{ = " OREGON
Oe EDUCATION
: ASSOCIATION

Date: March 31, 2021

To: Education Subcommittee of Ways and Means, Co-chairs McLain and Frederick and members
From: Laurie Wimmer, OEA Government Relations

RE: SB 5514 [State School Fund at 59.6 billion]

On behalf of OEA’s 41,000 educators, it is my honor to ask you to fully fund to the no-cuts level our public education
system. You will hear compelling reasons to invest in our students from others in this hearing, but | would like to share
with you another reason to rethink the budget level set in the co-chairs’ framework.

You have the power to use your most effective economic stimulus tool to generate a more prosperous Oregon, building
out of the economic nightmare COVID has brought us. Our public school system is that tool.

Our system of 197 school districts and 19 ESDs comprise an entity that is the single largest employer in Oregon, and it
has workers in every community of this state. When you invest in that entity, you invest in those communities. One
study we commissioned showed that for every 10 education jobs you fund, nine more jobs are created on Main Street.
We have 160,000 or more of our people out of work because of the pandemic, and as you think about ways to stimulate
an economic rebound, consider this budget line-item one of your most important and potent methods to achieve
renewed prosperity.

We asked our national organization to conduct an economic analysis of the difference between $9.1 billion and $9.6
billion for K-12 in the coming biennium. They ran the gap through the REMI analytic tool, which simulates the effects of
economic and budgetary policy on the economy*. Here is what they found:

Adding $500 million more to the co-chairs’ $9.1 billion proposed SSF will produce in 2022 and 2023:

e 10,000 jobs (both public and private sector, 3925 of which will be in public education and health care)
e $700 million growth in Oregonians’ personal income
e $800 million more in Gross Domestic Product.

By contrast, cutting the public education budget from the advocates’ true-CSL level will leave these gains behind.
Furthermore, it may result in the loss of more than 2600 teachers, counselors, librarians, school nurses, and other
education professionals over the biennium.

The findings of this analysis are consistent with leading economic research on the value of prudent investments by state
governments to instigate a more robust economic response than will be realized without them. The facts are clear:
cutting budgets depresses economic recovery and prolongs recessions, while fiscal stimulus generates economic growth.

When you sit down to look at your spreadsheets, allocating projected resources to all Oregon’s critical needs, you see a
list of resources and expenditures on a two-dimensional piece of paper, or perhaps a screen. But that’s not what | see. |
see the opportunity to think like an economist, to employ the tools at your disposal that really work. Your colleagues in
the Revenue committees do this all the time, when they contemplate tax policy. | would argue, however, that this
budget, this “moral document”, is more likely to bring Oregon back than tax cuts ever will.

And of course, investing in our students also plants seeds of potential — both economic and human — for the long term.
Increased funding translates to higher graduation rates, higher wages, better health, and reduced likelihood of poverty —
all of which is good for the overall wellbeing of Oregon.

Please look beyond the resource and cost columns of your spreadsheets and think about what we are offering: part of
the solution to Oregon’s economic strife. Invest adequately in our schools, and you will jump-start Oregon.

*A copy of this report is attached.
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INTRODUCTION

In this report, we have modeled the economic effects of school funding on Oregon’s economic future. Using REMI
(Regional Economic Modeling, Inc.), we have calculated the effects of multiple proposed budgets for the K-12 State
School Fund.

In the summary below, we have focused on the projected effects on Employment, Personal Income, and GDP, which can
be taken as indicators of the state’s general economic health. We have considered the effects into the year 2032.

WHAT IS THE REMI ANALYSIS?

REMI (Regional Economic Modeling, Inc.) is an advanced model generator that simulates the effects of economic policy
changes on the economy. In the following report, REMI uses state-specific and national data to deliver a nuanced
prediction of the varied, branching, and sometimes unexpected effects of economic policies.

In order to create comprehensive economic models, REMI incorporates data from the Bureau of Economic Analysis,
Bureau of Labor Statistics, Census Bureau, and U.S. Department of Energy dating back to 1969, as well as data supplied
by clients. By considering a huge range of factors, REMI can predict changes in employment, population, income, and
other pertinent data sets.

The following report offers insight into the effects of proposed policy changes on the economy at the state level. Since
1980, REMI’s econometric models have provided impartial, objective data that can help leaders make informed
decisions, push for policy change, and plan for the future.

REMI clients include AARP, DC Office of the Chief Financial Officer, Massachusetts Department of Revenue, City of San
Francisco, National Wildlife Research Center, Nevada Department of Taxation, Policy Analytics LLC, Washington State
Department of Transportation, and many others, including federal and state agencies, universities, and national
consulting firms.

PROPOSED POLICY INITIATIVES

Oregon has asked us to model effects of different levels of funding for the K-12 State School Fund.

State School Fund

Oregon’s State School Fund (SSF) goes to 197 school districts, 19 Education Service Districts, and key K-12 programs,
including education programs for adjudicated minors. The SSF is the major source of funding for elementary and
secondary education in Oregon. We have used the Governor’s Recommended Budget (GRB) of $9.1 Billion as the basis
for model.

e We have modeled the effects of enacting the Current Service Level (CSL) budget recommendation for the SSF,
which is $8.9 Billion.

e We have modeled the effects of the Oregon Education Association’s estimation of the recommended CSL for
SSF, which is $9.6 Billion.



SUMMARY

The Oregon Education Association’s adjusted CSL estimation of $9.6 Billion for the State School Fund would have a
positive impact on Oregon’s economy. The official proposed CSL budget of $8.9 Billion would have a negative impact on
Oregon’s economy. Both of these scenarios are in comparison to the Governor’s Recommended Budget of $9.1 Billion.

ANALYSIS

The following analysis details the economic outcomes of the proposed policy initiatives as indicated by effects on Total
Employment, Education and Health Care Employment, Personal Income, and GDP.

State School Fund Models

Let’s consider two budget proposals for the SSF: the official CSL recommended budget and the Oregon Education
Association’s calculation of the CSL recommended budget. The numbers generated are in comparison to the base
budget, the GRB of $9.1 Billion.

CSL Recommended Budget

We have modeled the effects of enacting the CSL budget recommendation of $8.9 Billion for the SSF. The CSL is $200
Million below the GRB. All numbers are in comparison to the GRB.

Total Employment

e 2,000 jobs lost in 2022
e 2,000 jobs lost in 2023
e 5,500 jobs lost over 10 years (2022-2032)

Education and Health Care Employment

e 860 Education and Health Care jobs lost in 2022
e 900 Education and Health Care jobs lost in 2023
e 2,600 Education and Health Care jobs lost over 10 years (2022-2032)

Personal Income

e 5130 Million lost in 2022
e $153 Million lost in 2023
e 5571 Million lost over 10 years (2022-2032)

GDP

e $156 Million lost in 2022
e 5164 Million lost in 2023
e 5444 Million lost over 10 years (2022-2032)

OEA’s CSL Recommended Budget

We have modeled the effects of enacting the Oregon Education Association’s CSL budget recommendation of $9.6
Billion for the SSF. The OEA’s CSL is $500 million above the GRB. All numbers are in comparison to the GRB.

Total Employment



e 4,900 jobs created in 2022
e 5,100 jobs created in 2023
e 13,700 jobs created over 10 years (2022-2032)

Education Employment

e 1,925 Education and Health Care jobs created in 2022
e 2,000 Education and Health Care jobs created in 2023
e 4,800 Education and Health Care jobs created over 10 years (2022-2032)

Personal Income

e $323 Million created in 2022
e 5383 Million created in 2023
e $1.4Billion created over 10 years (2022-2032)

GDP

e $390 Million created in 2022
e $410 Million created in 2023
e S1.1Billion created over 10 years (2022-2032)

State School Fund

We are considering three State School Fund (SSF) budget options: the Governor’s Recommended Budget (GRB) of $9.1
Billion, the official proposed Current Service Level (CSL) recommendation of $8.9 Billion, and the Oregon Education
Association’s adjusted CSL recommendation of $9.6 Billion. Of the three SSF funding scenarios, the Oregon Education
Association’s recommendation of $9.6 Billion would have the greatest positive impact on Oregon’s economy.

When compared to the Governor’s Recommended Budget, the Oregon Education Association’s adjusted CSL
recommendation of $9.6 Billion for the State School Fund would have a greater positive impact on Oregon’s economy,
while the official proposed CSL budget of $8.9 Billion for the SSF would have a more negative impact on Oregon’s
economy. Let’s consider two 10-year economic forecasts comparing the various State School Fund budget scenarios.

In 2022-2032, when compared to the GRB’s SSF recommendation of $9.1 Billion, the OEA’s SSF recommendation of $9.6
Billion would create:

e 13,700 more jobs

e 4,800 more Education and Health Care jobs
e $1.4 Billion more in Personal Income

e S1.1Billion more in GDP

In 2022-2032, when compared to the GRB’s SSF recommendation of $9.1 Billion, the official CSL SSF recommendation of
$8.9 Billion would result in:

5,500 jobs lost

2,500 Education and Health Care jobs lost
$571 Million lost in Personal Income
$444 Million lost in GDP

CONCLUSION

2020 was a difficult year from all standpoints, and Oregon’s economy has been severely impacted. However, as this
simulation illustrates, judicious, considered application of funding can help Oregon and our economy recover.



The results shown in this model are impressive, yet predictable when viewed in the context of leading economic
research. Research has repeatedly shown that economic gains and job growth follow tax increases, and higher rates of
government spending result in a more robust economy with higher growth potential. In the face of a recession, fiscal
stimulus from the government is more effective than austerity. Turning to austerity measures and cutting budgets while
in a recession depresses economic recovery and prolongs economic recessions.!

A recent example of the positive effect of government spending is the revival of the economy post-Great Recession
thanks to government stimulus. Government spending pulled the United States out of the Great Recession. After the
crash of the Great Recession, the economy began rising again in mid-2009 thanks to the enactment of the financial
stabilization bill (TARP) and the American Recovery and Reinvestment Act.t i v

If we consider the varied responses of individual states to the Great Recession, we see further evidence that austerity
measures cripple economic recovery. States that cut their budgets during the Great Recession saw higher increases in
unemployment and private sector job loss than states that increased their spending.’ Cutting public spending at the
state and local level in response to recession does not help the economy; it hinders its growth.

States that increased their budgets in reaction to the Great Recession fared better than those that cut government
spending. By 2011, these states were seeing positive economic growth, while states that cut budgets languished
economically.” Moreover, states that took steps to keep public-sector workers such as teachers and nurses employed
maintained their private-sector employment levels saw fewer job losses overall, and less growth in unemployment.
Post-recession, they saw faster job growth and recovered more than a year and a half faster than states that cut budgets
and funding.""

If we narrow our focus to consider government funding of Education, we see that increased government spending on
Education has a positive effect on the economy. Research has consistently shown that spending more on Education
results in better outcomes for students: higher graduation rates, better test scores, and higher wages after graduation.
More completed Education also means less likelihood of adult poverty. According to a study by the National Bureau of
Economic Research, Education contributed to economic growth at 8.7% of total growth from 1959 to 1998.* Cuts to
Education funding are shown to result in a decrease in personal income and a decline of home values.* The opposite is
true when Education funding is increased: home values and personal income go up.®

Increased funding for Education means increased graduation rates, higher wages, and reduced likelihood of poverty, and
all of this is good for the health of the overall economy. Better Education produces more educated graduates, meaning
they are more adaptable, valuable assets for the workforce who can contribute to the economy in meaningful ways. By
investing in Education and improving outcomes, former students can secure higher-paying jobs, which means they will
contribute more to state taxes during their lifetimes, and they are less likely to rely on welfare. Money invested in
Public Education generally stays within the community, keeping more money in our state X

Research also shows that higher parent Education means that their children enjoy better health, cognitive abilities, and
academic achievement.XV ' ¥ Children of parents with higher-paying jobs are also less likely to rely on food stamps or
welfare. i ¥ii This is the sort of beneficial cycle of Education that can change lives for the better and boost the economy
at the same time.

[Sources/Endnotes next page]
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