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Summary

   
In 10 years, state spending in Oregon has more than doubled, from $30 
billion to $60 billion (all funds budget). 

 
Oregon has the highest state government spending in the region.  
Oregon's state spending is 30% higher than Washington’s state 
spending.  

 

The Governor’s Reset Cabinet is projecting a $2.7 billion budget shortfall 
in the general fund budget for 2011-13 (general fund & lottery fund). 

 

Additionally, $1.6 billion in one-time funds are going away. These one-
time funds are not included in the projected deficit of $2.7 billion; 
bringing the actual shortfall to $4.3 billion. 

 

The proposed budget is a 26% increase in spending over the current 
budget.  When the loss of one-time funds is included, it’s a 43% increase 
in spending in just one budget cycle. 

 

2/3 of the $2.7 billion budget shortfall is due to proposed increases in 
the Human Services budget – 98% of which is the Department of Human 
Services (DHS).  

 

This $4.3 billion budget shortfall reflects years of deferred leadership, 
and will place a great burden on the 2011-13 Legislature. 

 

This massive shortfall will create significant, inherent conflict between 
opposite interests: public employee unions and their allies on the one 
hand, and personal and business taxpayers on the other.  The public 
employee unions and their allies will likely pursue the same sources of 
revenue and methods that were employed in the YES on Measures 66 & 
67 campaign – only this $4.3 billion shortfall is six times the tax 
increases for Measures 66 & 67.  

Proposed Actions

  

In the current economic crisis, Oregon businesses and families have 
already faced layoffs, loss of income and belt-tightening.  Now it's time for 
Oregon state government to do the same. 

 

Have state employees start paying their fair share of health insurance 
premiums, just as Oregon public teachers already do. 

 

Require state employees to pay the 6% employee portion of PERS. 

 

Eliminate the 2011-13 Cost of Living Adjustment. 

 

Cancel all projects started midway through 2009-11 where legally 
possible unless cost savings can be demonstrated. 

 

Align the Oregon Health Plan and all Oregon health benefits with 
federal levels of benefits. 

 

Increase income tax revenues by growing Oregon’s economy and 
improving the business climate. 

 

Eliminate any other Payroll Cost Increases where legally possible. 

 

Prioritize - adopt the Back to Basics budget approach proposed by the 
Republicans in the 2009-11 session.
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The problem: Projected budget shortfall

  
The Governor’s Reset Cabinet is projecting a $2.7 billion budget shortfall in 
the general fund budget for 2011-13.  The projections show the general & 
lottery funds increasing from $14.4 billion in 2009-11 to $18.2 billion in 
2011-13, a 26% increase in spending.  

Final Report - Governor's Reset Cabinet - June 2010

 

"Comparing revenues to expenditures yields a likely deficit approaching $2.7 billion in the state’s 
general fund budget for 2011-13." 
http://governor.oregon.gov/Gov/docs/rc_fullreport.pdf

   

The major portion of the $2.7 billion budget shortfall is due to the projected 
spending increase of $2.26 billion (including $742 million in payroll cost 
increases and the expansion of Oregon’s government- run health care, 
including the Oregon Health Plan; in fact, 2/3 of the shortfall is due to 
increases in the Human Services budget.):  

  

Source: Final Report - Governor's Reset Cabinet - June 2010

http://governor.oregon.gov/Gov/docs/rc_fullreport.pdf
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Background: The Oregon Budget & Oregon Government Spending

  
1. State spending has doubled  

In 10 years, state spending in Oregon has more than doubled, from 
$30 billion to $60 billion.  

  

Chart from the Oregonian – July 25, 2010 
http://www.oregonlive.com/politics/index.ssf/2010/07/state_budget_oregon_cant_move.html

  

2. Oregon has the highest state spending in the region  

According to data from the National Association of State Budget 
Officers and the federal government, Oregon has the highest state 
government spending in the region. Oregon's state spending is 20% 
higher than Idaho's, 25% higher than California's, 30% higher than 
Washington's and 20% higher than Utah's – based on total state 
government expenditures as a percentage of Gross State Product 
(GSP).  

To put this in perspective, if we got Oregon’s state government 
spending in line with Washington’s state spending, it would result in 
cuts more than 20 times the size of the Measure 66 & 67’s tax 

http://www.oregonlive.com/politics/index.ssf/2010/07/state_budget_oregon_cant_move.html
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increases.  We need to get our state government's spending in line 
with the rest of the region.  

Sources:  

Total State Expenditures:  
Table 1, 2008 State Expenditure Report, National Association of State Budget Officers, 2008.  
Available at  
http://www.nasbo.org/Publications/StateExpenditureReport/tabid/79/Default.aspx

  
Fall 2009 

Total GSP:  
Regional Economic Accounts, U.S. Bureau of Economic Analysis, released June 2, 2009, available at 
http://www.bea.gov/newsreleases/regional/gdp_state/gsp_newsrelease.htm

    

3. Some major budget challenges are facing the 2011- 1 3  Legislature  

 

State revenue continues to fall short of projections: as of July 
2010, the revenue forecast for the current budget has decreased 
$891 million since the 2009 session ended - in large part due to 
continuing high unemployment and the resulting reduced income 
tax revenues. 

http://www.oregoncatalyst.com/index.php/archives/3375-Representative-Dennis-Richardson-Oregons-Financial-
Status.html

    

$1.6 billion in one-time funds (Federal stimulus, state reserves, 
etc.) are going away.   These one- time funds are not included in 
the projected deficit of $2.7 billion; bringing the actual shortfall to 
$4.3 billion.  

 

"The revenue bridge constructed with $1.6 billion in one-time funds in the current 
budget" PDF page 27 (more detail on PDF page 25) 
http://governor.oregon.gov/Gov/docs/rc_fullreport.pdf

    

The portion of the $14 billion PERS shortfall that will impact the 
Oregon state budget in 2011-13: $368 million.  

 

The billions of additional dollars that Oregon’s government-run 
health care expansion is going to cost in the next five years (The 
Oregon Health Plan & HB 2009).  As noted earlier, 2/3 of the 
2011-13 shortfall is due to increases in the Human Services 
budget.  

http://www.nasbo.org/Publications/StateExpenditureReport/tabid/79/Default.aspx
http://www.bea.gov/newsreleases/regional/gdp_state/gsp_newsrelease.htm
http://www.oregoncatalyst.com/index.php/archives/3375-Representative-Dennis-Richardson-Oregons-Financial-
http://governor.oregon.gov/Gov/docs/rc_fullreport.pdf
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There are six Human Services agencies, but the Department of Human 
Services (DHS) budget is 98% of the Human Services budget.  
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Proposed Actions: Options to address the budget shortfall

   
SHORTFALL 
REDUCTION

 
DESCRIPTION 

$200 million

 
Have state employees start paying their fair share 
of health insurance premiums, just as Oregon public 
teachers already do. 

 $265 million

 

Require state employees to pay the 6% employee 
portion of PERS. 

$114 million

 

Eliminate the 2011-13 Cost of Living Adjustment. 
$247 million

 

Cancel all projects started midway through 2009-11 
where legally possible unless cost savings can be 
demonstrated (savings up to $247 million). 

$826 million

 

SUB-TOTAL 

 

TBD

 

Align the Oregon Health Plan and all Oregon health 
benefits with federal levels of benefits (e.g. 
Medicaid). 

TBD

 

Increase income tax revenues by growing Oregon’s 
economy and improving the business climate. 

TBD

 

Eliminate any other Payroll Cost Increase where 
legally possible. 

Remainder

 

Prioritize - adopt the Back to Basics budget 
approach proposed by the Republicans in the 2009-
11 session. http://www.leg.state.or.us/senaterepublicans/budget_brief.pdf

   

This approach has now been picked up and 
advocated for by Gov. Kulongoski’s Reset Cabinet 
as “Core Responsibilities Of State Government”  

Essential services such as K-12 education, colleges 
and universities, public safety agencies and human 
service providers would be funded first, would not 
have cuts from the prior budget level and would 
have the highest priority in the budget (essential 
human service providers would have to be carefully 
defined).   

State agencies would then have to justify increases 
for any other services, and if necessary, would even 
have to justify getting funding at prior budget 
levels. 

 

http://www.leg.state.or.us/senaterepublicans/budget_brief.pdf

