SUSAN CASTILLO
State Superintendent of Public Instruction

OREGON DEPARTMENT OF EDUCATION
Public Service Building, 255 Capitol Street NE, Salem, Oregon 97310
Phane (503) 947-5600 = Fax (503) 378-5156 » www.ode state.or.us

March 30, 2009

The Honorable Margaret Carter, Co-Chair
The Honorable Peter Buckiey, Co-Chair
Joint Committee on Ways and Means
900 Court Street NE

H-178 State Capitol

Salem, OR 97301-4048

Dear Senator Carter and Representative Buckley:

At your request, | respectfully submit budget reductions equaling 30 percent of the
Oregon Department of Education’s 2009-11 General Fund Essential Budget Level. |
want you to know that these reductions are not taken “across the board” for each
program. Some programs are eliminated completely, some take more than a 30% cut,
and some take less than a 30% cut. These inequitable reductions are necessary to
ensure that programs that have state and federal mandates do not fall below minimum
levels of service required by law and refiect my best judgment about minimizing long-
term damage to our programs.

| know you are grappling with very serious and challenging decisions that will have an
immediate impact on the lives of each and every Oregonian. But | must emphasize that
not doing everything we can to protect our schools during this economic storm will have
grim consequences for our children and our state now and long into the future. A 30
percent cut will have drastic implications for the State School Fund, grant-in-aid
programs like Head Start and general agency operations that support our local school
districts and Education Service Districts.

A State School Fund appropriation of $6.55 billion has been calculated to be the
Essential Budget Level in the 2009-11 biennium to preserve the current level of K-12
education services in Oregon. A 30 percent reduction from that level amounts to a cut
of $1.96 billion. Even with the influx of about $300 million for K-12 education operations
from the federal stimulus package available in 09-11, Oregon school districts will still be
nearly $1.7 billion below the funding level needed just to maintain Essential Budget
Level. There are additional federal stimulus doilars available for IDEA and Titie |
programs totaling about $260 million that will also be available in the upcoming
biennium that could help offset some of this reduction.



Even with all of this federal money available, Oregon’s school districts will not be able to
make this level of cut without dramatic staff layoffs or a drastic shortening of the school
year. Statewide, the estimated layoffs required to close the funding shortfall would
result in the loss of approximately 5500 education-related jobs, assuming schools will
find savings of about $600 million in services and supplies no longer needed due to
layoffs.

Alternatively, at an estimated statewide savings of $21 million per day, districts would
need to cut at least 35 days off the school year in each of the next two school years.
While it is likely that most districts would use a combination of staff cuts and reduced
school days, the implications are clear: at a 30 percent cut in the State School Fund,
most Oregon school districts will not be able to provide their students an adequate
education and our state will create more obstacles to student success.

A 30 percent cut would have serious implications for our most vulnerable student
populations served by grant-in-aid programs. Students with disabilities would be
drastically impacted by loss of services and there are serious state and federal legal
ramifications for failing to deliver minimal levels of service mandate by law.
Additionally, these cuts put our state at risk to lose federal funding under rmaintenance-
of-effort requirements and could potentially put Oregon out of compliance with multiple
No Child Left Behind mandates, jeopardizing hundreds of millions of federal education
dollars.

Our most vulnerable students cannot withstand such a draconian cut at a time when our
state’s Early Intervention/Early Childhood Special Education services are already
stretched beyond capacity. These reductions would result in a loss of 4000 slots for
Oregon Head Start, potentially closing some programs, reducing services in others, and
creating potential parity issues with the federal Head Start program.

A 30 percent cut would seriously impact the Department of Education’s ability to carry
out its state and federal mandates and provide critical services and supports to our 197
school districts, 20 ESDs, and other education partners. Please note it will take time as
well as careful thought and planning to develop a plan to do business differently with a
30% reduction in the agency's General Fund budget for Operations.

With a 30 percent reduction, the level of educational cuts that would be imposed on
Oregon’'s most valuable resource—its young people—is unconscionable in my opinion.
We've heard much about the need to share the pain of the economic downturn, but
such draconian cuts to Oregon’s education system place a disproportionate share of the
burden on Oregon's young people. In times of economic hardship, we have a
responsibility to put the welfare of Oregon's children first. This is a vital, long-term
investment for the future of Oregon and our economy.

| urge Governor Kulongoski and the Oregon Legislature to use all of the resources
available to them to help close this gaping budget hole. Federal stimulus dollars, state



reserve and rainy day funds, and yes, some reductions are the first step to balancing
the budget. But we must all summon the political will to look at raising additional
revenues to get through this economic crisis.

{ served in the Oregon Senate during our last recession and endured five Special
Sessions. | know what kinds of strains you are under and continue to be impressed by
the thoughtful approach you are taking to guide us through this crisis.

Please do not hesitate to contact me if you have any questions or need any additional
information on the points raised in this letter.

Sincerely,

ooy

Susan Castillo
Superintendent of Public Instruction
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