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In response to 1983-84 reductions in California

_community collége funding, this report examines financial
alternatives in light of different policy objectives. Following a

background section on reductions in community college funding over.

the past 5 years, constraints on districts' flexibility in responding
to reduced 'support are outlined, with focus on limits on

instructional and non-instructional budget reductions. The next
section considers the implications of five alternative levels of

community coliege funding, i:e:.; leave Budget Act funding level

intact, restore funding to 1982-83 base level, provide a 3% increase
in funding for inflation cost increases_above the 1982-83 base level,
provide a 6% increase in funding for inflation and equalization cost
increases above the 1982-83 base level, or fully fuhd the provisions
of Senate Bill 851 calling for inflation cost increases and

* equalization aid. Next, four alternative sources of additional
funding are discussed: the State General Fund, student chargés, a
mixture of general fund increases and student charge revénues, and
additional revenue from other sources. Finally, the report -addresses.
five policy objectives, analyzes the funding alternatives most likely

to achieve each, and notes their implications. The objectives are to:

(1) avoid additional General Fund expenditures; (2) preserve the
current no tuition policy; (3) reduce the size and scope of the
community‘colleges; (4) preserve access; and (5) maximize access and
program quality. A summary of the impact of various student charge

levels on community college enrollments and an overview of the
methéds and assumptions used in preparing the report are appended.
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The Callfornla Postsecondary Educatxon €ommission

was. created by the Leglslature and the Governor

nating CounC1l for ngher Educatlon in order to
coordinate and plan fdr education in California
beyond hlgh school. As a state agency,, the
Commxssxon 1s respon51ble for assurlng that the

utilized eff ctIvely ‘and efficiently; for promot-

ing dlversxty, Inﬁovatlon and responsiveness to

the needs of stndents and society; and for advis-
ing the Leglsiatnre and:the Uovernor on statew1de

educatlonal policy and funding.

The Cbmmissibn con51st§7_pf 15 members. Nine

represent the general pub%xc witk three each
ap901nted by the Speaker of the Assembly,; the

Senate Rules Committee, and the Governor. The
other six represent the major educatxonal systems
of the State

The Commission holds regular public meetings
throughout the year at which it takes action on
staff studies and adopts positions on. leglslatlve

"proposals affecting postsecondary education:

Further information about the Commission, 1its
meetings, its staff, and its other publications
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POLICY ALTERNATIVES\FOR FINANCING
CALIFORNIA COMMUNITY COLLEGES IN 1983-84 -

BACKGROUND

\

Much has been written in recent weeks about the llRely 1mpact of the

Governor's budget vetoes on the Communlty Colleges.. From any .

perspectIve, the reduction in’ ‘college appoctionments inust be v1ewed as

severe. The Governor's veto eliminated $§124.6 million in funding for

inflation, equailzatlon, and enrollment growth costs that were approved

by the tegxsiature in the budget bill and incorporated into this year's

Community €ollege finance legislation. In. addition;- the Governor cut

Gcmmunlty Coiieges total apportlonment support nearly $105 8 mllllon,

.or 7:5 percent; below the 1982-83 base budget level with the expéctation

that the coiieges would make up thls amount by 1mpo51ng a general

and $30 per semester for’ those taking fewer than 6 units. ’

- . N

series .of " cuts spannlng the five years since passage of Prop051tlon 13.
" The 1982-83 support: budget\@or the colleges contained a $30 . mllllon

dcliar reduction below 1981-82 levels, a cut from $l 441,956,000 in

State.General Fund and- local property tax support for' apportlonments to
$1,402,919,000. If the current impasse over 1983-84 funding is’ not

resoived coiiege support budgets will' be reduced an_additional 7.5

pércent below 1982-83 levels. Moreover, between. 1978-79 afAd 1982- -83,

Communi llege budgets consistently lagged behind 1nf1atlonary cost

.1ncreasesmu“As Table 1 shows, college budgets lost nearly 19 percent of -
:their buying power durlng this period, and the Budgeét Act level of
fundlng would result-in‘.a 28 percent loss in purchasing power ‘since

1978-79. *

. TABLE 1: State and Local Revenues par -ADA
for Support of Current Operatlons, 1978 79 to 1983-8%2

Tota1 - Actua1 Bevenues Per , Cumu]at1ve

Units Revenues ADA in Constant Percent Percent
‘Fisial Year of ADA Per ADA * Dollars Change”  Change
1978-79 634,895  $1,722 §1,722 = . -—-= (===
1979-80 - 670,115+  $1,;848 -~ $1,682 - 2.3% - 2.3%
1980-81 727,768 $1;905 —~ 381,566 - 6.9% = 9.0%
1981-82 7355154 ~  $%,979 $1,480 -5.5% -14.0%
1982-83 - 711,250 $1,98t - $1,398 - 5.5% . -18.8%
1983-84 71%;250°  $1;833 . §$1,238 -11.4% -28. %

_— ‘ . . -
* #Support per APA in constant dollars based on actuaL support per ADA

deflated by Higher Education Price Index. The 1983-84 figures are
based on final levels authorxaed for apportlonment support in the

Budget Act:

\




As the Commission.noted in its .recent report, Impact of 1982-83 Budget

Constraints on the Callfofnla Community Colleges, budget limitatzions
last year £\rced districts to restrict access *n colleges Reductions

in course‘offértngs of moré than 10 percent from 1981-82 levels occurred

in over one-fourth of . the colleges. One half of 'the cdlleges reduced

course’ offerlngs by more than 5 percent waiting 115ts for enrollment
in high-demand programs grew; and.the 'open door" to Communlty Golleges

closed for tens of thousands of California's c1t12ens Progress

in

developlng programs in emerging technologies and other vocatronal areas

was restricted by the lack of funds for purchas1ng'and maintaining

essentlal equ1pment Moreover ~ some existing high-cost bocatIonal
programs were cut bacR or dropped for reasons of cost despite an ImSuffI-

cient supply of trained persomnel in these fields: Further, the abIlrty

of some colleges to provide the courses necessary to contInue ‘their

transfer function, parnticularly in the sophomore year, was Jeopardrzed

by budget limitations. The Commission report concluded:™

The evidence that [1982-83] budget constraints have
threatened the scope and quality of Callfornla s Community

Colleges is now compelling. Securing resources for infla-’

tion increases to college budgets. for 1983 84 is ‘of

prlmary importance to prevent their further deterloration
Limited resources réthré thét difficult decisions be made by
the Gonernor ‘and the Legislature about ‘the allocation and use
bf those resources. .The current condltlon of Communlty College
budgets adds urgehcy to that process. The greatest threat to
access and quality in the California Communl%g Colleges is
leaving the colleges serlously underfunded o reasonable
level of student charges nor Ceneral ¥unds alone can avoid
this uuderfﬁndlng Unless additional tesources are prov1ded
California's Community Colleges could be forced to turf away

. between 100,000 and 160,000 students, to reduce the scope qnd

quality of college offerings; and; in the extreme case, to
close several financially troubled 1nst1tut10ns '

This repoxt examines the current cr1 is in Communlty College
finance and the constraints that affect. the Community College
"‘districts' ability to respond to budget actions. It then
analyzes. the implications of five alternative fundlng levels,
discusses four alternative sources of -funding, and analyzes
the 1mplrcatlons of the maJor altevhatlves avallable to State
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CGNSTRAINTS(DNI¥STRICTS'FLEXIBHJTY
IN RESPONDING'TO\?EDUCED SUPPORT

Limits on Non-Instructional Budget Reductions
) ~

3

The magnltude of underfunding faced by the Communlty Colleges and the

kinds of cuts districts have made in recent years combine toisegerely
Iimit their ability to cope with the current 7.5 percent reduction
through further cuts in their non-instructional support budgets '

4

. The 5105.8 mllllon cut” equals one\half of all non- salary costs in

the colleges. These costs incliide such expenses 4&s utilities;

insurance, and other fixed costs of operations. Most of these’

costs have increased sﬁéadllyrlg”recent years and further econo-
mizing in this area will prove difficult. 5 . ) _

™ For the past several years; college expendltures for deferred mainte-

nance, equipment replacement,; and llbrary acqulsltlons "have been

reduced: or eliminated on the assumption that the budget comstraints

represented a temporary problem Such. poilcles canpot be continued

indefinitely without seriously threatening the quality of the

physical plant; .instruction; classroom and: laboratory equipment,

and ultimately the overall value of a Commuplcy College educatron

° Although some districts Stlll have reserves rhat COUIQ,?? used to

help cover the reduction in State and local support in many districts
this source of emergency funds is no longer available:

° Finally, although admlnlstratlve, counsellng, gu1dance, 11brary,

and other support staff could be reduced still further at.some

colleges beyond last year's reductlons, at other collegesifurther

cuts will threaten the quallty and integrity of the institutions,
their programs, and their sérvices.

Limits on Instructional Budget Reductions
c N ) 7

Most dlseé{cts also face 51gn1f1cant 11m1tatlons on the1r ability to-

® Flrst 87 of the State s lO6 Communlty Colleges have coltective.
bargalnlng agreements with theiy faculty that must be hoﬁored o a
few 1nstances, these are multi- year agreements, ‘but in most cases

" they are srngle year agreements covering sdalaries), frlnge benefits,
and wprking condltlons--teachlng loads, class size limitations,; and

similar features.

al.,

-

' Second, for ADA or other enrollmemt reductlons to produce real
savings 1n the current _year, they mu¥t be accompanled by reductions

=
g .




in faculty * March 15, 1983, was the legal deadline for distgicts;
to notify nontenured full time faculty of 'possible layoff or dismis-
sal, and that deadllne has long since paéged

. Third, some- part tlme faculty in districts with collective bargain-
ing agreements have rxghtﬁgof“ﬂegpected employment' -which cannot be
v1olated W1thoat proper prior notice. Furthermore, even if bhe

entire part-time faculty in all 70 districts could be laid off
before the start of the 1983 84 school year,; the resultlng salary

savings would amount. only to abont $96 million; or $10 million less”

than the total needed to offset budget reductions. In’addition;

part-time faculty accounted for one-third ofé the total weekly
faculty contact hours in 1982 -83. *Their-elimination would require

reductions in a w1de range of course offerlngs, 1nclud1ng high-

demand vocational courses in busxness, computer sc1ence, engineering;

and other hlgh technology flelds, for in recent years, increased

student demand in these areas ‘has been accommodated by adding
part-time, rather than full-time faculty:

y

® Fourth fall course schedules have already been set by the collegea

classes have started &t a number of them; and at others many stu-

dents have completed fall*regxsbratxon If icoirses cannot be cut
this fall the cutbacks required in the spring term will be severe.

Such reductlons would not only §efiously affect ‘transfer students' .

fall to four-year institutions, they would also adversely affect
the ability of students with vocational objectives to complete
their programs in a timely fashion: . .

, : ¢

® Flnally,'average ClaSSfSIZES hayei}ncreased uin recent years as a
partial response to reduced’ funding. For example -~ the student
faculty ratio increased from.25:6:1 in 1977-78, the year before

passage of Prqp051t10n 13, to 32: §u}7197}982 83--an increase of 27
percent. Dlstrlcts can not be expected to continually increase
class sizes. For example, Iaboratory,iﬁhop, and technology courses

are llmlted in size by the physxcal facxlxtles in wh1ch they are
- conducted. .. ‘

IMPLICATIONS OF.ALTERNATTVE
LEVELS OF FUNDING
The followlng paragraphs 1dent1fy the maJor Implrcatxons of five alterna-

tive lévels of funding for the Community Golleges in 1983 -84: — ,
e

Level I Leave Budget Act Funding Level Intdct 7

lf no fﬁrther legislatiVE/;ctlon is taken on :the 1983 84 Community
'Colleges general support budget; local property tax and State General
Fund support for apport bnments @ill total §1.3 bxllxon This amount is

-4~ 57




lS percent less than the Community College budget adopted by the Leglsla—
‘ture and a 7:5 percent cut in funds below .1982-83 levels. yhls cut

‘would result in substantial reductions in programs and "ourses offered
by the colieges, in further deferring equipment replacement and facili-

ties maintenance costs; in addjtional cuts in college staff and in a

loss .of more than 53, 000 in Average Daily Attendance (ADA) or more than
100,600 headcount, students if the colleges attempt to maintain the same

lev.:l of suppdrt per ADA in 1983-84 that they had the prior year.
Increased utility," insurance, and salary cogt$ make such cost containfent

unllkely even im the most frugal tightly managed districts. Thus, when

the impact of inflation is included; the enrollment losses probably
would exceed 85,000 ADA or more than 162 ,000 students. (When the colleges

experienced 51m11ar losses in revenue in 1978-79 aftér the passage of

Proposition 13, they.lost more than 160,000 students and ADA . declined-

over 10 percent ) s

Level 2: Restore Funding to 1982-83 Basé Level . S

. funding to restore college budgets to the 1982 =83 level Such a restora-

tlon wouid provide _some_ rellef for college budgets Vet expected losses

ence serlous .difficulties. Increased f1xed costs for ut111t1es "and

other commitments wxll requlre further reductions in staff and programs.

Enrollment fosses of 4 to § percent of total ADA are likely as .colleges

*cut back on course offerings; and headcount losses could approach 60,000
students, even if the $105.8 million were restored without the 1mp051tlon

of a generai student charge Imposing. the¢wgv€5nor s proposed $100/560
per. year charge would increase the headcount enrollmeqt losses by about

77,600 additionatl students even-if f1nanc1al aid wére provided.

f‘\; .
™~ -
-~

-

Level 3: Provide 3 Percent. Increasé in Fundmg fo Inflation Cost

Increases Above the 1982 B3 Base Level

A3 percent increase over 1982-83 base fundlng would requlre ‘additional

reverties ogiabout $155 mllllon above the Budget Act level ($105.8 million

for the restoration of the base and $50 million for inflation and equali-

zation costs) Thxs tevel of revenue would not fully fund ‘inflationary

costs increases over 1982-83; and a reduction in ADA of at least 1 to
1:5 percent would probabtly Stlll be pecessary. It would provide no
support for enroltlment growth and would provide approX1mately 60 percent
of the equailzatlon money envisioned in SB .851. The 3 percent” increase

would, however; .halt ¥the continued erosion in colleges' purchaslng

power,rprovlde $PTE,fund1ng for equallzatlon to raise the support rates;r
for the lowestrrevenue districts, and perhaps stabilize college enrollmentsg
although the actual enrollment losses could range from 20,000 to 143 000 °

students dependlng on thc source of funds.

4 :5: i \\V ‘



v
Level 4: Provide 6 Percent Incréase in Funding for Inflatlon and
Equalization Cost Increases Above the 1982-83 Base Lewvel

This optxon would provide colleges with the level of fundlng for inflation

and equalrzatlou that the Legislature provided in the Budget Blll and in
the new Community €College .finance legiSlation (SB 851). It would require
an augmentatlon of $203.2 million above the Budget Act level:. The

Commission believed that funding a 6 percent 1nflatlonary cost increase
for 1983-84 was reasonable; and its survey of the impact of budget

congtralnts suggested . that this figure would allow colleges to operate
at the level they did in 1982-83 and to maintain enrollment levels. but

not fund additional.enroilment growth. ;
\ 4 -

N\

. K}
'

Level 5: Fully Fund the Provisions of SB 85l -

This option wouldirestore Community College fundlng to the level approved
by the Eeglslature in the Budget Bill and authorized in SB 851. It

would provxde $86.7 million above the 1982-83 base funding level for

,1nflatxon cost increases and 510.7 'million for equalization of supportr

“‘rates, among districts:. Statewide enrollment growth would be funded to -

the €xtent of a 2.1 percent ‘increase in ADA at a cost of $24 1 million.
The colleges would be able to maintain existing program effectlveness-
and strl{bacéoﬁmodate up to 28,000 additional students.s Additional
revenuqs f $230:4 million over those provided in the Budget Act would
be reqiired, however, to prov1de this level of support.

IMPLICATIONS OF . ‘
ALTERNATIVE SOURCES OF FU‘\IDS

-

The follow1ng paragraphs evaluate the implications of four alternatlve
sources of additional funds for support of Community College operatlons

- -

Source 1: The State General Fund _ X

The 1983-84 Budget Bill adopted by the Leglslature would have proVLded

.the Communlty Colleges with revepue from .the State General Fund for
1nflat10n, equalization, and enrollment growth and for replacement of

funds the Governor expected to be offset by student charges. This

option was rejected by the Governor in his budget vetoes. Additional
support from traditional Géﬁé\'ﬁai Fund revenues along with normal local
property tax revenues would; if avarlable, be the least disruptive

approath to adequate oommuﬁity College fundlng because it would not

produce the ehrollment losses lrkely from a general student charge.

z .
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Source 2: Student Charges

The imposition of a general student charge is a second option tor ilicreas-
ifg funding for the Community Cojfleges:. Over the past three years,
sharp increases in student charges have occurred in the State's piublic
four-year institutions and. in the public institutions of most otuer
statés in response to redictions in the level of State General Fund
support. Such charges offer a means of maintaining programs and enroll~
ments when State expenditures and revenues stand ip tenuous balance.

In the case of the ‘Californig Community Cotleges, however, a mandatory
seneral charge does not now exist, and the impact on enrollments Bf a
new student charge‘is more difficult to estimate than that from an
increase in existing charges:. Nevertheless, new charges are likely to
reduce enrcllments even:if fimancial aid is provided to assist needy
students: The impact on access and the magnitude of the enrollment loss
would -depend orr the level of the charge, when it was imposed, provisions
for financ¥al aid, and the number og prospective students gow deénied
enrollment bécause of restricted course offerings who might enroll 1if
courses were available. Table 2 on page 9 provides a summary of the
estimated impact on Community College enrollment and revenues of a range
of funding levels and funding sources, including those discussed in this
. report, and Appéndix A provides a summary of the ‘eéstimated .impact of
various lévels of student charges on different types of students, overall
enrollments, revenue levels, and student financial sid needs.
The Commission, believes that if a general charge were imposed; it should
be mandatofy In all districts.. Pegmitting local distrigts to decide

whether or not to impose such a charge would raise serious equity questions.

Enrollment and funding disruptions and dislocations would be inevitable,
particularly in heavily populated urban and jsuburban areas served by
moré than one district. Local option student charges might permit
districts with large reserves to forego. imposing a fee. But distficts
without -réserves would have to turn to student charges to augment inade-
quate State support. Districts serving affluent students might decide-
to impose charges to.enhance the range and quality of their educational
courses -and services; they would likely redlize considerable ‘reveriue
from such a feé because few students ﬁqpld.lééGé and fewer still would
require financial aid to continue. On the other hand, districts serving
low-income, educationally disadvantaged areas might be reluctant to .
impose charges for fear that needy students would be deprived of access

‘deterioration in instructional quality: For Such districts; the imposi-
tion of a student charge. would not. increase revenues proportionally
because they would likely suffer disproportionate losses in enrolldent
"without; additional financial .aid. Providing the needed financial aid
funding, moreover, would further reduyce net revenue gains unless the aid
‘was supplied by the State::nd federal governments: Finally, the prospect
of some districts imposing a%genéral charge.while others did not would
compound existing inegiities Stemming from the current differences 1in
local practice with réspect to pérmissive fees: In-multi-district urban
and suburban-areas it might also produce price wars among di'stricts.
; - , , s o

, B
. . . .

. . -7- N .
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to college even though the decision to forego charges would mean further



'Source 3: Mixture of General Fund Increases
and Student Charge Revenues

A -mixture of Ceneral. Fund and student support could produce additional
‘#venues for 1983-84 while also recognizing that the. imposition of a
general student charge poses potentially serlou;'practlcal and legal
problems this year and might have to be delayed until the second sSemester
to permit sufficient plamning and preparation by both the colleges and
their students. Under the circumstances, the ‘combination of funding
sources ®would augment revenues expected from the general charge and
avold raising in a single semester all the needed funds by doubling the
required charge.

i

o
Source 4: Additional Revenue From éthér éburcéé

Other possible sources of additional revenue for the Community Colleges
anlude (1) increasing revenues from existing tax sourcés (2) sécuring

(<) 1ncrea51ng permissive fees (S) seeking alternatlve,local‘taxes, and

(6} seeking increased private suppbrt As the Commission has noted in

carlier reports; some of these options are less desirable and some less
feasible than others. Several probably could not be implemented in time
ro affect 1983-84 college budgets; some; like higher permissive fees and
private sources of support; would not produce enough money to make any
difference; and others, like using district reserves; would not provide
a statew;de solutign. It is doubtful that even if all of these alterna-
tives were eventu;iay implemented they could prov1de slgnlflcant revenues
to Community Collfge districts in 1983-84 to avoid progra atic reductions

and enrollment 1losses.

-

Tdbte 2 on page 9 summarxzes the llkely effects of the flve alternatlve

The figures in the table were developed using the Comm1551on s student

tharges simulation model and other analytxc tools thaﬁ;are described in

appendix B: A comparison of the maJor alternatives shows:

1 Moving from lower to hxgher tevels of total support--from the .
Budget Act level to SB 851--total support is constant at each .level’

regardiess of Ffunding sources: Slmxlarly, formal apportionment

support per ADA Increases at each level but is constant within
tevets:

fundIng would resuit in either a reduction in the support rate per
ADA from $1;950 in 1982-83 to 51,833 in 1983-84 or in the loss of

over 85; 666 abA and the denial of access to approx1mately 162,000

students in order to maintain the 1982-83 support rate per ADA in

constant dotlars:



TABLE 2:

. funding Level
Alternative

Badiet Act

Restore Base

it Tnflation t
Equalization

b Inflation
Equal ization

Fully fund
5B 851

Notes: 3.

- RN

Sourcd:

Additiial W
Funding Source  General funds ~ Student
Alternative Requlrml Eharges
Gareril Faid Mg N Authorized
General Fund §105,766,000  None
W & S50 §SB:813,000  § 52,562,000°
Skadeit Chacges § 13536,000  §102,230, 000’

General Fund $155; 466000

B & 550 § 45,598,000

Student Charges  § 2 ;'4&65' 1000
. 'kw;;

Gereral Fiod  $203, 166,000

KGE 4 B0 §110: 155,000

Studeat Clirges  § 31,736,000

General Fund szm 406,000

Nene

5 97128, 00t
§iiT 352,000
Hone

U I
§102;230; Uno®
s, 9,

Hoae

Tutal

Yo

§1:303:571;000

§1,409,331,000

§1,409; 337000

§1,409,337;000

- §1,489,037;000,

51,4590, 000
§1:459,097,000
51506, 737;000
§1,506,737,000
$1:506.737,000

§1,430,07,f

Support Funding
Per  Constraints
CBA M

$1,830 5,000
1,981 32,000
51,981 32,000
SI-081 32000
11:000
77777 11000
§2,051 11,000
s 0
62,118 0
§2,18 0

G112 (15, i)

bolicy Alternatives for Financing California Community Colleges in 1983-84

Estimated Envollment Losses From

Stadeni éﬁargés

6,000, © 00

55;060 78;600
0" g0
52,000 123,000
32,000 78,000
71,000 168,000

-------

Actua] -

Total. " Suport

AR Heailcaunl per ADA
§5,000 - 162,000 52,082
000 6I00  §2:075
00 10,00 §2,1%5
64:000 19,000 §2,1M°
1,000 20,000 §2,08)
1000 10000 42,197
000 1,00 2,0

0 0§28
2,00 B0 §2,208
71,000 ¢ 168,000 52,353
- (S, 00} uzéabaj P12

The amaint thUn uuacr Sikaditianal “eneral Fiids Hequzrcd" also includes the amount of seditionsl money needed 10 provide financial
21d to studeats vith denciistrated flmincial need, The aid estiudtes are made ufing the Coiisaioi's atudeit eharges wodel and are

listed separately in Appendix A.

Total support is State General Fund and local pmpvrty t.nt revenne support for apport iomments,

It does not Incjude categorical
fuidiig for Educatisnal Opportunity Programs and Services (E0PS); disabled students, State operutlons; and apprenticeships.

The Student charge level id the "half-and-half" rastore- the base aption is §50 for students taking 6 units or more and §30 or
those students taking 5.9 units or less.

The student charge level under the restore-the-base np{wu wth studant charges is e $50/310 per tera propusnl wide By
ihe Governor or 1007560 per year.
The student charge lével in the "half-und- hait" 3 pe:cent option is 375/345

The student charge level in the full Student support for the.) percent_option is 81507490,

The student charge level in the "half-diiil-hali” & percent option ig §100/§60.

The student charge level in the tull student support for the 6 percent option is §200/$120,

. Califoraia anamondary Educat ion Comission

s |
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3. Restorlng the base through -equal portrons of General Fund support

and a $50/$3O student charge the second semester has a srgnrfrcantly

- N - - - -

fundlng level. Moreover, it increases the support rate by 15:9

percent per ADA ($2,125 vs. 51,833 per ADA) for 1983-84 above the.
official level in thé Budget Act because of the "hold harmless”

______ \

provisions of SB 851 \

& . Restorlng the base entlrely with student charges of $100/560 produces

as great an overall loss in ADA and headcount enrollment as' does -

restoring the base and proV1d1ng 3 percent for inflation and equalr-

zation through the use of student charges: In both cases, the ADA

loss is- about 63,000 and the headcount -earollment loss is about
140, 000 The resultlng revenues produce a flrst-year support rate
v of $2 250 per ADA under the 3 percent optionm,; $2,177 per ADA under

the restored-base student- charge ‘option, and $2,082 per<ADA in the
;Budget Act after taking the likely loss of ADA into account:

S. PrOV1d1ng 3 percent for 1nflat10n through equal parts of General
Funa support and student charges of $75/$45 the second semester
Budget Act funding. level is likely to produce (79,000 headcount
students versus 162 000) Moreover 1t does not have an apprec1ably

General Funds (7% 000 students 1n°tead of 61 000) and yet offers
nearly a 5 percent improvement in the support rate per ADA over the
option_ of restoring base! with General Funds ($2 157 per ADA compared
to $2, 075)

the - -year produces srmllar ADA and headcount losses ag wouadd s:mply
restoring the base with Genieral Furds, and it produces -nearly the
same ADA and headcount losses as the 3 percent "half-and-half"
option. Moreover, this 6 percent "half-and-half" option results in
substantially fewer ADA and headcount enrollment losses than acceptlng
either the Budget Act fundlng "level, restoring the entire base with
student charges of $100/$60 per vear, or restoring it with half
General Fund support and half student charges ($50/$30 per year)
Furthermore, the resulting supgort rate under this option would be
$2,218 per ADA compared to $2.075 per ADA under the option of
restorlng the base through General Fund support alone The cost to
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POLICY OBJECTIVES. AND ALTERNATIVES

FOR THE LEGISLATURE AND GOVERNOR
\

ThlS report outllnes p0551ble pollcy alternatlves for flnanc1ng the
Community Colleges in 1983-8%4. Ultimately, the determination of which
alternative best meets the needs of the State, its Community ®plleges,
and its citizens must be based on State objectives: What do State

Q
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policy makers seek to achieve through Callfornla s system of publlc

higher education: Each funding level and eagh fhndlng sburce alterna-

tive helps to achieve different’ policy goals. The tradeoffs are cledr,

and the stakes are h1gh

Community €ollege finance:

:

Avoid addltlonal General Fund expendltures ' .o ;

' Preserve the current no tuition policy;.
Reduce the size and scope of the Community Colleges,

Preserve access, and

‘Maximize both aCCess and program quallty

wn e WwN =

i

_ }

These pollcy ohJectlves are not mutually exclu51ve Several of the‘
might be followed at once. For the sake of clarity; however, the follo

ing paragraphs discuss each in turn,; analyze which alternatives would b
most likely to achieve each objective, and note their 1mp11catlons for

the Community Colleges and the State.

Objective 1: Avoicl Additional Geneéral Fund Expenditures

When the performance of the economy and prlor tax reductlons 11m1t State

revenues, this obJectlve can be achieved in public higher educatlon

through one of several means: (1) imposing or increasing studernt charges

to replace General Fund support; (2) reducing access through enrollment

limitations and program reductions, (3) reducing the cost and quality of

existing programs and institutions as State educatlonal resources, or

(4) some combination of these techniques. .

Acceptlng the final Budget Act funding level for the colleges would

secure this pollcy objective, but the cost would be quite high. More

than 100,000 Califormians would be deénied access to Community College
courses or etse the support rate per- ADA would drop from $1,950 in

1982-83 to $l 833 per ADA in 1983- 84 Moreover, the lack of any increase

in the Support r;teLto offset the effects of inflation. would threaten
educatlonal quality for those students who remained. If both the $lOS 8
'mllllon budget cut and the effects of inflation are considered, the

colleges would need to reduce enrollments by more than 85,000 ADA or by

160,000 students just to maintain their 1982-83 rate of Support 1in
constant dollars: The loss of enrollment because of underfunding is

likely unless some allowance is made for inflationary cost increases.
If this were to be accomplished without any appreciable increase in
State General Fund support, however, a mandatory student charge of

$lSO/$90 or - more per year would be required. ~The consequent loss of

students would probably'exceed 140,000 even if f1nanc1al aid was.prov1ded

especially if scheduling and timing. problems delayed the imposition of
the full charge until the second semester. ¢
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ERIC

Aruitoxt provided by Eic:

Object 7e 2: Preserve the Current "No Tuition" Policy

. zchlev1ng thlS obJect1ve requlres a contlnuatlon of th State s historic

commltment to flully funding access to qualrty publI: postsecondary
education through General Fund support and loeal prOperty tax revenues :
It would require the expendlture of at least $260 miliion more than the

f1nal Budget Act prov1ded OtherW1se attempts to preserve the no

. access at the expense of program quality-or eliminate access for 1arge

numbers .of students wirile preserving program qualIty for those who

remain. For -example, maintenance of the '"no tuition" potlcy coupled
with the Budget Act level of funding would mean the loss of more than
162 000 students from the Communlty Colleges and some further erosion in
the ablllty of these co]leges to faintain quallty programs . Even the
restoration of the 1982 83 base fundlng level for the colleges through
the use of General Funds would probably lead to enrollment losses: of

about 60 000 students. ,

!

Objective 3: Reduce the Size and Scope of the Community Colleges

Any fund1ng level below that requlred to fully fund inflation, enrollment
and equallzatron would achieve this objective, but would probably do so
in a fragmented, ad hoc, ind arbitrary manner because of the llmlted
time available. Insuffl'lent funding could’ reduce- access to courses for-
many students and narrow the current comprehensive mission of the colleges
yet preserve quallty. Permanent course or program reductlons result .
from piece-meal reductions- and dcross- the -board cuts or from a more

dellberate determination of college priorities and missions: This 6hjee-‘

tive could be achieved at any funding level by encouraging this determi-
nation of priorities &dnd missiofn, biit refinements in college goals and
functions are not llkely to occur when ma351ve cuts are required in
mid-year ‘after fall .course schedules are set faculty are hired, and
students registered. Instead, decisions about what and where to cut
must then be made on an emergency ad hoc ba51s with little consideration

" given to the mission, purpose, or role of the colleges in securing the

State's future.

Objective 4:  Preserve Access

This- policy objective seeks to maintain the colleges' '"open door", but
it can be accomplished in periods of -reduced funding only by reducing
program cost and threatening quality. Maintaining’enrollments without
sufficient funds requires increases in average class sizes, faculty

workload increases; or a shlft in the curricular balarnce toward less

expensive Pprograms regardless of student demand ‘or State priorities: If
this is the primary objective of State policy makers, it can be achieved

-12-
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while protecting ‘quality by. providing funding for inflation, through

General Fund apportiomments. The costs of such alternatives; however,
range from $155 to $230 million: :

Objective 5: Maximize ‘Both Access and Program Quality

This objective can be achieved either through (1) an increase.in State
General Funds to maintain historic levels of support for' the colléges,
including funding for inflationary cost increases; (2) the imposition of
student charges in the absence of sufficent General Fund support; or (3)

a mixture of these ‘twb funding sources. The actual impact on both

access and program quality will depend upon the level of overall funding
reached, the level of student charges; and the nature and extent of

financial aid. This objective could be secured through adoption of

either a 3 or 6 percent funding level supported entirely from General
Fund reveniues or through a combination of General Funds and new student
charges. The 6 percent "haif-and-half'" option produces no greater loss
in enrollments .than the 3 percent "half and half option", yet results in

2 support rate per ADA significantly above current year and SB 851
levels. Both 3 and 6 percent "hatf-and-half" options pose less of a’

threat to access and quality than the Budget Act funding level. They
reduce enrcollment only siightly more than restoring the base through
General Fund appropriations, yet cost the State the same amount of money

while increasing the support rate per ADA significanfly. T
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APPENDIX A |
; ‘Summary of the Impact on Student Enrollment
' and Revenues 0f a Range of Student Charges
in the Community Colleges

TABLE 1  Summary Réport _ i -
J .
: R o L Level of Annual Charge*
Category $50/%30 $75/%45 $700/360 $150/$90 $2007/5120
WITHOUT AID : |
Headzount Loss 60,064 91,484 117,737 172,462 1225,050
Percent Loss 4 4% 6.8% 8.7% 12.7% . 16.6%
Revenue . o .« I o o
(Millions)  § 51.5 $ 75.3 § 98.2 s 140.5 § 178.7
ADA Loss . 30,027 46,781 59,224 87,014 1144033
WITH AID
Headcount Loss 39,225 58,694 77,663 123,069 167;487
Percent Loss 2.9% 4.3% 5.7% 9.1% 12.49%
- . ‘
Revenue = o . o o
(Millions)  § '52.5 $ 77.7 § 102.2 $ 148.0 § 190.2
Aid Costs - L S - o
(Mitlions) & 46 $ 7.8 $- 9.3 § 14.0 s 18:8
" ADA Loss 15,987 24,027 31,882 -~ 51,752 71,393

*Part-time differential of 60 percent for students taking fewer than six
units per term. : ‘ ‘

£15- .
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TABLE 2 Credit Load Report

Category.
WITHOUT AID
Full-Time
Headcdount Loss
bercent Loss .

6.0 - 11.9 Units

1

f o +$50/$30

2,810 -

4:.1%

Headcount Loss 21,342

Percent Loss

Under 6.0 Units

- 6.0%

Headcount Loss 19,769

Parcent Loss

Noncredit
Headcount Loss
Percent Loss

TOTAL ,
Headcount Loss
Percent Loss

WITH BID

Full-Time
Headcount Loss
Percent Loss

6.0 = 1179 Units
Headcount Loss
Percent Loss

Under 6.0 Units

6

3.8%

6,144
3.8%

0,064
4 .49,
5,760
1.8%

7,552
2.1%

Headcount Loss 19,j6§ﬂ

Percent Loss

Noncredit _
~Headcount Loss
Percent Loss

TOTAL .
Headcount Loss
Percent Loss
Aid Costs

{Millions)

3

S

3.8%

6,144
3.8%

9,225
2.9%

4.6

$75/$45

21,258
6:8%

31,798
‘9.0%

29,318
5.6%

9,110
576%:

91,484

6.8%

8,640
2.89%

11;626

3:3%

29,318
5:6%

9,110
5:.6%

58;694ﬁ
4:.3%

-16-,

© $100/$60

25 867
8.3%

12,007

7.6%

ii7;?37
8.7%

21

$150/$90

38,557
12.46%

59,607
16.8%

56,693
10.8%

17,605
10.9

172,462
12.7%

17,280
5.5%

31,491
8.9%

56,693
10.8%

17,605_
10.9%

123,069
9.1%

§ 14.0

22,951
14.2%

225,050 .
16.6%

237039
< 7.4%

47,562
13.4%

73,935
14.0%

22,951
14.2%

167,487
12.4%

s 8.8



TABLE 3 - Family Income Report

-

' Category $50/$30 ' $757345 © $100/$60 $150/$90 $200/$120
WITHOUT AID - ' '
Low (Under $15,000)  ° - o -

Headcount Less 33,899 51,112 66,088 96,099 . 124,693

Percent 'Loss 6.6% 10:2% ' 13.0% - 18,9% : 24:5%
Mid ($15 = 30,000) o ' o .

Headcount Loss 15,477 23,418 30,480 44,912 58,821

+ Percent Loss © 3.6% 5:5% C7.1% 10.5% . ;1‘3.7%
High (Over $30,000) T - -

. Headcount Loss 10,688 15,954 51,169 31,451 41,537

Percent Loss 2.6% 3:8% 5:1% 7.5% 10.0%
TOTAL . S - = o
Headcount Loss 60,064 91,484 117,737 172,462 225,050
Percent Loss 4.49% 6.8% 8.7% 12.7% 16.6%
WITH AID
. Low (Under $15,000) s o L
Headcount Loss 15,178 22,430 29,468 51,597 73,468
Percent Loss 3.0% 4.49 5.8% 1041% 14 6%
Aid Costs - o : R S
(Millions) s 4.0 S 6.7 5 8.1 s 12.1 $ 16:2
- - - - - - - - I it § .
Mid ($15 - 30,000) _  ° - o -
Headcount Loss 13,359 20,309 . 27,026 40,021 52,484
Percent Loss - 3.1% 4:7% 6:3% 9.3% 12.2%
aid Costs - o ' o IR
(Millions) $ 0.6 s 1.1 5 1.2 .8 1.9 . § 2.5
High (Over $30,000) - - o
, Headcount Loss 10,688, 15,954 51,169 31,451 ‘ 41,537
Percent Loss 2.6% 3:8% 5.19 7.5% 10.0%
Aid Costs o , o . : o o
(Millions) $ 0.0° $ 0.0 § 0.0 $§ 0.0 $ 0.0
TOTAL S o - : -
Headcount Loss 39,225 58,694 77,663 123,069 167,487
Percent Loss =~ 2.9% 4:3% 5.7% 9.1% 12:4%
Aid Costs o B ) ) L .
“(Millions) s 4.6 § 7:9 s 9.3 S 14.0 s 18:8
i
25 i
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APPENDIX B-

METHODS AND ASSUMPTTONS "

1. The ‘total support level is based on State Genmeral Fumd and local
property tax support for apportlonmen*s it dops not’ include

categorical funding for Educatlonal Opportunxty Programs and Services
(EOPS); disabled students, State operatlons, and apprentlceshlps

2. The support . rate per unit of Average Daily Attendance (ADA) is .

computed 'by ‘dividing the total support for apportxonments by the

711,250 ADA authorized in the Budget Act. This is the official:

support rate and because apportlonments are not reduced for ADA

losses in the vear in which they occur; this official support rate

is different from the "dctual” or ”1mp11c1t" support rate per ADA

which is derlved by d1v1d1ng the total support for apportlonments
by the ADA that are actually likely to enroll.

3. Estimates of the ADA losses likely to occur as a result of under-

funding are based on the assumption that districts will respond to

insufficient funding by reducing their ADA enough to maintain the

same level of Support per ADA in coostant dollars received in

1982-83. Comm1551on staff estimates that the 1982-83 support rate

of $§1, 981 per ADA %would have to be increased by 4.5 percent: to

approX1mately $2, 082 in order to malntaln the same.level of support
in constant dollars.

A

. N |
R The conversion from underfunding ADA losses to headcount enrollment’

losses due te underfunding is based on the assumptlon that the

losses would occiir among all types of students in the same propor-

tions as they currently enroll If the same percentage losses

occur among students enrolled full tlme, part time for 6 or more

units; and part time for 5.9 units or less,; then_the present ratio
of ADA to headcount students (1:1:905) can be used to convert

estimated ADA losses into headcouht losses.

5. The proJected ADA and headcount losses d!trrbutable to the imposi-

tion of student charges are based on estimates of the lxkely losses

after additional aid is provided using the.: :Commission's Student

Charges_ Simulation Model. Since the income distribution’ and aid

. eligibility of students varies by credIt load, the percentage

enrollment losses are not 1dent1cal in atl credit load categories.

Proportionately more exXtreme part- t1me than full-time students

would leave if a student charge were 1mposed and aid prov1ded _As

a result, the current ADA to headcount ratio is not a rellable

basis for converting headcount loss estimates into ADA losses so

the model uses the actual headcount to ADA conversion factors for

each cred1t load category in maklng estimates of ADA .losses from

student charges. Table 2 follows that same procedure.
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