
 

Dear Friends and Neighbors, 

Today, state economist Dr. Arun Raha presented an economic outlook 
clouded by the uncertainties in Japan and numerous countries in the Middle 

East. The recovery remains fragile and is hindered by slow job growth and 
lagging construction industry. I dedicated much of this update to reflect on 

Dr. Raha’s report. I hope you find this information helpful. In addition to 

budget update, you will find information on the following topics: 

 Workers’ compensation reform legislation;  
 The location of this Saturday’s town hall meeting in Spokane; and  

 A recap of the March 12 town hall meetings.  

By the numbers: The budget outlook  

The Economic and Revenue Forecast Council today released the latest 
revenue forecast for the 2009-11 and 2011-13 biennia. The General Fund-

State net change for the two biennia is a decrease of $778.2 million 
from November.  

The current budget ending June 30 has a spending gap of roughly $200 
million. The 2011-13 budget spending gap beginning July 1 is now nearly 

$5.1 billion, or up $698 million.  

Difficult decisions should have been made already, but we are now in a 
situation where we only have a few short months to balance the current 

budget’s checkbook. The time for action is now. My House Republican 
colleagues and I have put forward budget solutions that would have started 

the process of better aligning spending with tax collections. Unfortunately, 

they were ignored, but I hope the majority party will use some of our ideas. 
Citizens expect us to make the difficult decisions they elected us to do. 

Some significant points Dr. Raha made today: 
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 Real GDP growth was higher than the November forecast: 2.8% in the fourth 
quarter of 2010, but receipts through March 10 are $85 million below the 

amount forecasted in November.  
 Rising oil and gas prices, which we are feeling every time we fill up, pose a 

threat to our recovery and could erode consumer confidence and spending.  
 The recent disaster in Japan will hurt the state economy in the short-term 

because fewer Japanese products will be available and our agricultural 

product exports will be delayed. But in the long run, as Japan rebuilds, it 
should help our exports. NOTE: My daughter is in international lumber sales, 

and her company received a call from Japanese customers Monday asking for 
“everything they have” at their four mills in Northern Idaho, which is 
certainly good news for mills everywhere.  

 Boeing’s win of the tanker contract will preserve the 767 production line 
which otherwise would have been shut down in a few years; however, the 

positive impact of the tanker contract will occur AFTER the 2011-13 biennial 
budget.  

The recovery in Washington, as in the nation, is being held back by a weak 

housing market and sluggish job growth. A meaningful recovery in the 
housing market is not expected until 2012 and only after home prices start 

to rise again – everything our bankers have been saying. In February, an 
estimated 341,865 people in our state were unemployed, and 281,629 of 

them were receiving state unemployment benefits. Dr. Raha says the job 
outlook is expected to improve gradually. Overall construction employment 

should hit bottom by the second quarter of this year and, despite recovery 
predicted in 2012 and 2013, our construction employment will still be below 

the previous peak at the end of 2013. 

On a final note, a diminished rate of revenue growth is now expected to 

continue well into the next two-year budget cycle beginning July 1. This 
means that belt-tightening must continue. We are hearing from many of you 

via e-mail, phone, and personal visits (see some concerns mentioned 
below). Let’s work together to get through this difficult economic time. 

Workers’ compensation reform legislation update 

Senate Bill 5566, the compromise bill passed in the Senate to put in place 
some important reforms to the workers’ compensation system, is now in the 

House for consideration. Why is Senate Bill 5566 necessary? 

 Long-term disability claims and lifetime pension payments are cost-drivers 
the system cannot bear. According to Conning Asset Management, the 

Department of Labor and Industries (L&I) pays $1.84 in benefits for every 
$1.00 in premiums it collects, the highest “combined ratio” of any public or 

private workers’ comp insurer in the country.  

http://apps.leg.wa.gov/billinfo/summary.aspx?bill=5566


 According to L&I, these costs are not sustainable without annual double-digit 
premium increases on employers that pay into the state fund.  

 The 2008 Washington Pension System Review (Upjohn Institute) confirmed 
one reason for the highest number of long-term disability cases and pensions 

in the nation is the absence of a voluntary settlement option that exists in 44 
other states.  

To dispel some of the misinformation, Senate Bill 5566 does not reduce or 

amend a single statutory benefit level for injured workers. Rather, it 
provides a more flexible benefit option to workers, giving them more choices 

on what is best for them and their families. The Seattle Times 
editorialized in favor of this legislation. 

Getting people back to work is a top priority for me. The changes this 

legislation will make would help give employers certainty in taxes and allow 
more cost controls in the system in the future. I told a constituent earlier 

that this is a “I will fall on a sword for” bill because I’ve worked on this issue 

for a decade. It’s time to make this change. 

Share your thoughts on March 19 

I hope you will join me and Rep. Kevin Parker for a casual “coffee” 
roundtable this weekend. Like last week’s meetings, this event will include a 

brief legislative update, then we will take questions and hear ideas on topics 

important to you. Here are the details for Saturday: 

10:30 a.m. to noon  
Spokane Fire District Station 81  

6117 South Palouse Highway, Spokane 

No RSVP is necessary; however, if you have specific issues you need 

assistance with, please bring pertinent information to the meetings for a 
one-on-one conversation as time allows. This will allow us to follow-up with 

you and work to resolve your individual situations. If you are unable to 
attend, you are welcome to contact our offices. I can be reached at (360) 

786-7942 or susan.fagan@leg.wa.gov, and Rep. Parker can be reached at 
(360) 786-7922 or kevin.parker@leg.wa.gov. You can also reach us by 

calling the toll-free legislative hotline at 1-800-562-6000. 

We look forward to seeing you there. 

March 12 town hall meetings draw 

interest   
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Thank you to everyone who joined me and the many other 9th District 

residents for town hall meetings last weekend in Pullman and Colfax. I have 
included some photos from the events to the right. They were very 

informative and I really appreciated the respectful and thoughtful dialogue 
we had as a group. A broad range of topics were discussed including 

declining state revenue and how it will affect our universities and public 
schools, health departments, pensions, juvenile correction, and Disability 

Lifeline (formerly called Government Assistance Unemployable).   

Members of the Pullman City Council asked if we had noticed how “dusty” 
the air is in Pullman this spring. They explained that because of the state’s 

stormwater regulations, the street sweepers are no longer allowed to use 

water while cleaning the streets, so we are developing an AIR QUALITY 
PROBLEM to solve what the state calls a STORMWATER PROBLEM. Many of 

you know how hard we’ve worked to help develop common-sense 
stormwater regulations, which makes the current situation a setback for our 

part of the state. 

In Colfax, we welcomed residents of the city plus constituents from Palouse, 
Garfield, Spangle, Cheney, Moses Lake and Pomeroy. Thanks to our friends 

at Whitman Hospital and Medical Center for their hospitality and to Michele 
Beckman who helped us prepare for our meeting. Thanks also to Keith and 

Jan Bloom at Café Moro and to College Republican leaders Derek Spady and 

Phil Tignino for their help in Pullman. 

While in the district, I also had the opportunity to meet with the Cheney City 
Council, Mayor Tom Truelove and other city leaders. Parks and school 

construction are on their minds with groundbreaking for a middle school to 
take place this Saturday.  As much as I would like to attend, you’ll note 

above we are holding another town hall meeting in South Spokane Saturday 
morning. We  are thrilled Cheney will have two school construction projects 

underway. I will be visiting the site to keep up with their progress. We have 
more pictures to post from our town halls, so please watch for next week’s 

edition. 

In your service, 
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