% reduction in pay for all categories of employees. This equates to a reduction of $960,000 to Evergreen, which is assumed in the Governor’s proposed biennial budget.  Although we expect that all employee groups would be impacted, details regarding how this reduction is structured remain fluid as the Legislature considers different options and impacts.  Once we know the legislative direction, we will negotiate any changes locally with affected groups.

Will our retirement benefits be cut?  The Governor’s budget proposal would limit the employer match for retirement to 6%.  This particular proposal would only impact individuals participating in the TIAA-CREF retirement plan (primarily exempt employees and faculty). Under the current TIAA-CREF plan, participants can receive up to a 10% employer match, depending on age.  It’s unclear what the eventual decision on the retirement match will be.

Will we be paying more for our health insurance?  It appears likely that state employees will be picking up 15% of their health insurance costs (compared to 12% in the past).  The impact of this change depends on the cost of the health plan in which you are enrolled and the effect of inflationary increases on the total cost of coverage.
How is Administration sharing in any cuts that would come (e.g. pay cuts, benefits reductions, etc.)?  As exempt employees, administrators would share in cuts applicable to exempt employees.  In addition, many administrators are already participating, or planning to participate, in the voluntary leave without pay program (furlough).
Have all areas of the college and groups of employees been impacted equally in previous rounds of budget cuts?  Is that likely to change in the next rounds?

While all divisions have made cuts, the cuts have not been equally distributed.  We have done our best to protect student enrollment and access, direct instruction and services tied closely to that instruction.  We have now reached a point where cuts in these areas may be unavoidable.

For example, many of the current legislative discussions are themed around mandated reductions in compensation for all employee groups.  Each employee group will have its own issues and approaches, but the outcome is that we need to achieve the cuts, drawing from all three groups.  

Is Evergreen going to be privatized or even closed down?  

It is unlikely Evergreen will be completely privatized, though further reductions in state funding are likely.  Nor is anyone talking seriously about closing down public baccalaureate institutions in Washington.  It’s important to remember that, in addition to operational dollars, the state has also funded our buildings and facilities.  These are significant state investments in educational infrastructure and the state is not likely to walk away from these investments.  Further, since the state’s long term vision is to increase degree production, it will need a full complement of institutions to achieve those goals.  
Is there anything I can do to help with the legislative effort?  Yes.  On your own time and with your own resources and equipment (not state time and equipment), you can contact legislators (http://www.leg.wa.gov/LIC/Pages/hotline.aspx) and let them know how you feel about higher education as a priority for the Legislature.  One way to connect with higher education supporters is through the College Promise Coalition (www.collegepromisewa.com), a collaborative effort that includes business, alumni, parents, employee groups, public higher education institutions and other higher education supporters.  CPC has information you may find useful and also has a tool for easy online outreach to legislators.  

We know that legislators are not hearing as much from individuals concerned about higher education funding as they are from other groups, so adding your voice with a simple message of “higher education is a priority” can have a positive impact.  

You can also attend a Community Conversation from 6-7 p.m. on Monday, March 14 at the TCTV studios (440 Yauger Way, Suite C, Olympia) to learn more about what’s at risk in public higher education.  This panel discussion is sponsored by the College Promise Coalition and hosted by Evergreen, South Puget Sound Community College and St. Martin’s University.  

What comes next?  
The March Revenue Forecast will be released on March 17.  Shortly thereafter, the House and Senate will release their proposed budgets.  This will give us a chance to assess the specific proposals most likely to move forward and their impact on the college.  

At that point we will have a more accurate estimate of the size of our financial challenge and we’ll work to further refine our thinking regarding the degree to which we can rely on various strategies to fill the need (enrollment, retention, tuition increases, budget cuts, further efficiencies, increased fundraising, etc.).

Our goal is to navigate our way through whatever budget challenge we face in a way that maximizes our ability to provide a quality education to our students – given fewer resources.  That includes maintaining an adequate level of support services beyond the classroom to sustain student life, student learning and long-term college operations.  
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