A R OA D M A P F O R E X PA N D I N G
WA SHINGTON ’S CULTURE OF OPPOR TUNIT Y
T O I N D I V I D UA L S , FA M I L I E S ,
E M P L OY E R S , A N D CO M M U N I T I E S I N
E V E R Y CO R N E R O F T H E S TAT E .

www.opportunitywa.org
2015

Introduction
Throughout its history, the State of Washington has been home to opportunity and innovation.
The Klondike Gold Rush drew prospectors to Seattle, making it an important center of trade and
commerce. The state’s abundant natural resources provided opportunities on both sides of the
Cascades, especially after the vision of Grand Coulee and other Columbia River dams became a
reality, bringing irrigation to vast tracts of fertile farmland. Groundbreaking manufacturing built the
planes and tanks that helped win a world war and bring the nation — and the world — together.
In 1962, the Seattle World’s Fair celebrated innovation and the dawn of new frontiers. Twelve years
later, Spokane hosted Expo ’74, the first environmentally themed world’s fair. Since then, Washington
has become home to some of the world’s most innovative organizations in such diverse fields as
software development, biotechnology, cellular communications, retailing and international trade.

That legacy of innovation has positioned the state well for continued strength into the
future. As much of the nation struggles with the lingering after-effects of the Great
Recession, Washington is experiencing an accelerated return to prosperity. Seattle was the
nation’s fastest-growing major city in 20131 and the state ranks among the top on many
measures of economic vitality and quality of life.
But we cannot afford to let our state’s past and current successes lull us into a false sense
of security. Many Washington counties continue to experience high unemployment and
employers around the state report difficulty finding qualified job applicants.
Too many students never complete high school. Too few of those who do graduate go on
to pursue the postsecondary education that is critical to opportunity in the 21st century.
Deteriorating bridges, roads, and highways stifle the free flow of commerce, resulting in
costly delays, shipments tied up at our ports, and millions of hours and billions of dollars
lost to congestion.
What’s more, other states and nations are aggressively competing with Washington for
the best jobs, the most exciting economic opportunities, and the rewarding community
benefits that flow from success in the 21st century.
To meet that competition, the Washington Alliance for a Competitive Economy (WashACE)
developed Opportunity Washington: Priorities for Shared Prosperity. This report
identifies a long-term policy framework that state leaders should pursue to build on
current strengths, address areas for improvement, and ensure Washingtonians have access
to rewarding life and career opportunities.
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Our framework is organized around three guiding priorities:
1. ACHIEVE: Provide a high-caliber education and workforce development system
geared to the demands of the 21st century.
2. CONNECT: Create an efficient, multimodal transportation system that links
Washington’s communities to each other and the world.
3. EMPLOY: Pursue policies that encourage innovation, entrepreneurship,
and job creation.
These priorities for shared prosperity focus on the fundamentals — the foundation upon
which our state’s economy has been built, and from which we can extend opportunities to
today’s Washingtonians and the generations that follow.
Opportunity Washington: Priorities for Shared Prosperity is not intended to be an agenda
for any single legislative session. It is a long-term vision for continued improvement that will
maintain and strengthen our state economy and maximize the creation of new and rewarding
opportunities for citizens across the state. This vision has
been endorsed by a statewide coalition of organizations

How the
Opportunity Washington
Priorities Were Developed

committed to working with state leaders to achieve these
shared priorities.
Washington is fortunate that the long history of its
people’s creative discontent, restless ambitions, innovation
and dogged pursuit of opportunity aligns so well with

Over the past year, the Washington Alliance
for a Competitive Economy (WashACE) has
worked with local chambers of commerce,
economic development councils, business
owners, and civic leaders to create a unified
and positive set of priorities leading to one
unifying goal: Expand Washington’s culture
of opportunity to individuals, families,
employers, and communities in every
corner of our state.
We logged 2,000 road miles, meeting with
a cross section of people representing
civic, business and education groups in a
dozen cities. We listened to their thoughts
about what is working and what needs to
be improved in their communities and the
state. Their ideas and suggestions, blended
with research from national and state
sources, form the foundation of this report.

the fabric of today’s fast-moving, technology-driven
global economy.
Washingtonians recognize that they are residents of a
region that sets no limits on opportunity. They cherish the
state’s unparalleled beauty and abundant natural resources.
They are committed to creating healthy communities for
themselves and for their neighbors.
For more than a century, adventurous visitors have
marveled at Washington’s cultural, recreational, and
economic opportunities. They’ve stayed, joining longtime residents to raise families, build communities, create
new businesses, invent new industries, and pass along the
invaluable heritage of a culture of opportunity.
Together they have created the Washington we all enjoy
today, a great place to live and work, to innovate and
compete, to relax and recreate, and to build a future.
It is in that spirit of mutual commitment and constructive
restlessness that WashACE launches Opportunity
Washington: Priorities for Shared Prosperity.
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Washington’s Economic Profile
A careful look at Washington’s economic and employment numbers reveals uneven growth,
reflecting an economy that continues to evolve as the result of recession, globalization, and
rapid technological innovation. This evolution underscores the need for the state to pursue

Recovery in Washington
has been faster and stronger
than that of the nation.

a strategy of balanced public policies designed to encourage opportunity
and shared prosperity.
The nation has experienced two recessions in the last 15 years. In both,
Washington fared better than the nation as a whole, with a faster-

than-average return to pre-recession levels of economic activity. Nevertheless, job losses
experienced during these downturns were significant and the effects, especially of the 2007
“Great Recession,” continue to linger.
Washington lost 82,100 jobs during the 2001 recession. It took four years before
employment returned to the pre-recession high. That experience looks relatively mild
when compared to the Great Recession that started in December 2007. Statewide job
losses totaled 189,300 during the Great Recession, more than double the number of jobs
lost during the 2001 downturn, and nearly five years passed before employment numbers
returned to pre-recession levels.
Altogether, despite these two recessionary dips in employment levels since 2000, today
Washington’s total non-farm employment of 3.1 million jobs is up 13 percent from January
2000.2 Washington employment growth has outpaced the national growth rate since 2000,
as shown in Figure 1. (The graph displays the jobs numbers as an index score, set to 100
in February 2008, when employment in Washington began to decline. Each index point
represents 1 percent.)

Figure 1
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Although Washington roughly paralleled the national jobs slide in 2008, recovery here has
been faster and stronger. Since the low point of the recession, Washington employment
has grown by 9.3 percent, well ahead of the nation’s 7.7 percent growth.3
The pattern of job loss in the state varied in the two recessions. In 2001, the employment
decline primarily affected metropolitan Seattle (King and Snohomish Counties). Given the
area’s heavier concentration in technology, and the fact that technology businesses were
among those most negatively impacted by that downturn, it is not surprising that this was
the case. In fact, in this instance, the impact outside the Seattle metro area was essentially
a pause in growth, not an absolute decline.
No area of the state was spared the effects of the Great Recession. However, the Seattle
metro area experienced both a sharper decline and a swifter recovery than the rest of the
state (Figure 2). The metro area has added more than twice as many jobs as the rest of
the state, with local employment 178,200 higher than it was at the depth of the recession,
compared with growth of 83,200 in the rest of the state over that same period.4
Figure 2

Metro Seattle Experiences Greater Employment Volatility
Total Non-farm Employment
1.5

(millions)

1.4

1.3
King & Snohomish Counties
Rest of Washington State
Source: Washington State Employment Security Department

1.2
’00

’01

’02

’03

’04

’05

’06

’07

’08

’09

’10

’11

’12

’13

’14

With its strong base in trade, transportation, manufacturing, technology, health care
and financial services, the Seattle metro area continues to drive the state economy.
This can also be seen in the region’s high per-capita personal income (PCPI), which is now
45 percent higher than the national average. Outside Seattle, the balance of the state
roughly mirrors the U.S. average.5 This divergence in income clearly demonstrates the
need for policies designed to create new and greater opportunities for all Washingtonians,
regardless of where they live.
The makeup of the state’s private sector workforce also has changed since 2000. Private
sector employment has grown 12.5 percent, to 2.5 million jobs (out of the state’s total
non-farm employment of 3.1 million).
The largest increase in jobs over the past 15 years came in health services (the education
and health services category is almost entirely health; private education constitutes a
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very small share of this category), which grew by 43 percent to a total of approximately
452,000 jobs. Professional and business services also experienced healthy growth,
increasing 24 percent to a total of approximately 370,800 jobs. The information sector —
one indicator of the growing role technology plays in the state economy — increased
21 percent to a total of nearly 110,200 jobs, primarily in software publishing. Jobs in
retail and wholesale trade both increased modestly.6
Over the same period, manufacturing declined by 15 percent, losing 50,400 jobs. These
jobs tend to have high multipliers, so declines have a strong ripple effect through the
economy. The already small mining and logging sector continued to decline; it lost
more than 4,000 jobs, a 40 percent reduction. Employment in construction and financial
services was essentially flat over this period.7
Figure 3
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Within the manufacturing category, increased productivity continues to reduce the
number of employees required for any given level of output. However, one continued
area of employment strength is aerospace, which employed 2,000 more workers in
September 2014 than it did January 2000 (Figure 3).8 Durable goods manufacturing
employment is down, primarily in wood products and computer and electronic products.
And the trend for nondurable goods employment, which includes paper manufacturing
and printing, continues its downward slope.
Figure 4

Manufacturing Employment, Washington State
160,000

140,000

120,000

100,000

80,000

60,000
Source: Washington State Employment Security Department

Durable Goods Excluding Aerospace
Nondurable Goods
Aerospace

40,000

Source: Washington State Employment Security Department

20,000
’00

’01

’02

’03

’04

’05

’06

’07

’08

’09

’10

’11

’12

’13

’14

The state and global economies are highly dynamic, having experienced substantial and
often unpredictable swings over the last 15 years. Given these changes, it is important
to understand the state’s varying employment patterns — between communities and
between industries — over time in order to develop effective strategies for creating
opportunity and shared prosperity.
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Setting Goals, Measuring Progress
To understand the state’s strengths and weaknesses, it’s important to have a clear
statement of what is important and develop goals to address those priorities. To that end,
the Washington Roundtable introduced Benchmarks
for a Better Washington in 2011.

Benchmarks for a
Better Washington

The Benchmarks acknowledge what it takes to
succeed today: “To become and stay competitive in
the global economy, Washington must engage in a
balanced strategy that encourages innovation, high

INNOVATION
• Patent generation: 5th
• Private sector job growth: 13th
QUALITY OF LIFE: TRANSPORTATION
• Road conditions: 36th
• Average commute time: 38th
• Bridge conditions: 41st
QUALITY OF LIFE: EDUCATION
• Student achievement in math: 6th
• Student achievement in science: 18th
• High school graduation rate: 32nd
• Bachelor’s degrees awarded per capita: 38th
BUSINESS COSTS
• Electricity rates: 1st
• Business tax burden: 33rd
• Unemployment insurance rates: 44th
• Workers’ compensation benefits paid: 50th
(Data as of October 2014)

quality of life and a healthy business climate.”9
From that premise comes a clear and concise vision:
Make Washington a top 10 state for quality of life and
innovation, while ensuring it is not one of the 10 most
expensive states in which to do business.
The Benchmarks track 13 metrics, grouped in three
clusters: innovation, quality of life, and business costs.
In the most recent update, Washington receives a
mixed grade.
The state scores well in patent generation, ranking
among the top five states nationally year after year,
and on student achievement in math (moving into the
nation’s top 10 for the first time since the Roundtable
began tracking the Benchmarks four years ago).
Conversely, low marks in other key education (high
school graduation rate and bachelor’s degrees
awarded per capita) and transportation indicators
(commute times and road and bridge conditions) are
reasons for concern. Another area in which the state
must improve is costs imposed on employers.

Washington officials have taken note of some of these issues and made some progress
toward addressing them. However, other states have also taken action and some are
improving more rapidly than Washington.
Competition never stands still.
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Priorities for Shared Prosperity
In developing Opportunity Washington: Priorities for Shared Prosperity, WashACE
began with a thorough statistical analysis of the state’s existing strengths and weaknesses.
But the numbers never tell the full story. We also engaged in numerous conversations
with a cross-section of civic and business representatives from across the state, adding
their real world perspectives to our work. Both the data and the dialogue told a clear
story: It will take smart public policy and strategic investments to preserve and enhance
Washington’s economic health and create new and expanded opportunities for its citizens.
Opportunity Washington: Priorities for Shared Prosperity is organized around
three guiding priorities:

ACHIEVE: Provide a high-caliber education and workforce development system
geared to the demands of the 21st century.
• Expand access to postsecondary education that boosts career opportunity and
supports economic growth.
• Ensure all students graduate from high school career- and college-ready.
• Drive interest and performance in STEM (science, technology, engineering, and
math) among K-12 students and increase access to postsecondary STEM programs.
• Focus early learning assistance on children most at risk of entering
kindergarten unprepared.

CONNECT: Create an efficient, multimodal transportation system that links
Washington’s communities to each other and the world.
• Invest in the preservation and maintenance of Washington’s road and bridge
networks and make improvements in key economic corridors.
• Improve freight mobility and connections between roads, rail, and ports.
• Provide options for regions to plan, prioritize, and fund local transportation needs.

EMPLOY: Pursue policies that encourage innovation, entrepreneurship, and job creation.
• Support policies that encourage investment, job growth, and economic opportunity.
• Budget for long-term sustainability, and prosperity.
• Streamline the regulatory system to improve predictability and efficiency.
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I: Achieve: Provide a high-caliber
education and workforce development
system geared to the demands of the
21st century.
In the technology-driven, globally competitive economy of the 21st century, innovation
and efficiency are the keys to continued success. A well-educated workforce is required to
enable existing employers to succeed and grow, and to attract new employers to the state.
For individuals, a strong education system is critical to becoming prepared to take
advantage of the most exciting and rewarding career opportunities employers have to offer.
This is especially true in Washington, which by any measure has one of the most
innovation- and technology-driven economies in the world. Washington already has a
highly educated workforce. That strength will become even more important for the state
in the years ahead. By 2020, estimates are that 70 percent of jobs in Washington will
require some form of postsecondary education (compared to 65 percent nationally).10
Although Washington ranks 13th nationally in private sector job creation,11 25,000 job
openings in our state went unfilled for three months or more in 2013 because of a
mismatch between the skills needed by employers and the qualifications of prospective
employees.12 These openings were heavily concentrated in high-demand fields such as
health care, information technology and engineering. Absent concerted action to address
this skills gap, that number is expected to increase to 50,000 unfilled jobs by 2017.
While those unfilled jobs are clearly lost opportunities, they also represent a strong
incentive to retool for the future, to increase prosperity by ensuring students have the
skills they need to succeed in the economy of today and tomorrow.
Priority I.A: Expand access to postsecondary education that boosts career opportunity
and supports economic growth.
Why This Matters:
Higher education creates opportunities for individuals while simultaneously supporting
future economic growth through research and commercialization of new technologies to

Higher education pays off:
In 2012, median annual earnings for
a full-time worker with a bachelor’s
degree were nearly 60 percent
higher than those of a worker with
only a high school diploma.

help launch new companies and even whole new industries.
Given these individual and societal benefits, Washington
should expand access to higher education and encourage
college completion for students from all backgrounds, with
particular focus on creating additional capacity in program
areas that can lead to career success for individuals and more
economic growth for the state.

For individuals, the results are clear. Higher education pays off: In 2012, median annual
earnings for a full-time worker with a bachelor’s degree were nearly 60 percent higher than
those of a worker with only a high school diploma.13
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Figure 5

The Link Between Education and Earnings
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As important as it is for individuals, higher education also pays off for communities. A
study by The Milken Institute found that adding just one extra year to the average years
of schooling among employed workers in a metro area is associated with a real per-capita
Gross Domestic Product (GDP) increase of 10.5 percent and an increase in real wages per
worker of 8.4 percent.14
For better-educated workers, the gains are even greater. One additional year of schooling
for employed workers with at least a high school diploma is associated with a real per-capita
GDP gain of 17.4 percent and a real wage increase per worker of 17.8 percent.
As the Milken scholars write, the benefits accrue at every level of postsecondary education:
It is imperative for regions and states to form or encourage pools of human capital so they
can gain sustainable competitive advantages in today’s globally interconnected economy.
Consequently, universities, community colleges, and accredited technical and vocational
training facilities are critical to regional economic growth and prosperity.15
They conclude:
Future economic growth is largely dependent on a well-educated workforce with the skills
that industries require. Whether it is a city, county, metropolitan area, state, or nation, high
levels of skilled human capital and continuing investment in education protect a location
from being arbitraged by those seeking lower costs in a globally interconnected world.16
Washington’s current workforce is significantly better educated than the U.S. average,
which has contributed to its strong economic performance relative to the nation.
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Unfortunately, this highly educated workforce is not being driven primarily through instate degree production. Washington’s performance in this area shows significant room for
improvement, as the state ranks:
• 17th in STEM share of bachelor’s degrees17
• 33rd in STEM bachelor’s degrees awarded per capita18
• 36th in science and engineering doctorates awarded per capita19
• 38th in bachelor’s degrees awarded per capita20
• 47th in total fall higher education enrollment as a percentage of population21
Figure 6
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Unfortunately, that did not occur in the
aftermath of the Great Recession.
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State funding for higher education for 2013-15 totals $3.1 billion, about 9.2 percent of the
overall budget (General Fund–State plus related accounts, or NGFS+). In 2007-09, higher
education funding represented 11 percent of the budget. Even with recent increases, state
support for higher education in 2013-15 is $479.3 million below 2007-09.
Figure 7

Higher Education Yet To Recover From Budget Cuts
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Higher education funding is particularly vulnerable to discretionary budget cuts. (For more
on sustainable budgeting, see Priority III.B.) Lacking the constitutional and contractual
protection that basic education and Medicaid (among other budget items) receive, higher
education funding can be more easily reduced by the Legislature. At times, the reductions
have been partially offset by allowing state institutions to increase tuition, which shifts the
financial burdens of higher education to students and their families.
Washington’s public four-year institutions have seen the relative roles played by state
funding and tuition flip since 2001-03. In 2001-03, state support made up the majority of
operational funding for the University of Washington (68 percent), while in 2013-15, tuition
had taken over that majority role (65 percent). Only in the Community and Technical
College System has direct state support maintained its majority role in operational funding
(78 percent in 2001-03, 65 percent in 2013 -15).
Adequate state support for higher education is a fundamental ingredient in building a
culture of opportunity and expanding economic prosperity statewide. But it is not simply
a matter of more education; the education provided must prepare students for the jobs
being created within the economy. Critically, the education provided must be in fields
that match the skills necessary for success in today’s and tomorrow’s workplace. Too
often it does not.
The Boston Consulting Group (BCG) examined the skills gap in Washington state in 2013.
BCG found “approximately 25,000 ‘acute’ unfilled jobs in Washington as a result of the
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skills gap. Approximately 80 percent of those openings are in highly skilled STEM (science,
technology, engineering, and math) disciplines...”24
It is important to remember that, despite the challenges facing technology employers,
the skills mismatch does not exist solely in the tech sector or for those positions requiring
advanced degrees.
In 2012, manufacturers told the Association of Washington Business (AWB) that they
experience difficulty in recruiting high-level workers (managers and engineers), citing
shortfalls in math and critical-thinking skills.25 Those views have been reinforced in the
Washington Employer Survey conducted every two years by the state

Of some 60,000 employers
who hired in 2012, one
in five had difficulty finding
qualified applicants.

Workforce Training and Education Coordinating Board, in conjunction
with AWB and the Washington Chamber of Commerce Executives.
Those survey results reveal that of some 60,000 employers who hired
in 2012, “one in five had difficulty finding qualified applicants.”26 The
biggest problem identified by those who had difficulty hiring was the

lack of occupation-specific skills. The report found that despite progress in degree
production in computer science and engineering, “the rate of progress... is still lagging
behind surging demand.”27
Addressing this problem promises significant rewards for Washington. The BCG analysis
projects the existing skills gap to reach 50,000 persistently unfilled jobs by 2017. Using
conservative multipliers, the consultants calculate that filling those jobs would generate
a total of 160,000 jobs in the state and an additional $720 million in state taxes and $80
million in local taxes annually.28
Ultimately, education systems must align with the skills needed for individual success in
Washington’s economy and the global marketplace. To create this alignment, Washington
will need to dedicate resources to improving access and increasing the number of
degrees awarded — particularly at the bachelor’s degree level and especially within
high-demand career fields.
Priority I.B: Ensure students graduate from high school career- and college-ready.
Why This Matters:
With estimates that 70 percent of jobs in Washington in the coming years will require
some level of postsecondary education, it is critically important that students graduate
from high school prepared for further study or training.
As Partnership for Learning, the Washington Roundtable’s education foundation, notes,
“In today’s world, a high school diploma is no longer optional for students who want to
attain family-wage jobs, and some form of higher education — a two- or four-year college,
technical school, or a certificate program — is increasingly necessary.”29
Unfortunately, Washington still falls significantly short of this important goal, both in terms
of graduation rate and in the preparation of those receiving their diplomas.
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In 2012, Washington ranked 32nd among the states for high school graduation rate, with
a rate of 77 percent.30 Washington’s four-year high school graduation rate in 2013 (for
students who began ninth grade in 2009-10) was 76.0 percent.31 The Washington State
Board of Education has established a goal of increasing that number to 89 percent by the
end of this decade. The state must meet or exceed this objective to become one of the
top 10 states for high school graduation.32
But the challenge doesn’t end with high school graduation. Of students who graduated
from public high school in 2009-10 and enrolled in community and technical college in

Washington ranked 32nd
for high school graduation
rates in 2012, with 77
percent of students
graduating on time. The
graduation rate in 2013
was 76 percent.

2010-11, 57 percent enrolled in at least one pre-college (developmental
or remedial) course — most often in math.33 These disappointing
numbers must be foremost in policymakers’ minds as they consider
important questions of education policy and funding.
Washington’s state constitution (article IX) leaves no doubt about how its
framers viewed the importance of education. It boldly makes education
the state’s “paramount duty.” According to a January 2012 ruling by the
Washington Supreme Court, it is a duty that the state has failed to fulfill.34

That opinion, known as the McCleary decision, referred to legislation passed in 2009
regarding basic education,35
…which if fully funded, will remedy deficiencies in the K-12 funding system. This court
defers to the Legislature’s chosen means of discharging its article IX, section 1 duty
but retains jurisdiction over the case to help facilitate progress in the State’s plan to
fully implement the reforms by 2018.36
Since then, the Washington State Legislature has increased basic education funding,
adding approximately $1 billion in the 2013-15 biennial budget. To comply with the
Court’s mandate, funding increases of $3 billion or more are expected through the
next two biennia.
In its McCleary decision, the Washington Supreme Court found that school districts rely on
local levies to fund basic education programs that are constitutionally the responsibility of
the state. This is despite the fact that school districts in Washington rely heavily on state
funding as compared to those in most other states.
In school year 2010-11, Washington’s total revenues for education per student were
$11,306, 28th highest in the country. But its revenues per student from state sources
($6,474) ranked 13th in the country, while revenues from local sources, $3,523, ranked
39th.37 The constitutional requirement that state revenues fully fund basic education places
an unusual obligation on Washington relative to most states.
But spending is not the only factor involved in education policy. It’s imperative that
the state continue to make improvements focused on better outcomes for students,
particularly as it assumes the responsibility for providing a much higher than typical
proportion of funding for the K-12 system.
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Legislators recently enacted several measures that are expected to increase the probability
that public education will better prepare students for 21st century success:
• 2014: Passed a 24-credit requirement for graduation from high school (to
be effective for students graduating in 2019).38 This better aligns graduation
requirements with college-entry requirements.
• 2013: Authorized the Office of Superintendent of Public Instruction to intervene in
Washington’s lowest-performing schools.39 This ensures that the state is proactively
improving the education of students attending Washington’s worst schools.
• 2010: Created the Teacher/Principal Evaluation Project (TPEP) to establish more
consistency in evaluating teacher and principal performance and provide better
information to drive professional development. TPEP has since been piloted and is
being proliferated around the state.40
This last reform is especially significant, as research and anecdotal evidence tell us that
teacher quality is the critical classroom factor impacting student achievement. As a Bill &
Melinda Gates Foundation study recently found, “Effective teaching can be measured.”41
And, as the Rand Corporation42 and Partnership for Learning43 have noted, teachers matter
more to student achievement than any other factor.
Washington must take steps to ensure that the very best teachers are in every classroom,
every day. The state can meet that challenge by continuing to assess teacher performance,
providing opportunities for current teachers to enhance their skills, making assessment of
student outcomes a factor in personnel evaluation, and ensuring principals have authority
to hire the best teachers.
Yet lawmakers failed to adopt legislation in 2014 that would have required statewide test
scores to be considered as part of teacher evaluations.44 As a result, Washington was the
first state to lose its No Child Left Behind waiver, which means that districts lost control
over how to spend approximately $40 million in federal funds.45 (Oklahoma lost its waiver
in August 2014, but regained it in November 2014.)
Washington must also continue to make gains in student achievement by closing
achievement gaps between groups of students and raising the high school graduation
rate. These efforts will ensure every student is prepared for life-long career success in a
dynamic economy, capable of fully realizing the abundant opportunities for rewarding
civic, community, and workplace achievement.
Priority I.C: Drive interest and performance in STEM among K-12 students and
increase access to postsecondary STEM programs.

80 percent of chronically
unfilled jobs in Washington
state are tied to a shortage
of qualified candidates
with STEM skills.

Why This Matters:
Today’s economy and tomorrow’s will require strong STEM skills
at all levels. This is especially true in our state. Washington
currently ranks third in the nation in both STEM jobs concentration and
STEM jobs growth.46
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With 80 percent of chronically unfilled jobs tied to a shortage of qualified candidates with
STEM skills, the opportunity for Washington students is clear. For individual students to
take advantage of this opportunity, the state must increase postsecondary capacity in
computer science, engineering, and health care programs.
And, just as important as increasing postsecondary access, K-12 students must be
encouraged to take an interest in STEM fields, have access to high-quality instruction in these
subjects at every level, and leave high school with a strong foundation in math and science.
The payoff is considerable. BCG estimates that a one percent increase in the number of
high school graduates interested in pursuing a computer science or engineering degree
would increase the number of qualified employees by 600 a year.47
The National Governors Association Center for Best Practices identifies best practices for
building a strong statewide STEM education system:
A state with an effective STEM policy agenda uses its funding and statutory
authority to set academic content standards, required assessments, and high
school graduation requirements that are aligned across the K-12 level and
with postsecondary and workforce expectations; establish content-rich teacher
preparation and certification requirements that are aligned with K-12 needs;
develop new models of curricula that support effective K-12 STEM classrooms and
schools; and focus investments on what works.48
Washington has made some policy enhancements in recent years. In 2013, the Legislature
enacted a bill requiring that Advanced Placement Computer Science count as fulfilling
a math or science graduation requirement,49 becoming just the 10th state to do so.50
The Legislature also created the STEM Education Innovation Alliance to advise the
governor and develop a STEM education report card “to monitor progress in increasing
learning opportunities and aligning strategic plans and activities in order to prepare

Washington’s eighth graders tied
for sixth in the nation in math
performance and 18th in science.
But only 42 percent of students
are meeting the proficiency
benchmark on the nation’s math
test; 36 percent in science.

students for STEM-related jobs and careers...”51 Additionally,
the Superintendent of Public Instruction adopted the Next
Generation Science Standards in 2013, making Washington
the eighth state to do so. These standards “provide consistent
science education through all grades, with an emphasis on
engineering and technology.”52
There are still opportunities for improvement. Washington eighth
graders are tied for sixth in the nation in math performance53 and

18th in science54 on the National Assessment of Educational Progress. Those rankings may
appear good on the surface; however, only 42 percent are at or above proficiency in math,
and only 36 percent in science.
Better math and science instruction in elementary school can help inspire children to
pursue further study and careers in STEM fields. Regional STEM networks, jointly funded
by the public and private sectors, continue to enhance STEM instruction throughout the
K-12 system. And computer science is a foundational skill of the 21st century that should
be made available to all high school students.
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Priority I.D: Focus early learning assistance on children most at risk of entering
kindergarten unprepared.
Why This Matters:
With job and life opportunities in the 21st century so directly tied to education levels, it
is increasingly important that all students enter the K-12 system prepared to learn and
succeed. Unfortunately this is not currently the case in our state. The State Board of
Education has determined that only 41 percent of students entering kindergarten are
adequately prepared; the goal is to increase this number to 69 percent by 2020.55
Research consistently shows that students who arrive in kindergarten behind their peers
tend to stay behind them throughout their educational careers, thereby decreasing the
chance that they will graduate high school prepared for additional

41 percent of students
entering kindergarten are
adequately prepared. The state’s
goal is to increase that number
to 69 percent by 2020.

education or meaningful careers.
That’s why experts routinely trumpet the wisdom of targeted
investments in early learning programs.
Economists Rob Grunewald and Art Rolnick conclude that investing
in early childhood development programs “makes sense…because

the returns are large, reliable and reaped by both the individuals involved and the general
public.” They advise that programs should “be focused on those children at highest risk for
developmental deficits. Conditions that indicate whether a child is at risk include low family
income, violence or neglect in the home, low parent-education levels, low birth weight and
parent chemical addiction.”56
A Brookings Institution study supported these conclusions, finding that only 48 percent “of poor
children are ready for school at age five, compared to 75 percent of children from families with
moderate and high income.” Further, “Children who attend some form of preschool program at
age four are nine percentage points more likely to be school ready than other children…”57
And a 2013 study following up with fifth graders who had participated in a universal
preschool program in New Jersey found that “two-years of pre-K beginning at age three
had larger persistent effects on achievement than did one year of pre-K.”58
These types of gains led the State of Washington to establish the cabinet-level Department
of Early Learning in 2006. The department is charged with improving the chances that
students who enter the state’s K-12 system are adequately prepared to learn.
The state’s commitment to early learning is well-reasoned, given that research from
economist James Heckman and others has found that:
…investment in the early education of disadvantaged children pays extremely high
returns down the road. It improves not only their cognitive abilities but also crucial
behavioral traits like sociability, motivation and self-esteem.59
With limited resources, it is prudent for policymakers to focus their early learning
investments on those future students who are most likely to otherwise enter school
lagging their peers.
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II: Connect: Support a multimodal
transportation system that links
Washington’s communities to each other
and the world.
Just as the state’s education system provides the intellectual infrastructure for the 21st
century, its transportation system provides the critical physical infrastructure needed to
support Washington’s economy. A safe and efficient transportation network is required
to move people, parts, and products around the state and beyond its borders.
Everyone depends on Washington’s transportation system. From the wheat farmers of
the Palouse to the winemakers of the Columbia Valley, our state’s agricultural industry
needs to get its products to markets along the Pacific Rim and around the world.
Manufacturers must efficiently move materials and components to their factories and
finished goods to their customers. Businesses of all stripes and sizes rely on their
employees getting to work on time, and families travel on our roads and bridges to
get to school, health care, and recreation.
State government has the primary responsibility for building and maintaining the state’s
extensive network of roads and bridges, as well as the nation’s largest ferry system.60
Washington is one of 23 states that constitutionally dedicate state fuel tax revenues to
highway and road purposes; another three states
make a similar dedication in statute. Unlike many

Signs of Growth

states, Washington does not use general revenues
to support its transportation system.
As our state’s population and economy continue to

• Population to grow 28 percent by 2022.
• Annual vehicle miles traveled to reach
60 billion by 2020.
• Freight volumes expected to triple by 2035.
• Central Puget Sound transit ridership
to grow 90 percent by 2040.

grow, there are more cars and trucks on the road.
Rail traffic has returned to pre-recession levels, and
Washington is poised for substantial increases in
population and freight volumes in the years ahead.
In 2012, the Connecting Washington Task Force, a blueribbon commission of labor, government, and business
leaders chaired by Gov. Chris Gregoire, reported that
Washington’s population is expected to grow by 28
percent by 2022, annual vehicle miles traveled are

expected to reach 60 billion by 2020, freight volumes are expected to triple by 2035, and
central Puget Sound transit ridership is expected to grow 90 percent by 2040.62
Accompanying these projected needs are funding challenges. Revenue from the fuel tax,
the primary revenue source for transportation projects, cannot keep pace with demand
due to increased vehicle fuel efficiency reducing the amount of fuel purchased in the
state. Connecting Washington recommended a state investment of $21 billion over 10
years for preservation and new projects.63 (The full cost of meeting the state’s needs was
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estimated to total $50 billion.64) Lawmakers have not approved a significant new statewide
transportation investment since those recommendations were released.
The state has fallen behind on the infrastructure investment that a prosperous future
requires. There’s no mistaking the signs. Traffic congestion, particularly in Washington’s
urban centers, has slowed the commute. Roads and bridges are deteriorating
dangerously. It is past time to invest in the transportation system we have and improve
key economic corridors.
Priority II.A: Invest in the preservation and maintenance of Washington’s road and
bridge networks and make improvements in key economic corridors.
Why This Matters:
According to the American Society of Civil Engineers (ASCE), drivers and businesses
in Washington lose 32.5 million hours a year to travel delays, which cost about $1.1
billion annually.65 Washington ranks 36th in the nation in over-all road conditions.66 When
“more than $37 million worth of freight is moved every hour and 87 million vehicle-miles
driven daily,”67 it is easy to understand the potential economic impact resulting from
deteriorating road conditions.
The ASCE report also commented on the inadequacy of Washington’s transportation network:
In 2011, approximately 85 percent of the concrete pavement in Washington state —
13 percent of the network primarily on freeways — was more than 20 years old, the
length it was originally designed to last. In addition, concrete pavement carries two to
five times more traffic than engineers anticipated when it was constructed.68
In 2014, TRIP, a national transportation group, found that “Roads and bridges that are
deficient, congested or lack desirable safety features cost Washington motorists a total
of $6.5 billion statewide due to higher vehicle operating costs (VOC), traffic crashes and
congestion-related delays.”69 TRIP adds:
From 2013 to 2018, under current funding projections, the share of state-maintained
roads and highways (the most heavily traveled in the state) with pavements in poor
condition is anticipated to more than triple from eight percent to 26 percent… From
2013 to 2018, WSDOT projects a shortfall of nearly $1 billion between the current
and anticipated annual budget for pavement preservation and reconstruction and the
needed annual budget to achieve sustained improvements in pavement conditions.70
Analysis conducted by BCG in 2014, based on Washington State Department of
Transportation data, estimates Washington needs to invest $3.4 billion in maintenance
and preservation over the next 12 years to bring all state roads up to “fair” condition
or better. That analysis assumes a 25 percent reduction in

In Washington, $37 million
worth of freight is moved every
hour and 87 million vehicle
miles are driven daily.

federal funding.71
Historically, the federal government has played a significant role in
funding maintenance and preservation of state roads and bridges;
however, federal funding has become less certain in recent years.
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The ongoing uncertainty makes planning difficult and further delays vital investment.
The federal-state transportation partnership must be made more secure. Washington’s
congressional delegation must come together to promote federal action that would
provide permanent funding of the Highway Trust Fund at current levels.
The Washington Roundtable asked BCG to assess the economic impact of the components
of transportation proposals that received substantial legislative support during the past two
legislative sessions. BCG concluded that a $7 billion investment ($1.25 billion in maintenance
and preservation and $5.75 billion in project construction) would generate $42 billion in
economic benefits over 30 years. It would produce 184,000 jobs, save $600 million per
year in business supply chain costs, and support $2.5 billion per year in port expansion.
As compared to current investment levels, congestion would be reduced by four million

A $7 billion investment in to
preserve and maintain state
road and bridge networks and
improve key economic corridors
would generate $42 billion in
economic benefits.

hours per year, saving the average driver $85 annually. Additionally,
the percentage of roads in poor condition would be reduced by 25
percent, saving the average driver another $160 per year.
The opportunity to improve quality of life and drive economic
growth through state transportation investment is clear. There
are also significant downside risks to inaction. The BCG analysis
estimates that if Washington doesn’t increase its investment in the

preservation and maintenance of its roads and bridges and make improvements in key
economic corridors, by 2026:
• Overall congestion statewide will rise to 109 million hours per year, costing
drivers $940 annually.
• Sixty percent of state highway pavement will be rated in “poor” condition or worse,
costing drivers $1,040 per year in vehicle maintenance costs.
• Forty percent of bridges will be functionally obsolete or structurally deficient.
• Preservation and maintenance of existing highways will be nine times more
expensive, escalating to $2.7 million per mile.
• Trade volumes at the Ports of Seattle and Tacoma will be flat or declining.
The return on investment is overwhelmingly positive and the data paint a stark
picture of what will happen without action. Washington must invest in the preservation
and maintenance of existing roads and bridges and make improvements in key economic
corridors.
Priority II.B: Improve freight mobility and connections between roads, rail, and ports.
Why This Matters:
Washington’s economy is highly dependent on global trade. The state ranks second in
the nation in exports per capita.72 According to the Washington Council on International
Trade, 40 percent of the jobs in the state are related to trade in some way.73 Given
its many trade advantages, the state is well-positioned to continue to be a leader in
international trade for years to come.
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These advantages include deep-water ports that are well-equipped to handle commodities
and efficient container handling, a major international air traffic hub for passengers and cargo,

Washington ranks 2nd
in the nation in
exports per capita.

smaller regional airports, and geographic proximity to key U.S. trading markets,
including both Canada and the Pacific Rim.
Washington’s many existing trade-dependent jobs, as well as the ones that can
be created in the future, depend on an efficient, intermodal transportation system

sending goods to and from our state. The Washington State Department of Transportation
describes the system this way:
Washington’s transportation system functions as an interconnected network of
gateways and transportation corridors — inland barge, seaports, airports, borders,
rail, and highway systems — that provide access to markets, create jobs and economic
growth, and link business, government, and economic activities together locally,
nationally, and internationally.74
These critical linkages involve a number of different authorities and funding mechanisms.
The highway system remains the focus of most public and legislative attention. The BCG
analysis notes that without new investment, trade volumes out of the Ports of Seattle and
Tacoma will be flat or declining by 2026.75
The freight rail system, which is primarily funded privately, also plays a vital role, particularly
in service to the state’s major ports.76 These private expenditures convey public benefits,
according to the state freight rail plan:
The common public benefits associated with freight rail include stimulating the state’s
economy, supporting local communities and businesses with jobs and revenues, reducing
congestion, improving public safety, offering a transportation choice for shippers,
reducing environmental pollution, and saving energy.77
Much of the state’s role in supporting rail is regulatory, not financial. Over the long-term,
the success of the state’s vital ports will be tied to public policies supporting rail activity.
Continued investment in and by the major railroads is vital for the state’s future. The
competitiveness of the state’s ports will be heavily determined by the rail connections
and service they rely on…78
Without strategic improvements to both roads and rail, travel times for freight movement
threaten to put our ports at a disadvantage compared to West Coast competitors.
Priority II.C: Provide options for regions to plan, prioritize, and fund local transportation needs.
Why This Matters:
While state highways, bridges, roads, and ferries are the backbone of our state’s
transportation system, local roads and transit provide essential connections for residents
and businesses. According to the Connecting Washington task force, county roads make
up 46 percent of state lane miles, 27 percent of all trips on the state transportation system
are on city roads, and local transit provides 215 million passenger trips annually.
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A 2010 study by the University of Washington’s Evans School of Public Administration,
conducted in collaboration with the Washington Roundtable, of all transportation revenues
invested in the Puget Sound region found that:
Local jurisdictions (counties, cities, county transit agencies) direct the spending of 52
percent of the revenue stream [recurrent revenues]. Regional entities (Sound Transit
and the Puget Sound Regional Council) direct 23 percent. The balance is directed at
the state level.79
In order to address their unique transportation challenges, regions should be given the
ability to prioritize and fund local transportation improvements. In densely populated
metro areas, transit plays an increasingly important role. Efficient transit can reduce
traffic volumes, reduce demand for parking, and provide commuters a lower-cost,
environmentally friendly way to travel. State transportation policies should continue to
recognize the importance of local and regional transit systems.
A 2011 study noted that public transit:
…is fundamentally a local responsibility. The state has enacted laws providing for the
establishment of local and regional transit districts and allowing for local investment
decisions by local elected officials. Funding has also been authorized at the local
level through voter-approved tax options, primarily sales tax. As a result, nearly three
quarters of all funding for transit is from local option tax authorizations, the bulk of
which is sales tax.80
Given the varying needs for roads and transit in communities across our state, local areas
should have more options and authority to craft solutions that work for them.
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III: Employ: Support policies that
encourage innovation, entrepreneurship,
and job creation.
A vibrant economy requires a healthy private sector to create jobs, foster economic
activity, and generate the tax revenues that support essential public services and
healthy communities.
By many measures, Washington’s private sector is exactly this type of dynamic force,
successfully generating economic activity and creating new opportunities for its citizens.
Washington currently ranks fifth among the states in patents generated,81 fifth in venture
capital investment,82 and sixth in research and development spending.83
These successes translate into a robust, growing economy. Washington ranks 12th
in the nation in labor force growth rate84 and 13th in private-sector job growth.85 But
Washington can do better. Washington should strive to be in the top 10 on both of
these important indicators.
Washington’s private-sector employers must continually overcome the challenges inherent
in operating in a fast-moving, global economy. Companies of all sizes are competing not
just with firms in Boston or San Francisco, but with those in Bangalore and Shanghai.

Signs of innovation:
Washington ranks 5th in
patent generation, 5th in
venture capital investment,
and 6th in R&D spending.
Job Growth: Washington
ranks 12 in the nation in
labor force growth, 13th in
private-sector job growth.

Successfully doing so requires continual innovation and improvement, as
well as a competitive operating cost environment.
In a connected world, capital flows to where it can most economically
be deployed. Other states and nations are aggressively recruiting
Washington employers, seeking to entice them with incentive packages,
lower operating costs, a lighter regulatory burden, and the promise of a
more business-friendly culture.
To expand opportunities for those living and working in Washington, state
policymakers must create an investment climate that encourages and
rewards innovation and risk-taking. Washington’s economic prosperity
depends on expanding its existing economic clusters and fostering the

growth of new industries that hold the promise of creating new jobs. Enacting predictable
and efficient fiscal, regulatory, and employment policies is a key strategy to hasten that
economic expansion. There are three areas that require special focus.
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Priority III.A: Support policies that encourage investment, job growth, and
economic opportunity.
Why This Matters:
As costs imposed by the public sector on private employers, taxes are one of the factors
impacting employers over which policymakers have the most direct control.
For fiscal year (FY) 2011, the state and local tax burden of Washington residents ranked
13th highest in the nation on a per-capita basis, at a combined $4,366. This figure exceeds
the national average of $4,217.86
On another measure of tax burden, however, Washington is more in the middle of the
pack. Total state and local taxes absorbed 9.4 percent of Washington personal income,
slightly less than the overall U.S. average of 9.8 percent, placing Washington 27th

Washington’s businesses
carry 54.2 percent of the
state and local tax burden, a
higher share than businesses
in 42 other states.

among the states in state and local taxes paid as a share of income.87
(Washington ranks lower in burden relative to income than in burden per
capita because the state’s personal income, a measure of the strength of
the economy, is relatively high.)
The make-up of those taxes, however, places a relatively high burden
on employers. Washington’s revenue structure relies to an unusual

degree on business taxes, with businesses paying 54.2 percent of the taxes received by
Washington’s state and local governments in FY 2013 ($17.0 billion). In 42 other states,
businesses pay a lower share of the overall state-local tax burden. Nationally, businesses
paid an average of 44.9 percent of state and local taxes88 — nearly 10 percentage points
lower than the business tax share in Washington.
The effective tax rate (the ratio of state and local business taxes to private-sector gross
state product) on Washington businesses was 5.0 percent in FY 2013. Thirty-two other
states had a lower effective business tax rate than Washington; the average effective tax
rate was 4.7 percent.89 Figure 8 shows the relative contributions of various types of taxes
to the state and local business tax burden in Washington.
Figure 8

The Distribution of the Business Tax Dollar
Washington State and Local Business Taxes, 2013

27% Sales Tax

25% Property Tax

19% B&O Tax

14% Excise Tax

8% Unemployment Insurance
7% License and Other Taxes
Source: Ernst & Young LLP, 2014, "Total State and Local Business Taxes:
State-by-State Estimates for Fiscal Year 2013,"
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Like all states, Washington has adopted tax policies that lower rates and make
adjustments to the economic activity being taxed for specific purposes and activities. In
addition to the four major Business and Occupation (B&O) tax rates, there are a number of
specialized B&O rate classifications designed for different industries.90 Similarly, the sales
tax base has been defined to exclude certain types of transactions, such as food purchases
and purchases of various personal and professional services. These adjustments generally
promote specific public policy objectives. The business tax burden would be considerably
higher — and the state less competitive in attracting and retaining these types of
businesses — were it not for such policies.
Although some of the modifications are designed as incentives to promote a specific
type of business investment, others are designed to offset disincentives to economic
development or competitive inequities that our tax system would otherwise create. (Such
disincentives and inequities exist in all state and local tax systems, but they are particularly
prevalent in a system like Washington’s that relies heavily on business taxes relative to
other states.) In this way, the policies perform a special role in normalizing the tax structure
and maintaining a level field of competition.
One way tax policies normalize the tax structure is by reducing tax pyramiding, the taxing
of goods multiple times as they go through the production chain on the way to the final
consumer. The sales tax exemption on machinery and equipment, for example, is common
to most states and is consistent with the basic tax principle that the sales tax should be a
tax on consumption; producers should not be taxed on production inputs like equipment.91
Two recent examples of how such policies can operate effectively are the B&O tax credit
and sales tax deferral for high-tech research and development (R&D), and the sales tax
exemption for rural data centers. The R&D incentives are intended to promote jobcreating R&D investments by helping to compensate those who conduct R&D for the
knowledge spillovers they provide to others who are conducting R&D nearby.92 If the

Although some tax modifications
are designed as incentives to
promote investment, others are
designed to offset competitive
inequalities in our tax system.

Legislature fails to re-establish these incentives, Washington will
be one of only a handful of states that doesn’t provide an incentive
to encourage such investments, putting the state at a competitive
disadvantage for location of these activities.
For years, Texas was among the majority of states that offered an
R&D tax incentive, but ended it in 2007. In 2014, Texas lawmakers

restored the incentive. Each year the state did not offer the incentive it lost an estimated
$3 billion in economic activity and more than 20,000 jobs.93
Similar results can be seen in our state’s experience with rural data centers. Data center
growth in Central Washington accelerated after passage of a state sales tax exemption
in 2010. That incentive was allowed to expire in 2011, shifting data center construction
to other states that have competitively priced land and power. The tax exemption was
restored in 2012, temporarily returning Washington’s competitiveness for data center
location. The incentive was not extended in 2014 and is scheduled to expire in 2015.
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Another area where policymakers can directly impact both business costs and job
creation is in the employment-related costs they impose on employers. As these costs
increase, existing employers are discouraged from adding new employees. Firms
evaluating location or expansion of operations in Washington will assess the impact of
higher labor costs on their business models.

Washington has the seventh
highest unemployment
insurance taxes in the nation.
Washington has consistently
had the highest workers’
compensation benefit costs
in the country.

Employment-related costs fall into three categories: unemployment
insurance (UI), workers’ compensation, and wage and benefits policies.
UI and workers’ compensation policies have been the subject
of significant legislative attention in recent years. A number of
reforms have been proposed and promoted by the employer
community and lawmakers have responded with modest
improvements. Despite this progress, Washington’s costs remain
high compared to other states.

In 2013, Washington’s taxable wage base, the maximum amount on which employers
must pay a UI tax for each employee,94 was the highest in the country, $39,800.95 As a
consequence, the state’s UI taxes are high relative to other states. Reforms adopted in
2011 have resulted in some competitive improvement, including a 13 percent overall
reduction in the UI tax in 2012.96 Nonetheless, in 2013, Washington’s UI taxes were
seventh highest in the nation, some 60 percent higher than the national average.97
Similarly, the state has consistently had the highest workers’ compensation benefit costs
in the country. In 2012, the most recent year for which data are available, benefit costs
averaged $840 per covered worker, nearly twice the U.S. average of $434.98
In 2011, the Legislature allowed workers who are at least 55 years old (dropping to 50 in
2016) to voluntarily settle their claims with structured settlements. Opportunities to build on
this reform might include expanding the use of voluntary settlements to workers of any age.
Voluntary settlements bring closure for workers and reduce long-duration time-loss claims.
Clarifying the definition of what constitutes an occupational disease (a condition
warranting workers’ compensation) would also help control costs. Over 1997-2009,
“occupational disease claims have been a rising proportion of all compensable claims in
Washington while their proportion has fallen in both Oregon and British Columbia.” 99
In Washington, the definition of occupational disease is very broad. The lack of clarity
means diseases may be covered that are not directly caused by workplace exposure, but
are instead ordinary diseases of life. Other states (e.g. Virginia) exclude common illnesses
and specify when a disease arises out of employment.100
In terms of wage and benefit policies, Washington has long had the nation’s highest
statewide minimum wage. That has now been exceeded in multiple jurisdictions as local
governments have adopted their own wage and benefit laws. For example, Seattle
adopted a paid sick leave mandate and a $15 minimum wage. Voters in SeaTac passed
an initiative setting a $15 minimum wage, paid sick leave, and labor retention policies
affecting transportation and hospitality employers.

Page 27

In addition to the absolute costs of these measures, and the challenge they create in
competing with other employers not subject to the same mandates, local governments’
wage and benefit regulations create compliance problems for employers operating in
multiple jurisdictions. They also create difficulties as employers look to align their human
resource policies among cities with different mandates. For example, the SeaTac and
Seattle sick leave policies have differing provisions.
Research is mixed on the effects of incremental increases in the minimum wage,101 but large
increases are clearly associated with declining job opportunities for the young and unskilled.
The stakes are also high for small businesses. Economist Gary Burtless, with the Brookings
Institution, notes, “The risk of a big minimum-wage hike at the city level is that the city’s
low-wage employers will be harmed in their competition with out-of-town businesses that
sell the same products or services.”102
Washington employers and residents alike place a high priority on the equitable
compensation and protection of those in the workforce. Policymakers must carefully
consider wage and benefits mandates and system to ensure that such protection
are maintained in a cost-effective manner so that employers can create more job
opportunities for Washington citizens.
Priority III.B: Budget for long-term sustainability and prosperity
Why This Matters:
Over time and throughout various economic conditions, the State of Washington has
experienced cycles of boom-and-bust budgeting. Programs have been expanded during
the good times — sometimes at rates exceeding the growth in revenues — and then
sharply contracted in the downturn. That uncertainty has taken a toll on students, families,
public employees, and those relying on public services. These fluctuations also directly
impact the employer community as increased taxes and fees are often proposed to
generate the additional revenues required to maintain these programs.
A commitment to sustainable budgeting replaces this uncertainty with stability, supporting
long-range planning and assuring that a consistent level of vital services can be maintained
in varying economic conditions.
Policies that encourage economic vitality are a crucial element of sustainable budgeting,
because they produce a natural growth in tax revenues. Elimination of funding for the
state tourism agency in 2011, for example, negatively impacted the hospitality and retail

A commitment to sustainable budgeting
replaces uncertainty with stability
and assures that a consistent level of
vital services can be maintained.

industry and the taxes they generate. Washington is now
the only state without a funded state tourism agency, a loss
that has been particularly hard on communities outside the
Seattle metro area.
In 2014, for the first time in six years, the legislative session

began without a budget shortfall. This was due to an improving economy that resulted in
revenues coming in as forecast, as well as to the fact that the 2013-15 budget had been
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Figure 9

shaped in accordance with the Legislature’s
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Priority III.C: Streamline the regulatory system
to improve predictability and efficiency.
Why This Matters:
Many state-level regulations reflect
Washingtonians’ commitment to protecting

human health and the natural environment. However, the costs of regulatory
compliance have a direct impact on investment and job creation. This inherent tension
in government’s regulatory role was captured in the first report of Gov. Gary Locke’s
Washington Competitiveness Council (WCC):
Washington’s environmental regulations are important to the environment and the
health of citizens. The competitiveness council does not seek to weaken Washington’s
environmental safeguards. Instead, it seeks a culture change within the regulatory
agencies to help businesses get things done.
Washington’s current environmental regulatory system is a tangled structure
that evolved in piecemeal fashion, resulting in an uncoordinated and inefficient
regulatory regime. This contributes to regulatory problems that damage
Washington’s competitiveness.103
In discharging its regulatory responsibilities, the state should strive to maintain necessary
safeguards while assuring predictable regulatory policies and processes, administrative

Page 29

efficiency, and coordination among agencies at all levels of government to avoid
duplication. The WCC’s efforts produced positive reforms, but economic development
professionals continue to raise similar concerns today.
A report to the Department of Commerce in 2013 noted, “There is widespread
dissatisfaction with the state’s regulatory system. The concern is not so much about
the standards of regulation, but mostly about the inconsistency and inefficiency of
administrative processes.”104 The report also noted that perceptions of inefficiency
damage the state’s reputation for business.
Other sources confirm that observation. In its latest survey of manufacturing companies,
the tax and consulting firm McGladrey found that 73 percent of Washington employers
cited state regulations as negatively impacting growth, higher than any other state.105 A
survey of Association of Washington Business members

“There is widespread dissatisfaction
with the state’s regulatory system.
The concern is not so much about the
standards of regulation, but mostly
about the inconsistency and inefficiency
of administrative processes.”
— Washington State Department
of Commerce, 2013.

documented widespread frustration with Washington’s
regulatory environment among small businesses.106
Another survey by the services marketplace Thumbtack
and the Kauffman Foundation found that Washington
small business owners give the state a D+ with respect
to state regulatory burdens.107
Analysts have difficulty comparing metro and state
regulatory burdens, given the subjective interpretation of
regulatory policies and the complicated interplay among

agencies and individuals responsible for administration and compliance. Nevertheless, the
Mercatus Center publishes an index of personal and economic freedom that evaluates
regulatory freedom108 by considering property rights, tort liability, and occupational
licensing, among other factors. Washington ranks 37th, reflecting a higher-than-average
regulatory burden in the state.
Addressing regulatory policy typically involves two dimensions: determining whether the
regulations themselves are reasonable, and judging how efficiently they are administered.
In terms of regulatory content, Washington regulations routinely exceed the minimums
required by federal law. For example, the state chose to require a global environmental
impact statement, rather than a project-specific analysis,

73 percent of Washington employers cite
state regulations as negatively impacting
growth, higher than any other state.

for proposed coal export facilities in 2014.109 Policies to
address climate change and water quality are frequently
cited by employers as areas of uncertainty that can
affect long-range planning. Additionally, as noted

earlier, many employment policies enacted by state and local governments, including
the minimum wage and paid leave requirements, represent workplace regulations that
exceed federal standards and add to employers’ competitiveness concerns.
While regulations ultimately reflect Washingtonians’ policy preferences, they should be
regularly reviewed to see if, for example, the benefits justify the added costs of compliance.
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The other regulatory dimension — administrative efficiency — is currently being addressed
as part of Results Washington, an initiative proposed by Gov. Jay Inslee to improve

Regulations ultimately reflect
Washingtonians’ policy preferences
and should be regularly reviewed
to see if the benefits justify the
costs of compliance.

organizational performance throughout state government.110
Under the Department of Commerce, a Red Tape Index is being
developed to quantify the business experience in dealing with
the administrative side of regulations. The effort complements
independent work by the state auditor to advance regulatory
reform through a series of performance audits.111

WashACE supports these efforts by state government officials to systematically examine
the burdens they place on employers within the state. Additional work to streamline the
regulatory system and improve administrative efficiency should be pursued.

Conclusion
Opportunity Washington: Priorities for Shared Prosperity is a roadmap for expanding
Washington’s culture of opportunity to individuals, families, employers, and communities in
every corner of the state. It recognizes that Washington’s economy is very different than it
was at the start of this century. Our state and our economy have experienced extensive and
even unpredictable change. Washington has responded well, but, with smart public policy
and strategic investments, we can be better.
Achieving the goals and priorities outlined by Opportunity Washington will require strong
collaboration and a shared commitment to expanded opportunity and shared prosperity.
The Washington Alliance for a Competitive Economy, along with a statewide coalition of
partners representing varied interests, industries, and economic clusters, is committed to
this effort. We invite you to join us. Learn more at www.opportunitywa.org.
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