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The California Postsecondary Education Commission ‘was
> created by the Legislature and the Goverfior in 1974 as the
. " successor to the California Coopdinating Council for Higher
PR Education in order to coordindte and plan for education in
: _ California beyond high school.” As.a state agency, the 5 _ N

. . : Commission is responsible for assuring that the State’s .
resources for pestsecondary education are utilized effectively ) O
and efficiently; for promoting diversity, innovation, and '

respongiveness to the.needs of students and society; and fér . . . .

_advising the Legislature Bnd the Governor on statewide . SRR
‘educational policy and funding. _ ' ' e .7
. The €ommission consists of 15 members Nine represent the . o '
' general public, witk three euch appointed by the Spegher of the ) - e :
~ Assembly, the Senqte Rules Committee and the Giovernor. The :
"other six represent the major educational systems of the State.

S ~ The Commission holds regular public meetings throughnut the
' . ._year at which it takes action on staff studies and adopts | . -
v . positions on legislative proposals affecting postsecondary e :
' *education. Further infafmation about the Coramission, its =~ »
 meetings, its staff, and-its other publications may be obtained
- from. the Commission offices at 1020 Twelfth Street, I
Sacramento, California 9{5814; telepione (915) 445.7933. . ' :
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" This" papet»is the fourth\ln a series. of background ‘papers ‘for the Commlsqgon s
e Educatlon, 1985 - 2000 " The first.three papers in the seriés were devoted
+ " gocial and' econgmic trends that’ might affect postsecondary educat1on for the -

““will .determine thevsize .and compasition of studenEVbo s over the ‘hext.15

Topics dlscussed in the paper include.,*? _
\;6. . . i \._.. - N )
Forecaaﬁs from the other: background papirs regardlng the future env1ron- s
‘ment for. Ca11forn1a postsecondary”educ ion and estlmating their 1mpact -
"on future’ 1ns£1tut10na1 resources, R . v
s . N .

*

3. Thg total revenués "and expenditures for Callﬁornla s lnstltutions pf

- -although a longer view (¥ince: 1960) {s presented for a, few cafegories of
* ' data. From there, both short-ti

' - emanating “~from - ‘the, background ‘paper .on "Social and’ Economm% Trends' o

2 The relat1onsh1pxbetween tﬁe ﬁGross *State Product" and the avallabmllty

, figures are ‘availableé’ for both the nation and .Califor]ia in most -cases.
Data are also presented for chang es in the cgst of 1lifin usipng both the-

| CIyTRODUCTION. A e
long-range plannlng project, "A - Prospectus for. California ‘Postsecondary
to review1ng the h1story of long- nge planning since World War II, ‘eXxamining éta.

'fémplnder of' this century, and analyzing current Heyographlc trends. which,

.years.{ In‘this paper, California's. ability ta. - Suppa condary education.
kls explored in twq parts ~--.the first felat1ng to pri s of California's
probable economic. growth and.the amount of-that growth: llkely to be’ availabLe
to the State treasury, and. thé second desqriblng the ways postsecondary »
inst1tut1ons recelveJand ’pend their fundé ’ -

r :
L
~ LS

.fl .‘. v -6

of public finan01al reeources, (,.:;¢: v : S Ty S
AR - . N ) ." . ' \v. ’b. R
3. The State 8 capac1ty to support postseconda’; edycation under varying e
-assumptions with resyéct to the State's economic yth, publlc sector . - v
resources, and ostsecondary educatxou s prOJected.' Xxe of these re-'ﬂg”

-~

sources. - - “,. e . S -
b. A déscr1pn10n of how the currenﬁ‘finance system . for postSecondary educa- e ;

tlon works PP . - Y -
. . . - . ) . z- ) . . EU S N K
- N - AR - . MR . - .

postsecondary educatlon N o Semoon L oo

6. Trenﬂ and rat1o ana1y31s for hlgher education. e BRSO -}f“i--jg'
. -y (- . v . -’;\... .
Part One of the paper’ begmns with an hxstorical overview of the n 1onal d :
Californiac economies. "In most cases, -the baselln&,year chosen is 1970, '%

-and long-term projections are Joffered ﬁpr T
‘the -econditién of several in&ice,wa economi¢ productivity,. eipeC1elly-xhe _— &

Gross National Product, Pérsona]. Income, 'and ehploynej?i;:ince ‘comparable LY

_Consumer Price Index and the- Iﬂpllcmt {rzce Deflator for 'the Grossé National - fffﬁ':?
Product. The. projectlons.ané ‘based 6n- several -altetnative ‘assumptions * . ¢« -

1985 - 2000" as well as ftom regreSslon analyses that pgpvxde a basel;pe.; L
' AR / ,.,'_.». \
Once this economic overview is established Part pne turns’ to the revenue |
pictuﬁ@ for the State Gedetal Fund from whieh a large portion*of support for




N 4 :,;_ k RN '.;.l'f,,‘.,f(' ‘ ' .";' T , w !, !,j ) 't ¥ 7‘ '.‘ ! ,r A
ey ey 3 . " “oel < o
. o , e @
" ) H e ! v > 3 ’ '
B T L r,; 'i%,é‘ o ‘:v. ot 8 _'ff'-. Vo ! ,
"7 7 M piblic postsecotidary education is derived. The Geperal Fund, in turn, is .
Vo _ derived  principally . from three taxing sources -~ personal” income taxes, - °
L0 % " adles taxes, and bank and ‘corpovation taxes.:- and estimates for the growth )
N ", of these revenue ‘gources are ,also explored. Firally, Part One -contains a - \;
.. ."discussion of -a humber of factors which could significantly alter the baseline
»o v ‘rojectiops.~ L . o o T
. S S - S 0 . oty ’ Vo,

. Altﬁoufh cpmbréhensive, Part Two. of the paper pays. primary, though by no - V-
“means’ éxclusive, . attention to those¢ areas of postsecondary education where -
LI the State's ‘influenge is felt the most: public and independent colleges and
' L universities, “adult schools, and vocational education. Part Two is further
M. limited to institutional finance, with'a. focus on .the ways postsecondary. .

. 7.+, .  ocrgahizations receive and expend 'th®ir funds .
X M th. . : . , ." ’ toe u- . . o . ' . * . - R
o - Even.with-thesé limits; the ‘complexity of postsecondary finance - required -

 that Part Two.be divided into Wweveral chapters. The first, Chapter Three,
Tis) deﬁ%riptivef“;Ix.covefs the scope of the postsecondary enterprise and how . .
+ “'the'current finance system "works." It briefly reviews the size and‘®variety
‘ of 'pospseécondary educalioh in the United States as a b ckground - for ifs-
~ manifestation in California. “Chapter Four then presen ome concepts, yhich

>
‘l

.. " help explain®the. system of finance in general, ‘and, ways this system ..
..o ' adapts to qhangep~'Chaptets Five and Six then discuss ostsecondary finance’
@, . . in California .-~  the universe of institutions, sources§Rf supporfs, expenditures
"!”j. ' “of ‘public colleges  and universities,” and funding.of pdstsecondary education

- beyond colleges 4nd universitiés: Chapter Seven adds 4n analytical componedt.
rto this‘desctiptionggf_postsgcdndqry'finance'throughAttend_and ratio analysis
et . - Of statewide data on the support of curreat Operations. And Chapter Eight

+ 7 yiews the! future financing of higher education in light ef the previéus . .

. Ly, o o, : . & . . :

~ Through .all. these materials, the Comhission seeks to provide a resource for

<1+~ "those wishing to understand the financing of postsecondary imstitutipns and
LY  to meeg the challenges in the years .1985-2000. As with the companion papers
ot " in the "Prospectus" serieg, the Commission hopes that 'this paper\willqnot
: result. in a document ‘alome; bup- rather will provide the framework and data

t5. develop a capability for'maxjng-decisiona about the future.of postsecond-'
‘ary education in Chlifognidﬁ o L S n e g

. \ LI .
o . P ] L

- ¥
’

ry Ly

iy T
S b




. i ) . LI ’ K . : v Co )
. ECONOMIC GROWTH AND ‘THE STATE BUDGET = - L

- ' _PARTONE % - ‘ -

’ . . . . ..
° . . . S . ~ . . [ )

SRR : . M - - - .




_— UNITED STATES AND' CALI.FORNIA ECONOMIC CONDITIONS % s
Each year, the Office of thefLeglslatlve Analyst publishes an overview of -
‘the toming fiscal-year budget in which it .outlines and summarizes-varigus’

forecasts of economic performance over the succeeding 18-month peried. -The
y . most recent of these, The’ 1984-85 Budget: Pergpectives and Issues (1984),

-

" " offered a reasonable cautign to- angone attempting the kind of long-range a
- forecasts contained in this paper- s ' - ' _

Obviously, 1t is not. possible to pred1ct economic performance _ 2
'beyond the next 18 months with any ‘confidence. Indeed, no economist
can .say with any <ertainty at -all what.will happen. to such key .
: -economic variables as interest rates, 1nflatio y unemployment and
o corporate profits beyond the next several quarters (if that).
This 'is especially true, given that federal government officials.
-do ‘not, themselves, know ‘at this time what. futyre cqurses monetary
. and- fiscal pol1cies will take,. of what the e fects will -bg in
“coming. years of the federal .government's $200 b1lllon - $300
- b1ll1on annual budget def1cits (p. 17). '

‘.» ) -
Further along, the Analyst punctuated that assessment further S
:. B W;ll the Department of F1nance 8 economic forecast prove to be X/"

.accurate? No one can‘: say Given the veéry poor record économic
:forecasters ‘have compiled in .recent years, the Legislature can.

“have only limited confidence in the ability of the department or - .

. ‘any other forecaster'to. atcurately fore ee the future, even over a, R

. perlod as short as the next 12 to 18 months (p 57) : o '( '

AN S VR

Given these 'warnings, . prudence d1ctates the avoxdance of precise f recasts \fe;i’~

.over ‘a ‘period as long-as that covered by the’ Prospectus project, 18 years. '

Nevertheless, the history of economic growth.over the past doZen o¥ ‘80 years
cdn provide a .rough guLdellne for what the futu;e probabl& ‘holds. Tablé T

shows actual figures for the Gross National Product .(GN®Y, -in both curient

: and constant dollars since 1970 ‘along with personal income, employment and

.Consumer Price Index (CPI) Figure 1 dompares the GNP in current- and"
con tant dollars and the CPI with the .space between the first two representing
inflation o : “ A '

. . " .--e
9 K

In ecqnomic iorecasting, the terms "ahort range" and "long range" are f/lat1ve, .
the former usually referring to a period “of about’ six months, and the latter- ”
extending. th no more than a few years. In, this paper, the short-range §
forecast ‘extends to. 1985 and. "is based on the most 'recent report from the -

UCLA Business Forecasting Project. ' The long-range f orecfist extends to tlre

~ year 2000 and ig based on a number of assumptiona that detailed below




~ . " Gross Nationgl Product © .+ ., Consumer s
, ‘Year Turrent DolTars stant Dbl1qrs* Personal Ipcome” . Price Index.. .,

TN

: 'TABLE 1 Cross National Product_in Currentaandfcbnstantﬁbollars;

, ~ Personal Income in Current¥ollars, and the Consumer: .
a ‘. Price Index, 1970 to 1984, in Billions of Dollars

&

1. 1972 dollars.
2. ‘Current dollars. : o . :

3.. Indexed to 1967 as 100. Percentages ig parentheses indicate annual
.. increases. . S) e B '

4. Estimates are from the December 1984 UCLA Business Forécast. = - s

‘Source: ,C§ﬁnc%} of Economic Advisers, EconOﬁié Indicators,. various years.
e 14 - . . o \‘ ,- . . | . . ' .

. . . o . | . ,‘ B ] . . . * ' .

PROJECTIONS OF ECONOMIC GROWTH . S o

A dozen or more banks, corporatiOns; and research otga@izatioﬁs engage in

projections of economic growth, both nationally and in Caléfornia. Few of 1\

*  them attempt estimates beyond one year, and one of the best known of those -
- which do is the Graduate School of Management at the University of California

.at Los Angeles: Accarding to detdiled comparisoni published by the Legislative

Analyst, UCLA appears to be at least as accurate in its predictions as any.
. .ther forecaster, and it is for that reason that its projections through.
1986 are- offered here as ‘representing as.good a set of figures as currently
exist for both the national anijtatéfscenes. Among UCLA's more interesting
‘forecasts are that the Gross NaXional Product will increase in real terms by

. . s

6.5 percent in 1984 (the highest ope-year ‘real increase since 1951), that -

personal income will "increase by only a little less, that growth-in the
» e¢onomy will continue at least through 1986, although at slower rates of 3.5
and 4.2 percent in real GNP, that interest rates will remain relatively high
-but stable (from a prime rate average of 10.8 in 1983 to 12.0-in 1984, 10.6'
-in ‘1985, and 11.6 ir 1986), and that the federal deficit. will remairn stable

“at between $178.6 billion‘in 1983 and $182.5 Billlog in 1986. E TS

e , . 16 . »
. .- : . - 6 . v - .
. . L] - . .0 .
. R . . b e . » !
SR '

-, R

} . i . . ’ ., . . R
T N N B » . . . \ - . [ M A

“ . ..

¢

.*.. : .

1970 - - $ 982.4 - §1,075.3 ' 801.3 ©116.3 (--%) -
1971 - 1,063.4 "1,107.5 © 0 859.1 Y 121.3 (4.3)
1972 ° ° 1,185.9 ''1,185.9 | 942.5 125.3°(3.3) . °
L1973 . 1,326.4 C1,254.3 . 1,052.4 133.1 (6.2) -
- 1974 . 1,434.2 1,266.3 . . 1,168.6 . 147.7-(11.0)-.
1975 1,549.2 '1,231.6 ©1,265.0 1612 (9.1
1976 1,718.0- - 1,298.2 . v 1,392 .- 170.5.(5.8).
1977 .. 1,918.3 ©1,369.7 . 1,540.4  181.5 (6.5)
1978 . . 2,163.9 - .- 1,438.6 Coor 1,732,700 195.4 (7.7) 4
1979 . - “2,417.8 1,479.4 1,951.2 217.4 (11.3)
1980 - 2,631.7 - > 1,475.0 7 2,165.3 ' 246.8 (13.5)
<1981 ¢ - 2,957.8 ©1,512.2 2,429.5 " 272.4 (10.4),
1982 “3,069.3 - 1,480.0 . 02,5846, . 289.1 (6.1)
L1983 . 3,304.8 "1,534,7 < 2,744.2 -~ 298.4 (3.2)
T 1986 o | : * S o
= (est.) - 3,654.4 q 311.4 (4.4)

2N
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FIGUBE"1 - Gross National -Product in.Current and Constant Dollars,
v . .and .Vdlues fof the Consumér Przce. Index, 1970 Through .
. 1,984, Indexed| to 1970 St A A .
' . ' : .. . T -
= GNP CCURRENT BOLLARS) a3 - ' ‘
375, -~w CCONSTANT DORLARS) ~ , S S
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Source: Table 1. .

. . r} .

-.- . ' T ’ . (R P’ S

. The: estimates of real growtb in the GNP are not inconsistent with experxence"

over the past 25 years pith the current * exception of the 6.5 percent rate
for '1984. 'Table 2 shows the rAtes of real.growth since 1960 along with the’
rates of current dollar growth and ‘those fqr inflation (GNP .Deflator).
this table it will be noted that the mean annual, change in real GNP is 3.3
percent with a range between +2.13 in 1982'and the 6.5 anticipated for the
current year. ‘The range Withln one standard deéviation (a measure which

'1nc1udqs a majority of values) is 0. 75 tols .93, which includes about three-_;

'fourths of the annual changes. )

- In its' paper on’ "Social and Economic,Trends.ll985 - .2000," the Co

From .

x

1s‘ion

-

. discussed several other long-rangé forecasts, notiqg that the Gongr ssional'f*

. Budget Office projected dnnual real growth of 4.0 percent through 989 and
.that the Bureau of Lahor Statistics assumed a growth' rate ofy 3.
through 1995. 'Given UCLA's prediction that growth will moderate to 3.5

' percent’ in 1985 and 4.2 percent in 1986, ahd the fact . that GNP%rowth has
averaged 3.3 petcent between 196Q and: 1984, a' rate .of between 3.0 and 4.0
percent for the remainder of the ‘century ' seems .as reasonable as any. In

- percent

.Table 3, the effect of rates of 3.0, 3.5, and 4.0 percent are shown for real

_ growth, al,ong with tites of 7 0, 8. 0, and 9 0 for curtent-dollar growth

L4

AN

R
v




"«‘:'. .‘A ."T.. - A % . :
AU ' \ . [
.‘." ' ' ' .
) . ) NI
. . . ‘ .
' - These’ 1at.t;er figures 1nc1ude mflauonary mcreases )nd usume rates of

: between '4 nd 5 percent pet year over 'thejperiod.. The rea} rowth rates are
"’ 3 all based~die 1984 dollars. These dat;a are shown g;aphlcally Flgure 2.
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- TABLE 2 Annual Percentage Increases in the Gross NatbonaL
L Product in Both Current and Constant Dollars, Plus
Annual Changes in the Implicit Price Deflator for
gthe Grdss Natlonal Product, -1960 to 1984 aj
. B SRR . - ‘ ~ Inflation Rate
~ o Year C 6urrenthol1ar§ : Constant Dollars ' (GNP‘Deflator)
L 1960, - . - 4.0% ‘ 2.3% S 1.T%
S 1961 . 3.4 - " 2.5 0.9
1962 1.0 - 5.8 1.9
1963 " .. 5.5 - ‘ 4,0 1.5
- 1964 T 6.9 - %) 1.6
11965 8.2 - - . 59 . 2,2
1966 . 9.4 S 6.0 3.3
1967 - 5.8 ° .. 2.7 . 2.9
. 1968 oL 9.1 - 6.6 | 4.5 -,
B 1969 ., . 7.7 2.3 ‘ | ,5.2
| 1970 - . ' 5.0 5 - -0.3 5.
/ 1971 ~ < 8,3 \h-~\ 30 b7 - 5.1 !
| * 1972 4. 11.5 » R 5.7 i 4.1
. 1973 : . 11.9 " 5.8 5.8
1974 i ¢ 8.1 . -0.6 1 . 9.7
1975 . | - 8.0 -1.2 g 9.6
1976 : 1049 .. 5. R 5.2
977 LT : 5.5 5.8
_ ..1978 N 12.8 5.0 - 7.4 - i
1979 11.7 % 2.8 8.6
. ,1980 . - .. 7 8.9 o =0.3 9.2,
1981 S VN S, 2.5 , 9.6,
"1982 S 3.8 =211 o 6.0
1983 T i 3.7 o 3.8 .
1984 .. . 10.6 : ' 6-5 _‘ - ‘ 3.8 . '
. Mean 8.4% C3.3% 5.0%
. “’Standard—Deviation 2.8%. 2.5% 2.8% .
| . : ) o e -

Source: Office of Federal Statistical Policy and Standa ds, U.s. Depart’e nt. .
' of “Commerce, and the Council of Economic Advise 8, 1980, Economic o -

Ingg_catgrl, various years. A ' ‘ \ R ‘
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TABLE 3 Pro;ected Grqwth "in the Gross Natzonaz Product in' .
Both Current and Constant: pollars, 1984 to.. 2000, '
in Billions of Dollars S

1)

\'\

Current .

Constant

. Current Constan;, ' Current Constant'
_ Oo]]ari Dollars Db]]ars Dollars Do]lars "Dollars L
" Year ' 3 ox;ﬁ Q 0% 3.5 - ,9.0% ‘4, 0% ' ?i .
1984 s 3,680.8. §$3, 680.8 s 3,680, s ©'$3,680. 'S $ 3, 680. 8 " s3, 680. 8 - 4
" 1985 3,938.5 ° 3,791.2 3,975.3% . 3,809.6 '4,012%1-  3,828.0 . °-.
1986 a 214.1 ' 3,905.0 ':.293 3:. 3,943.0 ¢ 4, 373 2 . 3,98A;2 ;
1987 | 4,509.1 -  4,022.1 [ 4,636.7° -4,081,0 4,766.7 ~ 4,140.%
1988 4,824.8 4,142.8 5,007.7 " 4,223.8 - 5 195.7 4:30640'
1989 - 5,162,5 ' 4,267.1 5,408.3 4, 371.6 5,663:4 . 4,478.3 .
1990 .5,523.9 4,395, 1 |5,841 0. . 4,524.6 6,173.1 , 4,657.4
1991 -5,910.6  4,526.9 . 6,308.2 . 4,683.0° . 6,728.6 - 4,843.7 °
1992 6,324.3 4,662.7 ,6;&12;9 4,846.9 -+ '7,334.2 -5,037.4
- 1993 ., 6,767.0 » 4,802.6 7,357.9 . 5,016.6 - -~ 7,994.3. . 5,238.9 °
. 1994 . 7,2640.7  4,946.7 = 7,946.6 - 5,192.1 . 8;143.8*'" 5,448.5 :
1995 '° 7,747.5 [ 5,095.1 8,582.3. - 5,373.9 . 9,498.0. 5,666.4 &
1996 8,289.9 5,247.9 . '9,268.9 .5,561.9 -.10,352.9 '+ 5,893:1
1997 - 8,870.2 ~ 5,405.4 . 10,010.4  -5,756.6 .11,28$.6  6,128.8
1998~ 9,491.1 - 5,567.5 .:10,811.2°  5,958.1 12,300,2 ' 6,374.0
1999 10,153.4.  5;734.6 . 11,676.1 . - 6,166/6 13,407.2 =~ 6,628.9
"2000 10,866.3 = 5,906.6 ' 12,610.2 6,382|5 - 14,613.9 ' 6, 894.1'

.

1. Percentagea at the head of each column 1nd1c$te annual rates of chhnge

™. Source:

&IGURE 2 Alternative Grdwtb'PrOJeétzons for the

1984 and 1985
through 2000:.
tion. -

UCLA Graduate School of}
Ca‘xfornia Postsecondary

. -

)

~

Management 19843

"ss'Natronaz

' 1986

Educatlon Commission simula--'m

s
o

.e Product in Current and Constant Dollars, 1984 to 2000
1n B;Ilzons of Dollars .

1§, 000

T 148004 T DOLLARS ¢7.0%) o
14, 000 CURRENT SaLLARS c8.0) A4
] — cwmBNT DoLLARS ¢9.5%> R . A ”
.::::- """" CONSTANT DOLLARS C3,0%) ° " . '

+==> CONSTANT DOLLARS (3.61)

===+ CONSTANT DOLLARS C4.0%>°

L 11,000

12,800
(::,m 5,
11,500~

L .
I 10,800+,

9,600~

8, $00-

8,000

—. . i . . .
@B Irroo MO BXTO

" Source:

Sy

"Table Z.f-'_; ; '




~the Gross National Product,

' ECONOMIC GROWTH IN CALIFORNIA-

-

» -

-As might be'expectcd,'California’s ECOnomic forﬁunes.hqve'gpralleled-fhe

nation's. Although there is no official "Gross State Product” comparable to

purposes. Perhaps more comparable' are the figures for persomal ncome which

-+ are official at both the: national and State levels and which also provide an =

indication of California's relative shavre of the national economy..

" What clearly emerges from Table 4 is the fact that California is_increasing ;
_both its productivity and-its share of national -wealth. To"a degree, this |
is a function‘of population growth, as indicated in Table 5 which shows that

between 197} and 1984 California's share of the nation's population increased
from 9.82 percéiif;; 10.83 percent -- a shift of 1.01 percentage points.

Its productivity share increaséd from 10.4 percent in 1971 to 12.4 in
1981 -- a change\g

20 poi_ntlx_ox‘ about twice the increase in-population.

, 1%&5&13 economists have developed a measure which .
“is accepted by many and wh_ch¥§s presented in Table~4 for illustrative

_ ~ T

% q

' TABLE.4 Comparison Between the Gross. National Product and the

"Gross State Product” and Between National gnd Califﬁggja .

Personal Income Data, 1971 to 1984, - in BNlions

‘Current Dollars = : . .
N ' , _ Y . A - . .
" Gross: . Gross = GSP as a  National ° Galifornia - CPI as-a’
National State. - Percent - Personal Personal "« Percent '
- Year  “Product Product . of GNP ° - Income . Income - of NPI - .~
1971 $1,077.6° $112.4 . 10.4% = § 859.1 ©$91.0 . 10.6%
1972 1,185.9 ' - 123.0 - 10.4 _°  942.5, . '102.] 10.8 .
1973, 1,326.4- 140.3° . 10.6 .- . 1,052.4 \. 111.6 10.6
1974s . 1,434.2 154.1 ' 10.7 . 1,168.6 ©-126,1 .. . _10.8
1975 1,549.2 179.8, 1150 . "1,265.0 1.!. 138.7 . 11.0
C 1976 . '1,718.0 . 193.8 3.3 1,391.2- . - 153.9 11.1
1977 1,918.3 2187% /f{.k 1,540.4 172.4 . 11.2
1978 . 2,163.9 250.6 11.6 1,732.7 199.0 11,5 -
1979 2,417.8 284.1 11.8. ~1,951.2 > 5 L 1.7
1980 2,631.7. - 315.5  12.0 . 2,165 59.6 12.0
1981  :2,957.8 . . '354.3  12.0 = 2,42 1.9 12.0
" 1982 3,069.3 370.6 12,1 . 2, 0.7 . 12.0
- 1983 - 3,304.8 - 401.9 12.2 - 2,744.2" @ N331.8 12,1
1984 - 13,654.4 - 456.3 - '12.5 ~ - 3,008.9 ~ .'375.0. = 12.5.

Sou:ée: Colincil of Economic Adviséré; UCLA Graduate School of'ﬂanageﬁeht,*

* -’”L984;jind'Califotniq_S;nte,Depar;méht of Finance. ~ .. .-

¢ ' .o .
. S * D N

o
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.TAELE 5 Comparison Between the Total Populatzons of the Unzted

States and Calzfornza, July 1“ 1970, to July 1, 1985

\.0

United States i Annual. Ca11forn1a Annua1 . Californ1a
- . Population Percent * Population = "Percent =~ as a Percent
~Year ° in'M111ionsI Change  in Millions - Change of U.S.
S C B I - - L .
19700 T 203 984 == 7' 20,039 SEETI 9.82%
1971 . 206 827 CoLe o 20, 346' 1.5% - 9.84
197277 ¢ 209,284 1.2, 20,585 - 1.2 -9.84
1913 211,357 .'1.0. .. 20,868 1.4 - 9,87
1974 213,362 0.9 21173 1.5 9.92
1975 215,465 . ¢ 1.0 %f 21,537 1.7 10.00,
1976 - . . 217,563 . 1.0 .. 21,935, 1.8 10.08
- 1977 L 219,760 C 1.0 - 22,350 1.9 - « 10,17
1978 . 222:095 L. 22,839 2.2 - i0.28-. -
1979 ' '~224 567 1.1 23,255 . 1.8 $°10.36 7y
1980 . . -.227;236' - . 1.2 23,771 2.2 1046 b
1981 - - - 229,518 . 1.0 24,210 1.8 10.55.
1982 7 231,786 © - 1.0 26,7122 . 2.1 © 10.67
1983 . © T 233,981 0.9 . :25,152. 1.7 10.75
1984 - 236,108 .- " 0.9 25,576 1.7 . 10.83 -
1985 (est ) - 238,631 - 1.1 25,998 . 1.6 - -Tjoggg,/-
Average_' . i 05% 3 L ‘ 175% S __
- Source: Callfornla State Department of Finance ‘and United States Bureau of
the Census , : : - 7
S N * N

Between 1971 and 1984, .California's "Gross State Product" increased by an -
average of 11.4 percent per year, compared to an. average increase of 9.9 for-
the’ Gross National Product, both in current dollars. A gimilar result is 'y
revealed ‘for personal income, with.. figures of 11.5 and _ '1 for Californiay

..and the nation; respectively. In each case, the perce d1f£erentia1 ig: _
aboutols percent. Only about half or less of this difference can be accounted ;.f'-\

for by population growth ‘alone, -and it appears- that the gap-is widening
between the economie productivity of this State and that of the nation as a.

. whole., The reasons include California's extremely advantageous geographic

‘positionas the gateway to the Pacific-rim nations where trade:has been R

. B,system

increasing rapidly, the’ diversity of California's economy in fields ranging r
from agriculture .to heavy industry, its strong emphasis on the fastest .

. growing high-technology and service .industries, the economig difficulties.

experienced recently in the heavily industrialized states of the East and
northern H;dwest, and California 5 masaive and high quality ‘educationgl .
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* 1 ..l"‘
-For .the- foreseeable fhéhre, there are no indications that California's
natural and man-made adyantages. will decline in importance, even allowing
for the-increasing competition from the sunbelt states in the South .and .
“Southwest. Because of that fact, it is'possible to assume that Califoymia |
will probably enjoy a somewhat larger increase in its economic productivity.

than the rest of the United States ds a whole. for tHe néxt 15 years.. In the '

years between 1971 and 1984, in fact, "real" GNP increased by an average of

SN . .3.1 percent per year while California's "real" GSP went up an average of 3.4
L percent. While that differential may have. -been affected by the extremely
S ' adverse conditions in-the industrial East and Midwest, a continuing . differ~
" ential of ‘at least 0.3 percent, and even 0.5 percent because of California's
_increasing share of GNP, is prob:gly'not-unreasongple. ‘Given the previously

mentioned forecasts from the Congressional Budget: Office, the U.S. Bureau of .

. Labor Statistics, and UCLA's economists that national growth will average ' °

_between. 3 and 4 percent in real terms, a national growth rate throygh the . ‘

Y. year 2000 of 3,25 percent nationally ‘add. 3.75 percent in (California §ppears : .
as reasonable as any. o ST ST S

*~ » IMPACT OF INFLATION, FEDERAL DEFICITS, AND ENERGY PRICES ¢

o

) . . » M

. A major imponderable in this equation is surely inflation. .Several years’
- ago, when the Consumer Price Index was rising at annual double-digit rates,
‘thecries of alarm were loud and broadly based.. Many held tMe opinion that
. the rise in prices would eventually decline, but most ‘thought any rate under
5 percent per 'year was impossible. In spite of that, thé GNP deflator rose
only 3.8 percent in 1983, as Table 2 indicated;rand the CPI an even lower
' 3.2 percent (Table 1). In 1984, the increases were still very low at 3,7
percent .and 4.4 percent, respectively. 'Naturally, it .is impossible ‘to
_determine if such pleasant statistics can reasonably or logically be projected -
to the end of the century, especially given the enormous imponderables of
the. federal deficit and the international debt.situation. Either one could
+  produce great economit uncertainty,.and ever virtual chaos if one chooses a
© worst-case scenario. .Nevertheless, the United States appears to have entered
o an éra of relative ‘economic stability, and it may be possible for the federal-
' government to contribute to-that stability in the future through the use of . .
svarious fiscal and monetary adjustments such as the manipulation of spending,: Y
deficits, and interest rates. This is by no means assured, of course for W
inflation can also be influenced by such uncontrollable factors as weather, = - .
conditions, labor negotidtions, and public ‘attitudes and.perceptibns,'b:’; L
. the prospects . for stability and(a.anst&ihed level of moderate economi .
growt ppear bgttef now than\they‘paGe been-in the past 15 years.. -~ , . =~ - <

The Commission disciissed the problem of the federal deficit at: length in
: "Social and Economic Trends: 1985 = 2000," . and there is no need to reiterate .
a8 that discypsion here:. Suffice to say that there are..doubts that, in the .
- ‘near future, the deficit can be reduced substantially from jsscurrent level
* of about $200 billion per year. Evén the' UCLA economists, once optimistic - ,
- on ‘deficit reduction, appear to :jave changed their minds. "In September of -

o ' ;'.1986! they predicted a 1986 deficit of only $143.2 billion, but in December,
. ‘they saw a ‘rediction to only §181.2 billion by 1987. Even at that, however,
\¢  ~-with GNP 1nqreusing‘ltrcurrgnp-dol;at rates of 11.4 percent in 1984, 8.1

%




‘percent in 1985, and 8.2 percent in 1986, the deficit should becomé less of
a relative (drain.on investment income and on the federal budget ‘(moving from .
5.4 percent of GNP in 1983 .to amore manageable 3.9 percent ip 1987).. It .
should .also have the effect of reducing interest rates $lightly which will |
also:tend to stabilize the iptarnational debt situation since 'it will be
easier for. foreign nations to service their, loans if interest ‘rates are

. lo_we_r.e'd,... \ : s N : o : A |

The final potential economic crisis is the qne which created -the several

_crises of the 1970s, and that is energy in general, and oil in particular.
" But even there, ‘the indications are that, while 6il will cértainly increase'’
.in'price in mpst of the coming 15 years, there‘will be no:great shocks as

there were in 1974 and 1979. Reservés have Been .demonstrated to be ample,

- both ‘domegtically ‘and internationally, and the Organization. of Petréleum °

- Exporting Countries (OPEC) is clearly less able to influence the world price
of @il than'it once was. The current OPEG price of $29 per barrel‘has been
in .place for over. a’year, down from its high of $37 a barrel .in 1981.
- . Further, Amgfica'sy:eliance on oil -is less than it was, principally because
of major conservatiofr efgorts,'ﬁnd there. is. a continuing interest in the
deyelopment. of alternative sources. .Those alternatives .will probably not -
.contribute 'a great deal to the nation's.or. California's energy needs in the " -
cofing -decade ‘and a half, but even without them, it is not likely that

1

energy will again emerge as the economic ?pmon which plaQued,ecqumip growth '

“-'in the previous decade."
With all of those factors accounted for, th{s bacﬁground paper assumes an -
.« annual inflation rate of 5.0 percent between 1985 and 2000, and therefore, a
. . yearly current dollar growth -in the Gross State Product of 8.75 percent and -
in the Gross Natiomnal Product of 8.25 percent. Table 6 shows the effects'of
. those projections, which are displayed as well in Figure 3.
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TABLE 6 Projéctzons of the Gross Natzonal Pro uct and the Gross.
State Product for Californza, 1980 to‘ 000, 1n Billzons

: N : .'7 ' . . . . . _’a'
, 7 - . . : . . . v . L s
. v . - . b .

of Dollars .
v UnitedyStates . California | |
Gross National . Gross State ST
“  Product "~ Product- -~ California GSP as.
+ "TCurrent CAhstani *EUrrent 3 TConstanE - a’Percent of GNP’
. Year - Dollars -Dollars” Dollars Dollars (Con;tant Do1larg)
. 1980 $ 2,631.7 $3,176.3 ' $ 315 5 '$380 B . . $12.0% -
1981 2,957.8 - 3,256.3. ° -354.3, = 390.1 ; 12.0 .
1982 - 3,069, } 3,187.1 _'370.6 : 384 8 E 12.1
.. 1983. . 3;304;81 ©3,304.8 - 400.6, 400.6 S 12.1- d
© 1984, - 73,680.8,  3,412.2, .. - 457.7, ,415.66-f';, .o 12.20 '
© 1985 3,984.57 -~ 3,523.1° = " 497.7 431. ’] T 12.2
- 1986 4,313.2. . 3,637.6 541.3" 447 : 12.3 .
© 1987 - 4,669.0 . 3,755.8 - 588.7 464.2° b
1988 . 5,0%4.2. . 3,877.9 640.2 . 481.6 ~ @.z& N
1989 5,471.2°  :4,003.9 696.2 499.6 -+ 12.5
1990 - . 5,922:6 4,134.0 - 757.1 518.4- 12.5
1991 ©  -.76,411.2  ‘4,268.4 - 823.4° . 537,8  ~_ _ 12.6 R
1992 - 6,940.1 . 4,407.1 = . 895.4  .558.0. T 12.7 E
.+ 1993 - 7,512.7 4,550.4 973.7 * 578.9 1227 -
1994 °  8,132.4-  4,698.2  1,058.9  600.6 . 12.8 .
1995 - . 8,803.4  -4,850.9 . 1,151.6 -  623.1 . 12.8
1996 = | 9,529.7 5,008.6 1,252.4 646.5 12.9
"+ 1997 ) 10,315.8 - 5,171.4 '1 ,362.0 670.7 13.0 o
1998 11,166.9 - '5,339.4 1.481.1 695.9 13.0 |
1999 - 12,088.2 °.5,513.0° .-1,610.7 " 722.0 13.1 -:g.
2000 13,085.5 °5,692.1 ' 1,751.7°, . 743.0 13.2 o
Average - S e : " :
Annual - , » e e ]
Increase - 8.35% . .3.73%. - .8.95% . 4.15% ' C
l,w,UCLA pro;ection ™ ,
2. 1983 dollars as adjusted for the GNP deflator : .
3. 'Assumes a growth rate of 8.25 percent, 1985 - 2000. ° vo-
4. Assumes a growth rate of 3.25 percent; 1985 - 2000. .
5. Assumes a growth rate of 8.75 percent, 1985 - 2000¢
6. Assumes a growth fa;e of 3. 75_percent, 1985, -‘2000

T ' ~Hanagement 1984a.
1984-1985:. UCLA Graduate School of Management, 1984a and 1984b.

~ Source: 1980~1983{ Counc11 of Econ0m1c Adyxsers, and UCLA Graduate Sghool of o

- 1982-2000: California Postsecondary Education Commission simulations.
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S 'CALI/FORNI_A;'S STATE’ 'BUDGET R v
Coon e N S : S : . . Semo 4
. - \ : Tt )

- To a degree, California s State Budget is-a function of statewide and nat1onal ,
economic conditlons, but only to a degxee, as its relationsh1p to such major‘ :
indicators as’ the Gross State Product or personal incgme is’ less than perféct.
Over the past ‘15 years, the ‘budget. has been affected by a host of factors . -

» such as multiple annual. ch*uges in tax legxslation, statewide ballot initja-
tives such as. Proposition: 7 whlcyﬂlully indexed personal income’ takes, and:

- by pockets of prosperity or recession in specifi¢ industries such as ‘automo-
biles. “Table 7 on page. 18 shows, jn terms of percentage changes compatisons IR
between the major components of the General Fund (personal incémie, sales, . -
and bank and corporation taxes comprise about 94" percent of the .total), the -

. Grass State Product as ‘computed by -UCLA's. economists, "and persofial income,as . °

. reported. by the’ Department of Finance for the years between I971-b—2 -and ;

1984-85 . C N _ RIS
From Table 7, it does uot appear that tax revenues parallel economic conditionsf o
with any consigtency In fact, plotting correlation . -Goeffecients between

the individual ‘tax. sources and- the primary economic 1nd1cators reveals a L
relatlonship between them that' is less direct than might be expected,’ espe= . °

cially for income taxes. At the sanie time, the relationship between Gross:,f"
State Product and pefsonal 1ncome is qu1te close at 0.87: i s
: hy

-

N
e

et o

—_——— PR R s St

~ Items - Corre]ated 'i o . Correlat1on Coeff1c;ent

-Gross State Product to: . S wf'
_$tate Personal’ Income- o . 0.87
‘ . State Income Taxes - , o - =0.23
: , State Sales Taxes . S T 0050 0
‘ > Bank and Corporation Taies o - 0.58 . 2
Total General Fund Revenue, - - . o 0,29 o

s - . . .
¥ . ' e R . . i ) v ~ - AP

y . : .
SLate Personal Income to::

State Income Taxes '*_ \ .. .=0,05 , L0 e
- State Sales Taxes - ' Lo T 0,43 T T
Bank and Corporatiori:Taxes . . . . : *h_ Q.72 = ‘

Total General Fund Revenue" - ‘fb L 0 36 ;.,f;,“,=”' .

. . ._.. 'R"«&“ i
y - ”“

These‘numbers indicate .that there is a general relatlonship between econOmic

_upé and downs "and the amonnt of money received by the State treasury. ',
Corrclatxon coefficients can- range from values~of -1.0 to +1.0, - the’firs;
1nd1catlng that when a cqrtain thing occurs, another thing always fails to. .

occur, and the second show;ng that when one event occurs, the related: event

also occury- every time..” As the numbers descend from +1.0 toward 0.0, ,th
relationship be#omes less perfect until,.at 0.0, ‘absolute mandomness oc ,

. In.the correlation coefficientﬁ listed above it seems surprising that- there"ivf -
is seeminéfy n:?:elationship bétwgen personal -income and Stdte income taxep
1

- that personal fncome correlates modestly with salés taxes, and that it' = R
- _-correlatea faitly strongly with bank and. corporation taxes. With perf onal SO
income ‘thé relation:uip becomes closer where "taxable" personal income ) :

O . . :, -
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TABLE 7 Annua Perceptaqe Chanqes in the Gross State Product, ‘/"f"
' Califdrnia Personal Income, and Major State Ta# Sources,
1971—72 to 1984-85, in 0urrent and COnstanw Doliars .

Cia .e N A ’
S L - L LT . Bank ahd JTotal
. Gross . Califbﬁ 1& . Income .- Sales « Corpora- - General .
S Statel ' Personal | - Tax. .Tax . . tion. Tax Fund .
Year - Product .__Income - Revenue Revepue  Revenue Revenue J
' ‘ T S w L : st '
.'-cunapuw DOLLARS O A L .
| ;»"‘1971;2' .18y 8.1% T41.2% 7 11.5% .. 12.5% 19.0%
1972573 - 9.4 .- 8.3 - .- 5.6 9.1 .. 30.7  10.8 -
o 1973-T74 141 11,9 - 2.8 21.7  22:1 1648
©..1974-75. 9.8 10,6 - ' 40.9 25.9 . "18.6 - 23.7
- 1975-76 - ., :10.8, -~ 10.8 19.7 - A0.4. 2% 1.7
1976-77 ¢ - 13.5 11.3 - 217 15.1 - 27.6 18.1
.1977-78 © - 12.9 14.6°°. . 24.¥ 17.5 26,9 [ 20.3°
o 1978-3% ;14,5 s - T 2.0 0 149 146 - Y1 Y
1979-80, - ' 13.4 - 1.1, . 36,6 12.8 3.6 T 18.2-
-1980-81 ° 11.1° 3.1 ° 1.9 7.4, 107 S5,
©1981-82° - 12,3 - " 10.6 13,0 7.8 - 3.0: 10,20 -
.1982-83 ' 4,6 4.9 ~2.9 1.3 - 4.3 1.3
1983-842 S 8.1; 9.4 19.3. 13.6 26.2 - 11.6
1984-857  14.3 « - 11.1 7.9 10.6 25.0 - 8.3
© “1972 CONSTANT DOLLARs3 | . L |
©1971-72 - - = 108%. - 1.1% 36 .9% 8.1%  20.7% .0 15.4%"
1972-73 5.9 " 8.5 1.1 4.5 25.3 ' 6.1
C 1973-74 7.8 7 3.4 < ..=10.2 12.4. 12,7 7.8
1915 -0.3 2.% 26.4- . 212.9. . 6.3 10.9
.:1975-u5'_; 0.6 - =04 4 14 27, - bS5 3.9
- 1976-77 7 6.9 4.4 - 16,2 1 8.0 19.7 10.8
<. 197778 .- 5.4 - 4.6 15.7 9.6.  18.3 . 1202
Y. 1978-79  ~ " 6.0 . 6,8 "-6.2 5.6, -.5.1- " 2.1
1979-80© .. .2.3 , - .3.6° 186 .--2.1° '-10.1 2.6
;- 1980-81 - -3.9 - 1.7 . = 8.5 - 3.5 0.5 - 5.0
© . 1981~ 82' 0.9 1.1 ~2.0  '= 2.8 .. =12.5. - 0.6
"1982- 83 -4.5. 0.3 1.1 -09% . ~-6.0 - - 0.5
1983- 842 6.5, 5.1. . : 14,9 9.4 21.5. 13
©11984-85 9.1 8.1 3;3 58 | 19.6 3.6
1. Computed for calendar 9earg (1971 .72 = 1971 etc ) IR g
¢+ 2. Estimate based on udta projections: oL ' ' :
Lé. 'g. .Computed by using the fiscel year Caleornia Goneumer Price Index R

CtA » . .

_ ﬁource‘ California State Department o£ Efnzrce, and UCLA Graduate School of Lot

Management, 1984b

. . . . ' L
el oL - : ) My .
. ' ‘ o o . . i 27 ) 4 v
o v . - o v w \ ﬂ' o .
’ [ o ’ ' . - . . . ] ! '}
- K . o B , , ) Yoo A N
] 'u " \ v ] . to L}
Y - y L T .
Y ! ‘. ’ ’? ‘ L .- l ’ !.‘ "l. “' . ‘ ‘ "
R R ’
‘ b4 ’ , . o ! ! ]
N a ef 't B U : v
N - , o .
T L RO o




y o Tt

ueed rather than’ unadjupted or gross personal incdme.
tion, however, charting the’ futire state of the Gen
growth regains difficult.

Even with that correc-'
Fund based on economic

To see.that more clearly, Figure 4 shows annual

percentage changes in the Gross State Product,. personal. ificome, and the

General Fund.
vthan exact.
]

‘As _indicatéd earlier, the relationshxp is positive but less

+

_Apotherlway of lopking at State- revenues is to develop c0mpound rates of

change ‘over a multi-year. period

‘‘These rates are shown in Table 8.
- .table. shows .that General Fund revenues have . tended
. --either the Gross State Product or personal income, although there have been -
-.a number of years when the opponit!’was true, including the .years of the two
- most recemt recessions (197879 and 1980~ 81 to 1982-83).

This,
to rise faster than

In part, however,

these declines in State revenues were caused by the effects of numerous
changes in the tax code, income tax 1ndex1ng - partially implemented by the

U

> ’ ) Y

LN

SRS . Y

| ﬁ R : I ' S
" .Compound Rates of Change for the Gross State Product,

Jtate Personal Income, and Various State Revedue :
Sources in Both Current and Constaﬂt 1972 Dollars,
1971~ 72 to 1984 85 . N .

°

_‘tem ' '~. L
u .'t ' . yv o

. Gross State Product -

, AnnuaT'Raté of-Cﬁange

<

" 10.69%

" Current Dollars _ .
" Constant Dollars . R CL 3.04
State Personal Income“ . '
Current. Dollars " 10.85% : -
Constant Dollars _ - 3.18 o,
" State Income Tax Revenue b a ) ’ -
Current Dollars * - . . ' 15.86%
Constgnt Dollars ) S ~7.84
.. State Sales Tax Revgnue . T .
" Curreht. Dollars’ B Coe b . " 12.67% . - -
3 Constann Dollars ' ‘ ' - 4.87
. Bank and Corporation Tax Revenue . o '
" . Current Dollars - . , SR S 15.50%
Conetant Dollars VLT .t v 7.51 ;
, -Total ‘General Fund Revenue , ,‘ . "'; e
w, - Current Dollars.: R +13.18% .
: * 5¢35. '

- Constant” Dollara. a ':' ' C h

o

(]

. Source:’ Cllfiornia State Department of Finance and ‘UCLA Graduate -

school of Hanlgeuent, 1984b
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Legislature in 1979, and then fully under Proposition 7 in 1982 -- and by ‘.

. . the recessions themselves. To make this -point further, it should be noted .

Lo that State income tax revenues: ingreased at an annual rate of 20.5 percent. -

: ' “between 1970-71 -and' 1977-78 ‘in current dollars but by only 11.4 percent

since, including the major expansionary estimate for 1984-85. By contrast,’
sales tax revenues, .where the 6.0 ‘pércent rate has not changed since _the .
late 1960s, yose by an average-of-15:7-percent-for-the-first. _period and 9 7
percent for the second a much. smaller difference than for ‘income taxes. ‘

In considering ptojections to the year 2000, it must be stressed that any
forecast will be inaccurate to some degree.- Inlpart, this is ,due to ‘the.
~fact that future adjustments Lo the tax laws (such as Proposition 7) cannot
be predicted, ‘but* ‘also because®of the volatility of the revenue systems
themselves.- Even using constant dollars,. which factor out inflation and,
- therefore, tend to be a more stable measure of econdhic or revenue‘growth _
the annual changes .in General Fund revenues since 1971-72 ‘have varied from-a |,
, decline of -5.0 percent to an increase of 15.4 ‘percent. Current dollar °
totals have varied from a low of 1.3 percent to a high of 23.7. Aocordxngl&,
‘predicting exactly what will happen in any given year is simply 1mp0831b1e.'
: What can be attempted however, is a long-range forecast h#sed on current ’
: 'knowledge of the tax structure and the previously noted estim tes for economic
growth. These include the fact ‘that California's tax system is still basic-
 ally progressive in nature and tends to increase révenues at a rate faster

o " than the economy grows as noted in Table 8. . s
. . L 4. -

t

State Income Tax: H1stor1ca11y, the most progressive tax has been that
levied on personal income, but with indexing, the growth in that tax must
now be adjusted downward to about the same increase anticipated to occur -
_ With personal income, rather than a percentage figure: substantially above 1t
.as has been true for the years since 1971-72. It has “already been noted .
».ut. that’ ipcome tax revenues increased at an average. annual rate of 11.4 percent ﬁ
"', between 1978-79 and 1984-85. State personal income increased by. 11.8 percent
~ for those same years, and by 10.85 pércent since 1971-72. The Gross State
Product has increased only. slightly less since 1971-72 at 10.7 percent per .
year in.c g{int dollars o . In constant dollars, the figures are: State
income faxes}~3.2 percent; personal income, 3.3 percent; and Gross Staté
Product, 2.7 percent The latter two figures are :somewhat more divergent
than normal (GSP.and personal income differed only by 0.16 percentage points
between 1971-72" and 1984~85 rather than thz 0.60 shown here) but from all
the data, several conclusioqa can be reached:

{

v

.1. California's Gross' State Product tends to rise faster than the Gross
_ ' .National Product by a factor of about half ‘a percent per year., . o
N : v .. .
T2 California pensonal income tends to rise at,a very slightly faster rate .
than the Gross State . Product by about one- or two-tenths of a percent -
J:per yeat. .. . g . S :
P S . , : ]

3. In‘the futhre, due principally to the ‘influence -of 1ndexiﬂg, State
income tax revenues will probably rise at about the same rate as personal.:. -
income, ‘about 3.5 to 4.0 percent in real terms, althbugh there will be

'ewidaeiluotuationsnhm4ﬂuﬂ\anualmincraasaav~w~wwx R .




® percent, again in 1974-75. Most of: their fluctuations, as with income tax|. .

" time. schedules for collection to the point where taxes collected in one year
were deposited in the treasury in a different year. B " ’

iSilbs tax‘fevenués:algp tend to fluctﬁatefwidqu bécauseAthey atblheaVily
dependent on the sales of expensive comsumer durables such as automobiles
and appliances. During the severe xecession of the early §980s, sales tax

- revenue producers much closer together. For the purposes of this forecast, .

v3.75 to 4.25 percent per year, compared to the historical rate of 4.9 percent
- since 1971-72. R ' S

- ically during the recent recovery <= 2 ,2!g5xcent in current dollars during
t

\for 1984-85. In constant dollars, the figures'are 21.5 and 19.6 percent,
- Product ‘o personal income. In the future, there is no reason to suspect

:EVidence for that caution comes from the fact that.bank and corporati n tax
_in the depths of the recession, to a rise of 25.3 percent in 1972-73, both

| and hence pay no taxes'at all. When théxjtonomy comes back strongly, profits

L : N col e
State Sales Tax: Sales tax revenues have also tended to rise more quickly"

(4

than the economy as & whole. Between' 1971-72 and the forecasted 1984-85 S
fiscal years, sales .tax revenues increased at an apnual rate of 12.7 percent- - ..
in current dollars -and 4.9 percent in 1972 constant dollars.’ As with the ¥ .. ' .
other revenue sources,.sales tax revenues werelqlaO'wolqtile,'ringin from a a
low, 1.3 percent indrease in 1982-83 to a high of 25.9 percent in 1974-75, a .

year in which the California Consumer Price Index“tgdreased by 11.5 pércent.

In constant or "real dollars, increases and decreases in Sales Tax revenues »

have ranged from a. decline of ~3.5 percent in 1980-81 to.a rise of 12.9'

revenués, was caused byytax legislation, xpecially laws which altered the\ . ;

revenues actually declinéd in real terms for four consecutive years thch?,
1979-80 .and 1982~83. In the coming decade and a half, the productivity o

the salés tax will depend largely on the continuing production and sale of
tangible items, and most forecasts indicate thatlthat production will continue

and indeed, increase. ' Accordingly, while annual’ increases. in sales tax
revenues have averaged about 3.0 percent.lesg than those derived from the
income tax, it seems plausible that indexing of ‘the latter will move the two. -,

they are assumed to rise slightly fastér than income tax revenues, about

) .NA .

Bank and Corporation Tax: Bank and co oratiod taxes have increased dramat=~

ed by the Department.of Finance- #

1983~84 and another 25.0 percent, as proj

respectively. Since 1971-72, bank and corporation tax revenues Have increased - . o
at an annual rate of 15.5 percent in current dollars and 7.5 percent in ..o
constant dollars =--'about the -same as the State income tax and about &%

percentage points higher than the real increase 'in either-the Gross State

but the staggering increases in the previous and current fiscal years do'

that that rate ?:11_decline'significantly from its recent historical level,
seem impossible to sustkin for long. . =~

revenues are ‘just as unpredictable as those for income and -salés t§xes.
Since 197172, the range has. been greater, in real terms, for this tax
source than for any other, moving from a decline of 12.5 percent in 1981-82
in constant dollars. This should nbtdbq'tpg surprising, however, since
-corporate profits are always the difference between receipts and costs. In

recessiondry times, many normally prosperous companies will suffer losses

can iricrease very rapidly. Thus, the volakility of bank and-corporation tax
--231 R
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A ureceipts is only a £unction of the volatalxty of corporate profita from year .
o ‘to year. If the two most recent bulges in the bank and corporation tyx
revenue plcture are omitted, the historical rate is reduced from 15.5 pe;%;nt
" to 13.9 in current dollars and from 7.5 percent to 5.5 percent in 19
constant dollars. |Because of that, a more conservative long-range estimate
~of between 5. 25xand 5.75 percent has been chosen for the projection.

'y . - ! ; ! - -
. . . . .

PR It was indicated earlier that the three maJor tax sources (income, sales,
" v 7 " and bank and corporation taxes) consti ted about 90 percent of the General
\ Fund. As of the 1983-84 fiscal year, these revenue sources represented 88.9
- .—percent of the totsl, and they are prOJected to represent 91.7 percent in
N 1984-85 by the Department of Finance. : Still, .as recently as 1970-71, they
1 amounted to 79.5 percent, and the percefitage has been increasing steadily
.~ for the past 15 years Table 9 shows these changes SR

: Tablaa 10 and 11 on pages 24 and 25 show prOJectxons of the condition of tha
General Fund through the year 2000 - The assumptions underlying those projec-
tions.include the following: L ' S :

1." The Gross National Product will rise at an average annual rate of 8. 25
- pencent in ¢ ent dollars unadfusted for . 1nf1at10n and 3 25 percent in
e constant doll o .

TABLE 9 »COmpafisdn,Among'the Several Revenue Sources for thei,
; ~~ General Fund, 1970-71 to 1984-85, in Millions of Dollars

¢

8.3 25,668.0 .-

¢ . . Total Revenue : , S, : ’
o from Income, Sales, - ‘Revenue from L ,
AU - and Bank and Miscellaneous ‘. Total General
Year Corporation Taxes 'Percent Sources - Percent Fund Revenue
1970-71 . $ 3, 604. 5 79.5% $§ 929.0 = 20. 5% $ 4,533. 5
1971-72 h,464.1 - - 82.7 930.7 17.3+- .. 5,394.8
1972-73° - 4, 19487 - .82.8 . -71,027.6 17:2 5,976.3
C1973-74 . 5,564.9 1 79.8 - 1,412.6 202 6.977.5
1974=75 ' 7.204.0 83,5 . 1,425.5 16.5 ' '8,629.6
1975-76 - *© . 8 094 8 - °84,0. . - 1,544.2 " 16.0 .- :9,639.0°
1976-77 ° - . . 9,683. 7. 85.1" ~ 4 1,696.9 . 14,9 . 11,380.6.
1977-78. 11,780.5 ° . .86.0 - 1,914.5 ° 14.0° 13,695.0
1978-79- © . -12,922.0" - = 84.9 2,295.5  15.1  15.218.5
: . 1979-80 . 15,494.0 .. 86.2 2,490.6 13.8 -~ 17,984.6
. . - 1980-81 . 16,365.1 - 86.0 . 2,658.0  14.0  19,023.1
.. 1981-82  |17,690.4 - B4.4 - 3,269.9 15.6 ¢ 20,960.3 g
. "_1982-83l ' l7,89l.§ © 84.3 . 3,341.4 15.7 - 21,233.2  *
e r1983'842 ' 21,080.0 o 89.0 - .2,620.0, 11.0 . - 23, 700; 0
o 1984-85 . 23,530.0 [ 91.7 2,138.0

- 1. Estimated.
2. Projectad CRE f .

Source: Gova:nor » Bqd;eta and Califotnia State Depattment of Finance '  S
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2. The Gross ‘State Product will rise at an average annualorate of 8.75 R
percent in current dollars ald 3 75 percent in conatanq dollars S

_ - 3.;.State personal income will rise at an average ‘annual rate of 8 9.percent

Cee in current dollata ‘and 3.9 percent in constant dollars 3 -

4. The Cplifornia Consumer ’rice Index will rise at’ an average annual rate
‘of 5. percent. ' A o \~ ¢

5. 'Personal intome taX revenues will increase annually at a current:® dollar'
' rate of 8.75 percent and a constant dollat rate of 3.75 percent.

-

\ : ) .”'. '. "‘ . .
' TABLE 10 _Current Dollar ProJectzons of Various Tax Revenués o
.., Plus Total General Fund Revenue, - 19§€-85 to 2000~01, PR
. 1n lelzons of Dollars. e v

: : T Lol .. Bank ahd Y . Total. .~ L
- - .Income Tax, - Sales Tax  Corporation - Miscel- General = g
Revenye . Revenue - Tax Revenue laneoui Fund . .

' Revenue

. Yeer '(8 75%/Year) (9 00%/Year) (10 50%/Year) Revenue

‘ o ~f'1984-85§ . $10,485.0 /4 9,705. 0 $ 5\525 0 $2, 361, 9 s 26 076.9 o
© 0 7 1985-865 0 11,165.0 ,» 10,618.0 - 3,950.0 2,189.2 . 27,922.2
1986-87 12,400.2 ° - ‘11,530.5 4,304.1 '2,622.9 30,857.7~_ .
©. 1987-88  13,485.2 - 12,568.3 -~ 4,756.0 - .2,770.3 . 33,579.8 ;;
.1988-89 . 14,665.1 . 13,699 4  5,255.4 2,923.5 36,543.4 .
- 1989-90 15,948.3 14,932.3 . 5,807.2 3,082.2 . 39,770.0
1990-91 17,343.8 . 116,276.3 6,417.0 3,246.3  43,283.4
1991-92 .  18,861.4 '17,741.1 ©7,090.8 '3”415 4  47;108.7
1992;93  © -20,511.7 - . 19, '337.8 7,835.3 3,589.2 151,274.0
1993-94 22,306.5 : 21,078.2 8,658.0 . . .3,767.2 ¥'55,809.9 : “
11994-95 - '24,258,3 22,975.3 . 9,567.1 _,~3,968.7 60,7494 it
1995-96 =, 26,380.9 25,043.0 . 10,571.7 - 4,133.0  66,128.6 -’ :
. 1996-97. . 28, 7689.3 27,2968 11,681.7  4,319.2 -71,987.1 .. °
1997-98. 31,199.6 .' .. 29,753.6 .  "12,908.3 . -4,506.1 18,367.6"
1998-99 '33,929.6 32,431.5 ., 14,263.7 -~ 4,692.4  85,317.2.
1999-00 , .36,898.4 - 35,350.3. #15,761.3 4,876 5  92,886.5°
2000-01 ao,12, 07 ,38‘531 8  .17,416.3 5,056.6 101,131.7
Annual -~ -~ . : ' SR S S ”f_-. N
Percent - = o ‘ . oL _ ‘
Change . - 8.75% . o 9 oox : 10 50% - 4.87% 8. 84% L

y 1. Miscellaneoul taxes tend to be more ‘stable over time, and hence grow
' " less rapidly. Acco-dingly, this tate;ory is estimated at- 9.1 percent
- of General Fund revenue in 1984-85, 7.8 percent in 198586 (Departmént
- of Finance estimates), then at 8. $ percept in 1986-87 and declining as
fz share of,General Fund revenue by 0.25 percent per year therg;fter
‘California State Department of Finance estimates. : .
.. .Anndal -percentage 'increases (e, .., 8.75 percent. for Income Tax Revenue) ‘“ .
employ the 1984~85 fiacal year as a base. _—

W
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6. ',‘-"Sales tax revenu‘ wﬂl increase annually at a 'current dollar rate of
0

w N

9.0 percent and a nstant dollar rate of 4.0 percent.

7. Bank and corporation tax revenues w111 1ncrease annuaIly at a: 5 55 . &ﬁ::

+ ~percent constant dollar rate and a 10 5 percent current dollar rate.

l}he,three maJor revenue sources (1ncome, sales and bank and corporation
taxes). will cqnstxtute 89.0 percent of total General Fund revenues'
through 2000. _'@ S K

c .
N ". - c . .

TABLE 11 Constant Dollar PrOJections (1984-85 Dollars) of Varlous :
Tax Revenues Plus Total General Fund Revenue, 1984-85 K

'...‘-. .. to. 20a0-01 1n lelzons of Dollars _
: : : Bank and _ Total
Incqme Tax_ - Sales Tax  Corporation Miscel- General
Lo Revenue .  Revenue Tax Revenue laneous1 * Fund. ,
Year (3 75%/Year) (4;0%/Year) *§5.5%/Year)-- Revenue” —:Revenue--— -
853 ©§10,485.0 ©  §9,705.0 . $ 3,525.0 s 2 361.9 $26,076.9
19 -867  '10,878.2 10,093.2 .  3,718.9 2,367.6 .27,057.9

* 1986-87 ©  11,286.1 10,496.9" '3,923.4 2,388.0 ' 28,094.4

- 1987-88 11,709.3° 10,916.8 4,139.2 _2;606.7 29,172.0 .
1988-89 12,148.4  11,353.5  4,366.9 . . .2,423.4 30,292.2

' 1989~90 12,604.0. - . 11,807.6 - 4,607.0 . 2,437.9 31,456.5"

" 1990-91 - 13,076.7 - 12 279 9. 4,860.4 2,450.0 -32,667.0- .

. 199192 - .13,567.0 .12,771.1 - 5,127.7 ° 2,459.6 . 33,925.4
1992-93 . 14,075.8 - 13,282.0 - 5,409.8 2,466.4 - 35,234.0
1993-94 14,603.6 13,813.2 -°  '5,707.3 = 2,568.5 36,692.6
1994-95 - 15,151.3° . 14,365.8° - 6,021.2 - 2,572.5 38,110.8
1995-96 '~ 15,719.5 * - 14,940.4  6,352.4 2,573.0 - 39,585.3 -
.1996-97 16, 308 9  15,538.0 6,701.8 ° 2,569.9  41,118.6
1997-98  -°16,920.5 - ' 16,159.5 - .7,070.4 2,562.8 - 42,713.2 -
1998-99 17,555ﬂ0 16,805.9 7,459.2 + 2,551.4 44,371.5 *.
1999-0Q .. 18,213.4 - 17,478.2 © 7,869.5 2,535.3  46,096.4
.2000-01 - 18,896.4° - * | 18,177.3 8,302.3 2,514.2 47,890.2

’ An ll\al' . R . . .... . . . . - |' ’ '
Peftent S .o . S T
Change ‘ 3. 75% ©-4.00% - 5. 50% v 0.39% . 3.87%.

1. Miacellane’hs taxes tend to be more sxdz;e over time, and hence grow -
,less rapidly. *Accordingly, this categ is estijated at 9.1 percent

. "of General Fund revenue in 1984-85 (Department of ¥inance estxmate),

and then at 8.75 percent in 1985-86 and declining at 0.25 percent per.
, year thereafter. Actuil revenue: from this source actually geclines in
constant dollars béginning in 1996*9] due.to the increasing share of the
General Fund occupied by the three major tax sources.
California State Department of Finance estimates. '
. . Annual pe&qe increases (e.g., 3.75 percent for Income Tax Revenue)

. - employ th& 6-85 fiscal year as a blae "
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It' is obvioussthat any long-range projections such as those' contained in -
~ Tables 10 and 11 (shoyn graphically for current dollars -in Figuré 5) are,
_and can only be, indicators of trends based primarily on prior experience.
. Given the vagaries of both economic realities and tax reveriues, the-actual:

o

- “",'-figures could turn out to be far different .from those projected. - As shown,

- in Tables 10 and 11 and Figure 5, the forecasts fit nicely into smooth
‘curves, but if'is'clearwfromfﬁistqry that no such regularity will. actually
occur. Throughout this century, and in the previous one, .both the United.

, States and California have been subjected to numerous shocks, and it seems
virtually certain that the next 15 years will provide their fair share of

" recessions brought on by either natural disasters such as earthquakes or

. | major westher chengés, national crises, or internatiopal disorder. - Major

. changes in the federal deficit and interest rates, or statutory changes by
either -the federal or State governments could have a major effect on ‘the

projections <¢ontained in this chapter, and a number of changes to the ‘federal
‘tax codes are currently receiving serious consideration. '
 In spite of those considerations, all. projections are -forced to assume
- stability, however unlikely-stability may actually be, for. there is no way
to predict the actual events that may cause destabilization. .Given that, . ..
"the forecasts contained here should not be regirded as precisé predictions
‘but instead only one view of the futire seen through an historical ‘lems,
The hope is not that it is substantially accurate, but only that it is as
good a guess as any available. OQver the coming years, as planning proceeds,
it will be adjusted as necessary. : - - o . '
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' FIGURE 5 State General Fund Revenues from
. and ‘Bank and Corporation' Taxes,

Parsonal Income, Sales,.
and Total General Fund

. Revenue, Act

ual for 1970-71 Through 1982-

83 and Projéctédﬁ

for -1983-84 Through 2000-2001, in Current Dollars
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-, THE SIZE AND VARIETY OF AMERICAN POSTSECONDARY E
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Postsecondary  education may be definéd.ﬁs any or hniaed insi;ngion offered
to ‘those who have graduated.ﬁtom high school or who:are at least 18 years
-0ld. It refers to. all -education beyond secondary school without' referénce

‘to level of offering or student qualifications; it may be for credit or'no -, *
.credit; it may be a .curriculum leading to a collegiate degree or a short-term.

program for. which no certification of any-kind is granted. It includes

. "traditional" higher education in colleges and universities as well as. adult

education, continuing education, lifelong: learning, and community educaki
- in non-academic organizations and -agencies.

- (2) occurs beyond' secondary institutions. -

. Under this definition{Vpostsecondary ipStitdtiohs are extremely diverse.
They range from multi-billion dqllar research universities where the instruc-.
tional expenditures for thousands, of students are. but a fraction of their
total budget,- to private aviation schools' where instriuction is a close’

- one-to-one and constitutes the entire budget. The stidents' commitment can.

range from continuous instruction for sevep years beyond a bathelor's degree.
" (for medical doctors) to a day's Seminarcnxmanagemeni techniques. Obviously,.
',the arrangements to fihance postsecondary education are’ just .as diverse as
these other characteristics.: ‘ - : -
. / _ , _ -
‘COLLEGES AND ‘UNIVERSITIES IN __THE UN}ITED STATES .

‘o : : . - : g SR
Coping with the diversity of postgecondary education requires some initial
organizing principle. Typically," thid principle has. been the distinction
between "higher education" (degree-granting colleges and universities) and
"all . the rest." In .1982, America's colleges -and universities npumbered ’
3,270 -- 46 percent of which were "public" (supported directly by. taxes) and

' Postgecondary education |is -
- distinguished from other learning in,that it (1) is organized or formal, and

o e
.

the rest were "independent" or "private"'(not supported directly br primarily -

by taxes). Altogethér, these institg;[bné‘enrolled over 12,400,000 students
in credit courses and spent $70.34 billion on all their activities, or 2.1,
percent of the Gross National Product. Table 12 on page 32 highlights some '
-of their other general characteristics. As it shows, the majority of insti-
tutions are independent rater than public, the independent institutions
enroll only 22 percent of all ‘students, thus losing the ecpnomies of scale
enjoyed by largeér public institutions. In addition, relatively few independent

- \.institutions are two-year colleges while many of them are doctoral institu- *

-, tions, which' represent, respectively, the low -and high ends of .the cost.
" - spectrum. ‘This causes their’ total expenditures divided by their, full-time

* instAitutions (thionﬁl Center for Education Statistics,

‘equivalent students to be roughly one-third higher -than- for tax-supported,

- . K s . . . K ".. ‘&' ,& L .
.In 198485, enrollment trends among the nation!s, colleges ‘4nd universities - -

are mixed. Despite’this, most experts predict that.theftbtgl'nqpber@of o
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'the traditional college-age population.

-, enrollmeat -~ most often the basis

ks
3

‘_SOurce:

[ -

'students w111 dec11ne during the rest of the 1980s

million 'in 1982, the National : :Center fox ‘Education- Statistics

L . ' _ . Ly
National Center fbr‘Education Statistics, 1984b, .pp. 61-65, 73?

TABLE 12 characterzstics of American Collegea and Universitzes;"

.

N 1}? 1982 I
‘ﬂ“; ';1_ AR ' ot Numbers
_ Kind .of Institution and Characteristic - . _in 1982
. PUBLIC S L .§-; R '
_'Total number of public 1nstitut10ns o ' _ < T ,510
TfNumber of public ‘two-year community colleges or i ° o
- vocational/technical institutes. ' 949
Number of ‘public doctoral granting unfversitiest | 203
Total credit enrollment L ' 9,692,280
Total enrollment change since 1970 +467
f INDEPENDENT s o
Total number of independent institutions 1,527
Number of religlously affiliated. 1nst1tut10ns
Number of independent two-year colleges or vocatlonall -;” R
_ technical ingtitutes 14 - 187
~ Number of independent doctoral gfanting un1versx£ies N ' <X}
Number ‘of 1ndependent 1nst1tut1ons thh pub11c unit& or R
divisions - ) - 233
Total credit enrpllment =+ = - o 2, 733,720
Total enrollzénzpchange since 1970l' . o \} : . +23%

R
because of‘déclines.{n'
From the record enrollment of 12.4
projects a.

decline to 11.8 million in 1992 -- a decrease of 5 pércent «- before an

upward trend takes place in the later 1990s. -

‘However, full-time equivalent -
for state formulas . and fiscal calcula=- -

- tions == is expected to decline nationwide by .10 percert. during the next
decade because of the decline in the numbers of ‘younger students who take
heavier course loads (National Center .for Educution Statistics, 1984b, pp.

61-63).

This kind of ''macro analysis" based on traditional college~going

rates of certain groups is not always npplicable to individual states 1ike
- ‘Caifornia, however, or to the specific{kindl of in:titutionn, :such as

univerlitiee or two-year college:, ‘within ltetes.'
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In addrt:bn to millions of students regulxrly enrolled ia American colleges -
and un1versxt1es, many . more’ particzpate in other kinds of postsecondary,.
. educationi 53,1 millton in' 1978, acc0rding toone estimgte (Andrews, 1980,
' p- 112) and 47 milljon according to anqther estimate two years later (Peterson, :
1983, PP- 15-6),-T§3§2813 shows the‘dlatrxbution of ‘these students S o

Unlrke the trends of enrollments in most collegea and univer81t1es, enroll-
ments in non-credit and “adult education" are growing rapidly, with estimates .
of the increases. ranging from5. to 15 percent annyally. In 1983J‘ln inter-
national survey by the European~0rganizatlon for Economic Cooperatlon and

" Development. found that . 'the volume of traiping in. [American] industry: has -
been increasing at a rate ‘of 20 percent perx. year [and] commerc1a1 training
firm volume has grown at twice the ‘rate of ‘growth of industry training."
(Organization for Economic Cooperation ‘and Development, 1983, p. 44.)
-Furthermore as’ the hbaby boom" generation of\:f:”d9403 and 19598 enter

Ry e L A

4

'TABLE'I3”'fnstitutlona1 Sources of Educatzdn ‘for Students Noé
...~ Regularly Enrolled in'a College or Unzverszty, i978,
" Listed zn tbe -Order of the Number of Partzczpants

: T . ';' SR . Number of
‘Souree |\ . ;;' EU Partjc1pants N
Agriculture exten51on P T R 12,000,000 .
* -~ Community organizations - . ‘- - - . 7,400,000
. Private industries T R o . 5,800,000 *
©  Professional associations , IR -5, 500 000
' .City recreation programs ‘ : o 5 000 000
Programs in churches and.synagogues ‘ g _ .3, 300 000;'
&College and" un1vers1ty ‘extension’ programs and COmmunity fr,'- R
" educatiop” -, | o ~;.1* R 3oo 000
‘Programs conducted by governments S ‘.'" B 3,000,000 - - .
" ‘Public school adult.education programs - . & ﬁ;’,g“*.' -1 800 ,000 - -
. Federal manpower programg - © o, . e A “7%““ 1 700,000;yw :
Programs in the military L e é;(i 1,500,000 . . ...
Hraduate and professional educatxon yuthafjf “:'%“ i e 1,500,000 - -

;/Ppograms offered by trade unions - . ' : 600 OOO_JF%ﬁm
.. Comunity education programe offered by educati nalf{;7 e
{" lipstitytions | e o o 500; 10005 .
o Free. 1versitie§ 'wlam{} ' 2°Q'°°°{§n".
o TOTAL" L N 53 1oo ooo;;f

Source.. Andrews,_l980, P 112
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fmiddle age and the workforce this demand for instruction outside the coniaqpn;

of traditional curricula should grbw eveii more (Cross and McCartan, 1984, -
Jd) K

A

"In sum, postsecondary educataon in Anerxca is an'epormous enterpr1se both

in ‘terms of people and purposes. - Although there. is no definitive survey for
the economic resources used for postsecondary education in the United States, .

#it would be reasonable to estimate that the expendituroa of colleges and .

universities ($70.3 billion in 1981-82) constitute about two~thirds of the L

total..

of roughly $100 billion, or approximatolysZ 5 percent of the Gross National
. Product, -~ -
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Therefore, postsecondary education represents an annual expeuditure"

v




e i U ROURL L
.. - IMPORTANT CONCEPTS IN POSTSECONDARY FINANCE, oo

A . - ' ..,'..'g ‘_‘" w | :l ) R /\

_.Given the magnitude_ind diversity of péstsecondary. education, it is natura A

" that the finance of these inotiﬁptiénl is complicated. Fortunately, it ig /-
- not necessary to understand every detail in order to comprehend how their
* ;. financing "works." What follows are concepts that explain the system of .  *
poltsecon§arysfinﬁece:in general,’and_;heﬂHQY&'thht this system adapts.to'

. . kS

.- ‘change. " _ o
LN ) . o - ¢ ST o

L P _ . :
et . . . - y - v . Y . 3 . )
. ' C , .," -~' ’s - ’ . y‘.' ’ . .u A .~" . . -' . 1 ) .. ) ! ‘ ’ o :' )
' . N , ) . .
. .

. " ONE: As They Grow, Postsecondary Institutions”” . |
...\ Add Many Diverse Activities. . i R St

L o ' T X A ' T .
Clearly, groyth alters an institutioh in more ways than just its size:
| Chief among these ways are its economic structure and-how it is organized to
% achieve increasingly diverse purposesh - S . o e A

" In ofder to illustrate fpié,'it s necessary to defihe'ahd'ofganize the .
- -spectrum of ‘institutions.  Several yedrs ago, highex education: professionals.
) + hegan to classify colleges and universitijes according to: their attributes.’
- Originally, the distinctions were simple: universities, fqur-year colleges’,
~.and two-year colleges. Gradually, the. categories became more numerous.and

.. cqptured an ever-wider range of differences among§ institutions. Table 14 on R
, Page 34 describes the most' recent classification. S >

‘As institutions grow (even if they do not "cMmb'" the classification ladder),
“ they assume:more tesponsibilities and add activities. - In terms of their
" organization, they“¥develop divisions along economic lines, something like .
diversifted corposations "in the pfivate sector. Thirty years-ago, this
' trend away from instruction as the exclusive emphagis in higher education . :
- was refiected by the £contr¥oversial @xpansion of institutional missions to . -
. "education, research, and public.service." Now, even' that phrase 'is too ‘-
limited to descripe tbeﬂpiﬂp-qangijg activities of most majorycollegesland

fguniverpﬁpies: S o e e v )
_ ﬂAgaiﬁ,:it wvas necega@iy to élas;ify.these activities and their budget cate-
gories.- After mifliiise starts; a standard "Program Classification Strucs
" ture" has been genlgiiie -accepted throughout the realm of ‘higher education,
~ »as shown-ia Figure t¥iiibage 35. Lo ' S e o .
"' 'vr l "'}. ?I * .n.'#. - . - .. . - ' - 'r ."~ e . ' ! --0:
- This c¢ldssificatipn attempts to capture all possible kinds of expenditures, B

- "and’ to organize t tm upder one’ of eleven "prod?@ms": ingtguction, research), o
public service, academic support, and.the Like. Sub-elements’ further dis- ¢
"% ‘tinguish the components of ‘these programs, generally down to a narrow detail. |

‘7 Qverall, the Progtam Classification Structure demonstrates the wide range of

=’ﬁg\ ecpnoqic-gcgév&ttel{prqunt in many.institugion’ﬂf;' o
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T . N V. RN . ) o N . . . '
, - S L, C
: W : .- \ o (Y .
' A .
1 .. . _»._. [ . . . ‘
. . ’ - . ) . ) ) ' : ! : v o . . - . ' *,»‘
e TABLA‘ 14 'The’ Latest CIassification Sy;tpm t'a‘r &olzeges and
o : L . Unlversities Designed.by the National Center t'or
N Hiqher Education ‘Management Systems o , o
A R . ' ' . _ . . e - . ’ S
- e \ * , RV S . . .'. . .. . * 'A . “_. : * ' . . R
‘ " R e Number. . B o California B
o Lategory i Definition . Examples : -
. ’ o - T i . - v, ] . . o
‘Reseerch Universities . Offet aignificant no. of UC Davis . o .
_ With Medical Schools .60 doctoratea; reécdive con- U.C. Berkeley . : ’
. " Without Medical Schaols 30  ‘siderable. funds (gener-  Stanford Universitry )
. ., S o ! -ally in the top 100 " Inteknationdl -
. . . ' . _ nationally), o College D
: ' * Universities - Offer doctorates, but UC Santa Cruz 7\ - N .
¥ . . With Hedical Schools = 18 - without large research Claremont Graduete °. - R
A Without Medical Schools 58. crponout. School ' '
Y o . ' . .. KN - - o e .
F o Comprehensive . Strong, divcrucboubnc-- csu cnpuul . L. g -
. e . . Inatigutions .. 418  calaugeate program (in- . Pebperdine University . .
) - . S .. . . cluding first-profes- . Golden Gate Univeuity
4 *D .. : . sional), but no signi- " e b
' .. ficant doctoral oducn- T £ Ny o
. .. tien, _ , I o _ _ R
' General Baccalsureate " Not significantly en- ~ No Public Institutioms
Institutions S . Tl "y gaged in post-bacc lau- Pomona College . 4
’ : . . ltqte education, but _Occidental College .
" grant degreea in three  Scripps College
PR . Co : §& programs, or: o
* : ; " off.z ‘a degree in inter-
) dilcipunnry studies. ' .. ,
e Two;Yonr Ihstirutions ) . Fewer than 2% percent ? ) Most California I “,
Acndi._iclc_onpuhc‘nuvo" 760 of degrees awarded at - Community Colleges . PR
. ¢ ‘ ‘Occupational Emphasis 589 baccalaureate level. are comprebensjiye, .- - . - |
e : T C e o . <ptxcept soms like ° '
) , : S . ¢ . . Q Los, Angeles Trade- o
S _ .- . P " Technical and L : o
Yoo . _ « ! LS ICRE BEEN " San Didgo Vista. : L
o . o ' . Deep Springs College % v .
’ Brooks College - s
; __ . Health Profeui.onal (3 _ ' Health sciences is their UC San Francisco
B o . institutions 54. primary objective (wedi- Northern Californi N
; T : P ", - cal, dentistry, optom- Chiropractic : e
) R : o etry, pharwacy nursing). . - . o - :
, R Such degreea excegqds 30 t; _ - :
. | A © v pegpantof all avarded. o : - K
. : ' ) R T T
Other Professional-and . ' Generally; theae insti- California Maritime ° .
‘Specialized Institutiona 548  tutiona award it least cademy - S
(Other health inluw- . half of all. their degreek California lgstitute ' C
tions; . in one oty two fields. of the Artd . P
",-educn;ion lc_hooll,- oo ST Western ftates : :
¥ engineering schools; » . ’  Collage.
_ _ : . divinity schools; S Co N + , Ungineeripg .
U ' husiness and manage~ S znuoml UnY vgr‘tty - v
' . ment schools; - ' e b raduate. S
i . art, music, aud design e o . +  Theelogjical Union s
- n .chool.t . o R R . - i v - “ . ’ . ' . [ . .. .’
. law schoola} and . . - . E + o
. v U.8. aervice schpols): L T A , o ' o
A _ o Sources:, Halstead and McCoy, 1984, pp, “7-1‘89, 693~695, and mllott, 1984, . . L ’ , v
L - pp. 148-38, (The California Posteccondary Rducstion Commission -~ - =~ .~ 7y .
has no opinion .on the accuracy of the Halstead and rlcCoy axamples.) T ' \ »
i ¢ . . . » ' ! .. . o (. Y
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iy | FIavRt 6 Proqram c1asszficatzoﬁ S%rgiiure for ExpendztUres '
T e

-in Higher Education Offer y the National Center
for Htgher Education Nanagement Systems IR

Y - . : . ‘ .." . ) ..
,‘ . - lo-ms'rnucuon ‘- c . ; \ - o

(

- : : .+ 1.1 Ceneral Acadetpic fnstruction (ch;gc*rclnccd)
. S LY Vocationa}/?cchnical Instructign (Degree-relsfed)
1.3 “Requisite 'Prcpnrltory/lcndilﬁnltructio,n

o

1.3

1.4 General Studies (nondegree) ’ . _ '
1.5 Occupation-related Instruction (Nondegree) - . . -
1.6 Woctal Roles/Interagtion Instruction (Nondcgru°) S Co

1.7 -Home and Family Life Instruction (Nondegree) ' ‘
1. 8 Personal Interfat. and Liesure Instruction. (Nondegree) .

2,0 usuncu' #‘" . e

"2, Inltituu-_ and Reaearch Ccntcu f ' : ‘,' ' S
2.2 Individua} or Proj.oct: Rcu‘nrch - . )

93,0 PUBLIC SERVICE _ L I -

. N ' o - 3, 1 Direct chicnt Care . - . ’ : oL ’
S , 3.2" Health Care Supportive Scrvicu ‘ " - "
o _ 3.3 Community Services . ' - : :
e * - 3.4 Cooperative Extension Servicea ‘ : . "y
’ 1.5 Public .Broadcasting Services - . S '

. : . 4.0 . ACADEMIC SUPPORT R S -

~ ﬁ v :lo.l Library Services - ' N
Museum and Callaries . : f .. C :
, * 'Zducational Media Services

- . T b Acldtmic Comupting’ Support
' AncillaTy Support A a S L
" Academic Administration RN :
Course and Curgiculum Dcvalopmcnc 0. ¥
- Academic Pcraonnel l)evalopmnt. : '

SERVICE .

Studcn@ crvicc Adminilt ution L ‘ - C .
"Socidl ahd Culturil Development - . Coym™ R
CounuIing and Caréer Guidanca v ~ ' "
Financial Aid Administration . ' : W
Student Auxiliary Serviges ' o
Intercollegiate Athletics. o . R
Student Health/Medical Servicu '

. 6.0° msnru'rrom. ADHINISTRATION =, ' v

I -

- Executive Managcuqt . T ' o : . :

. Financial® Management and Operations .o -t
General Adeinistretion and Logistical Scrvico _ M
Administrative Computing Support . '
Faculty and Sgaff Adxiliary Services L e '
Public Relations/Development o o v v , e : -
Student Recrultment and Adaissions R '

‘Student Recorgds . |,

7.0 PH‘ISICAL&PLANT OPERATION =~ v - , e o

: . .. 7.1 Physical Plant’ Adntniltruion . - : '

. EORE T 7.‘.2 Building Maintehince . S . v _ . .
' ' . 753 Custodfal Servides - ; 5 ' C S o

4 Utilitles - » ; a : . . , :
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:«J ' K '.' v l_v. . kﬁ . ) : ' "’\
What are the ptactical effecta of this diveraification, ‘'with,, in many in- a
.stancea, only thin connections among parts? One effect is to fragment the '
" campus ‘-~ at least ‘from a fisca) standpoint -= into several independent
operations. ‘' Table 15 shows some examplea of tle functionally different
"conponents in higher education.. C e PR <

. - Another effect 1s-that most colleges and. univetaitiea are not in the "business

- » \ -of educating students exclusively, and some not even primarily. . Rather’ they ‘

" . ' _ are in several businesses at once (although most relate to the transmission’

- of information) and their activities result -- to use a phrase in econom-
i . ics == in numerous "joint pyoducts' where results a* costs are mixed.

' Given the nature of these complicated organizations, is not aurpriaing

that*many of them appeat to auffer from a kind of iﬂqtitut onal acnlzophtenia.

v

¥ . - ) . . oo . \ ¥
. . . . . - . .

TABLE 15 The Organzzatzoéal Components of Hzgher Educatzon

o Component . Major Purpose Kind of Employees h Re1ated Groups
1 ST T - ‘ i .
- Education Instruction -: . Instructors: - . ~ Other faculty; .
Y. PR " Technicians ‘those in similar
S " - . Researchers . disciplines.
~Sales - . .Generate comsiercial-  Sales ‘staff ' ,Occupatlons and
(sports revenues or ~ ' Business-oriented . -~ pursuits similar
_ - events; books - at least cover - ~professionals.., " in the ptivate
S stores; dormi- expenses. . Promotional staff sector .,
. tories; food o L S - : ) _
¥ ., serviceg) " /. . - - S
) . | | \;' - 3 -. | o
Contracted . Ptoviding apecific "’ Faculty, = | . Corporations '
o ~ Services . services for a Reséarch and ' .  Foundations '
- fee, ' . developnent ataff .Govetnmentaaancien.
oo _ . ot :

[
A

,*:,-Eiduciaty" Solicxt and presérve Certified public .  Reel estate sales-

T S property and =~ ¢ ' accoulitants " persons
A L 3 assets. v Public relations Investors
e ' < v ! . staff . . Bankers
By A Property managery = Stocks and bond
S L S "brokers
D e ' R - .. . A . ¢
SR Source:. California Po:taeconqpry Education ataff analysis.
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‘TWO: Postsecondary Institutions Have - SR A

Many Clien’tele‘s with-Different_',Ix)terests_; o S o

‘The-complicated structure of collggeé and universities is also reflected ifl

. the fact that many clienteles provide income for them, presumably in return

Y

for goods and services which they receive. Since these clienteles often -
have different expectations for the expenditures of these institutions, they

introduce another source of temsion. L . .

~ The popular conception is’ that students are tife primary éliéntele'of.thesél S

institutions, In terms of income, however, students directly provide a
relatively small portion of ingtitutional income, especially in public.
institutions compared to private ones and in two-year compared.to four-year
colleges. Table 16 on page 38 displays some historical sh‘fts in sources of-
support for colleges and universities. ‘ .
Table 16 highlights several trends that have affected "higher education
finance? e - , ' _ o 2
~ : N R - < ‘ ' A
o First, the decline in the proportion of income represented by tuition and
fees between 1939-40 and 1959-60 reflects, among other things, the migra-
tion of enrollments into the public sector =- from 25 percent of the
- ,total enrpllments during the 1920s to their present proportion of around -
78 percent. Despite the decline in its proportion. before 1960, tuition
has remained remarkably stable as 'a proportion since then, and has even
grown slightly as a proportion of the révenue of public institutions ;
.duripg the last ten years. - : \T - L
e Second, enfollment increases in the public sector are™kso reflected in
“the considerable groyth of State appropriations as a source of revenue
- .and inthe.declining role of endowment income, concentrated ‘heavily in
private .colleges, as a proportion of total income. For example, although -
»the endowment of public institutions rose: from $§2.2 to $4.2 billion
during the 1970s, while that of private 1nst£tutiond'greW'frpm $11.6 to, -
$19.3 billion, their yalue declined markedly when adjusted for inflatlon.

f ) Thiid, the emergence bfhgrqnté (a portion 6f'"pttvate gifts anﬂ grints")

- as a source of revenue and the sale .of educational services indicates the
increasing pursuit .of reseﬁfch, consulting, and @3ntract education. :
. " ' ‘ ‘ > . . 3 ' . ' . l

. (such as dormitories and cafeterias) indicates that, as a wigle, these '
ingtitytions are serving larger numbers of commuters rather thdn students

o Finally, the decline of the proportion represented by auxin'xi‘servig:és

who live on or near campus.' = ;. . o
How ‘can these distihct_glieﬁﬁeléa be categorized in térms of thei:idifferent 
influences on. institutions of. higher education? Conceptually, there -are’
three quite distinct "sources" of revenue: donors, users of wervices, and
takpayers. - . , //I 5 e , X
{0 ST = LT o T :

. . . , .o
A : . : . . [ z . . ' ¥




 TABLE 16 A 60-Year Retrospective on the Sources of Revenues for ./
. ..+ "All.Institutions of Higher:Education, in.Thousands of . ‘
|  Dollars L - SR
= . T | . o o
; _ 1919-20  _1939-40 - 1959-60 = -~ __1979-80
Current Fund Income 199,922~  §715,211,  §5,785,537  $58,519,982 )
 Student Tuition - .. 42,255 . 200,897 1,157,482° . 11,930,340,
.and Fees- .. . " o2La%. . 28.0% . 200007 . 20:4%
, . TFederal Government' 12,783 - 38,860 1,036,990 . 7,771,721
I . S W S A 13.3%
-State'Goverumqnﬁg " . 51,690' 151,222 .. 1,374,476 18,378,299 -
o - 30.9%  21.1% 23.8% . .31.4%
~ Local Governmenﬁs' ~ N/A o '24,392 151,715 N '51,587;552
. - . W 2.6%. 2.7%
" Endowpnent Earnings - 26‘_,482" 71,304 206,619 1,176,627,
b e 132 10.0% - 3.6% - 2.0%
- Private Giftg . 7,584 - 40,543 (.' 382,569 . 2,808,075]
. and Grants™ 'f‘ . 3.84 . 5.8% o 6.6% 4.7%M' :
Sales and Services N/A . NA 45,423 . © 1,239,439
of Educational . - - - . - . 0.8% S 2.0% -
Departments . o f - I L
- huxiliary Enterpri%es ~ 26,993° 143,923 . 1,004,283 6,481,458 |
T o 13.5% 20:1% ~  17.4% C111%
: ALl Other '\ 22,135 187,993 - 425,080 7,146,465 . 4
R S 1.1% 0 26,3% 0 - Ta% 0 122
1. Federal fundlAQere:provide4 for yeteraﬁsf tuition and fees, research and X ,
’ extension at adricultural experiment stations administered by land-grant Lo
_institutions, sponsored research, and all other direct aid to the insti-
tutions. L o o ’ : S L
" 2. Before 1939, includes revenyes from local governments. Through 1959-60, . .
. includes federal aid received th:pughiuﬂ te and regional compdcts. 11 R
) 3. Aftér 1969+70, private grants also ‘represent nongovernmental revenue’ for

. sponsored resaarch and other sponsored programs, . This source of revenue — '

has inCreaied-considerai?y over the past 20 years. ’ S IPR A x,

'Note: ~Da£a before 1959-60 a‘e:for the 48 atatéi.ind the Diitrict-of Columbia. '.

Beginning in 1959~60, data are for the 50 states aﬁd the District of Columbia. 4
K B . . , . I \ . ) S
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_ Donors

. . ' ;. ."'\ .

This group consxsts of individuals, usuqﬂly alumni, and philanthropic orgsni:_,

: . zations which contribute to further the genersl purposes of the institutions..
Their contribution exceeded $5 billion in 1982- -83, up by 6.2 percent even’
‘during the - recession. Sometimes. these gifts are restricted to capital

outlay ($1.8 hillion in 1982-83) or to scholarships, but .often they come

" with few strings attached arnd gan be uged for priorities established by’

trustees and administrstors (The Chronicle of Higher Education, May 9, 1984,

.p. 15). Therefore, this source' of revenue "helps add to what Mart# Krsmer :
. .calls "the venture capital of higher education," or.tﬁsse ‘ces . which

. permit new directions or experiments (1980, p. 72). He esti 8 that such

" resources constituted around 12 percent: of the Education and ral expendi- -

tures of higher education ‘in the late 19703, but that'the portion was
shrifking annnslly , _ -1

. " I" - b . '
“ . ' - . . . . S

K4

.' . t . . .
Users of Institutional Services

Approxinstely 30 .percent of total ,revenyes for colleges and uniuersities in
California are- secured directly from individuals and corporations who use

'~ institutional services. These funds support activities ‘that, at lesst'

indirectly, are designed to serve customers and respond to the1r needs. .
Students want effective instruction; sports fans like winning teams; corpora-,

. tions insist.athat the terms of research .contracts be fulfilled; bu31nesses'

which hire faculty for "contract education" want results. In vsrying degrees,‘f

. ‘institutions are directly .accountable to these customers.: .

Taxpayers | o IR

.. local appropriations as well as federal student Xinancial aid, this is the
- single -largest source for colleges and universitfes} The. vast maJority of
-‘these funds, of course, are provided to public institutions

' Some resources are provided by . all of us, as taxg;ze:s. Including state snd.

)

Hh 2wer, because people as "taxpayers" do . not desl directly with thesi
i

tutions, the relations of postsecondary institutions with these prowids r§ -

; are- much more complex: than with the other two. The: relsti;tsyfre . further

co&plicated because most public accountability occurs through_iptermediaries’

i ‘8uch as elected officials and’ government control sgéncies which have interests‘-
_"-'f the\ir o, L ) R , v

*
[ ¥
. ' ) . R (1) .

Even- so basic a notion ‘as the kind of relationship a state government should

. adopt "towsrd the institutions is controversial. Recently, John Millett, . .-"

Chancellor Emeritus of the Ohio Board of Regents, summarized the different
approaches which states have sssumed in their relstions with higher educatron

(1984, P 197): PR S . o u\

One spproach wsstto consider the public uniVersity a8 a government

u’ A \‘corporst}on, ‘that is, as a boty politic and corporste,' and %o

" appropriate an operating subsidy to the individual institution or =’
to a system of_institutions. A second approach wss to consider -

.,,4 e . - v
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: '-tbe public unive;rdty a8 linply another eduinietrative dePartment |

.. of ‘state governpent ‘and to 'appropriate support for it in the same

"' way'or‘in the 'same format as for other government agencies., The
third approqch, which fell somewhere' between the other two, was a :
modified state appropriation practice that partially recognized - .
the peculiar /finenciel cha_ cteriltico of public univeraities :

~ Clearly, a :tate/ governnqn whioh approaches its institutions as "state “ ;
owned" will strugture its finance system differently than one which considers
them independent, contrectors ready \ir negotiate over services. Regardless

of how it 'is ‘resolved, the‘}ltue bout how the public should influence
.- _institutions ‘thyough its ‘elected of icials is one of the most critical.in -

“higher educetion finance. ' : PR o
THREE: The hanging Prlorities of Gov rnments -
Profoundly In/ uence the Finance of Higher Educa n.

. . | i

. : \ ~--‘.)';."'.",_x
- The Role of #ne State's in Financi’ng ngher \Education ' o :
: 'The states ave primary’ responsibility for\education under the U.,S. Constitu--
. tion, and they collectively provide 40 percent of the Education and General .
Revenues (a' narrower measure than .current fund income) for all colleges and
_universiti 8, and almost 60 percent of the re enues fbiki:bllc institutions.

'fn general, states provide a larger proport on of the udgets for two-year
colleges than for other institutions where, nationwide during the 19708,
-"funding shifted: app;eciably from local te State'governmental sources”
(National |Center: for ‘Education Statistics, |1984b,; p.- 64). -Some states,
especially those’ in the . northeast région, Have lagge numbers of private
institutions dnd’ iprovide’ ‘tax suppgrt directlm to thém. On average, private
. institutions around -the - nation receive 5 percbnt of their revenues from the
;7‘~statgs through direct appropriatibns, althqugh they réceive none in California.
... Thus’ the fiscal conditiocn’ of atate ‘treasuries and the political priorities
.‘”;-cof leaialqtors 9nd goverqors heve a preponderant influence on higher educatxon.
.'?A& with nost neﬂvices, the states haie orgenized their institutions a
L -;finance systenk Qnite differently. ‘Some fund ‘single systems which cof8ist -
. of most publicxpottaecondery inatitutions; some’ appropriate funds: through
id ., line items to specific’ collegea; ond'eome use sepyrate formulas for diffe
! "% kinds of idstitutioni. ‘In the’ poit most states have agsigned a- ‘high prior: 1?
- to. higher’ eduoation, both 4in ‘terms of . support for publi¢ institutions &
o % aid for private. ones to prouote diversity,’ competition, and ‘Student choicé:
it . Buti within ‘thls ‘support,’ expanaion ‘4f the enterprise ‘has usually been the
" prime- value since World th I]. State officials.vere attracted to expangion
.. as" a ‘mesns to promote¢ socisl: nobility and more cereer~educotion, while the -
A _'instituti‘ons wélcomed zrd&th t,p enlumct their preetige and generate more e L
o adollars for their actiVitig,u s o ST o

_‘Stabilizin_g enrollnentu ,‘Ind . _e'tline in :tate revenues during the receht
'reouuona h‘owwer gnaleﬂ].-e* ='dmwerd )trenb_ in higher education finunce, v




" ag 1nstitutions became Vu]nerable to appropriations cuts and large increases
in tuition: A survey by the Education Copmission of the States documented
. that substantial cuts were inflicted on higher education in many states (in-
cluding California) The Education Commission, however, concluded (1983, p,
31) ¥ . M . ) : i

First, no single ection viewed in isolation‘yould‘cause concern

-about the vitality of higher educatdon. It is only when the total.

of actions is reviewed that the possible impacts on teaching,

learning, research, and com?unity service begin to ‘tome into

-focus. Second, actions taken)in a single year would not be cause

for alarm, but repeated curtailment over time must be viewed as
E detrinental to higher education.

Howard Bowen, ‘among the most prominent\scholers on thd'economics of higher
-education, has concluded that the unprecedented increase in real.resources .
for "higher education during the era of fiscal expansion of the 1950s and
.'60s had "ended around 1975. He believes that'higher education has entered a
period where institutions can no  longer expect states ‘to increase their-
“budgets in real terms (1980, pp. 67- 76) B :

Although the evidence about decline. is ambiguous, Table 17 1ndicates that -
public 1nst1tutions had fewer funds when divided by full- time-equlvalent
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TABLE 17 Current Funds Expendztures of Public and Independent o
_ P Institutions, According to Current Dollars, Constant
- . Dollars, and Dollars Divided by Full-Time Equivalent .°
“Students, 1970-71 to 1981-82 (Current and . Constant '

r Dollars in Thousands)
-K1“z of Institution -~ . _ B R | g
d Expenditure . °1970-11  1977-78 . 1979-80 .  1981-82
_PUBLIC BRI L - I L AP S .“\
. . ‘- . ) 2 '.,’
Current Dollars” a 514, 996 .. §30,725 °.  §37,768 $46,219 '
Constant, (1981-82) Dollars f 33,863 . 44,325 46,025 - - 46,219
Current Fund Expenditures —y o : N .
- Divided by FTE Students = 6,837 - 6,930 | 7,200 . 6,816:.
INDEPENDENT . N T A
Current Dollars T $8,379., 415,246 . - $19,146 - -$24,120
Constant (1981-82) Dollars 18,921 . . 21,994 , .. “ 33,331 246,120 -
‘Current Fupd Expenditures:’ =~ | = Y
Divided by FTE'Students ' 10,602, 10,894 . ' 11,138’ 10,801 - °
I, The decade’s high for public institutions. . T e
2. The decade's high for indep!ndent institutions, T " A g
Source~ Nationsﬁ Cen.pr fot Education Ststistics, 1984b p. 84'. T -
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. students in 1981-82 than they did in 1970-71.
‘of expgnditures divided by full-time-equivalent students, both- public and ER
independent institutions reached a high in 1979-80, from which they have -

'declined by 5

_reported data indicating a two-year increase of 16 perce

PR ’ : ; .
1& also shows.: that in terms . e

ercent and 3 0 percent respectivaly through 1981-82. _ : ;ﬁ55

In looking ahead however, there are grounds for believing that_the worst of b

the financing crisis is over. For: example, it'appears that the erosion in
public funds for higher education ended this year, when M. M. ‘Chambers
and an 8 percent

"real" gain in -state appropriatio’ﬁs Despite -the- narrow focus of these L )

. data, they are certainly one important indicator of financing trends. o v

_ Another indicator is the renewed and widespread public commitment to inveR®t-

nentMocm’. Partly because of its, negative.effect on funding for

.public schools, the "taxpayer's revolt," at least in its devastating form, .

seems to be past. In the November 1984 elections from Michigan to Hawaii --

and iocluding California, where Howard™arvis first inspired the "revolt ==
voters defeated a variety of tax:limitetion measures. Further, higher - .
education~hsa~consisteutly ranked among Yhe more respected institutions in. .
public opinion, and that standing undoubtedly influences political decipions.

One recent poll indicated that people placed federal :spending on higher

.education as third in priority, behind only medical research. and medical

care for the aged. Of those polled, 63.3 percent felt that aid to higher: .
éducation should be increased (Group Attitudes Corporation,. 1984). These
factors may influence states .to fund higher education more 1ibera11y, but .

- the trend toward special incentives and directed appropriations, rather than

general 1ncreases w111 1likely become stronger as well.

)

. The Role of the Federal Government in Fmancing Postsecondary Education \/

The federal governnent has been generous to colleges and. universities. In®
over $12 billion (or about one-sixth of their total support)

fiscal )981,
" flowed Ko postsecondary institutions from federal sources -= about half for

student assistance ‘and Walf for research’and 1nstitut10na1 support, primarily :
from the Departlent.of Defense. SR ‘ , RN
However, the federal government has enjoyed the luxury of periodlc Lnterven~“

tion to promote what Washington officials perceive as. "the national interest,"

rather than shouldering any continuing responsibility for the basic opegations

of postsecondary institutions. That is, the federal government has played-

the role of a "rich uncle" in relation tQ avademic. inatitutions, bestowing'

much largesse in specific. areas. This has- often been’ uhfortunate, .not .

-because federal policies have been wrong,’but because ‘they 'have usually been
‘short=1ived ‘and . inconsistent.
base, have been left*to carmy on initiativew nbandoned by the

Oftqn, the states, ‘with a more limijed tix
nft ioﬁs T
government. SR L .HA. ,Z B "__ o . S ""9"3-'J

14T,
-

"To illustrate thia tendeney and ahow how incentives have dhanged for the
 *. institutuions, four phases of federal activity since Wbrld War 11 can. be
T 1denti£ied g‘ . o - .
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%
: their integration intoé the American economy. 'Weapons teaeaqch 1n unybetsit

|
: fes
- -cont1nped as during the war, although on a smaller scale. . i

The Reaction to §putnik, 1958-1966' Federal policy changed to a balance -

‘between- institutional aid, primarily in the form of research contracts and
_conatruction grants, and ‘scholarships to encourage”enrollments, especially
in graduhte achool and the health sciences.

. ’ : " . : ot - v
Access’ and Civil *_ghts, 1967-1980: Federal policy under President Johnson -
~ sought to achieve equal educational opportunity through aggressive enforcement
Jf civil rights and later affirmative action to promote the education of the
’ ddsadvantaged, especially members of racial and ethnic minorities and the
disabled. .'In 1972, as Figure 7 on page 44 shows, Congregs itself embarked.
‘on a new d1rection° massive amounts of financial .aid to heedy students, and
much. less emphasis on-institutional - support. .In 1978, these grants for
".financial aid were extended to -the middle cjass, xnd-dow-1nterest/loana were
extended to everyone. .The shift from institutional to student aid was '
-espec1a11y ‘evident in. the funding of public-institutions, which obtained
- only 13 percent of their revenues from the federal government in 1981-82,
- compared with 20.percent in 1970 71. (National Center for Educat1on Stat1stics,
- 1984b) .- : . . . .

]

The New Federal1sm, 1981~1984: Federal pol;cy under Pres1dent Reagan has Y

been to prgvide aid«only te the neediést students.and to restrict the federal '

role in higher edutation to research, and information gathering (although .

- this is still a considerable presence, since the federal government funds an. -

estimated 69 percent of all basic -research in the United States, two~thirds =~ ;-

" of .which"is ‘congucted on campus). There is also less emphasis on.direct ,‘/"
intervention to pr vidp opportun1t1es for members of minorlty .groups and for"’

' tbe disabled. ,/7 » : .

-
v

: -y, SR B :
These shifts in pol1cy have profoundly 1nf1uenced colleges and universities.
The large amount of federal funds means that.most - ‘states. have designed their - .
finance systems based in part on- these federal funds and national goals. - - e
Two prime examples are. (1) the end of the fedéral government's "capitation /f,¢
‘grants" to medical schools for additional enrollments: in the health sciences, ya

- which left the states with' the unenviable option of replacing federal funds ~

in these expensive programs or cutting back the number. of health scxence///
students, and (2) the provision of enormous amounts of federal student aid, —
-which caused wtate officials toworry less during the 1970s about’ incresfing . *
tuition than they would have otherwise. 'Thus deapité the preponder;gée ‘of .

. state funds and student tuition in financing postsecondary instituti 8,.,the .~
federal dollart, shifted among various priorities’ have changed the/ohape of '
_higher educgtion oonsiderably
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A Quarter Century of Student Ad-

25 years ago, thc National Defense Educauon Act was slgnéd

»

National Defense Student Loans, lor which

about $))-million was approprinted in xhc first -

year. ware provided st aa interest rate’of ) per

cent. The law toid collepes to give “special ton- .

sderation” 1o outsisnding students who planned
\ to becoril teachers in elementaty and secondary

“schools and to those with a background o(-th'

achievemaent in scisnce, mathematics, engineer-
ng. ora m-@mp languags.

Sudoul.uu

NOwW '
The program, rinamed National Direct Stu- | ”
dent Loans and transferred to the Higher Educe- |,

tion Act. now provides loans at an interest rete W
of 7 pet cent. About $193-million has been ap-
W&Mlﬂl The debts are forgive

for borrowers who become teachers in s
serving disadvintaged Mnummouwho
" -lwach thw haddicapped.

. ll

lnutuﬂoul !dllcllion

NDIA. 1988

The law authorized support for fele '

lowships, research. and university cen-
ters for (mn -language and aree stud:

Wmuw ‘neaded by the |
m.ovmmabybum» in

NOW
mmmcmmmmi

imcorporated in the, Higher Eduuuon -

Act, with 1acrensed\erhphasi -

porting the education of nomspecialists

s well ¢ specialists in foreign language

sad ares itudias. About $26-million will

dhny. or éducation ia ‘the United
A ** Some $3-million was appropy-
C e nlhonmyuf

hmatonmoumhhal.-
198). -

1

Gnduu Education | SRS

v " NDEA, 1958 )
. . The law provided sraduste fellow-*
- ships for students plasaing to become
college tenchers and grants 10 encour-
thuublMpmtudq of -
graduste schools. About v
wnmuth,ﬂmynr.
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If dwersity is the hallmgkk pf- &p& condaty: ducati».ow in Merwa, the term
"abundance" also describes its® pértxéulbrlébatacgerBWp iniﬁorniaw Some 500 -.:, - i
.colleges and univérsities’ offeq- dégraes, o;j&Very gonk: -and-in 1982-83; they-t
spent more than $10.5 billion, condutting: %heir'many &ctivipie$¢ Beyond -
Califorrdia's .colleges and uuivqrs;ﬁies,,zél high“tchoéliq zdﬂliiéﬂ school
~districts offered adult education. progrems, with. ebrollmw £0E, 536 ‘318;
-and expenditures of $182.3 million,* Separate : ﬁroma 4.4 70 afaﬂﬁuother
form ,of postsecondary education --: the*ﬁe Regiona%;becu a~bon¢1 gnﬂer%, :
which had total'expenditures of apother $7§ & mxllion xn 1982~83r dEinally,

., . some 1,400 non-degree granting, private’ ichools Yoffer vanationgl~pro§¥4ms

: rprimar11y in business, cosmetology, health, and‘xomputer education;. Ai
recent study of theése schools estimated that 'the. Value o their»plaht ‘Was
$786.2 mi&&1on and théir revenues were $610 million’ dn 1982 (Wilms, 198&, pi .
2).. Table 18 on the next page presents a statistical. overv1ew Of the scogé RS
of all these segments of Califorukf postsecondary education A ,f°"'m '

B A R LI
Although no compatable measures exist for 1nsttuctxon by non-éducational .

institutions, such as businesses and labor unions, several. studies haye .

documented extensive amounts of inservicé training there. (Californ1a

' Postsecondary Education Comm1881dn, 1978b; Kost 1980) I

.
4

" SOURCES OF COLLEGE AND. _UNIVERS_.ITY SU_PPQRT :

Revenues for pub11c and 1ndependent i.stltutions come from the. fedetaR» .
government, the State. of Cal1forn1a, consumets (;ncludlug students), and BRI
‘benefactogs. _ , .. . _ - e

|

‘The .Federal Government A R | e SR

As noted in the previous q§;ptet, duting the past 20 years, Washlngton has

promoted}among ifs policies access for the disadvantaged, sypport for research:

that' is in "the national interest," and instituti al ‘aid that promotes

certain professions or vocatjonal training. - The amoun}s' of {this aid and the

"abrupt changes in policy have affected most colleges nd yniversities in
- Califoxnia - /-

s
“In terms of its fiscal commitment to implement these pdlicies now, the .
-~federal government's chief contribution. comes throukh student financial aid’
" which, including subsidies for’ guaranteed student loans, approached $900
million in 1983-84 (Oﬁfice of the Legislative Analyst, 1984, p. 1949). It
- *ig only within the . last .several years, however, t a{ this priority has
bécome such a part of institutional expectations in Yalifornia, The 1972
Bmendments to the Higher Education Act started a dramat c redirection of
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TABLE‘IB Enrollments and Expenditures for Educatzonal Instztutzons_i'}' f7

e ere Offering Postsecondar ry Education in California, 1982-83
o5 (The: Most Recent vear Available for All Institutions) '
o ’ ° ' " rotal . - st

: Expenditures - Appropriations
- Number of (1n Thousands {(in Thousands

Sector and Sjlnt 3 " _Institytions - . §Arollmnt : _..of Dollars) of .Qollarn : S
connzoss AND UNIVERSITIES - L S L SR i |

T

5

Publtc In'lttutionl

Univcuity of Cnlit‘ornu ‘ © 9 campuses. 139,138 ltud.cnu o ' 34.3&9,.229! . $1,123,;623
o S 129,643 FIE . S e
Califoraia State Un;vczaxcy . 19 campuses 315,814 ‘students - 1,686,795 907,338
_ ‘ _ - '2&1507!"!’1': i e B _ -
California Community Colleges . 106 colleges’ 1,363,672 studenta . $1,712,999 . - 1,450,138
' . 4 © . '550,696™credit ADA S _— e
. e ‘ o 56,037 non-credit ADA ' o ) ‘ . A
: " Other Institutions ‘and State - See Notes SN 2 000 students ‘ , - 136,807 . . 92,182 i R
o Agencies of Pon.ncondn-y - below S . ST v
: Education : ' . : ' ! : .

“«

" Independent Institatiyns

] ~ , ’ - . ) ' . ' o ‘ . B
Accredited Degree-Grugting 178 » 202,887 students - ~ c. 2,300,000 50,799
' e o _ Ca L (See Notes below)
" Approved Degree-Granting .66 . } ’ o . _ . ) - N
" Authdrized Dogtu-'cnnti.ng Y I B ! .
OTHER POSTS!CONDARY xusrxrurxovs - .
‘Public I-quitutio:L : o .
K-12 Adult Schools . 261 districts 1,536,318 enrollments . 188,368 - - 176,498
' , ; : L 156,572 ADA \ ~ - e - -
,, Regional Occupational Centers = 30~ counties c. 80,000 studerits : 80,745 81_.603 :
o - ' \ ' . © 47,196 ADA. R _ ; C e
_Proprietsry (profit-making) - : ) _ Co - : ‘ S T
Vocational Schools 1,387 :urvcycd " 467,588 students - 291,900 5 - 1,499
oL ia t§82 o L : C (pnyroll.) : (Su‘ Notu bclow) .
P -: ‘ “~ . . |. .'

Notes: "anu Appropruttom" rofun tn 111 cuu ‘to "State General Fuudl," thcpt uhcn nppl.icd to t.hc Calttorhu .
o Comsunity Colleges, the “K-IZ Adult Schools, lnd t.hcd!qionnl. Occupnt,i.omi Pro;ruo. Thcrc. "St.nu Apptoptuuon-" _
" also includes property tax revenues. - S _ . k
"Othcr Institutions and Suu Agcnci\u of Pogtsecondary lduc;uon j.nclndu the California Pootucondnry Educuiou ‘
-.Commission, the California Studcnt Aid Commisston, ﬂut:lnn Concu of t.ho- L.w, nnd the Caluornh mritin o

Ac.glny. W : ¥ .;

Stau nyptoptutiono to inddpcudut tn-ututiéu nbuunn t.bc l’undt eo t.hair uudcnn fro- Cnl Gunt yrogup
A and B, from the Cal#fornia Studcn!‘.‘ Aid Contll-lot. : . , . .

:, o B 1. . N , o .
, -suu appronttntt s to propetoury cchooh tt#uuut.i m !uu« to-. zncu uudonu throu;h eho cn G;nnt c .."" : i
pro.ru, from the! l.i.fomu Studclu'. Aid Co-illiou, : _ : ) . ' . T

All" 1n£omtton ‘18- for fiscal year 19‘3-'3;' oxc ":' fyr hil 1982 anounnt. nnd the infomq.on from b» T
prietary schools which 4: for caletidar 194 lmcy and Jm 190(. (hf.p-t uporctns). Sy , o oo T

~ Sougces: c-momu suu Donrt.nn; of_ ? m;d no dau' ” ¥cgor g 9910 1936-3 (f,hh bud.ct d phyl thc T - .‘;"' )
) “ﬁi expenditurea for the fiscal yaar', lﬂz*-l:.\): c.ufonu t.uo antro u‘. con?cu for Pru‘d‘u !onuc~ R
lducngto', 1984, pu - 1; aud Wiln« (X173 o ST G

SN




S T cfederel efforts by plecing high priority on df&ect aasistance to- students
_ through financial gid rather than- institutional grihts& ‘ | @
. . “
e /Deapite thi&.redirection, the federal govetnmenn sﬁill paid $925.4 million .
.~ .= .directly to California's colle es and universities in : '1982-82,  as shown' in. . “
4.7 .1 - Table 19. However, in terms of a federal preseénce in California the State's
o« 7. average of 10.82 percent of the togal federal obligations paid directly to
e, institutions between 1975 and 1982 fpughly accords with California's propor- .
©° ~ -~ "'tion of Amerigca's total population and the national economy.-)This propor=- . '
e tion- does not appear to show' any -special . gnition of, the State 8 high
P R 'quality universities and colleges or recognize the larger proportion of
' : students attending postaecondary institutions in this state than moat others

K A
. - .
e . | . . s 'y
hid . ) o K N - :

/4' T T
“' ! ‘_ M~~ ’ .' a .‘,)1\“ | \' -.,. * " . ’ ‘. C V " ' ., e .
. N TABLE 19 Federal Funds Paid Dzrectly to AIﬁ Calzfornia and
. W2 .. .. American Univergities and Colleges, Federal Fiscal
e _-,'fir~ o Years, 1975 to.1982; in Thousands of Dollars - -
. <y ' o . ‘ 'y

_ o SRR " California's ,
e e oL 3 SR - Percent of ~
~,°. . Year =~ -California, . . United States ~ , _U. S. Total

o0 1978 M 529, 184 o 4,547,191 . | 1. 64% . .. %
LT 1978 612,517 S 5,402,786 T . FIL34 . T
AR <) § 718,743 - - . $,489,735 C 411,08 v ~
S o 1978 - soz,8%g . 7,471,843 . - 10.74
e ST 1919 e 725481 T, 07,603,908 . 0 . ¢ 9.54
S 1980 ¢ .- 893,448 ' .. 8,298,118 ' . - 10.77
- P81, . - 887,222 C 7,704,329 . 1Q.87

1982 © .. 925,408 L 'f8y7oz,3so : . 10063 ¢

., . .

o / SRS the This table .presents data collected. througm the National g

CE . Sciepce Fpundattom'h "Survey, of Federal Support to Universities,

+ .:Colleges, arnd, Selected Nonprofit -Institutions." The fiscal year.
:* .-1982 data were submitted by 15 federal agencies in the form of an’

Lo ‘westimated 95 percent .of total gbligations ‘to universipdes® and o
o+ . T2 colleges and: virtually *all funding for science and-engineering oo
b e research and- Qevelopment. The agencies are.as 'follows: ‘Agency '
o ; " for Internjtional Development Commerce, Department of Defense,

. Department'of TranSportation, Education, Environmental Prqtection b R,

. ..+ "% Agency, -Department. qf Energy, Department of Health and Human o €

o h L AServices, Deputnnent of Housing and Utban Deve10pme t, Department S
Y .'.'; ,'_ :0f, the ‘Interior, Dapartment of Labor, ‘National Aer nautics ‘and - a e

LA "Space” Adminint:ation, ‘Nuclear  Regulatory ~Commission,. ‘National

T 21=ﬂ.,; .. Science Feundation, :and Pepartment. of Agriculture. The funding =

e from the beparﬁpeﬁt‘of Energy’ QOes not include the University of "
JRTREE Californie s nucrear laboratories

“e Source. Nntional Science Foundation, 1984b, P 46 _j_

’
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‘.Out of‘the §925, 603,000 that th edenif governnent paid to California - o
colleges - and universities in 1982, $648,089,000 (or 70 percent) went to ° '~Iv
science’ -and engineering as follows (National" Science Foundation, 198§b P _

\ 98) . o ) _ v M . . ]

'. Research and development., | $627,600 : | ,.";-. |
Research and development plant exnenditures 2,31%4 S

Facilities for instruction - ° C - .534

Yellowshipn/treineeahips/training grants 32,490
Genersl support . for science and engineering 6,619
Other support for lcience and. engineering 14,529

, Apart fron this institutionel eid the lergeet expenditure of federaT furnds’
to California colleges and universities is the $1.3 billion committed .by the*
. U.S. Department of Energy to the University of California nuclear laboratories

in 1983-84. Although the University receives & gratuity for. this xesponsi-.
" *bility, the facilities, equipmegt, and personnel-costs of these 1aboratories
are outnide its Education and General Expenditures '

JTable 20 'lists the top ten American universities receiving military research
contracts and shows that three California institutions are within the top
ten in terms of these projects -- the.University of Califormia, Stanford,
and the University of Southern California. The trend toward both the sciences, -
* . research, and the military for federal expenditures is’ likely to continue
i \throughout the 19§03 - : :

' TABLE 20 The Nation s TOp Ten Unzversztzes in Terms of R
. N\ Pentagon Contracts ‘ . > -

. Rank in Top 500
* " . of A1l Recipients .
| ,of.hilitary Contracts .

Fisca1 Year 1983 -
Contracts in -

Rank and Institution ‘MilTiqn§nof Dollars- g

L

. ‘.
N =

L L

1. Hassachusetts Lnsti- . -
: tute of Technology 0 15th R $248
2. Hopkins University . .- 17th. oo 22T
3.,,111 nois Institute of" R S SR i
: Technology ’ . - - Slst . IR V&
4. University of Californi?_ . " 54th ¢ ST 40
5.. Stanford, University ; . 67¢h. - 26 K N
6.. Georgia Institute’ of e . : _ « ' B
- - »Technology . ] . . .. JOth .25 o
7. University o£.Tex ] . 72nd , + 23 . ”
8! The Pennsylvania State =~ = . = . oL Y
~ 7 .University C. v Tth ‘ 20 - -, ,
9, . University of Rochester «_ .- 18th 20 -
. 10. University of Southern’ 7 oy
California L ; e '"8lst ‘19 .
\Sourpe The Center for Defense Infornetion, 1989, p.. 7s »
S P, e g - . c,
L I . o .
, b‘f.‘-”'\.i - v . - . ‘t ‘.‘68.', 5b . . '
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In. additiogeto these funds, ‘th ~ federal government supports pOStsécondimy o o

)

| . ’education gffrough vogational education grants and through "tax expinditures," ' .
«. - " 1 ° but these- are more abpropfia;ely considered in the following chapter on '

AL g{, ;Pther postsecondary institutions." . o . . |
‘.'5. .. The State of California - = I e

The State has primary responsibility for its tax-supported -colleges and
.. .. . universities but also provides financial aid of. some $60 million annually to
R , students in independent institutions. Currently it suppq virtually all
: " the expenses 9f the regular ipstruction and administratiof®of the University
- of California, the California State University, and the California Community
- Colleges. -~ a total State commitment, .including property tax revenues, of
'$3.5: billion’ 1982-83 (Table 18). This support, however, s dchly for
-+ regularly enrolled students pursuing degrees in the University and the State
e Upiversity, since the State does not furnd. "adult" or "continuing” education
' or summer sessions in these institytions.. Both segments, though, maintain
larde extension programs and offer continuing edycation, usually off campus,
Paid for through student tuition.', The State'does, however, support many of
these activities at the Community Colleges and K-12 Adult Schools. - = | o
n ‘Article I, Section 8 of the California Constitution.prohibits direct State
‘' .'ald to independent institutions by sjating that "No public money shall ever
_ ..~ be appropriated for the support of py sectarian or denominational school, -
* - or any school not‘under the exclusive control of the officers of the publig
S schools .. . ." This. section has often'been litigated, but the prepodderance _
T of decisions falls strictly against any grants. directly to institut ong. ,
~ For example, in 1978, the Third District Court of Appeals declared a 'grant .’
- _ .to Stanford-University unconstitutional™Wecause it authomzed annual.payments
a7 of $12,000 for.each medical student enrolled in-ﬁ.apecific'ptogram.\tThe, ’
. Court’ stated that "the Legislature has tried to do indirectly what it is
. " ‘prohibited by the Constitution from doing directly" -- that is, providing .
o . public funds to institutions outside the exclusive control of public school
. . . . i ' T e ' :

officers$.
“

Does this mean that the State cannot channel any funds to independent ipsti-

" tutions? No, but it must do 80 through other parties:.

. It is now accepted law \nder Bowker [Bowker v. Baker (1946) 73

. Cal: App. 2d 653) that a payment of funds in the amount of the
tuition -for education directly to a student or to a public or' ',
o « . private school on behalf of a special student, such a8 a véteran, .
-+ .. ' who designates the school of his choice, is not unconstitutional, -
- : sinfg any benefit to.a private school is an "incidental" or "in-. N o
. . . direct' effect of the direct benefit to the student (Board of . | v,
N I . w Trustees of the Leland Stanford Junior University v, Kenneth Cory, B
)" Cpntroller of the State of California (1978) 3 Civil 17100, p." =
A"6)..". "' B v ‘ ,.". L v . . .

o Thus, the State's student finanéibf‘aquprqgrams, which ' channeled $§56.2 |

't . & million to independent college and propristary school stidents in 1983-84, =

Voo appear to be constitutional so long as they encourage choice among institutions
' R4 [ * ¢ ) ) . ’ . ’ ", . . . . . v .
S L . : o '
M - . ' . ut . I , ) v )
. ,(" \ R NN L i ' . 5 7 ) PV ,. . . )
{‘ » . . o ) o [ : t B ,_!_ o B o B I
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" and ‘do not represent even indirect subsidies to specific private institutions
(Legislative Analyst, 1984, p. 1949). - = . STy -

Y

Clientele - ¢ R

~Students pay a variety of charges to. California's colleges and .universi-
‘ties -- $1,236,537,000 in tuition, fees, and charges for all educational Q
activities in 1981-82. Some of .these charges are requjred as a condition of !
admission, while others are imposed only if certain services are used: ' -

- Ekémplei of.chqrges'required.ds’a'conditiod'of enroilment:
. . . o . :

.
L

Uniﬁersit§ of California

R

‘Education Fee - Specific campus fees.
Regiatration Fee - . -. 4 .Non-resident tuition
~ Student_body fees ! ' ) -
California State University R .- Lo ) |
~ State University Fee L Associated Student Body Feeé
. Student Services Fee “ Student Union Fee
E *. (discontinued in 1985) ~+  Health Facilities Fee
Inxttuctionallwtkelated Materials Fee Non-resident tuition
California Community Colleges _
State fee for credit courses : o - e
* . Non-resident tuition L A o o
.- Community services fees 1 Coe T o
.Independent,Colleges and Universities  -'.° . '
Tuition (fees that cover the cost of instrfction)
' Fees' (charges for specific services provided to all students)

Chaéges'onf??tf certain services are used_(uéudliy applied by all | ) : ,
- institutions), but which have. a different incidence on each student '
~based on choice: ‘) ' Co

.+ Parking fees . . - L - .
Health ihsurance fees . ST - ' A
Cost of transcripts S ‘ ’
Dormitory charges o . .
. Fees for materials and equipment usped up during instruction or °
which result in a tangible product _ ' o ' ,
Fees for the use' of such private faci‘ities as golf ‘courses and
. bowling alleys C o . - R

'

Child care - L o
Tickets to sports and cultursl events

1

* As a whole, these studéiit charges 6;;:; almost Za\percent of the Educatjonal. -
and General Expenditures for all institutiops, but they ripresent ove¥ 50
. percent of these expenditures id independent 1nat;tﬂ\£ons., The reason for, - L
this difference can be seen jn the disparity betveen required tuition snd . -
‘fees for resident undergradyate students in public institutions, and student
. charges across a broad range of apdependent@€¢11ggns‘ﬁnd universities, as
. shown {n Table 21. " .. ~ ~ . Lot o

)
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. I'ABLE 21 A C'omparizon of Required Tuition and Fees for - - L
Lo . ' 'Resident Undergraduate Students in Public . .= : |

.'o “ : LT

. | Institutions with Student Charges in Selected T
T ~, Independent Institutions, Academi Year: 1983 -84
o, Catogory of Institution and Examp]e ) g Student Chor:g__
— )
. PUBLIC msnnmons e R
University of California (nvernge) ' . _ . $1 387. .
The Cnlif:ﬁnia State University. (overnge) o ‘ . 692
. - Galifornie”Community Colleges . : e : -
. High (Riverside Community College) | 200
- Low (Los Angeles City College and 36 othero) . . 0
Median - . T S : . o b4
\ : _ . ¢ - S _
I INDEPENDENT ms'rmrrlous S o L, . N
" Research Uhivoroities L ‘ ) - l, " : . N o
California Institute &f Technology . e 7,560
" Claremont Graduate ‘School - . v - 6,300
Stonford University .. [ . . 9,027
Comprehensive Universities K - ' 3
Loyola Marymount University . c, . 5,605
. Pepperdine University - . : ‘ .. 1520
University of Santa Clara : e o 5, 607 .
B Liberal.Arts~Inatitutioni .' .“v.-t ' B ) B c .
Harvey Midd College : ' o 8200 . ' o
Pitzer Colf‘ge L _ L 1,3 _ "
. Y whictder College L S . 6,861
Complehensive ﬁnccalaureate Institutions _ . . o
California Lutheran College : _ A ’ 5,010 :
. Chapman College ' . , 6,220 . .
Saint Hary s College of California - L L '5,460'_ -
Religious Inst1tutions " L _ . o o . L
..~ California Baptist College . e ' . . 3,010 ©
*  Holy Names College / _ S 5,020 - "
Menlo College . : }, o ' I - 5,970
Specializ d Institutionn ) f.'. R R N ! S
. Cogswgl College : o o 3,600 . ' -
q g . Golden Gate University . - o . T 2,550 ' "
: . - World, (West) University t" . « 4,500 j

" Note: . This grouping of 1ndep¢ndent institutions was uoed in the Commission s -
1978 report, State Policy Toward Independent Postsecondary Institytions, .

' which nelected three institutions per: grouping 48 repreaentntive of the

- groups. - . , , ) ~

e Source:’ NptionlI:Center,for Ed ntion Statiotici,'l984n, pp. 1-2. ¥

,-51.. v . ‘*:_ L
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besides students, who avail themselves of services ranging from athlgtic
‘events to:research projects. Broadly defined, the paymeénts by consumers

. appears to have constituted about one<third of the total income of Califor- ,

nia's colleges and universities in 1981-82‘(National Center for Education D
~ Statistics, 1984c, Table 1). BN | | ! - :

Of course, colleges and universities receive payment from many neliedbele 'E”'f,
5

) . ! , “'_ ( -"
" Benefactors ro : o
The current market valus of endowments among all Califormia colleges and
_ universities in 1981-8¢ was nearly $1.7 billion, with a yield of $131.4
million. . Again, public and independent institutions were distinct. According
_ . " to yunpublished data from the National Center’'for Education Statistics and
. . estimates from other sources, the State's 135 public colleges and universities -
. recorded a. year-end market -value of $450 million for their endowment (the - //
‘vast majority being concentrated in the University of California), while =~ Ty
privately controlled jinstitutions reported $1.2 billion €8 the Higher Educa- R
tion General nformayion Survey --. two and a half times as much. A rapidly
. growing source for pnddw{ents is the corporate world. The Nationa% Di!gctogx ‘
of Corporate Charity lists 620 corporations that contributed $125 milliom to
- non-profit - organizations in California during 1980, It is reasonable to
assund that the institutions of higher education received about one-fourth °*,
 of that amount, or roughly $31.3 million (Council for Financial Aid to ° %
o . Education, 1984). : . S S e o

A\ ]

] As State support has become less certain for public'institutions in California.

: ‘ during the last six years, they have increasingly used "foundations' -- a .
legal instrument to collect funds outside the regular budget of the institu- ~*T-
tion. Foundations caome in_ four varieties (those for fund raising, contract vl
education, adainistration of research and grants, and special purposes for a
limited time) but their purpose is generally the same: to raiser revenues .
outside the institution where expenditures are not controlled by regular -
budget practices. o ' . S : . ‘ e

Although four-year ianstitutions in California have long relied on alumni o
associations and foundations to raise’revenues, the Community Colleges are -

- relative newcomers to the enterprise. According to George Rodda, Jr., chair
of the Board of Trustees for the'Coast Community Cdllege District, "During
the 1960's_and early 1970's, funding mechanisms dumped money into the commu-
nity colleges “as America's outstanding egalitarian organization.” During
the late 1970s, however, funds frof the traditional sourcea declined so that .

~ "today, if you don't have a foundftion,, you will not have enough money to .

Yo - fulfill the role of the community college, whatever it is" ("Two-Year Colleges
SO Step Up Pursuit of Private Funds,"” 1984, p. 1). | ‘ : '-_ S ﬂ\

.
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* » EXPENDITURES BY PuBLic COLLEGES AND UNIVERSITIES
s ~ The State's Budget Reviey-Process for the"Univers_ity and State University

The general level of expenditures for the University of California and the . R
. California State University are determined through a long "budget rediew- ' -
| process." Both the University and the State University are considered $tate
institutions and are o#ganized as "systems" of nine and, nineteen campuses, ,

_ " respectively, under their single governing boards. Each system, rather than
“individual campuses, receives fund"through a lijne item in the State's
.Budget . Act which classifies ‘tt'l activities into’'a dozen major programs,

® roughly similar to the Progfam Classificatiod Structure illuht;qgfd in
- Figure 6 on page 35 above. . = T A;" )
) .

. Eighteen months before elch budget year begins, staff from the systemwide
.. ~offices begin discussions with campus, personnel about campus fiscal require~
ments for maintaining existing programs, expanding them, or adding new ones.
The budget process . takes two major, tracks: ' (1) the State's review and
determination of its appropriations, and (2) decisions about activities that
« are not funded=by thé State. After months of preparation, the two systems
.present their base budgets each Octobgr for.the current year, .calculate
"baseline adjustments" by estimatipg inflation and enrollhment changes, and
. request budget and program "change proposals,” which include requests for
salary increases. Althiough these change. proposals rarely exceed 15 pegeent
of ‘either segment's total budget, tHey are important because (1) they u ually-
become part of the system's base budget and may not be reviewed in later .
years, and (2) they often représent new direéctions for the institutions and
new obligations for the State. ' ' -

~

£,

Customarily, the Governor and the Departmént of Financ ce these budget
- and program change Proposals substantially and lower the baselinw adjustments
.~ somewhat. Since the ‘intyoduction of collective bargaining, the Gpvernor has

chosen to identify a certain portion of funds for an "augmenyation for

,employee,éompensation,?jrnd then let bargaining or some other profess determine

\

" the distributiog betwee salary adjustments and fringe benefits. Except fo
- its override of" Governdr Jerry Brown's veto in 1979, the Legislature has
' 'never increased the initial amount idezzfied by the.Governor
compensation since the beginning #f collé€tive bargaining.

‘
for employee

o i The Governor's Budget is then introduced each January as the "Budget Bill,"

which winds its way through the legislative process.
. . -funds ‘for the University and, the State Univérsity are
enrollment-based. formulas or by incremental budgeting,

Although most State”

generated by either
categorical aid for

. special programs represents . ysignificant portion of each segment's total -
" budget. These special progims typically receive. the most legislptive
o ——attentfomy-e—- | .ot AR A
- Finally, the Budget Bill <is.adbpted by the Legislature in June or July, and . * .
:\'bigned'b¥ ‘the Governor shortly thereafter. "California's Governor, however,
% has line%item veto power, and can reduce or eliminate, sny amount in the
. Budget Bill' before signing it into law. This authority, ccupled with the
need for s two-thirds vote of the Legislature's entire membérship to'over-.
v e " tide a veto5~hakeﬁ the Govefnor the gfnfgﬁlpfisuxcﬂiﬁ qu&qugﬁc process..
p '
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. Wpat is the effect.of .this review progess on pﬁa“pxpénl‘tuxgp~b£?;hg{univex~yfh-“ i
'sity and State UniVersity?' First, ‘it can be 'said that altho e
. . ‘funds arg-provided for imstruction and are thus based on. ehi'ol‘l.?ét’i't'{o-md.ﬁ!.

s

_ _(fig?ﬁ_student/lhculgy'ratio;);f¢xfbb;h segments, the gegments enjoy flexi~:
' bility-in distributing ‘these "positions” and.the. dol.
. For examplé, after the Stste formula defines the resoufces. for the State -
-jUnivgndi;y-at.n certain level of projected enrollment based on the level and -
'mode of instruction, the specific allocation is'determined through steps
.internal to the State Univerpity,1tse1£,;ﬂ8atic§lly,xﬁhéWStatQ‘p:ov&dea,non ‘
the average, one¢ faculty position for every 17.8 full-time~equivalent students.’

P T

' The.qnthqrizahion‘;o;establisﬁ'theie;fipp}ty'poiiﬁiénluiuﬁgiven to the .. |
Chancellor of tbe State University, whd' then apportions them to the 19
campuses according to the system's own formulas, which is not on a stgict
'17.8/1 student/faculty ratio. . Campus -administrators ‘then divide the faculty
positions among "Teaching Service Areas" that cluster departments together, -
‘again not on ‘a syrict student/facylty ratio. ‘At this point, the campuses -
'take‘into'accqynt-ﬁhe mode and level of instruction -- for example, laboratory
_ credit hours generate more faculty positionsa than do' lecture credits; lower-
.division. instruction justifies fewerugqcuﬂty'pgah do graduate ‘classes.
Finally, esch department receives its “faculty allocation,. based on its 3
projected student credit units: weighted by the mode and level matrix. At.. .
 this point, there is little correlation between the State's initial stu--
" dent/faculty ratio and the number of teaching positions in an individual '
department. In”general, the formulas génerate the appropriation levels but

do noF.gightly-coqj;rqin the actual expendi;ures,(uepninger,-197§).

In@mddition, lalthough the State's Budget Act appropriates .dollars to "line:

items" (typiéllly'to'ileruction; research, academic:support, student services,

i administration, and plant operation), both the University and” the State

University have considerable flexibility to shift funds between programs and
between objects of expenditure .(funds for personal services,  equipment, .
etc.). Both systems are exempt from several standard control sections of
" ‘the Budg1F-Act that regulate most State agencies; -and the University's
constitutional status exempts it from virtually all other restrictions on
State purchasing policies and fiscal controls’ Recently, the trend has been
tp provide additional latitude for the State University. In 1982, the State
lifted its controls over most State University purchases and released it
:from the auapicd;-of.the~CaliforniaﬁEiscal-InfprmationQSVstem -- an effort
to bring it into ‘more conformity vith ‘the state's accounting and monitorinf&
policies. R B a . :

: ) 7
- . .
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The Stptmpportionment Process for the Community quleges .

. Before Proposition 13, the finance system for the Community Colleges diftered
".significantly from that of «the State’'s four-year institutions. ﬂaving begun -
as ‘grades 13 and 14 of high schools, theé Community Colleges wer& suppérted’ -.

through a statutory formuls that matched State funds with local progerty tax
revenues. Within Califiornia's 70 Community College districts, ‘each{Board of -
" Trustees was authorized to levy-a general purpose tax and several "pep issive"
* takes on the property of the district. The maximum tax rate was the district’|
' general-purpose rate established by sfatute, adjusted proportionally by any
. \ by

62

gh- most State . i .

offars pasactathd with © .




- Because wqalthkélfiéa'hmoni'thg Community College districts,.Jocal revenues
were unequal.’ This inbalnnéeJan the State to provide apportionments which

_ - distributing mord dollars to
", For example, the State's .averige apportionment in 1977-78, just before"-

;.. Proposition; 13, wap $657 per unit .of average daily attendance (ADA), but
-, individuel apportionments ranged:firom $125 to- $1,592 per ADA. (The use of -
~ ADA for Community’Colleges..is & vestige of their origin within the public

LI . ’ « .:.l - ..' N v : . : ' . .
o R Ao . Lo : . : i, ) 'y

o A I S LI
. . slncreases. in’the -adult' population and By .¢hanges- in the Consumer: Price
... Indéx. Under thefr maximum _tax rate, the boards were free to choose their

‘tate'and so alter’their revepues. -

were designed to -equalize thef income per student among the districts by

oorer” distgicts: than to "wealthy" districts.

“#chool system. Generally; theére are two census weeks per term, and enrollment
is countéd in terms of Weekly Student ;Contact Hours, These hours dre then

+ divided by various formulas to determine -total ADA. One unit of ADA roughly’,{
- ¢quals 17 lours of attendance by one student per week for the academic

_year,)

Théﬁkéy elémént of this method of finance was the ability of local taxing

f’thhorisieq;"includiqg\Commhnity College districts, to ‘set their own tax’
. |rates on property within their territory. Proposition 13, however, limited °

' any ad valorel tax on real property to 1 percent of its full cash value and
“made the Legislature responsible for distributing these revenues. In effect,
" the "local" préperty tax had. been. transformed into a State tax with the

focus’. 6f authority in Sacramento. Since the State's hppJ&tionments were
. .earlier based mostly on the reldgive ability and willingness of Community
College. districts to raise local revenues through the property tax, Proposi-
tion 1 % only reduced property tak revenues by 60 percent statewide but
yed the basis for equitably calculating State apportionments,

alsgo d
on 13 has‘thhh.creAtedka'hybrid for the Community Colleges: a

determines almost all of the general revenues for the Co ity College
districts and provides these through general apportionments ger units of
ADA, with few of the normal pudgezing_pxocesses'used ‘for the four-year
institutions.” 'Except for "categorical programs" that assist: disadvantaged
students and those with disabilities ~- and where funds amounting to approxi-
mately $45 million statewide pre restricted =- district ddards receive most
State funds as.general apportionments. They can shift these apportionments
freely among instructional activities, administrationm,.student services,
‘plant operation, and salaries. This flexibility leads to many diverse
Practices among the colleges which frequently raisé questions and irritate

. those officials in Sacraqgnto who determine the -flow of funds to the districts. -

[ ' ..

This finance system for the Community Colleges contrasts.with the State's '
budget review pfocess and program classification system for the four-year -

‘systems which enjoys considerable credibility'withllegilgators., Although
the issue.of whether rgsources are odeﬁuate‘%s‘usuallyjprenent-wtth all

- _public segments, the Comsunity Colleges ~- unlike the four-year seg-

ments ®- are challenged by the dilemma of reconciling local authority over
" budgets with. the: State's insistence on controlling and mohitoring its appro-
priations. » Recently, the Legislature has mandated-a stydy of "differential
funding" from the . nity Colleges, in hopes of resolving some of thes
difficulties.: @ =~ 0 N0 vl oL o

fetermined finance system that is locally governed. uBasiEplly, the
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‘ﬁ‘Not surpxiniqgli}f;ﬁé 2ix years iince;ﬁropositiég 13 have bréughc a steady
_stream of chargey in Community College finance! S

oﬂklp 1979, Alpelbly'ﬁtllasfreturned the districts to an ADA-based formula -
after they received 'block grants" regardless of attendance in 1978-79.
. It contained a strong equalization formula and an "incrementsl cost"
" ., provision that provided no-gwhnt‘leql\than eablf district's average revenues
-per ADA for enrollment -growth and jubtracted lesa than average revenues
per ADA for declines. This was ddsigned to lessen the purely fiscal
incentives for growth er unwarranted reductions for enrollment losses.

o In 1981, new legislation continued most aspects of AB 8, except that the .
reimbyrsement rate for non-credit ‘ADA wds reduced, certain kinds of
‘non-credit courses ‘were eliminpted from State support, and funding for
enrollment increpses' was "capped" and based on specific projections for

" each district rather than for the State as a whole. Woven throughout all
"these ‘changes were- special factors designed to apportion more funds to
certain kinds of distyicts: large district aid, small district aid, .
‘small college aid, an fqualization exemption factor, and additional funds

“to districts with large numbers of needy students. The thrust of all

these changes was to centralize more fiscal decisions in the State capito}.

e In 1983, the latest finance approach was‘hdépted;';iiah terminstes in
1987.. This legislation based cost-of-living adjustments (COLAs) or the
increases in the Implicit Price Deflatdor for State and Local Government

" Purchases of -Goods and Services. Changing the earlier "squeeze" approach ﬁiéﬁ?ﬂ
toward equalization, the new legislation equalizes "upward," guaranteéeing . i

a certain minimum revenue ppt ADA to all districts and providing modest

increases to districts belog§ the statewide average. No funds are reduced

"from the budgets because enrollment declines during the yeag.the drop
. occurs, but enrollment™§ h still generates extra funds'iumeﬁiately, at
. least up to the "enrollment funding cap." The legislation continued the-
" prior policy of providing State funds for noncredit courses only ‘in the

v

nine areas offered by the adult schools. . | e

»

e Tinally, legislation adopted in early 1984 imposed a "first-time- ever"
. State “fee of $50 per semd¥ter on students enrolling for six units or .
 more. Although the struggle over the fee was bitter, the earlier legisla-~
-tion fostered a concertéd effort by the Community jiblleéges themselves to_ .

solve the ‘.‘;«ins problems of achieving equalizat§f§f and funding enrollment -

¢

changes.

' Ay
4 . \,

According to Chancellor.Gerald Hayward of the.Cbnmuntiy Colleges, the ﬁast\; g

decade has witnessed a "roller coaster‘pattern' because of eight different -
".changes in their finance formula: "The past decade [has] been one of extremes .
and instability for the Commigity Colleges. The decabe began by Co puhity
Colleges receiving » sizable funding increase in SB 6 (1973), followed by -
accelerated growth, decline, growth, and finally because of budget cuts the
‘past two:years, decline" (Assembly, California. Legislature, 1984, pp. 1rd).
Unfortunately, the hope foy an 'end to this "roller coaster" will likely
i . prove elusive without some solutiod to the dilemmsd of a State finance W?stem

imposed. on 1ocp11y governed and extremely diverse ingtiQutions,,
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_are not set in Sacramento. -~ has been: disappointing. . In San Francisco v.

s Farrell (32 Cal 3rd 47, 52-53), .the California Supreme Court ruled that a
.~ local ‘entity ¢tould impose. a tax,:the proceeds 6f which could be used, fox
- general purposes without having to obtain a two-thirds vote of the electorate -

as specified in Proposition 13 (Article XIIIA of the California Consnitdtiqg%.'
' Despite this, Legialative Counsel opines that' this technique is not available -
- to :E:'Comnuni;y.Collegeq without lefislative action, which seems unlikely..: /.
"Altetnatively, the only source of additional funds-from local taxpayers is::
through the two-thirds approval of voters. While one Community College /

district and 12 school districts™have.attempted this, only four of the
school districts have succeeded. Judging from the experience since Proposiy
tion 13, it appears that a §pqte-dqtg;miﬁedgfinance system will be~permane?t:
for the Community Colleges. ~ * ¢ . , e . "

L ) @ . ;
.+ Annual Expenditures in the Public Seqments of 'Postsecondarhducation
“!' . .‘Tables 22 through 25 'detail the total expendifurésjof the three public -
. segments in 1982-83 as summarized.in Table 18. The different missions of -
s thef)QEge public segments are readily appaﬁipt in the different proportions
. of each budget devoted to various activities® ' ' S :

. g A i 4
- The University—gg'CaIiforJ}aé U‘de: the Master Planz the University of
- California alone conducts State-supported research. s shown in Item 4 of
iable 22, the University's "Organized Research" totaled $118 million in

982+83, of which more than 398.9'mi11ian came from State General Funds. In f

}/{ addition, funding from a variety of sources permits the University's teaching
" . loads to be roughly one-half those st the State Unfversity, allowing its
faculty additiongl time for research. Although the State provides impressive

. amounts for research, these funds are overshadowed by the enormous volume of . 5

_ v .

contract and grant monies which are attracted by University teaching and .
research faculty.(Itedt 13). There is no otlhler state-supported university in
Améri¢a that attracts the same volume of resear grants and, contracts as
does ghe University of California, although reseatrch expenditures per :faculty-
- membeg in:1980-~81 were higher in.New York, Texds, and Wiscénsin (Haisteadj
. and McCoy, 1984, p. 45). - ' - o b -3sf
Co b : ' : T e ‘ "
The-Master Plan also granted exclusive authozrjty to the Uniéersity.tog ffer
doctoral and professional degree educatfon, Wspecially in law and the géalth
' sciences, ‘igcluding vetérinary medicine. As shown din Items 1B and 3 of _
. Table 22, the University expended almost $830 million in the health sciépces, .
o oj&qpicg,;wo-thirds came from patient charges in its five hospitals. | The
18t gest ginglé expenditure ‘in Public Services (Itei 5.) if for qgricult\:gi.
extension services. s { ‘ - o : :

v oo *'6%5 California State University: .With more than 300,000 students, the State
. : : 1

. .. and it8”19 campus®s span the spgttrum from urban-commuter campuses .to resj~

\ Lt deéatialiryral institutions. - Its primary function is ‘to provide instructigqn-

oo e - to undergraduate and graduate.students in the liberal arts and sciences, ih '
- .- . applied fields, and in various professions -- especially teaching.” It is"

% .. ' . )uthorized to grant bachelor's and mastet's degrees, but doctoral gegree

| N - May not be awarded except jointly with other universities.-The information ' |

N " A . . e i\ ! a M . " : v , o
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TABLE 22 rrotal Expenditures, Unzversity of Cal%fornia, 1982-83 L
: Percent of Budgeted - - -

»

19, Extramural *ogram's ',

A. Contract®d Services
or Restricted Programs

B. Departaent of Energyf» |

. Laboratories

{14, TOTAL, EXTRAMURAL PROGRAMS
" 15. TOTAL ‘EXPENDITURES

" Total, Personel SerV1ces**

Operating Expenses and
-'Equleent _ [}

'$ 644,990,000
j¢331o000_

r'3zx 000
",229 000

2, 483 000 ,

$1, 0:3 105 ooo

total expenditures . '’

- *Supported through studeint. charges or oth r fees for services.

**Includes salaries and wages, sCaff benef ts, and’ e imsted salary ssvings;

Note

, Uniform categories in fiscal’ reporting to,the
the three public segments of higher education,

te ‘are not used by ;

In order to display roughly

.comparable categéries, the segnent-specific categories in the official "
doguments, have, in some instances, beén combined and, in other instances,

have been dissg;regeted -in this teble

Source:

+ 4

Adapted from Governor g Budg__, 1986-85, p. E-124

__Program: T Amount I Expenditures .
1. Instruction. S '$ 760,832,000 . "' 31.8%
- A, General Csnpuses - $476,044,000 . Co -
"Health Scienceg ° 221,602,000 R
C. . Summer Sessions* | 8‘218 000 ’
- D. University Extension* . }_54i968 000 T
2., Academic Suppo:t ©ow T 187,497,000 | 7.8
A. Libraries = .- . - 88,017, 000 L
B. Other SRR ¢ 480,000
3. Teaching Hospitals . : 602,991,000 © o 25.2
4. Organized Résearch . 118,453,000 5.0
~S. Public Service - 61,273,000 - 2.6 .
6. Student Services 107,440,000 4,5
7. Institutional Support .: N 15@;717,000 h ) 6.5 _
8 Plsnt Operation and’ ! C o . | S
- tenance = | * . . "152,746,000 S OV S N
P el e\
9. Stud nt Financx 1 A1d . o - IR '
(Vniversity sources) .. 49,742,000 2.1 :
10. . -Auxiliary Enterprxses* | 1162 830,000 - 6.8
11. Special Régents' Programs .- 32 387,000 1.4
'12.J TOTAL, BUDGETED»PROGRAMS .$2 90 908 000 55 0% of




TABI: 25 Total Expendztures, The Calzforn.za State vmversity,

Lot

- N - =
- R
.

_ 1982-83 . '
#r,ogram - Amount | ;] . Proportion
I. Imgtruction ™ - o/ s 651,683, oooi 51.8%
| A Regular N\ - fe3ss3toeo o .
. B Summer 10,579, ooo SR
. C. Extemsion . . 6, 573 000 A PR
2# ‘Academic Support 116,855,000 9.2 "
. - v ' v . L. . ¢
. A, Libraries 58,603,000 - . L.
B. Other.” 7 ,58 252, 000 Vo o
3. Publi¢ Service o000 T o
4. Student Services Y . 145,931,000 - 11.6
5;__Institutional SUppOrt?. " '.‘ . . 165,398,000 . 13.1
6. '.Phys-i:cal Pladt Operations.  ,. . 128,643,000 " "10.2
g. Independent Operations . | e -48;213,000- ':5'3;8
_3. Aﬁxiliary Organizatious . - ) 229,300,000 - ; 18.2 “;-d
9. TOTAL EXPENDITURES o ©.$1,257,500,000 100.0% ¢
; Total, Fersonai Servic;ag** | ¥ 981,875,000 |
Operating Expenses and Equipment - s 206,977, ooo
*This item is usually included under "Instxtutional Support" but is separated
here to conform to the format ‘of the University of . California
| **Includes salories and wages, staff benefits, and estimated l@lary.savings. .' ’
. Note: Uniform categories in -fiscal reporting to the State are not used. by the .
three public. segments of higher education. In order.to display. roughly: '
x comparable categories, the gegment-specific categorie% in the-official
~ documents have, in some instances, been combined and in*other. instqnces,
have been disaggregated in this table.y e : , .
Source Adapted from GoVernor 8 Budg t, 1984 85, P. E-165. Lo, f T
“ e U : \ ﬂ o g
- _ ‘ . " -
20 T e . :
, ot ] - . . gtk =858 “ " .
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pacseranys

- on Line 1 in .Tdble 23 reflevts thewe Histriction represants 51,8 oo

percent of the State University's: ‘fi7¥é$§gpﬂ¥¥#t§ﬁiﬁﬂﬁi&gfphgjfnsbﬁnpt$§ﬁikfh*'af; e
. ‘proportich is considerably lowey:(31:B:pércent) at the Uiiiversity.of €alifor+ .~ .,

totipEfer sxpensive. doctoral Programs -

.~ or advanced training in the health sciences, 4ts"1982-83 General Furd expen- -
- difures’ divided¥dy full-time-equivalent studeénts ($3,609) is- below the
national average for four-year institutions (Th® California State University,

.~ 1984, p. 245). Its proportions of the budget repreéseited by student services

'(11.6 percent shown on Line &) .appears-to bé' higher than in other comparable.

nis. Because the State University déks hokioffer xpens

1)

institutions; while "administration" (Line 5) and physical plant operations ' .

~ [Line 6), which together represent 23.3 percent, appear to be somewhat below
. thers. The pwoportion of the State University's budget, for personal seryices ‘. “.
"asically salaries and fringe benefifs) is far larger than the proportien -~

of the University of California's budget, which includes more operations and
equipment funds (see Table 22). - . - SN t o

B M
] ot ST e Y
ooty
.

. \ -

f

The Céiifgrnia Communiby'cblieges: “Table 24-dispiays the Community College - a

espenditures by object, while Table 25 displays these expenditures by general
areas. The largept expenditure categories for the Community Colleges are
_salaries for certificated personnel, which includes primarily imstructors
and administrators, and for classified personnel, who are typically staff
who provides support for the instructional program and other activities of
-+ the collegés. As seen in Table 25, the salaries and benefits for classroom o
", instructors alone represent 53 percent of the "Current Expensé of Education"
-- a proportion related to the fact that State law requires-each district to. -
spend at’ least 50 percent of its expenses for these balaries and benefits.
Instruction and.-instructionally related expenditureés (including rtudent'l

services) represent over two-thirds of all expenditures. : '

Annual Budgeted Funds for Capital Outlay
| b i

Unlike the support budget, where the State's four-year and two-year segments
‘differ, the University of California, the California State University, and
" the California Community Colleges approach the. State in.the same way for
capital outlay funds. All three degments participate in the Capital Outlay
Fund for Public Higher Education (COFPHE), which receives annual revenues -
'from the leasing of the State's tidelands to- oil companies. .In addition,
' they recejvé considerable dmounts from non-State sources. L :

 The three segments present their requests to the Department of Fiance -according
to priority categories. The Department and the Governor then decide on
those projects to fund in the Governor's Budget, which are forwarded to the
Legislature each January. Finally, the Budget-Bill 'is adopted by the Senate.
and Assembly in June after each project has'been discussed and ‘the, appropri- -
ations are ejther includéd, deleted, or altered. 'As is true-for support
items, the Governor. 'can still veto capital outlay projects before signing -

. thé: Budget: L T .

¢

. During the pidst ten years, the segments -have relied.bn‘deveral-other public .
- gources besides the COPHE fund: . the University's 1972 Health Sciences . .
Facilities Construction Bond Act, a local property tgx override for Community -

. College projects, State bonds for the Community ColReges in the early 1970s,

- and self-financing facilitisq'luch as dormitories andi{student .union buildings.
_ Qver,the dscadc, revqpuet.frou these sources. have: decfeased. California .- 'gh;
R T B - T

68t

- o
i




J'ABLE 24 Tatal Expendztures for 8upport ot‘ Current Operationg e
RO L .by Dbject, Calzfomia Commumty Colleges, 1982-83 . - i,

N RN .' L . . _‘1 e
LR e e e [N T _-'
e . . L . . oo

"

- '.":_' Object / .-'j _ f Amount " _Percent
. fﬁi=f*:kffi} -Certificated Salariea [h‘ : l : ;'ﬂ;i $° 829,514,010 : - '47}£2:'. .
e : S et SULRETR TP SR
A ACIdssiﬁied Selaries @.3713011,977" 2.2
.. "3, Employee Benefits ' J o . 213,647,006  ,%i,12.2 -
2 . 4. 'Téx&bdokq and Library Books  {w . " 2;763;565 "57:' 0.2 .
‘.‘A 0 . B . ¢ - ‘. . . . . : | . ' L . \“:'
$ . . % "as. .Supplies . _ . o+ . 55,563,116 i, 0 3.2
CRE A '~ 6. Equipment Replacement ' - 62,505,206 ' '
v “ 0 j.. .‘. '- \ | .. '.; N . T N ‘ I .'.- .-o' ..i | - ] R
. -Other‘opcrating:Expgnses - e 185,Q03,248-__ : 10.6

"' 8. Self~Insurance Fund - e -‘-ﬁA"'HA’13*9615856. 0.8

9. All Other Operating Fund Expenditures R 73,@92,757,' N 6.2 -

©_ '10. TOTAL EXPENDITURES'FOR - . .° .7 . .o
- * CURRENT OPERATionsg_IQBZéBQ - . _;§1,748,422,739 ..1oo.oz',
a l . .., .. q.- . - . - . N . )

-
o~ . % A B .
« . s

*Includcs the Cafeteria Fund, the Chlld ngelopment Fund StudégL ﬂealth o
-Fee: expendltures nnd qll other funds expenditutes .
vt -t . '-5.’. L ) . Sl ". . . ; . ,’\.

I EUUL lNQté~ Untform catogories 1n fiscal reportzng ho the State are not used - by
a0 -~ the three public .segments- of higher education. In ‘order to. display roughly

w . -, . -comparable categories, the segment-specific categories in the -official
"4 A | documents have, in sbme instances, been combined .nd “in other instances,

. J‘h " ‘have beem disaggregntéd in. this table. .

AN

‘e . * . , [ - \

b 1 Sgurqe: _Cblfforpia”étuﬁg Coﬁtiﬁllér}“}984,'PpL XI,'?1h. . ;;3 o e
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TABL: 25 Totul Expenditures for 8upport of cUrrent Operatzon
. by General Area, California Conmunity Colleges, 1981482

s

' . oo 7 . \
. A R v,
-

*"Institutional Services" is a conu

Making," "General Institutions{\?e ices," "Community and Ancillary Servicee," i

+ and "Other, Capitol Outloy "o\

_General Area - __Amount - PE?oent
uumAmnmunfh\ U ) o
Inattuctionol ‘Activity . ~ . ~ § 808,689,692 48.76%
o Inotructioool Relgted “ ' R . -
N “Instructional 'SﬁpportIServicea',‘ 166,410,781 . " 10.03
" Coungeling and Guidpace . 53,815,208, 3.2
*. =~ Other Student Services - " 1,157, 492 6,29 .
" Institupional Services* .. 164,060,700 9.89 |
Maintenance and Operation of Plant 101,456,671" 8'12 L
-Auxiliary Operations - 36,448,327 2.20
* Other. ' ) 301,965,898 18,21
TOTAL, Salaries and Benef\its : $1,293,638,385 ~ @ 84.54%
OPERATING EXPENSES. - - T T
Instructional Activitiea - .’s , 44,057;935 S 2,66
Inatructionel Related Activities : _ '31,975,931 ' ‘ 51.93 - 'fJ
ALL"Other Opegating Expenses 180,345,978 10.87
"TOTAL, Operating Expenses $ 256,379,844 U | lS.bf% o
- Salaries of Classroow Instructors** § -794,412,168 R -
Curq.ut Expense of Education (CEE)** 1,499,362,975 S
Sglaries/CEE** . » ‘ . - ' ,52.98%
TOTAL EXPENDITURES FOR. - IO
CURRENT;OPERATIONS, 1981-82 . ° - $1,658,418,912 100,0%

ruct consistdng of "Plaon;ng}and.Policy

v

.
. . . ‘ . . s ] v .
- ’ " L ._ ' ' i . i ... . 1 A ’
‘ . - L '-‘. ) R Rt \ '
P S PR ‘. o Y X
N . . " . s . N [
o et e N «

. * - i

~“**According to Education Code Section 84362(a), the lalcriel and benefitl paid
to classroom instructors must exceed 50 percent’ of - eaca diatrict's current:
expense of education, as define in Section 84362(b) : :

'ﬁ LN

' Note: Uniform cttegoriel in filCll- onK ing to the State ‘are not used by .,
~ the three public segments of higher education. Ih order'to display roughly ..
. comparable: cotegoriel, the legnent-opecific cate;ories in the official
documents have, in some instances, .been conbined end have, in other instances,
been dioag;regated in 'this teble‘ ,

” ‘ ) A

Source: éalifornia State Controller; 1984, p 711, and Califbrnia Community
Gollegeo, 1983 . w o ‘
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voters defeeted & $150 hillion Construction Bond)Act for the Community

Colleges in 1976 -and Proposition 13 elimjinated a special property tax for
capital outlay thqt each district could levy to provide its portzon of

construction projeqts. . The Univerlity 8 Health Sciences Bond etpendxturea '

declined from-a high of $65.6 million in 1973-74 to ‘$.5 million in 1982-83.

Fiﬁally, the Legislature diverted funds from the tidelands revenues to .

. support the General Fund during the 1981-83 recens1on, thus limiting stater
nupported capxtal qutlay even further, . _ Ty R
A: shown 'in Figure 8 on the next two pages, ‘the amounts»of funds budgeted
for capital outlay have ‘been much more erratic than have expenditures for

: the support of current operations in higher education. This results partly -

.. from the changing. teeds for qepital outlay and partly from the varied mix of
oL " State and non-state sources. From the State's standpoxnt, the following
highs and lows in. budgeted levels for public poataeconddry capital  outlay

o S over - the past eleven years appear most relevant ‘ I .

.

| 'Highelt budgeted level for all »

. instifutions from all sources $353.3 million in 1973-74
Higheat amount-g% State reaOurces- : ¢ ! o : . .
(funds plus bonds): ', .. §208.7 million in 1973-74 -

.
)
~ . . .
h o ’
. . . - . . . s

. Highest amount of*State flinds

.. o (excluding bonds):i -+ %+ §88.3 million in 1977-78
Lowest budgeted level for all 7 o ,
- ;dnstitutions from all sources: . $115.5 midlion in 1979-~80
'Loweat amount of State resources _ '. C " _.~9'
(funds pluu bonds): S : .S 32.7 million in 1981-82
$ S _‘Lowest amount of State fuuds c 3% |
R : fexcluding bonds}: ‘ S _ $ 28. 3 millio in.1981~82‘
. Despite this erratic pattern, both Figures lg-and this 8 ‘ry suggest that
the years can be divided into three major phases for State¥supported. capital
-outlay funding in all segments: (I) large am s budgeted .in the ‘early . .
. 197083 (2). declining amounts in the late 70s ‘gcontinuing through the .
~ L ' receslion of 198&-83, and (3) increaued approgriation begiunipg this year.»{

Lo ; '
o In addxtion to theae chungen in the agpounts. available fb; capitay outlay,
‘the kinds of projects. have changed over the past.decade. During the early,
*1970s, most of the fuudu were committed for major construction ~- new build-.

A ings, major additions, ‘and ‘large-scale ptrojects. During the years between .,
R s 1980 and 1983, however, a smaller propgrtion of State funds were used for

: . nev fncilitiel /and more_were devoted to rquodeling for handicapped - -persons,
e ‘renpvations, (;d small prodecte classéd under "minag capital outlay.. Noy,

.major sfacilities have again assumed center stage: .the largest item in the

. 198%h86 budget for the Community Colleges was a-nq¥ classrgom building for~ .
the addleback Di;trict, and 90 percent of the {pfite funds for the Univereity
of California lnvolved new conetruction. jtx , R ‘)

L
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P‘IGURE 8 ,Cdpztal outlay Fund t‘or the" Unfverszty of Calzt'omu,
- "the califorhia State Univergity, ard the Ca11f0m1a
/ . Commumty cOlleqes, 1973-74 hrough 1983~ 84 AR
S o R  SOURCES
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350 - ' ' i
’-1 . R
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. . o ,
‘ - 34.8 | $194.4 - ‘ <
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$106.9
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$66. 3
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Non-Statze and Non-Federa1 Funds | _
Federal Funda ' o _ : -
State Bonds ™ N A , $296.4
State Funds \ S
~N ' * » .
' 222.7 ff
$6503 '29 a1 .
| | 8 -_ 54; . 5103.4
. 3380
. .$37.2‘ _ | . $28:4. . L
| — 1 LS - 1 LV
. 1979-80* 1980-81 1981-82 - 1982-83 1983-84 - 1984-85. -
< . LI L . - \ t . . .
: o
o California Maritime AcAdemy and. s o
3 Hastings College of the Law L LA g K $346.1 0.7
B California Community Colleges : S 27.4
| - lll Thé California State Univgrsity " . 9296 .4 §9106 54212
‘ ' University qf California . R $32.4 1
3 o 81879 50,00
27 Ml | sz
3;:; s106.8 o0 v | [|][ls33.0] - | 2758
- $' ' $5.‘6 . ) 4 4 : -- . .- [ ‘
L $32.5¢ . o : \\ .
si2sv2f ] | | ,
M ‘. $108.5 $142.7
. ‘ buv‘ ‘ ' l'. i l g ; f ) lll .
- 1979-80 ' 1980-81" . 1981-82 ‘ M ' ‘1983-86 1914-85
“ '* . , ' 7 3 - .
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. . . “‘2“. | } . ' . . | . - .
Despite recent declines in Sta't'e ‘support for capital outlay, California ' 2 ‘
inatitutions have been’ fortunate in the "pay as you go' policy adopted by

A the State for much of its construction, priparily supported by the tidelands ’
0oil revenues. In most states, facilitiea are supported through bonds or ‘
- tuition charges for capital outlay, not appropriations from the Geheral o ’
" Fund. Nonetheless, both California's increasing needs in this agea and the - 7
long-term depletion of oil in-its tidelands suggest that its institutions -
must look to new sources to support capital outlay. This trend is evident
. the State's adoption of three piecep of legislation: * -
The-High Technology Education Q}tenue Bond Fund SB 1067 (19839
The Libraries and Related Facilities Bond Fund, SB 1905 (1984) :
Revenue Bonds for High Technology and Related Fieigs, SB 1504 (1984) ..
AWl three bills authorize the sale of State bonds after new facility projects
have been approved by the State, with the bonds to be repaid by the institu- S
tions themselves. ' Such a trend is ‘congruent with the emergence of 'creative
' financing" among public organizations. A recent publjcation by the Municipal
Finance Officers Association describes ‘the trend as follows (Peterson and
- Hough, 1983, p. 3): : : .
Many ‘of the new techniques . . . have histerical antecedents in
. the taxable-security capital markets, but typically had not been _
~ put to use in financing public capital expenditures. ‘In other ' e
o cases, the creativity comes in devising a new set of relationabips
. - thatl combines the unique tax-exemption features (and lower borrowxng ' _
* - costs) of state and local .obligatiohs Jith.other elements of - ~-
»  economig return that are typically associated with priVate ownersbip R -
of assets “ e e _ . - ) ‘ C
. . o/ / . -
¢ » Creative financing techpiques have altered the tradrtional relation-
o ships. They have dealt with rearranging the standard borroW1ng \

)2~ : . Jransaction in one or mdtre of the following four ways: Y -
) ' == gshifting interest-rate risk- from 1nvestor to borgower [through

| variable- ratea],

A oo ) . v '

\ .-~ enhancing the creditworthiness. of borrowers by shifting credit-
' ' related risks to third parties [such as insurance companies or

P

governments]; . - | g ‘.‘. -?
§ - 1ncreasing the typel of returhs availa;he to investors beyond e
' /f ' ' . those available from the regular receipt of interest income . .

. payments [such as through zero coupon bonds or leasing arrange-
- ments whi'gh transfer tax advanfages, through depreciation to :
investor groups [such as bond. nutual funds].

‘Although inatitutions of. higher education have not proceeded as far.in
. "creatively financing" théir’ facilities as have many local governments, it
appears safe to predict that they will explore several of these avenues if o
\ ‘ traditional aources fail to meet their neéda. A : /!

-
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A Indepqndcnt insutunon& have been assist‘,ed wihh capital, .outlay proJ ects by

S e T ghe Califon};ia Educational Facilitxes Authohty, 'which ‘was established in
' arch 1973 to issue revﬁnue bonds for nonsectirian education facilities..
_ Throligh sale of its t!ax*txetnpt ‘instruments,’the Authority provides lower-cost
: , financing to these institutions tha\ t.hey could" secure’ pcherwxse. .This is'a
. - trust act.j.vit.y. however, that involves.no.direct State' expendl.tures, and all
etpensca must be paid from revenues and other money available to. the Authority
* The history of. these b?nd funfd is displayed in Figure 9 - N

o S '
. FIGURE 9 Calzfomla Educatzonal Faczlztzes Authorzty Bond
Funds for Independent Institutions, 1973-74 to

ST | 1983-84, in Millions of Dollars D
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'Annual Exf:enditures of Independent Colleges and Urilzersities

The Commission has encountered COnsiderable diffxculty in obtaining any
reasonably current revenue or expenditute data’ from the independent colleges
and universities in California’; During the 1970s, the Commission publishe
two repits on the financial condition of these institutions, wliich were
based on extensive data collected especially for these reports by John
Minter and Associates, These data and information from the Higher Education
General Information Survey provide fiscal data from Fiscal 1976 through

'? 1981, 'but the Commission considers this informption insufficiently cﬁrrent
. to be .appropriate for presentation here. -Data from the Commission's current

study on the financial condition of independent institutions, when available

in final’ form, may be included in the policy p#per that will stem from the

Commission's "Prospectus" project. :
¥
¢
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- SIX

~ CALIFORNIA POSTSECONDARY FINANCE
BEYOND COLLEGES AND UNIVERSITIES‘

The financing of postsecondary opportunities outside colleges and universities
has rarely received much attention in government circles. Recently, however,
State officials -have had more interest in adult education and lifelong
learning, partly because of the growing student demand for opportunities
there, and parti& because some institutions facing retrenchment are aggres-
sively seeking new clienteles (Millard, 1980, p. 26). Although not ideal,

- the term "adult education" is perhaps the best single phrase to describe

most of the learning outside regular instruction in colleges and universities.
. . o . . ." »
» t

DEFINITION AND EXAMPLES OF ADULT EDUGATION

]
AN

)Sincp anyone over 18 is legally an adult, the term "adult education" needs
to be distinguished from other postsecondary efforts. Grover Andrews defines
it as instruction designed to meet the umique needs of persons who have
either completed or interrupted their formal education and whose - primary
occupation is.not .being a student (1980, p. 110). When the field of "adult
education" wag emerging:fifty years ago, it was justified as promoting "the
enlargement of the personality and the ‘quickening of life" through remedial,
occupat1onal liberal, relational, and political education (Bryson, 1936, p.
17). 'Much of that holds for today, but most contemporary definitions stress
that "adult education" is aimed at those individuals beyond the agé when
most students attend college and at those who are enrolled part time ©r- thus’
~excluding many ré-entry students and those in "recurrent educat1on who
pursue degrges full time. -

. As’ shown in. TabYe 26 adult educatlon can be divided into avocatlonal

intellectual, and occupational categories .

- ADULT EDUCATION OFFERED BY PUBLIC INSTITUTIONS

Among" tax-éupported institutions, adult education as defined above is offered
at public expense only in the Callfonn1a Community Colleges, the Adult
Schools, and' Regional Occupational, Centers. Nevertheless, through °their
‘tuition=-supported "extension" programs, the University and the State Univer-

- sity annually enroll more than 40,000. students, primarily in continuing ‘and -

avocational eddcation N

\i.

Among the 70 Community College distrlcts, adult education cannot be neatly
separated from other programs{ However, some results from the Course C13391- ‘

\ e
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npu 26 Varieties of Adult Educatzon
* AVOCATIONAL -

Areas of Interest: Y

© " Poysical
Social

Artistic/sesthetic ' ' /

Kinds of Courses: o , -

. Recreational ' . I RV
-~ Physical educstion . ‘ Y .

Music and theater

Textiles, clothing, and jewelry as a hobby ¢ ¥
Culinary arts

Foods and nutrition

General interept

Self-avareness

Spiritual

Personal financial management

hn.u'o'l for travel abroad

" Purposes and !’Fcucon oo

Enhance cultural agd leisyry activities
Little need for credits, crhbdentials, or dqnu

INTELLECTUAL o L
Kinds of Courses: . I .

Language and civic training
Basic skills

Purposes and Practices:

Education to promote oquality and opportunity
Provide snother chance for those by~passed earlier

* Compensate for prior dtudvanugu

., Assist indfviduals to éater the v vorifbtci -
Facilitate social mobility -

Provide the basic language and uthouticnl skills nocetury

to survive:in America
o . \

OCCUPATIONAL - . \ -

-

Areas of Interest: S

Entry-level training _
Retraining for displaced workers
Continui” education

Kinds of Courses: e

Lesrning minimum skills }or_’variou- jobs
Using existing skills in other occupaticas
Recognizitig business opportunities : SR

How to uss computers in business and 1udult.ry . 1
Effective management techniques

Inproved written or oral commicationf,
Lsbor/management ‘relations
Improved tesching .

Purposes g_gg Pu.cqc._ . v
.Bu;m more i'-ploynblc y - o

Continue professional. education,: A
Develop personal and management lkilll

Adapt td uchnologicn change in ohe's occupnuon \ i

Retrain quickly thése workars wvhose jobs have been .
eliminsted perminently thiough. technolo.tc.l chm;e *

Intellectusl -u-uhzion ‘

Iuhmpu creativity . LTy

Source: Adspted from Pl.clmu. 1983. PP 243, .
~70'-' , ) EUCEL A
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fication System, recently implemented by the Chancellor's Office, suggest
that it represents an increasingly large share of enrollment, perhaps more
" ' *  than one-third. A study, conducted by the Commission ¢f remedial education’ :
offered in 1980-81 identiffed 18,799 Commudity Collegé\:ections of .courses L
-t in English and in remedial reading and writing, with a total enrollment of , -
211,848 ‘students or 45.1 percent of all English enrollments. In addition, h
sections in English as a second language numbered 2,373 with an enrollment
of 58,934, numbers which have likely increased since that time (California
Postsecondary Education Commission, 1983, pp. 80, 88- ~89). ..Through these
courses, the Community Colleges make an 1mportant contribut1on to the £1e1d
,of adult education. - . S e

California"~Adult Schools, estab11shed in 241 unified and h1gh school

. districts, are a distinct administrative unit of these districts.. Their
purpose is to improve literacy skills, employability, pa;ent1ng abilities,
and meet the special needs of individuals such as the handicapped, older
persons, and non- and limited»Engllsh'speaking adults. In 1981-82, more
than 1.5 million enrollments occurrgd in these gclasses, which included
624,359 in Adult Basic Education, 25& 164 in vocaZional training, 105,510 in
programs for older adults, and 105, 048 for handicapped adults (GOVernor s
‘Budget for 1984-85, p. E-7).

"Regional Occupational Centers and Programs provide vocational training to
high school pupils and adults. Of the 67 in 1981-82 which enrolled 91,456
.students, 41 were operated by county superintendénts of schools and 26 by
districts, mostly through joint powers agreements. Courses cover a wide
range of job-related training and are conducted in facilities on high school
sites,.in the centers themselves, or in cooperating businesses (Office of
the Leglslatlve Analyst 198&, p 1542).

CHANGES IN STATE FUNDING FOR, ADULT —
N SINCE PROPOSITION 13 - |

. . i
Since Propos1t1on 13 and State reduct1ons in the early 19808, the Community
Colleges and the Adullt Schools cannot sfecéive State support for avogational
courses in.the strict sense. Most distyicts, however, fund these activities
by charg1ngltuition and some have expandkd their programs considerably. In
terms of State-gupported offerings, the districts have concentrated on basic - ’
skills courses and vocational programs, - of which the Commun1ty Colleges -
offer both kinds for credit and non-c27dit

Before 1978 the Ad‘lt Schools offeréd a wide range of courses in -all three’
categories of adult education. Sidce thegy State support’for the Adult
Schools (and, since 1981, for Community College non~credit programs) has
been limited to programs in elementary and secondary basic’ skills, English -
as a second . language, citizenship), adult training for substantially handi-
capped persons, apprentice traininfg, vocational training with high employment ,
potent1a1 survival skllls dn olde adults, and parentlng. .




‘. ‘As h‘%wnfin Table 27, these restrictions.had a major impact on enrollment,
especially in 1978 when the budgets of Adult Schools were cut severely. .
During that year, their enrollment declined by.71,875 averaqf daily attendance
or by one-third ~- a loss which they have never regained: Table 27 also
- indicates that their enrollment has not even returfed to its .level in 1974=75,
even though it has grown slightly since 1978-79 ---an increase of 9,503 ADA
through 1982-83, or 6.5 percent. In contrast,.the growth of average 1y
attendance in Regional Occupational Centers and Programs has been steady
since 1973 with only a slight.interruption during the year after Proposition
13, - ‘ ' , o

Table 28 shows the income and expenditures for California's Adult Schools
between 1980-81 and 1982-83, the only years available for reliable statewide
data. The small change in income during the last two years reflects the .

" State's .decision to elimjinate cost-of-living adjustments for the public:
schools in the 1983 Budget Act. At the same time, federal revenues under
the Reagan administration declined from $13.4 to $11.7 million. Although

- salaries and benefits increased slightly in fiscal 1983, the . expenditures
for bopks, supplies, and equipment wereireduced by $2.2 million, or by 17

percedg. This pattern is common during periods of retrenchment.

L4

.

v,

TABLE 27 Enrollment In,quifornia’s:Adult.séigzls and Regional
. . ./ Occupational Programs, 1973-7¢ Through 1982-83 -

Regional _
Adult | Occupation A . Annual
Yeanr Schools ' Programs - Total . Increase
1973-74 - 136,559 2,791 - 139,350 o
1974-175 182,614 .- . 8,102 - -190,716 N\ +36.9%
_1975-76 - 197,091 12,438 ‘ 209,529 - .+ 9.9.
7 S 1976-77 - 216,852 22,277 - - . 239,129 \ t14.1
_ 1977-78 218,944 . . 35,137 - 254,081 , - “+ 6.3 .
. 1978-79 - . 147,069 . 33,220 180,289 ~30.0
1979-80 . 151,430 - 38,956 190,386 : +'5.6°
\ 1980-81 .  171,054* L 171,054 ~10.3
1981-82 . 190,114* - - * 190,111 I P

1982-83 156,572 47,196 . 208,768 ¥7.2

5Ten-year incregse in Adult School enrollment = 14.7 percent. _
Ten-year increase in Regional ;Occupafional Program enrollment ='1,591.0 '
pgrcent. ' ‘ S ‘ : ' '

*The enrollment in Regional Occupational Programs was combinedgwith those

from the Adult .Schools during thegse two.years, thus ha;ing separate analysis

impossible. . -~ . ..
».

Source: Staff of the Staté Depar:?ent of Education,

g-
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TABLE 28 Infome and Expenditures of Calzfornza s Adult Schools,-

v 1980-81 Througb 1982 83
. Category ' . _ i980-81 10182 1982-83
CINCOME - N T S :
Federal S $ 10,356,113 - § 13,466,630 - § 11,680,507
Federal and State . 472,828 - & ' * 598
-~ state 147,779,210 158,053,544 158,767,384
County’ | - - 582,954 ' 928,161 521,266
- 'Local.. . 10,049,088 14,365,966 15,731,985
_ TOTAL INCOME - $169,240,193 . $186,814,301 $186,701,740
. | , o |
;U exeewprTuRes ' o S
t © | Certificated Salaries  '§ 8,540,419  §.98,768,058  $100,854,495. '
plass1f1ed Salaries © 20,664,842 26,065,407 26,405,883
& . Employee Benefits 17,487,207 19,208,371 . .21,361,100
. | Books, Supplies, and- S LT - .o
' Equipment . 11,167,458 13,085,984 | 10,868,505
Cogtracts and Others 14,801,979 25,170,388 26,858,021
o y . . .
TOTAL EXPENDITURES '~ $152,661,905 $182,298, 208 $185, 348,004

Source: California State Department of Educatxon, and California State an-'
_troller Fiscal Transactions Reports for 1980-81, 1981-82, and 1982-83.

; \'

A B

. ' . " While the State of Califqrnia's . major contribution to adult education occurs
in its general apportionments to the Community Colleges and the. Adult Schools,
it also appropriates $2.5 million of Occupational Training Grants (Cal Graant
"C") each year to assist students with the cost of their education. . In - g
addition, a wide variety of education programs for immediate employment are
administered by the Employment Development Department, usually in conJunctlon
with private employers and. educat1onal 1nst1tut1onse ‘ S,

- ‘Over the years, State officials have been frustrated by, the apparent :lack of K
results from both the federal vocational programs and the slow response of '
traditional occupatlonal programﬁﬂto the changing needs in the labor market.’
As a result, the Legislature has" established several programs with(tight
restrlctions, ‘all with the goal of tailering’ tra1n1ng programs to the needs’
of private enterprise. Table 29 describes some of these State programs.

L3
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TABLE 29 California State Programs “to. Encourage Vocational

.. Education { . ,
0 Program and * '« Year - T
State Funding Established _Services . _ Prioritjes
%. California Worksite . 1975 Employer-sporisored . Workers with
Education and Training ‘ " wvocational educa- obsblete skills
Act - ' S .tion which combines or those unems
. : classroom instruc- ployed who are
tion with on~site _ selected by:.
training. - business.

" Employment Training Panel ‘1982 Match the needs of  Retraining, not
($220 million over four’ - business for skilléd entry level.
years from Unemployment . workers with those ' .
Insurance Fund) - ' ' : whose jobs' are .

o o obsolete. | . !
Family Economic Secursity 1982 ° Implement various Youth, and dis-
Act (funding is scattered :; - facets of the .feder+ placed workers.
but is I’nked to the Job o al Job Training and
Training’and Partnership . Pagtnershfp”?rogram.
Act) . S N

fo

Source: “Emplogpgnt and Tfaining.Programs fdr'the.gbs," 1983, pp).8~104_

L

' FEDERAL SUPPORT FOR ADULT EDUCATION o

" Vocational Education and Retraining

The major source of direct support from the federal government is through
. programs .in the Job Training and Partnership Act, which was signed by Presi-
dent Reagan in October 1982 to replace the Comprehensive Employment and
Trainihg Act (CETA).: The chief features of the Job Traiming and Partnership
Act are as follows: ‘ X - ' _

'®

/

An emphasis on training and placement in’unsubsidized jobs, “as opposed to

income support and public job creation; - S
l - ht )
A locally based p

ram to sérve welfare clients and disadvantaged youth;

Vocational education}l linkages, private sectﬁ% programs for older workers,
and labor market infgrmation; T .

’ )

''Retraining fot,displaced workers which‘éan bé state or locally administered, -
' or gome combination, at the state's discretion; : ,

- ) . .

N . ~ 3 . - . -' .
A lidqvy emphasis on spending most of the funds for training, backed by '

specific limigs on tM@ portion of local funds that can be used for admin-

A}

‘istrative expénses, wages, supportive services, and trainee allowances;

)"74-'




-e A-major shift to the Atate-levéipof'functionﬁhpgéviodsly pé:fozmed,ﬁy the
U.S. Department of Labor -- local plan.apprd§?l,9£iscal overdight, and '°
- program performance pc;ivitigsi S TR .

. - . : . . * . Lo
+ . .
R o
R s

a
» 4

xﬁ' . .

. ® A range of options for local public and priQate Iladeﬁp,i fdecide.howiyo'

1
Al

plangnd manage. the local emplayment and traiﬁing'sﬁst!mfg d.

o The est:?(;:;;:;tiahd onfoté&ment.6f,performancé stgndards* rather than
L CETA's policy of .measuring compliance® téo the protea\\(“&mﬂIByment_and 1
- e Training Programa;fo: thé 803," 1983, p. 3). 0 ‘f; . ) s

A
kN LA

. . ) . ) : . R

The major expenditures in California under the Job Tratningiand .Partnership
Act in 1982-83 were for delivery system and training services for economically
disadvantaged youth and adulgs ($201.7 million), summer 'yoyYth programs - |
($764.4 million), and retrainipg for displaced wogkers ($18.2 million) -- for
a total of $294.3 million. In addition, the federal governmentprovided $40 ..
million to, the Adilt Schools for “shqrt-term vocational prograns -and $8.0

ot millign to the Community Colleges for vocational education (0fffce of the

; Legislative Analyst, 1984Y. SEERE L O - T

MG
g - o .'f"e L ".'«? \ . P)

DR TR .
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= : ‘ > T ' _ N
,"Tax Expenditures" for Continuing Education* N
. . . . 3 ) . . - R . . ..
- The "largest indiréct source of fede%ai:shppbrt for adult education comes _ °
sthrough "tax expenditures". or deductions by corporations and individuals
fromftheif\tax§b1e-inCOme. These expenditures totaled $1.15 billion .in-
1980, of which -an estimated 90 percent was from the federal government.
Using California's average ofy the. natidn's postsecondary enrollmgent, it is

reasonable to a8sumi that some $100.mibijgn worth of fax benefits accrued to .

._."
WY

Californians-as . 1t of these policids-in 1980  (OrganiZation for Economic
Cooperation and 2 ment, 1983, p. ;3) . ) '

2 . , -

. a Tae o . Co :

" Basically, \pesé’tax expenditures occyr “whén .oMganizations or individuals
.+, 'can deduct é&ducational expenses from their grosf income . lﬁfhough.in some

. ways generous, ‘the tax policies of the federal government and of ‘most.states -
Lo are, at best, confused in this area and, in some cases, downright perverse.
. - For example, one rule is that costs incurred in pursiiing a college degree or.
/;/ RN - in changing careers &re not deductible, while expehses for upgrading skills
L “ .on’ the .job are. The following hiypothetical example indicates how these
S ""-iQCenthég are;dfsaliéped; e . |

,". v

—

S E oo : '
. ' _ : .

o®

/e A college teacher can deduct all‘eﬁpenseé fér a Ph.D.'dcg}qe.in his or:

‘_ her current fieldv(fﬁition;'photocopying, travel, and meals while away on '
‘ research), if the degree is not required for -popition; but a "full- '. .
‘ time" graduate student. receives no-such deduction. B ST o
A These same qosts:cannot bd\ﬁeduct&d if the collegé teacher is changing
e A fields, such as by attendingVengineering school at night. '

”;Thus, tax ﬁolicies for egucatiod.not'onlﬂ.reward those employed glready, but
. they also discourage mobility within a labor system that desperately needs
. to promote occupational change aimong economic sectors. ~

-. . . i ‘:'l. ' ' ’ . ..t v
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%' . STATE POLICIES FOR ADULT EDUCATION.": = - ‘

. v ('L
3] .

_ Théfgiaté of California has never followed a consistent policy toward adult - >
K - education across all sectors of postsecondary education,  The 1960 Master ,
«Plan "for Higher Education devoted extensive attention to studénts regularly- o
enrolled in colleges and universities and only a short chapter to“the others. “E o

"The various segments of higher education'have used terms such as exténsion, e e

extenfled-day o part~time, adult, evening classes, and continuing education,” - - .
the Naster Plan Survey Team stated, and went on to recommend only that "the R -
existing State Advisory Committee on Adult /Education be responsible to the -

' coogdinating agency and continue the respohsibility delegated to it o .
(p. 144). The plan was silent beyond this with regard té adult educationg. S
except for the following (pp. 144-145): . ‘ , T 2 PR A .

: - : - a - I .
In the long-range plans for providing opportunities imr highgr “. . “u
education to the people of California provision for adequate State

‘support of adult éducation services be assured, - However, in this.
determination of what-the 'Btate 8hould support, effort be made to T,
differentiaté between .those enrollees who are pursuing a stated, ST b
plannedsprogram with definite_ occupafiondl or liberal education .. - *
objectives and those who aresenrolling in single courses for'which -+ o
matriculation or prerequisites are absent. . . . S

+

" L.

s - Oflcburse; thié has been a difficult distinction ﬁo implement thfdugﬁ the. ' .
' State's Budget. One early effort was to fund ,the Adult Schools ad Community '~ .
Colleges less for "defined adults" -- those studénts enrolied for ‘less than ST

10 units who were'over'21_years.of?aéuh 'Tﬁis'd?s;inctign'yanishad in‘th?a
finance legislation after Propositioen-13. ., 77 RN ? o o

N . The Legislature's J6§t‘00mittee to }ieviev'v the Master. Plan' in .197§,pqid 4

*.. considerable attentiop te- adult education®aad recommend®d a feasibility e

., study for the creatiof\of a fourth public seghent with ex¢lusive juriadictign = - - .

. in this area. Presumably, this new’thment'migHt*have assumed responsibility .-

A - for most-extension and continuing education programs im the Univeisity and - -
P State University as-well as .for the "adult education" actiVities in’the -~ . "

Y., .+ - Community Colleges and Adult Schools, but the Legislature never fq%}owed- ’ .

: this recommendatiof. . - A s :

93 .

: v A ' ‘o :
o ‘State policy, continues to be‘pluxilfs;ic';hdf§33u¢ about thetiésue of which . . .
. institutiong should be responsible for, adult education.and how it.should be Lo
_ financed, .Actpal practice: indicates thap the State's pol cy differs with '’
o é\ réspect to the four kinds of adult Educatipn*identified in Ta 1e¥361'“' U ! "
Most states, including Californis, distinguish between the "regulat" curric- T
- ulum offered for matriculated students .in their publié ii}s‘titutionh,pnd"',fﬂ1
"adult". or "continuing" education. Of course, the former receives ther . ~
" lion's share of public funding. Additionally, most states distinguish’, .
between -credit and . non~credit courses.or.bemqgfd degree and non-degree .
instruction as the®test “for public suppgrt. -California does, pro¥ide State -
support for cerbain kinds of non-credit imBtruction at the Community. Golleges= N ...
. _ o . o - » “, ’ "

"
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. : TABLE 30 szf‘érent State Pcﬁzczes for the . szfqhent Kinds of
& . T Adult Education N ) s _
L I l:: - '. - “§ '. v‘ -
- Kind of L Characteristics Segment Involved,and
: Adult Education _ of Students Source of Support
T R » ’ B p '
R, ' Contiguing €gucatiof ~ Usually professionals or University and State Uni-
e e o & «_ % - _those already employed. VWirsity Extension; Commu-
PR . .. e, - nity College Community
L e o o Sy L . 2 Services. Supported -
‘ ST, N . T, . primarlly by tuition.
oo Avocational “: ¢ Middle inceme‘;eia‘ively ,Tu1t19n paymegts by stu-
: c, R 7 W well-educated. 1 dents in the University,
" A & State University, Commu-
e _ ) nity Colleges, and Adult
RO " v ‘ N Schools.
v - B .
”ﬁasic Intellectual Disqdvanteged students . Community Colleges and
CoL. \'Skills/Githehship' ~in terms of educdatiqnal: Alult Schools., State-
be® RS " or socio-economic status; supparted. |
T e : refugees and thdse with- : N :
! ' “w xe P ogt U.S. citizenqpip. : S !
M v ok ' RO A . - A T
¢ - f o Short-Term-Vocat;onal " Entry~ldvel workers or Community Colleges and
A Education U displaced workers, job " Adult Schools, State-
¢ v " -5?,' Lo Y ‘.changers ST supported, although the
: S ' , _ ' courses” have required
’ "as = . . considerable fee$ for
B N KRR . equipment and materials.
O ) quipnent and
° » 'g ! 7‘?‘ ' { Py
. %+ * Sousee: Califoinia Postgecondary Education Commission staff analysis ‘
. “:... '. ' ol s’ . . A
"!"l“ ! '. + o “vc.
. ~.l - ) ”,, R o * 4 v 4,, g "
1 R > A Y ,,\\ - R ~
‘ \-‘ﬁ' o : %~ ' ¥
.c ' W Y . _ :., > )y ’ . ’ ' -~
“~ o .. ". _.- .. w [ :. . 2 ‘. t 5 _ .
° A ;-. I . . ‘
'.‘ “.\".. 0 A N L BT o R A
"Q» Tl e As, dcscrfbed in’ the Commxssion ) baquround paper on "Social and Economic
el Trpngg, }985:2000 " the enormous. numbqr of post-war "baby-boom" Ameticans
! 'im, ' havg.mbved .through the traditiodal age of full-time college attendance and
: : ,f pre*now*hmnloye in an® economy tnat requires flexibxlity in occupational. ’
" skills” a$d caregx dec1sions. As a ‘resulty- the tradxﬂlonal distinction
: ‘ .« betwgen rbgular" ‘and" "adult". studenits with its fiscal consequences forq
- ‘ . public: support fas becomeiingreasingly dxffic it to s‘rtaln as gound .public
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SIGNIFICANT . TRENDS. N FINANCING THE CURRENT OPERATICst
OF HIGHER EDUCATION IN CALIFORNIA '

, -
’

|

A large number of educational insti.}‘.ons in Calier jia annua‘ly produce~
considerable quantities of informatidn on the{r finan€ing.  Unfortunately,
much of this information is eisher not comparable amopg the institutions,,
,incomsistently reported over time, or appears in a format not uséful for

poﬁ:y snaiysis .- , oF . :
Frih ‘a state level perspective, two  analytical devices are nhmt'commo.

used to remedy these defects. e first of these is-trend analysis?‘ghe
isolatipn ‘of certain statistics hnd tracking of their .changes over ¥i

The classic example of this approych was a report in Change- Magazine entitled
"Bhe Financial State of Higher - uc¢ation" -~ an awmbitious study. in 1976
-which constructed 224 indicators Mr a sample of 55 ihatitutions around the
nation, including\enrollment trends, changes 'in ‘educational and general
expenditures, freshmen fulletime-eéquivalent students to total undergraduate
full-time-equivalent students, 3esc ptions_of instit®tional programs and
offerings, -and tuition and fees compared to student aid revenues (Lupton,
Augenblick, and Heéyison, '1976). Follo ing many of the same approaches used
by "technical analysts" in the stock mar end analysis in Efgher education
attempts td disgern certain regularities over time, offer hypotheses on
causes, and proje t trends into the future.

The second device is ratio analysis, which involves comparing one set of
-figures with anothgr and expressing their ratio as a ratio or a percentage
(Laney 1984, p. 6). 'College administrators frequently use this approach in
order to determine the fiscal "health" of their 1nst1tutions Typical

ratios include:’ : ‘ - _ . T :

n

Iistructional Expenditures/Total Expenditures .

Total Revenue Minus Expenditures/Total Revenwe -~ ' o
Tuitjon and Fee Revenues as a Percent of Total Revenues '
Expe§dable Fund Balances/Long-Tern Debt _

Expegdable Fund Balances/Total Expenditures . £}

Over the years, a dozen or so ritios have bBecome common and certain ranges .
"have come to be ‘regarded as 'safe" for college operations -(Minter, 1979b;

. Brubaker, 1980). Barbara Taylor describes some practical uses of ratio |
analysis as follows (1984, p».lO)‘ .

efforts to create objective indicators reflect a desire tg monitor
measurable changes 4 condition and to maintain fihancial
strength through t ective'use of available resources. Moreover,
because indicator values for individual institutions can bé useful

~ devices for monitoring the condition of comparabje ingtitutions

.+ . No single “approach or indicator will reflect financial .
2. cdndition perfectly. [Nevertheless,] a growing gdepgndence on

‘tuition income or an increasing proportion of total Yexpenditures
devoted to debt service should ‘alert the institution ‘to the possi-
‘bility of future financial dffficulty T

PR v o -79"’ . S
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_.i. Despite their acceptance by institutional researchers, sophisticated techniques
of trend and ratio analysiy have not|been well developed for state-level
policy analysis, even thoug most states do -attempt some aggregate compafsoas '
both amgng their own institutjons andfwith.those elsewhere. Such an investi- .

- gation is difficujt in that the ‘analysis must be compreliensive, and yet .'"
sensitive to major diffarences between institutions; it should also be:
policy-oriented rather than directed at management; and it should be based -

« on information that is often difficult to develop from 1nstitutiona1 sources

‘ alone' .
i £ 4\ The Commission has investigated a number of approaches and compiled fisc¢al
S data from a variety of perspectives into the following nine displays. It
presents these data in two categories: (1) "macro statistics" about general °
levels of funding, aud (2) "micro indexes" about particular aspects of
finance within higher education. In order to be most useful, each of~these
items attempts to answer only one important guestion, as follows:’

| Display & - . Question to be Answered
HACRO STATISTICS FORMGHER EDUCATION IN CALIFORNIA

1. Portion of Iotal Income Represented by What'importnnt shifts in the -

Various Income Sources for Rublic and. major sources of income have
Non-Public Colleges and Universities joccurred? - '
in California : 1 A T
P A ' K

2. Percent Change'in Total Education and. How have the resources for
Genfral Revenues per Full-Time-Equiv- _certain common units, such as-
alent Student and in Faculty Salaries full-time equivalent studenﬂb
' .and faculty salaries, changed

over time? .
3. The California Higher Education Pro- . How has the State's fisc¢al com-

““portiod Index ) mitment to the three public
, T _ T segments changed over. time?

MICRO INDEXES"FOR HIGHER EDUCATION IN CALIFORNIA

- . : .
4. The State Support Index _ How has State support of the
. ! ~ . threée public segments changed
v , - - ' in relation to their total
“ e - expenditures? - ) .
'5. The Instructional Support Index . How have expenditures for
: e instfuction changed as a pro-
N portion of total expenditures
L : . within each gment?
6. The Institutional Support Services " .How have exp ditures for
Lrdex - general administrative services

changed as a proportion of _
' total expenditures within each
. segment? Yy

S
|
-
~
o
~



7. The Student Charges Index f "~ | How have student charges changed
over the years, .compared to
total expenditures within each
segment?

+ 8. The Resident Student Charges Index How have the major statewide
‘. . - fees charged to resident students
changed over the years, compared

_to the segments' State General -
"Fundg?

»

1

9. The State~Funded Student Financial ol How has-State support for direct
- Aid Ipdex : ‘ ; financial aid to seidents changed,
- g compared to State support for
the three public segments? ot

Clearly, there are other ways of 1dent1fying .and measuringltrends in . the

* financing of higher education .that may be just as valid and perhaps even
more: accurate over time. Nevertheless, the Commission is attempting to |
establish a set .of general trend indicators that can be tracked annually to
reveal lmportant changes in the aggregate flnanc1ng of higher educatio

“u . - . -~

-d& .
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MACRO STATISTICS FOR HIGHER EDUCATION IN CALIFORNIA

Sources of Income - k'

_Display 1 on the next page shgws™ the changes in sources of income for Ca11-
fornia's*public and non-public institutions between 1971-72 and 1981-82, the
mogt recent year avajlable from the Higher Education. General. Informatlon
Survey. The display~indicates that total revenues for current’ operations _ .
increased during these years from $3.1 to $8.6 billion, or by’ 176 percent. Lo
Inflation, "however, us measured by the Higher Education Price Index increased
by 115 percent over this period and enrollments by 44 percent, primar11y at
the Community Colleges . :

Display 1 reveals two.particularly important tremis:

PR

" 6 First, the general impression that public institutions are increasingly
dependent on State government appropriations is only marginally true in
- California, since the total proportion of State and local government
Support increased modestly from 53.16 percent tq 55.80 percent. Of more

niern is the. incréasing dependence of all institutions, public and.

“indépendent, oh State and federal contracts and grants. The ten-year
increase ‘in government grants d ‘contracts as a pro'brtiop of total v
income was 4.67 percentage points tn public. institutdions, oms a 55.5 o
percent increase, while that for independent institutiops was 5.58 per'&
, centage points, in private institutions, or a 57.3 percent jump.

-
/’

) Second student charges intreased steadily at private {natitutions through-
<, out’ the decade, both in terms of actual charges and as a proportion of
total income. As Display 1 shows, these charges as a proportion of total
. | -, . ( ; .
‘ ‘ ' -81~ ' . . ' . o g
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‘V A _ DISPLAY 1 = Portion of Total Incomewfepresented by Varzous Income o
.~ .'&.Sources for Public 'and -Public Colleges and: = ‘
L . Universities in California, 1971-72, 19;6—?7, dnd . o
~ .?1981~82 (in Thousands of Dollars) ¥ o e
. Source | , | ___Category. of Institution . L
E of 111. : Pub1ic G Non~?ub11c ST
‘ “ Income Institutions Institutions Tt Institutlap ‘
‘ and Years Amount fPercent *'AmpuntAJ Percent Amount ergent L
. . i % .Y e ? i . ) .\ .
. Tuition and Fees - : . pe “.\;fﬁz
. 1971-72  § 390,703 = 12.51% § 168 884 7.48% § 221, 819 \ .25, 661
L 1976-77 . 658,686  11.08 h31.566  5.21 427,120 . 28149 - |
1981-82 1,236,537 . 14.34 430,805 - 6.91 895,733  33.68 ... .
State and Local vaergmeht:s- o ) | . .-1\" -'i."'" ..-':3-:7?'
C- 0 1971-720 $1,219,279  39.05%  $1,200,513 , 53.J16% cs'g-va,q16; 0: 12%\ :
@ 1976-77 2,392,508  40.25- 2,392,595 5382 S I
. 1981-82 3,476,879 - 40.32 . 3,476,815 - 55.80 '; JﬁGSf 0 00
Government Grants and Contracts - . B ‘,- :.;;.--‘:'- g
1971-72° § 274,134 8.78% § 190,015 . - 8. klz aa 1§ 9 731 _?"':;
| 1976-77 734,305 12.35 494,046  11.11 : 040,259 16,02 .
Y 1981482 1,127,968  13.08 761,630 12,22, 366 338 "15.31' j_ cra,
' ) ‘Gifts+, Grants,  and Non-Governmental Contra_ct,'s" ‘ 'f-. : ~-‘-, , 1 :
1971-72 § .97,750 - 3.13% § 31,244 ©1.38% s 60 w52 6.99%
. 1976-71 159,793 2169 . 53,755 1,21 106,038 - T0%
1981-82 - 315,569 3.66. . 123,530  L.98 . 192 939 L Bs03%
 "Endowment, Income ' ) K ,, ' o ‘ ﬁ . .
1971-72  § 41,613 - ° 1.33% §- 10,3507 vd &6% _é"“sl'ééé'"jj 362
N 1976-77 . 59,600 - . 1.00 W 17,417 - 40, 39- .-42,183 .' . 2.81.7

1981-82 - 131,413, 152 A 189:  0u60 . 94.353 ;3534 L R

./-_.

All Other Sources v ? L \ TR e L
1971~ 7;y $1,099,070 20% ra 657 402 29, 10% $ 656 772 i aa ssz'ﬁai~'” ‘
1976-7 939,73% 1 zss 951 ‘. .287 35 683‘700 : 45 60 ..
_ 1981- ‘82 2,334 348" 27”07 L B¥ aoo 3435 %.22 tn 933 912. R
. ’ ’ \.. (\’ .,' __....3 . , . _. ' AN
e Tot.alw I.ncom‘g\ ’- "" ..fﬂ.!;p St

;v19@5-72 $3,122, 549‘“-100 00% 92¢25 103 18 gﬁu
CT1976-77 5,986,636 7 100200707 4, 648330 47 100, 1;;_

PR L1 L LY .s, 22 »F14* 10900, ,23q,goa 1200, ﬁo 31

100 00
- 1gp.00

. : " Saurce: -Adap rom Nat, onal Oenter fdr'ﬁduc oy W~-‘TH:3z
4 . Btatistics of tions of - Htme r Education; 19710, 1?79, 1984"*; '_I‘he Gap&er' ¥
" - . "Higher Edutatien, enecal Infdrmation mGIS) ‘Exom which the. date stem, "+, o
» is the most, comprehenaive source of scﬁt daga- uviiltble far;iu:uﬁﬁuxioha of .

higher eduéation, slthoigh itw usefulpkss' for ptate“1¢vel ﬁbiiég tnnlydiq 18 di~--"
minished by . lnck ot timefﬁnesu aqd peniodic changes*inhﬁbfhxt‘mud Aafinitiohn :




STy income decliped at public indtitutiona during the early 19?03, but reversed
TR .+, ¢+ this-trend sfter #977. Over the ten years, they declined by ™57 percentage
;-j.”"’ .points int ublic inetitution.! or by 7.6 percent, but they jdcreased by '

(7 IR - ¥ - 3 perce tage poings.in private 1nstitutions or by 31.3 ,percent. . - .,

- i +

Percent Change in Total Educati and GeneraI Revenues _per Full 'Fime
T, Equivalent Student and in Faculty glaries \, .

)
. . -
Y L ]

I Unfortunately, the diver&§§y of hf&her edﬁca&aon in Americ;Nhas red
;ﬁ»@ ‘fﬁ;"'f -efforts to. report tinely, comprehensive and truly comparable ‘fiscal data
S . 7 among. stites. 'The diffigulty<with fiscal information-comes not from having Lo
ot - - too little ipformation. Annually, the. Chronicle of Higher Education has .
04 70 . published the regulfs of M. M. Chanbers. "Grapevine" survey of State General
LTy Fund appropriations. D, Kent Halstead and, Marilyn McCoy have publlshed"ﬁ'
“extensive 'studies based on HEGIS fiscal data. The State of Washlngton s
-.Council for Poﬁtsecondary Edurag&on publishes a survey of state and locpl ;
appropriations ‘along with such.gaakings :as 'support of higher education per -
thousand dollars of personiﬁ {héOme - Each of these efforts has spec1a1
strengths, combxned however, W1th consldérable weaknesaes 5t

o Among the most glarlng flaws of studles @hich’compare funding levcls among
Mg T states are. : '; N _ L e : 5 :
v& | .; o !' N -, . — ) . -; . .‘” - K]

L)
. '=o_SErrat1c treatment of fundl which’ arq,usleto off-set state -appropriations
s usfor. 1nst¥tuttons (such as.p:np¢$t¥~£lxhrevenues and student tuition);

,:f,jfﬁ.' leferent treatment of cap1 11 expendrtures, deferred maxntenance, and
R 5,equ1pment replacement, : ' - e . . .
- R : ;3"'#
*wyp_-‘o Different treatment of fringe behefxts andﬂfuture ob11gations generally,
vbnd . , ’ ' o __' '} .. 3 N . ‘-, A . .

: ,n-.‘
- " -, . My

ANt - v m——— ———— ——

o ﬁ'-‘iﬁj - The efforts by Kent Halstead, Mg;ilyn McCoy, and Helodre Chrlstal in Highe

,,,1,“'{t“". ﬁQuCation Financing in the Fifty States to use HEGIS information and other -

S S stntistics, carefnlly dxscuesed with- the State Higher Education Finance

N mel "Officexs hefore..release, is gradually becoming the stfdard reference, if

B " pot the!” last word, in interstate fiscal comparisons. Unfortunately, the

' ublicatlon is. pot timely (generally, it is three years behind the current "

AT o year), and imprdvemenbe ‘each year help overcome the deficiencies of prior ™

s j“ ,vblumes Nevafthgleua, ithe eéxtensive effort which is invested in this '~

it -t dogument ‘makes! it the single most comprehen31ve and comparable information .
SRS availabls ‘forj.the universe of. institutions, and s ﬂesults are summarlzed

:”; im, Diaplay 2 gor Galeorh&a. ?AfV, S NN _" o e

-
o ‘

: The following uugmphs h;h,ye been excerpte.from the most recent edition.of
SR thnt bdok (Hw:; Halitead md Chritt»al 1984, PP 130 131, 5'512) ‘ '
o ; "y G . .
e For Uhlifoﬁuia 8 syﬁteu of public hig her dducation, fiscal year : A
' “Ta 1982 ‘whs mitked By g aihnifﬁennt drop iny constant- dollar-per=stu~ . - %
: % ,dent t‘unﬂing._ Ohly fqut‘ q;her* htgtel far d worne than California.., ' )

. . . - , oo
A : = i !
Y, .
i \ = .
c ! 90 B : N .
- N At . R : " 50
RS .. : . R
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i . Alte@?ative methods qf' caleulatlng full tlmeuequrua;eng.egtudentﬁ, @ "ﬁif?”if"’;
- S defin tTon wh;ch varles‘cbnsidériﬁT"“émong~tﬁe gstates. T ’ LT
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: DISPLAY 2 ‘Percent Change in Total Education and General Revenues

per Full-Time-Equivalent Student ;nd in Faculty:
Sa;aries, in Constant Dollars, 1977-78 to 1981-82

SPRC Ot L A P TR L
’ o T T R

' o coTe - o TR - '
‘The constant-dollar losses in.California from 1981 £8- 1982 1eft.

. the state's public sector with an overa}li four-year profile (1978 ., ',

to 1982) Af a 6.8 percent -drop in per{student purchasing power.
‘The ‘losses in the two-year séctor are poat notable, 18.9 percent
it the academic/comprehensive two-yea institutions and- 25.0

L '
\ . v PELINCH N 4

, 4
' ! .
’ ." .
. . « a - -
R ' d

1

_Region and Type of Institution : Percent Change
- " . . .. . ,
Total Education and General Revenués per Full-Time Equivalent Student
California - |
Public Institutions =~ = = . - 6.8%
Non-Public Institutions B + 7.7% .
United States _ :
Public Imstitutions CoL =23
Non-Public Instjtutions o + 3.7%
All-Ranks Average Facylty Saldries . - s L
_ California B i v
. Public Institutions 8 vs.0n _
Non-Publi¢c Institutions : _ +44.0% S I
- United States ) | | |
Public Institutions ' S 43608 . 0
Non-Public Institutions . ' _ +36.0% ! , ¢
.the: Cdnstan;,dollatq were calculated using the Hi&her'EddEdtiOn Price LT
. Index deflator. "Education and General Revenues" ‘exclude government
grants ‘and contracté.' ' N . ﬁ;f./:_ s
~ Source: McCoy, Hglstead,tand'Chfisfal, 1984, ”3.3“ :'”f . .
e e DT M o ' |
; e -

_‘S:?'h. R ) v "\
where inflation-adjusted staté and IQCaI;qpﬁgﬂ Agtions per student _
plummeted 12.0° perceént. Tuition increases améiiprated thesé o
losses to some degree; atill,'the_purchasiﬂ; pewer ofpotal revenuss
(except - government grants and contracts) in Califof¥ja's public

. sector dropped 8.9 percént from 1981 fa, 1982. .All'ectors of . ° .
public: institutions suffered these losges except .the ‘wpecialized .
institutions. Losses ‘in overall purchasing power ranged};:om 4.7 v
‘percent at the research universities’ (vith medical progbsms) to '
10.8 percent ‘at the academic/gymprehensigejt!9~yg5;finlyitu,iﬁnq. L
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petoent at ihe'occupatxopal two-ydar schools. Losses in the.
university sectors -and the comprehensive [four-year} institutions .

were much less by comparison, rangiug from .5 percent to 2.7
percent .

California ranked fifth in the country iJ 1ts funding of higher.
education [in terms of per capita support]:. On average, each

‘citizen of the state prQV1ded $151 to support higher.education, a-

rate 40 percent above :average [California, of course, ranks quite
low in tuition per capita, so that this high level of State support-

'is. not surprising]. Ninety-eight percent of  these funds were °

channeled directly to the public sector, with 95 percent distributed

through direct appropriations to public institutions. Three
percent was channeled to students in the form of student aid, and
2 percent provided other indirect support'%o higher educatiou
California was among the 33 states ‘that provided student aid to
gtudents.attending 1ndependent institutions . ..

tion of heavy emphasis,on two-year education nd lesser. emphasis

.on university-level education. creatgs an educational system that

on "avérage is less expensive to operate than those in most states.
The result is a system of public education/ that- is very well

‘supported by the state, at levels ‘that rang between 8 and 189
.percent above -average per student . . . . .

-~

S

‘Largely as a result of this substantial state funding (representing

67 percent of all education and general revenues, which aré then

‘supplemented by funding, from other sources, each of California's’

' sector functions with 13 percent 1

public institutjonal sectors except the ‘two-year institutions
operates with total educational and general revenues per student ™
(excluding grants "and contracts) that are substantially above
average. California's [four-year institutions] are ranked in
either first or second place in terms of education and. general
funding. The academic/comprehensive two-year gector is funded at
levels ‘8 petcent below average, while the occupational two-year
‘ per studenb than average..
At the comprehensive 1nst1tutions, state . . appropriations per
student are substantially above average, while tuition and private-
gift. revenues are significantly below. Still, comprehensive

institutions in California operate with 6 percent more per student

than the national average for similar institutions in other states.

;TuitiOn and fee revenues in the two-year sector (at $83 and $91 ,
per student in the atademic/comptehensive and occupatignal gsectors) .

-

are approximutely 85 percent below average and are 'no doubt a
sxgnificant factor in the high access rates in this’ segment

Above average reﬁfﬁues tr late into above-average expenditure -
pattérns in most

tion and general expenditures are the excéption. Faculty salaries
are J1 percent above gverage. These pay rates reflect the above-

ave ge\salary increases in California between 1978 and 1982 .

ases; public~service activities and other educa-

-

" California supports 135 publiq 1nstitutions The State proV1des'ig—
47 percent more funds than average to educate a pool of students
39 percent larger than average. 1In addition, Cglifornia's combina-"
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California ;:hké& siktecnth iﬁ\the nigién in-facultj,salaty gains.-'-
Notably, facult9 pay rates '[fjr full-time instructors]" in the :
¢community colleges are 'seemingly unaffected by the 'below-average

~ ©+ " operating budgets 'in ‘that wector.. In fact), the gccupational -
o * schools, with a per-student operatipg budget of 13 percent below -
{ . = raverage, have salary rates that are 39" percent above ayerage. |

. . . o * K . N ) i . K r .
.. In sum, a loss of real support per student occurred for public institutions
in 1981-82 -~ the first three years of retrenchment. Alt ough data from the
Higher Education General Information Survey is not yet ayailable for those
,  later two years; it is quite'likely that further erosiofi-in smpport per
studeat will eventually be evident, especially within California's Community
Colleges. It is also likely thit the years 1984-85. and 1985-86 will reverse
~ this erosion --:at least for the University .of California and. the California
' State University. -~ ¢ =~ " . ' . . e

0 BT ! < .. e .
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The California m'gher Education -Proportion Index. . :

“ One of'the duestions asked most often is where funding for higher education
stands "as ,a. State priority. Obviously, many approaches to answering this.
question are possible: some might be based dn perceptions, such as dinterviews

* .with state officials; others on mathematical correlations such as comparisons

 of .funding for higher education with:that for other state agencies;and
still others on the historical record, such as newspaper accounts of ‘budget

- 'decisions. ' C i T L : I

o
1]

- The California K Higher Education‘P&oportigu Index does not definitively
-answer the question of State priorities, but it does shed some light on.
allocation trends.. Specifically, the Index measures the proportion of total
State General Fund expenditures (minus capital outlay) amd property:tax ",
.tevenues (minus bonded obligations) which have been committed to the three
public segments pver the years. In addition, the In_de_)@m:;t ‘proportion * 4
of revenues received by each of the three segments, and theit cHange over ' -
B . time. - The Index includes State General Fund expenditures (minus capital ’
' outlay) because all three segments receive most of their education. and
! general revenues from this source. Property tdx revenues ‘ar¢é included as K
: . "  part of State-determined funding because of the Community‘Colleges' reliance
A on .this source, and the fact that Proposition 13 gave the Legislature exclu-
. '« sive responsibility for allocating these revenues, ‘which created-a de facto
“ . statewide tax. To ignore property taxes in any hidtorical measure of funding
for higher education in,California would seriously skew the results. Of the
various measures available for the "State's commitment" to public higher
education, the Higher Education Proportion Index is perhaps the. most compre-
hensive and aplaytical. ‘¢The Appendix on pages '101-102 describes its compo-

nents. ). ' v

1 Although the Index can be used as evidence that higher eduqatian'is_comqpnding
" a larger or smaller share of the General. Funds and property .tax revenues
_ “that the State has available for expenditure’'each year,' the "priority" of
' highet education is a- different matter, partly because much of the State's -
funding is based on workload chariges (primarily enrollment shifts) -and, in
the case of ‘the University and the State University, on decisions ‘about
salary increases which are provided to all State employees.” Nevertheless,
* - as'revealed in the detail of'D;ﬁplay‘b,xsha Index does seem to identify . i

1 .
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DISPLAY 3 . The California Higher Education Proportion Index, ,L,
' 1969- 70 to 1984-85 g

Q'_‘_

Year Index _ i EVents Related to the Index

PHASE ONE, 1969 =70 TO 1973-74 (Index stable with a mean. of 10. 3 pércent )

1969-70 . 10.4% - ﬁ;gher education’ enJoyed a large budget increase th1s
: ' year and strong enrollment growth

. 1970-71 10.2% No. cost-of- living salary increases for faculty at the
I " University or State Golleges. The student/faculty rd‘lo
"increased considerably at the State Colleges ‘because of
a budget cut. N '

S1971-72 - 10.0% . Again, no cost-of-living salary increases for faculty at
e . the Univergity or State Colleges. The Un1ver31ty ‘S _—

budget was cut in several areas.:

1972-73 10.4% The first yedr of funding after Senate Bill 6 -- the

: . Community College formula that contained a policy of
increasing State aid to them. The State Unlven31ty
recelved(a large revenue increase.

o

1973-74 10.3%-" State revenues fall durlng the recession. Spending for
"the University-and State Colleges was held down. * Com-
munity Colleges' proportion” declined. - '

]

PHASE WO, 1974 =75 T% 1980- 81 (%ndex“ 1ncreasmg, with a mean of 11.7 pércent 2)

!‘. ;‘.. .

- 1974-175 11. 1% A 12 5 perc&ntﬁgnrollment 1ncrease in the Community -
Colleges, and a large 1ncrease in State support.

1975-76 - 11.4%  State fundingvfor enrollment increases at the Commdnity
. ' "~ Colleges was capped at 5 percent. Property tax increases,
however, provided a total revenue increase of 21 percent: -
for them. Four-year instxtutlons rece1ved funding for
several new programs. :

1976=-177 11.5% $70 per month across- the-board salary increase granted
Co for all State employees including University and State
University faculty. Enrollments gtable at the Univer-
-8ity but declined at the Communit¥ Colleges and the
State University. ' S

1977-78 11.6%, UnivJ§s1ty enrollments stable, wlth increases at the
% - . Community\Colleges and State Unxvers1ty Property taxes
permitted an increase of 14 percent in total revenue at
the Community Colleges,. 10 percent at the State Unlver-
sity, and 7.9 percent at the University.-

1978-79 11.9%  Proposition 13 passed. - The State provided $260 mlllxon B
' ' to Community Colleges o replace lost property tax revé-
‘nues, but they 'still lost 5 percent of their total reve-
nues. The Universgity and State University received no . N
salary increases. Nevertheless, higher education in- = .
o . . creages its proportion of total revenues, indlcating

' ' that it was not a lower prior;ty , . .
‘ oL 7 - L
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1979-80 - " 12.1% _ All State employees, including University and St;te Uni~
: " versity faculty, received a 14.5 percent salary increase.
Enrollment growth continued in the Community Colleges.

\-1980-81' “ 12.3% A _State employees, including Un1versity and State Uni-

ersity faculty, received a 9.5 percent salary increase. .- -

A large enrollment increase in the Community Colleges,
espec1a11y among . non-credit students. Higher Edueatlon
PrOport1on Index reaches 13-year high.

.~

PHASE THREE 1981-82 TO '1983-84 (Index declinxng, with a mean of 11. 7 petcent,) :

1981-82 12.1% State s surplus exhausted. First year of retrenchment
: Student' fees increased at the University and State Uni-
~ versity, both at the beginning and mid-year, to offset

o | State cuts. Community College enrollments- reached all-
v - time high. ' o .
1982-83 11.8% Recession reduced State's revenues considerably. Commu-

« nity Colleges received no cost-of-living adjustment and

lost $30 million in selective course reductions, and their .

enrollme s declined by 6 percent. No salary increases
for ?\ sity and State University faculty. Student
fees 1ncreased at the University and State University

. at the_beg1nn1ng ‘and mid-year, to offset State cuts.

1983-84 11.2% Governor vetoed $230'million from the\ Community College_
' " budget in order to impose student feel but restored $100
million in January 1984. Five percent salary increase-
v ) provided in mid-year For’ University and State University
~ : . faculty. Tight budgets throughout higher education.
‘= - Community College enrollments continued to decline.
_ Student fees raised again at the Univer31ty and State
o o Unlversxty, to offset State cuts.

PHASE FOUR, 1984- -85 TO 19??_\(Index tncre881ng ) ‘ ) ' ‘.

1984-85 . 11.9% Major 1nfus¢ons of State funds into facufty salaties and
' . ., restoration of past cuts in the University ‘and State Uni-
' . versity. Student feés.reduced at the University 'and State ’
* University but- imposed for first time by the State at
_ the Community. Colleges. Enr ment’s Boptinued to decline
at the Commun;ty Colleges but 1ncreased at the Un1versity

Note: The Caleornxa Highet Education Proport1on Index shows State General "
' Fund expenditures and properéy tax® revenues used for the support of ‘
current operations in qll three public segments of higher education
,as a proportion of total State General Fund expenditures and property

. tax revenue as defined in the statement of methodolo’y in. the Appendix. -

Source: Californis Postsecondary Education staff calculations.
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Source: California Postsecondary Eduqti._on\c&-i.uion staff calculations., ° ~ . .
L . Lt \. , o . R

those periods in State finance when enrollments were growing or State priori-
tias afforded a larger share of the total allocation to higher education,

or--alternately--during retrenchment when substantial cuts were imposed on
the institutions. : : _

..
"

Display 3 presents the Higher Education Proportion Index‘infagﬁregate form.
It shows that State support for the three public segments seems to have

completed three distinct phases since the late 1960s, in ‘terms of the propor-“' ,

tion of State General Fund expenditures and property tax revenues allocated

to them: (1) 1969-70 to 1973-74 -- a stable proportion; (2) 1974-75 to, ‘
1980-81 -- an’increasing proportion; and (3) 1981-82 to 1983-84 -~ a rapidly .-
declining proportion, involving budget cuts to all public institutions*and '
major reductions to Community Col%ggﬁs. ' S

The totals of Displzy 3, of course, can be broken down by its components -
(the University of California, the California -State University, and the "
California Community Colleges), as Table 31 shows. ‘This detail reveals
contrary trends among the segments. For example, Table .31 indicates that,
despite some' setbacks in the early 1980s, the University .of California has
steadily increased its proportion of State-determined resources since 1971
(from 2.9 pefzént, the University's low, up to 4.2 percent im 1984-85). “The
State University has fluctuated around an "equyilibrium" level & 3.2 percent
since 1977-78, although its recent trend is clearly upward from a 3.0 percent
Low in 1982-83. On the other hand, the Community Colleges have declined
sidce their high of 5.3 percent in 1977-78, the year before Proposition 13,

- ) . _ . . ’ _&\
TABLE 31 - State General Fund Expenditures and Property Tax

i +

Revenues Used for the Support of Current Operations of
the Three Public Segments, in Thousands bf Dollars and.
., Their Resulting Proportion Index, 1969-70 to 1984-85

v
.

*Total State General

Fund Expenditures University of . The Californfa ~ *California .
and Property’ California* State UniversityX. . : Cémmunity Colleges™* ;@
Year ~ Tax Revenues . Amount Tndex., _Amount Tndex = Amount - Index .
+ 1969-70 $ 9,026,000%~m. § 329,336 (3.6%) $284,963 (3.1%) #$ 337,225 (3.7%) - ¢
1930:71  ° 10,526,000 . 337,079 (3.2%) " 305,132 (2.8%) - 444887 - (4.2%)
9n-12 ° 11,265,000 335,578 (2.9%) 316,250 (2.8%) - 485,710 1 {4.3%)
1972-73 12,342,000 384,705 (3.1%) . , 373,181 (3.0%) 531,330 - (4.3%)
1973-74 - 13,992,000 445,910 . (3.2%) 428,919 (3.0%) . 579,148 (6.1%)
1974-75% " 15,704,000 514,556 (3.2%) | 481,546 (3.0%) © 772,958  (4.9%),
1975-76 1 ) 585,461 (3.2%) " -, 537,99 -(3,.0%) 940,864 (5.2%)
1876~17 ,793,000 ' 683,742 (3.4%) . 604,833 (3.0%) 1,023,660 .  (5.1%)
1977-78 21,906,000 . . - 737,498 . (3.3%) 666,072 - (¥.0%) 1,170,148 . . (5.3%) |
1978-79 21,065,000" (767,050  * ' {3,6%) 682,983 (3.2%) 1.093.23&)” €.4%)
197%-80 ) 24,050,000 901,951  -(3.7%) 814,453 - (3.3%) | 1,238,} (5-1%)
1980-81 T 27,413,000 . 1,074,584 (39%) - 952,052 °° (3.6%) 1,386,733 1(5301)
1981-82 28,867,000 , 1,097,293  (3.8%) 955,683 - (3.3%) 1,654,532 «  ¥(5.0%)
198283 " 29,926,000 1,125,469 (3.8%) . .907,338 fs.ozg 1,447,787 (6.8%)
198384 . 31,504,000 1;110,012 (3.5%) 949,984 3.0% 1,466,674 (4.7%)
198485 35,090,900 - 1,457,147 (4.2%) 1,151,552 (3.3%) 1,561,496 .- . (4.4%)

Note: "Total General Fund Expenditural-_zd Property Tax R'e\i_eAet" are. defined id the text,

*General Fund E;:pendn.uren snd Cppit utlay Funds for Public Higher Edycatioun in the Support Budget.

**Ail General Fund Expenditures and Prbper y Tax Rev-enuu,,i-nclud}'ng-Sute‘Operations, as defined ih ttte text,
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to' a ten-year low of é é percent in 1985 85 Commuplty College funding ' i
during ‘the early years (1969-70 to 1977-78), however, reveals a steady S
ihcrease in this segment's proportlon of funding; propelled largely hy
enrollment growth and the State's- policy to’ shlft ‘a hlgher percentage of

support to General Funds. . o /é

L]
+

MICRQ INDEXES FOR HIGHER EDUCATION IN CALIFORNIA

Displays Q‘through 9 on'the:following pages presents data for the six "micro.
- indexes" that by and 1erge compare trends within the three segmentsg. )

. o Display 4, the State Support Index, shows how the State's fiscal commitment
- to the threeé segments changes’ relatlve to the total expenditures of each
segment. As it 1nd1cates, the State-funded portion of the total expendi-
tures of' the University and State University fell.considerably between N
19%4-75 and 1983- -84 but then increased at an unprecedented rdte in 1984~85.

In contrast, the State- funded portion of the Community Colleges' total v+
income (including property tax revenues) increased between 1974-75 and -
1982-83 -- from 77.27 percent to 85. 61 percent.
e Display 5, the Instruct10n81 Support Index, shows ﬁow‘expenditures for
instruction have changed as -a proportion of total expenditures within
each sggment, .It indicates that these instryctional expéndityres in the
University and State University have declined’ during the past decade but
have remainhed virtually the same proportion in the Communlty Colleges.

° Dlsplay 6, the Instltutxonal Support Servicdes .Index, shows how expenditures
for general administration services have changed as a proportion of total
experditureg. Although. comsistent data for the decade is unavailable -
from the Community Colleges, ,it indicates that at both the Un{ver31ty and
State University adm1n13trat1ve costs have declined slightly as a percentage
of the total

~

e Display 7, ‘the Student Cha;ges ‘Index, éhows how general-purpose student
charges for residents and nonresidents have changed over the years, when |
"compared to total expenditures within each segment. It indicates that ,
these charges declined proportienally in the University and State University
until 1978-79 but then increased rapidly between 1980-81 and 1983-84,
~after which appropriations for 1984 -85 reversed this trend ‘
e Display 8, the Resident Student Charges Index, shows how statewide fees
charged by each of the public segments have changed over the years as a
" percentage .of State General Fynds. It indicates that fees -increased
sharply between 1980-81 :and 1983-84 at the University of Califotnia, but
returned in .1984-85 to ‘earlier lévels. For the State University, sharp
" increaseg occurréd ‘during the same years, but the 1984 85 level remained
consxderably higher' than before. -

o Finally, Display 9 the State-Funded Student Financial Aid Index, shows
how dirett Stat//snpport fod student aid has changed, compared to State
support for the ‘three public segments as a whole. It indicates that this
-aid grew ‘before 1979~ 80 but remained around an "eguil;btium" point through
1983484. = ' ® .
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DISPLAY 4 The State Support Index, 1974-75 to 1984 85 ;f. - SRR

. 3 _ Segment & R . : !
o Udiversity ~ _ The California California _
Yedr of Caliform’a' State University . Community Colleges
1974-75 . 31. 241. s 69.829 CT.21% -
1975-76 31.22 69.39 ‘ 82.66 v e
197677 - +_ 31.18  68.76 | 7 81.28 Lo .
1977-78 29.97 - ~70.79 ‘ 82.81 - -
.1978~79’ 29.90 - - . 67.83 82.82 -
11979-80" ' 28.10 - 68.90 . 82.70 |
1980-81 29.01 : 68.35 , - 82.38
1981-82 2704~ - - "66.69,° 83.99
1982-83 ’ 26° 26 ’, o 61.65 : 85.61
1983-84 o 25.43 . 61.61 - LN/AC
1984-85 27.06 66.07 - C L N/A
Percentage
"Point . : ~ . . -
Change - { + 4.189% = 3.75% - .+ 8.34% .
" Percent ' ' - . - ' : "

Change -13.38% - 5.37% L +10.79% ,

Notes: The State Suppnrt Index identifies.State general purpose funds for
each of the three public segments as a percentage of their total expenditures.

The years 1980-81  through 1983-84 include gLapital Outlay Funds for Public
.Higher Education (COFPHE) for the, University and the State Un1vers1ty, which

were expended for deferred maintenance and equipment replacement, thus re- )
lieving COFPHE funds for deferred maintenance in 1982483 and,1983-84. .
.For ,all segments, "State general purpose funds" mean State General Funds
- expended for some" Educat1onal or General purpose. For the Community Colleges,

" ‘property tax -revenues are 1ncluded (but not those ra1sed spec1f1cally for .
cap1tal outlay)

For the Communjty Colleges, State General Funds for. the d1str1cts and for
statewide programs are included, .38 well as property tax revenues as defined
" in the Appendix .

N/A = not available. :
Source: Cal1forn1a Postsecondary Education Commission- staff calculations
from Governor's Budgets and the State Controller's Annual Report on the

Financial Transactlons of School. Dlst;lcts for the relevant years
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DISPLAY 5 ‘The Jnstrudtionél SUpport'Index; 1974=75 to 1984-85.

) o . Segment T . r
“University of talifornia L . California Community Colleges
Instructional 3 Instructiomal The 7 Instructional. ‘Instructional
Expenditures/® ™ - Expenditures/ Califormia - Salaries/ falaries/
.+ Total - . Support for, ‘. State Totaly. =~ Current Expense
fear Expenditures Current Operations University Expenses ~ of Education
1974-7 17.43% " 36.61% - - 49.51% .,\ “N/A N/A
- 1975-76 . 17.28 35.87 - 48.69 45.26%- 58,91 :
1976-77 " 16.44 - .- 33.96 46.87 . 45 .43 52.59 i
1977-78 - 16.06 _ 33.96_- . 66.06 464.17 © . 52.53 -
1978-79 15.21 - . 33.2T .. 45.49 .45.56 . 53.02 .7
1979-80 . 15.42 1 33.61 45.09 45.28 .. 53.00
1980-81 15.44 . 32.87 ' 44.45 45,63 - 52.60
1981-82 14 .89~ “20.22 . . 45.46 - 45.83 -'52.55
1982-83 14.42 . 19.91 - :43.83 - 46.37 52.98
1983-84. &~ 10.36 . ©19.59 - 44,89 - - N/A ‘N/
1984-85 11.84 21.73 ©46.93. o N/A N/A -
Percentage _ '
Point N - ; ' - , : :
Change - - 5.59% . T -14.88% - - 2.58%  +1.11% - 0.93%
Percent - - ! ' i ' : Co .
Change - °'-32.07% =~ = -40.64% =~ _ - 5.21% + 2.45% - 1.73% .

Notes: The Instructional Support Index identifies instructional expenditures from all -
sources, including "General Purpose" ‘and "Restricted" Funds, as a percentage of total
support expenditures. , - )

1

‘For the University, the first column shows instructional support ds a proportion of

all expemditures, including extramurally funded operations. Since this includes large
amounts of funds for contracted research’ (such as for the ¢nergy laboratories), the -

" . ‘second column shows instructional Support as a proportion of the University's budget

for current Operations -- a measure that excludes extramural funding. This is a more
accurate measure of instructional support as a propdbrtion of all the University's
educational and general activities. .Therefore, it is the more meaningful proportion,
althdéugh it does not accord strictly with the Index's definition. S

For the State ‘University, only one column is shown since the amounts for contracted

research do qog'éppreciably affect the results of the calculations.

-
L

For the University and the State University, instruttidqél expenditu:eé are those
shown under the."Program display in each year's Governor's .Budget. Because budget
réporting for the Community Colleges is so different than for the four-year segments,

this straight-forward measure is not available. As a result, two surrogates for

"instrugtional support” -were .chosen for the Community Colleges: (1) the salaries of

-classroom instructors divided by total expenditures, and (2) the salaries of classroom

instructors divided by the current expense of education as defined in Education Code
Section 84362(b). These data are found in the State Controller's Annual Report on the

1

. N/A = not available. - o - S

Source: California Poqtsgcondary'Edqcation.Commiséion staff calculations.
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DISPLAY 6 Tbe Institutional Support Services X dax, 1974-75 to 1984-85

oo Segmeat - * ‘- R
, S ' : Unjvermty of California . T J D
- _ .. Support Services/ . Suppor?. Sequgs7 L ~California
oo : S . Total =~ = ‘Support for The California Community
Year ° Expenditure- Gurr%gnt Operations State UnWe'r:si'ty _Colleges
o 1974-75 3.54% : - 7.47% . . ©12.32% See notes. .
. 1975-76 3.53 - 7.32 A O ‘ N
1976-77 3.36 ., - » 7 7,01 C 12,26
197218 3.31° % © 688 114 -
1978-79 - 327 7 e 6.99 ' *10.49 .
1979-80 3.26 . - . 7.48 . 11.01 - :
. 1980-81 - -~ ®3 40 _ - 7.47 . 10.83 . ) o
 1981-82 I 3.05 7 " . 6.86 . . 10.86 - e
1982-83 2,90 : 6.47. y 11.13 ' .
1983-84 . 3.45 - 6.52 . 112.11
o 1984-85 . 3.50 ° - S 6.42 - 11.25
_ Percentage ) -t '
L Point . . S s S SR
‘ Change ~0.04%" | - -1.05% - T -1.07% *& . b,
~ Percent -0 . ' - . .
Decline " 1,13% ' 14.06% , 8.69% .

Notes: The Institutiénal Support Serv1ces Index identifies expenditures for -
_general administrative services as a proportion of total expenditures. For . -
the University of California, it includgs administrative expenditures from o
all sources =-- "General Purpose" and "Restricted" -- as a ‘percentage of
total: expenditu;es At the University, "Institutional Support Services" ..
costs cover executive management, fiscal operations, general administrative. ' -
services, loégistical services, and community relations. For. the State .
University, the term refersyto ‘all these categories plus a few others,
including physical plan operations. -Although the'program sub-elements for
thesé¢ services have differed slightly between these segments over the years,
the differences are minimal except ﬁor inclusion of plant operation and
maintenance in the State University's "institutional support" budget, as o
displayed in each year's Governor's Budget. Therefore, in order to achieve
comparability, this sub-element was removéd from the State Univer81ty s '
"institutional-support" figures before the Index was calculated. . v v

For the University, the first column shows institutional. support services' as
a percentage of all expenditures, including extramurally funded operations
(contracted research). A second column wgs added which shows these serVices :
as a proportion of the Univergity's budgeteigf current éperations -~ a measure

e . that excludes extramural funding. This is & more accurate measute: “f insti-
tutional support sefvices as a proportion of all the University*s education .
and general activities. , . . : ’

’ . ..
For the California State University, only one line is shown, since the
amounts for" contracted research do not apprec1ab1y affect the results of the
calculations. , .

" For the California Community Colleges, comparability -of «data from yeiar to °
year cdnnot yet be assured

N . v v &

Sougce: California Postsecoqdary Educatlon staff ‘calculations from the ' '
Governor's Budgets for the relevant years
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DISPLAY 7 -The Student dharges Index, 1974~75 to 1984-85

- o ~ ' - . Segment- “ x ~
\ 3 T Un1ver51ty —_ The Caﬁforma ' ) California - .
N . Year: - of Cahforma : State Universny " Community Colleges
Bt . —— L ’ : N
ST UY 7% L T 7.29% - . 6:48% - °  ®de notes.
S 1975¥%6 - . 7.48- . . 5.95 . S .

g 1976-77 6.98 " . . 5.93 poe :
197778 | 6045 S % S
1978<79 © 6,92 5.73 - S
-1979-80 < " 6.28 ~— 5:16 —~
, . - 1980-81 - 6,14 ' 5,22 o "
R . 1981-82 6.9} . 6.50 S ' Y
. 1982-83 - 7.88 ' . '10.48, ' o -
1983-84 8.61 _ ' 13.50 . _ -0
1984-85 ) 1.9 11.39 ‘
Percentage ¢ R ‘ . ‘
Point .- . : _
Change _ - 0.00% - “ .+ 4.91% .
Percent - i o -
' Change ~0.00% - +75‘77%

o
~

Notes:. The Student Charges Index identifies gereral purpose student charges
. and fees as a percentage of total expendltures
4 . - ’ .o ’ 4
For the Unlver31ty of California, student charges 1nc1ude the Reglstratiqn
and Education fees, summer session fees, and nén-resident tuition. "Total
expenditures' "are deflned as '"budgeted programs,"” excluding extramurally,
funded operations such as the energy 1aborator1es and contract research. ‘

... For the Callfornla State Unlver31ty, student charges include the student
S . services fee, the student serviges fee -(off campus), the State Un1vers1ty'
' " fee, summer session fees and non-resident  tuition. - -\ ,

For the California Communxtnyolleges, statewide fees were iastituted only ,'

in 1984-85. . : . ,
. . ‘ .
Sources: Callfornla Postsecondary Education Comm1ssion staff calculations
from the Governor's Budgets for relevant years and the Q@llfornla State
University's suppart budgets foq releVant years. '
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. "DISPLAY '8 The Resident Stydéht Chargéselpdéx, 1974-75 to 1984-85 '

. ' ' ¢t — .
: ’ ' L . . % . .- . )
PR T A | E R !
- . i , S‘egment _
, University of e California _ Talifornia Community Collegei
Year . - (Califorpia State Upiversity _Statewide Mandated Fee
" 1974-75, - 10.29% 6.60% . PR
. 1975-76 . - 10.88 . - 7.49 o e, - .

2 1976=77 . - 9:99 7.07 . Lo o
1977-78 . 7 "7 9.11 6.53 - - S
1978-79 . -. 10.42- - 6.31. - - - ‘
1979-80 . . 9.33° 5.28 - . e e
1980-81 . °  °9.¢5 S 5.14 . .- o

. 1981-82. ' 10.94 - * 665 ‘- .-

. 1982-83 12.90 L1309 | - .
1983-84 15.22 . 14,23 ‘ -- -

1984-85— - 11.25 - & .60 - . 5.68%
. Notes: The Resident Student’ Charges Index indentifies certain statewlde

© fees charged by the University o California, the California State University, -
and the California Communlty Colleges as’ a percentage of ftate General

Funds .
. o : _ ‘ . . ‘ _ _
‘ For the Unlver31ty of Callfornla, these fees are the Educatlon'Fee and the he .
Reglstratlon Fee.. _ . ‘ . *

®y

For the California State Unlversxty, t@ese feés include the Student SerV1ces
Fee, the 1981% 82 Emergency Fee, and the State Unlver81ty Fee. _ ‘
For the’California Community Colleges, these fees are the mandated charge of
$50 per semester for full-t1me students imposed in 1984-85. .
. Sources Cal1forn1a Postsecondary Education Commlssfdn staff calculatlons
from the Governor's Budgets for relevant years and the Callfornla State N
Unlver51ty s support budgets, for relevant years. . '
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R DISPLAY 9 The S ate-Funded'Student ana
' 1974+ 5 to 1984-85 )

i

v

. ,.§

Ai%al Ald Index, o

- y Yéar _ b - Index - .
‘ I : “w o
’ Ly 1974775 _\2.40% o
. . Y 1975-76° 2,60
e 1976-77 2.58 R
Y. 1 ..1977-78 2.63° L
. 1978-79 2.83 -
- ~1979-80 2,49
1980-81 2.53&’
. 1981-82 2.37} .
! 1982-83 2.38 \
. . v A 1983-84 2.38 ,
. . 1984-85 "2.25 . ‘
Percentage
Point _
Change -0.15% * .
. L I R i
, X ‘Percent s - ' .
o ‘ "'Change =6.25% -
- Note: The $tate-Funded Student FLnancial Ald Index 1dent1f1es State-funded.
Y o student- financial aid as. a percentage of State General Funds and property
o  tax revenues received by the three publlc segménts of higher -education.
"State-funded student financial aid" is defined as State General Funds
‘committed to:the .California Student Aid Commissioh, plus any other State.
- funds appropriated to the ‘institutions directly for financial aid, 'such as
. the suppott provided £6 the California State University starting in 1982+ =83 -
\ to counter the effect of ‘large 1ncreases in student fees. » '

> 1]

Source: - Cai!!brnla Postsecondary Educatlon Comm1ss1on staff calculatlons
from the Governor's Budgets for relevant years.
. “
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THE FUTURE OF CALIFORNIA STATE FINAN(ﬁ%IG N :
Coel Cﬁ'POSTSECONDARY’EDUCATTON ""_ . ’ )

© . ]

©

Without doubt California ' ‘enjoys a premler array of postsecondary 1nst1tut10ns.
Its. h1gher educatlon System is d1st1ngu1shed in terms of its high participation
rate (the number of students as’ a proportion of total . population), its-

acknowledged quality (the repilitation"sf institutions for instruction, research,.

~“and public service),.and its extensive diversity (the range of institutional ,
programs gnd courses). Achieving thése charactetistics has been expenS1ve,~ S

but the p ople of California -~ through thelr elected representatlves in

" tetms of public institutions, and on their own behalf through tuition payments
to independent colleges “and unlversxt;es =< have generally been W1111ng to
provide the necessary reSOurces.; : :

Although abundance and d1verS1ty have tradltlonally charaqﬁerized postsecondary
finance in Califernia, the lat¢ 1970s and early 1980s challenged both of -, -
‘these character1st1cs. Cons1derab1e evidence exis{s that in the decade from

" 1968 to 1977, "real" resourses.gncreased for all public institutions and for-
most 1ndependent ones. Publ¥c higher education commanded an increasingly’ ... .

- large share of State General Funds a property tax revenues, and the State
ranked among the highest in per. cap1£§§ﬁupport ‘for higher education (Jamison,
‘1981)» Although most 'independept institutions did pot share as fully in the .
growth of resources as did their public counterparts,. their financial condition
appears to’ have been sound during this earlier period. As of 1975, ‘the.
majority .of. California's independent colleges and universities seemed to be
in relatively stable financial health with revenues increasing faster than
expend1tures (Ga11f0rn1a Postsecondary Education Commission, 1978a,'pp

- 2-3). ' ' - ‘

Certalnly the year of Proposition 13 -- 1978 -~ represents a dramat1c pause
in this growth of resources, Although higher education's proportlon of -
State support did not fall, overall Statef and ,local resources provided to .
Calif ia's pub11c institutions dec11ne§\grec1pitously COmpa;ed to those

elsewhere --- from 35 percent above the natlonal average in 1977- fh to 3.5
percent above in 1978-79, in terms of expenditures for higher education per
"~ $1,000 of personal income (Jamison, 1981) ' _ .

-

The years between‘1981 and 1&84 then -saw major retrenchment imposed on most
institutions through tight buggets, ‘rapidly escalating student charges in
both the public -and private séctor, diminished student financial assistance
for students a{’ independent' institutj ons,\restralned salary increases, and
‘minimal outlays for buildings and eqdipment.. As a measure of this dec11n1ng
support, the proportion of State .resgur@gs prov1ded to the three public

segments betweeh 1981-82 and 1983-84 fell sharzlz:fﬁLstead1ly ”

The year 1984-85 signaled a dramat1c reversat” of this- decline, both for
publicly supported four-year lnstltutﬂbns, and for the California Student
Aid Commission, which is the ‘State's ‘source of financial assistance to
students at 1ndependent 1nstitutions. Further, . -tHe_. Governor's Budget for -

°
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.1985 86 would continue these-pbsitlve ttends for the four-year instxtutlons
. and the Student A1d<Commission.; To. date) fiowever’" &he Communxtx Colleges
have not shared in. this nesurgence, partly. because théir- enrollments have < .-
. declined by 24 percent -since 1981, :dnd partly’ bevause the State's. assumptlonﬁf? e
.. of fiscal respainisibility for them after. Propos1tlon 13"has led to an in¢reas-
ing, -although for the most: part unreﬁllzed ag yet): demand for more sbatewﬁde
_-accountab111ty and a clearer defination of their role. “;' ';; :
This current resurgence in the S;ate S“fascal 8upport for most of h1gher
education represents a'transition from the period of extengive- retrenchment
The new ﬁerxod will® likely involve ‘somg equlllbrium" support 1ével . for i
_ institutions but few ‘Additional .resources.. More funds are. 11ke1y to . flow B
<into spec1ally-targeted areas, ‘such as cap1t?1 needs- (espec;ally equipment =
replacement), high techiadlogy research, and enhanCed vocatlonal educatlon..:-'
+ Substantial amounts. for enrollment increases até unlikely, howevér: The
. " University of California is’ ‘veaching,.it§ maxlmum capadlty despite a ‘growing
demand for undergraduste spaces; the State University will -be"’ ‘affected, by .
the declining numbers of 18- teo 26-year olds,,ang the Community Colleges are
~-not likely to receive Statf support to regaln thelr lo§t~enrollments "_
‘As this new era beglns, {hree 1mportan¢ issues for the Iutureﬂof Californla
hlgher education’ have particular 1mpl1catlons for financing postsecondary
education in the: State~" (1) the’ cirrent lack of attractivepess oﬁGteachlng
_in higher education as a profession,-.(2)- the massive backlog of capital and ,
- equipment needs, and (3) the 1ncrea31ng costs to students of f1nanC1ng'the1
educatlon.. , . . S e j;

e - . ’ i
- ' /

. : - . T [ . . . ’ : S
. LACK OF ATTRACTIVENESS OF COLLEGE TEACHING AS.A PROFESSION

.. ' i B ' S v
_ During the past 15, years, ‘the purch881ng power of faculty salar1es has'
declined by 25 percent (American Assoc1atlon of : University Professors, 1984,
p: 3). Although this is unfortunate for faculty presently employed, its . .
implications. for the futuyre of higher edication are especially oﬁlnous. !
Thls decline, exascerbated by the, fact  that .salaries in most competlng
‘professions have -kept pace with inflatjionm,- obviously makes it d1ff1cult to 1.
convince the best students [to pursue :long-years oﬁ!educatlon 'so they can
-serve in the professorate The fact that only two-tenths of one percent of
today's freshmen plan“Uh careers ;a8 professors'-- a. decline of 89 percent
+ since 1965 ---suggests the exteh of this probfem. Although the State has-a
policy to pay salaries in its fJ ur-year institutions, that ‘are competit1ve :
~with' those: in compd&able institutions thréughout the country, this policy
alone will not insute the attractiveness of teaching in hlgher education as
‘an a ternative to other profeSslons. '

!
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"THE ,BACKLO® OF CAPITAL AND EQUIPMENT NEEDS

H
.

Capltal Outlay and equipment reptacement have been conslstently undfrfund
~in higher education over the past decade. Two receat developments ndicn
a new and positive response to this problem._-
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: i ® A 1arge- xnfusxxnx of ;esources into the Univgrsr}y' of " California for e
- Gapital outiayp prlmar11y fram‘ﬂigh Techpology Bond Funds and mon-State '
sourcgsi and* ﬂ;- : : .

R -:, RecagnlthnL y the State of”add1t1oﬁtl resdurces for deferred maintenance
:ﬁ:ﬁﬁf-, V'_Qui' and equipment replacement in all public segmeuts. o/ . t-'lf
f' ;" To meet this large back}og, the State is gradu&lly be1ng\{orced to ohanged. T

"”gﬁlts pay-as-you-go policy in thé area of capitjl putlay ‘and, along with’

Latd, e E:?--.‘mﬁst other states, ‘is adoptxng varjous forgs of- Wgteatlve f1nan€1ng" that

C D i’ inyolves new Tel&t1onsh1ps between institutions pf higher  education’ and .

o those who'provide funds for constBuction or. renovation. Eapital. oitlay .and
AR ma1n§enauce are two of the most critical challenges facing weducational

Tow. " institutions today. Successfully responding to thede challenges requ1res T
P — long-r range. plann1ng rather than. "crash" programs. L.
o ' ST L . L I

< IR

STUDENT COSTS QF,EDU;CA-TIQﬁ.;' . S

b,

A steady increase in tu1t1on at 1ndependent institutions- has occurred dur1ngn
the “past decade, and - fées rose- rapidly in the public sectorfurmg re%zgt
years. , Before 1984485, these increases ‘were not aocompanied hy suffic

~ funds in State student. financial aid to offset the growing need for "self;
help," which meant larger contr1butions fron parents, more jobs for students,
and a staggering increase in student loans. Further, the initial results of

e : the Commission's ‘study of the financial condition of 1ndependent institutions
s : - indicate that this ‘trend has had sefious repercussions in this sector. The
o . continuing dec11ne in federal studeht aid means that, even with 1arge increases  * .
;. : - -in State student financial aid along wi pol1C1es to hold dewn student

charges at public institutions, ablarger financial sacrifice will be required
‘from students-and their parents to finance cpllege attendance..-,”

' .coNCLUSIQN R
C - o . . j‘,__ . . ' . ; ) . N -;"; . . R

7

In sum, the State of Callforn1a has placed~a h1gh priority on its b stsecondary

. sector by fiscally supporting extensive access, high qual1ty, an d1ver31ty .
. -of . .educationa} opportunity. Specifically, this priority has beehﬂreflected ; SN
R 8 " in the State's high level of institytional fidance, its policy of di&tr1but1ng .
i ' campuses and 6ff-campus centers throughout the Statgg, its extensivé program ' S
., "~ ‘of student f1%.nc1a1 aid to studeuts attending 1ndependent 1nst1tu_1ons, and /
S : its. policy of low student charges. : T : '

! N
\

During- years of groyph in its revenues, the State has’ typ1ca11y enhahced the
financing of higher educat1on, bothzin terms of institutional reveers and
student financial aid.  Héwever, wh recessions have forced State rqyenues
" down, higher education has suffered budget reductions larger than the:gverage
for publicly supported services, and this pattern will likely be repeated in _
the,fu}ure To a considerable extent, these d1sproport1onate cutw'come* :

' . - \‘
.. Al . N
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7; ’because the Staﬁe "saves" money durlng rétrenchment *chiefly by hold1ng down
“"* dalaries -- by far the largest single item of expenditure in higher educatien.
Furthcr, the relatively low level of studént charges in the ‘public sector-
means that increases in fees, are a tempting source ﬂ%sreplace State funds.
~ Finally, capital outlay and maintenance has been a prime target for reductions,
-and higher education has the State's largest investmept in capitad facilities,
excluding highways. Thus, despite\the current upward trend in State support .’
for postsecondary education, hard times in the fature will more than’ 11ke1y
result in anpther con31derab1e downturn.in this support.

s
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PO APPENDIX

~

o & Chlculatlng the Cahforma Higher Education Pr0portlon Index .

» 4

4 ol
« - As noted in Chapter Seven, the California Higher Education PrOportion Index

“ measures - ‘the proportion of State 'General Fund expenditures’ and property tax
r. ' 'revenues that have Been committed to the, three "public. segments of highex -
' 'educat1on in.California '-- the University.of California, the California

State Univers1ty, and the California Community Collegesf ‘In addition, -the,

Index shows that. proportion represented by each of the’egments, and

their change over time. Of the various measyres availa comparing the
"State's commitment” to public higher.education to all’ ot tate serV1ces,
this index is perhaps the most analytlcal and comprehensive. - L

- The Index 1ncludes State GeQeral Fund expendxtutes because all three segments °
receive most of their Education and General revenues from th1s source.
Property - tax revenues are included as part of State funding because of the
Community Collegesl reliance “on this source. To ignore property. taxes in a .
. historicdl measure of higher educat1on fund1ng in Cal1forn1a would ser1ously .
.. skew’ the results » : : oo o
. - . . . i . P L4
Although every effort was made to- keep the calculat1oﬂ'of thls Index simple, -
the complexities of -State “finance over time requ1re some adjustments -For
example, in order to avoid double counting certain subventions for property
taxes and the inclusion_of capital outlay, certain adjustments«to aggregate
. State General fund. expend1tures need to be made. ?* .

.I

The Index is calculated through the following procedures: ‘;:::\\”gy o

1 'l'otal General Fund Expend1tures (ad_]‘usted) and’ Property Tax Revenues

' ' 1.1 Adjusted . General Fund Expenditures = General Fund Expenditures .
o shown in Schedule 3, Governor s Budget (less: General Fund cap1tal
. outlay expend1tures)

-
7 N

"1.2 Property Tax Revenues = Property Tax Revenues as reported by the L
Offiece of the Legislative Analyst and the Board of Equalization - . AL

" .(excluding bonded indebtedness, business lnventory tax relief, and.- K
homeowners property tax rellef) - : 3

yYoo. . ¢ .
: 21 General Fund Expendltures and Property Tax Revenues for the Public ,\\-
o o _Segments . . : _ . : .

2.1 Actual State General Fund Expenditures by theé Un1ver81ty of Califonn!e
' (Appropriated funds are used for the current year\ Sources include
the Governor's Budget and University documents ) " o
2.2 Actual State General Fund Expendltures by the Ca11forn1a State
University. .(Appropriated funds for the curren€ year.  Sources
include the Governor's Budget and University doguments). -. - SRR
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”,;7_4.., '; ‘2 3 State and property tax‘support for the Commun1ty Colleges
' State Sugport\\ )
.. x ' General‘Apportlonments . o | . | - o
R A . . Business Inventory Tax*Kelief ° ' o e
- . Homeowner's.Property Tax Relief * . , '
N L s .. = Other Tax Rb11ef Subventions S
- o . Handicapped Allowancg and EOPS o
L fNet State General Fuands for L o
o the Board of Governors and :
« .. the Chancellor 8 Offiae . _
.o o AU . _ v -
) plus chal RQVenues LTy .
. . B . . .. . g
. - L : Zf- Dlstrict C1ty, and County Taxes ’ '
) v minus Cap1tal Ouuﬂay;- -
‘These amounts arp avallablé for pastmyekf n either the -
T . annual  Governdr's Budget or in the State C@ftroller's Annual
. , . Rego? of " the Financial Trapsactlons of Afhool Districts.
o ' . Current- .and prior-year data are &stimates Mysed on the Gpver-
AR L " nor's Budget, the annuzl Budget Act, and information from the,
, C vt staff of the Chantellor s Office of the Callfornlq Communlty

, , Colleges oot ‘ : i
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