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OVERVIEW 
Public postsecondary 'education in California consists of formal instruc" 

tion,research, public service, and other learning opportunities offered by 
educational'institutions which are eligible for state fiscal support. Post
secondaryedu~at~gn 'institutions I?rima'rily serve persons who haye 
completed their' secondary education or who are beyond the age of 
compulsory school attendance. "'" . 

This section of the A nalysis presents overview data on postsecondary 
education:in California. It is intended to provide 'historical information 
and comparativ~>statistics to supplement the individual budget analyses 
that follow. ' " 

ORGANIZATION 
California'~ system of public postsecon.dary ,education is the largest in 

the nation, and consists of 136 campuses serving approximately 1.9 million 
students. This system is separated into, three distinct public segments 
-the University of Califorilia (UC) with nine campuses, the California 
State University (CSU) with 19 campuses, and the California Community 
Colleges (CCC) with 106 campuses. The state also supports the Hastings 
College of the Law and the California Maritime Academy (CMA). 

In addition to the public system, there are approximately 385 indepen
dent colleges and universities in California which serve an estimated 
200,000 students. 

ENROLLMENT AND STUDENT FEES 
Enrollment 

Table 1 compares headcount to the number of full-time equivalent 
(FTE) students or, in the case of the CCC, the average daily attendance 
(ADA) for the three public segments since 1980-81. An FTE is one 
student taking 15 units; three students taking five units; or any variation 
thereof. One ADA is equal to one student under the immediate 
supervision of a certificated instructor for a total of 525 hours in an 
academic year. 

On an FTEt ADA basis, the increase in enrollment budgeted for the 
three segments in 1989-90 is 1.5 percent. This is attributable primarily to 
the budgeted increase of 2.2 percent at the community colleges. 

26-78859 
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Table 1 
Postsecondary I=ducation 

California Enrollment in Public Higher Education 
1980-81 through 1989-90 

UC 
Heotlcount FIE 

1980-81..... .... ....... 131,591 126,119 
1981-82. . . . . . . . . . . . . . .. 134,547 128,035 
1982-83. . . . . . . . . . . . . . .. 134,946 129,643 
1983-84. . . . . . . . . . . . . . .. 137,175 130,822 
1984-85..... ........... 140,643 133,705 
1985-86. .... ........... 144,040 136,928 
1986-87................ 148,176 141,766 
1987-88................ 152,943 145,983 
1988-89 (est.)......... 154,092 149,116 
1989-90 (est.)......... 158,010 151,213 
Percent Change 

CSU Community Colleges Totals 
Heotlcount FIE HeadCount ADA HeadCount FTE/ADA 
317,503 238,646 1,383,236 725,514 1,832,330 1,090,279 
318,584 239,927 1,431,524 749,187 1,884,655 1,117,149 
317,946 241,407 1,354,982 727,305 1,807,874 1,098,355 
315,904 241,989 1,248,916 665,099 1,701,995 1,037,910 
318,528 242,752 1,176,221 645,435 1,635,392 1,021,892 
328,818 248,456 1,176,712 639,916 1,649,570 1,025,300 
338,444 252,789 1,199,759 664,919 1,686,379 1,059,484 
347,441 258,243 1,264,409 681,249 .1,764,793 1,085,475 
358,699 2frT,771 1,308,037 704,857 1,820,828 1,121,744 
363,250 267,380 1,336,354720,275 1,857,614 1,138,868 

1988-89 to 1989-90.. 2.5% 1.4% 1.3% -0.1 % 2.2% 2.2% 2.0% 1.5% 

Ethnic Composition of Students. Table 2 shows the latest available fall 
enrollment data on the racial and ethnic make-up of students within each 
of the three public segments from 1984 to 1987. These data, compiled by 
the California Postsecondary Education Commission (CPEe;), reflect 
voluntary self-designations made by students. The data have not been 
verified and are not complete because many students choose not to 
report their racial or ethnic status to their campus. 

Table 2 shows that the community colleges have the most diverse 
ethnjc enrollment of any segment. 
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Fall Data 
1984 through 1987 
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eee - esu ue 
1984 1985 1986 1987 1984 1985 1986 1987 1984 1985 1986 1987 

Undergraduate: 
White.;........................... 67.9% 66.4% 66.7% 66.2% 69.4% 68.6% 67.9% 66.7% 69.6% 67.7% 65.7% 63.7% 
Black ................ i. . . . . . . . . . . . . 8.4 7.7 8.0 7.7 6.3 6.1 5.8 5.8 4.3 4.4 4.6 4.7 

13.4 13.6 14.0 9.8 10.1 10.4 
ILl 10.2 10.6 13.1 14.0 14.8 

Hispanic. . . . . . . . . . . . . . . . . . . . . . . . . . . 12.6 
Asian.............................. 9.6 

10.9 7.1 8.0 8.6 9.4 
15.4 Hf5 19.3 20.5 21.5 

American Indian. . . . . . . . . . . . . . . . . . 1.6 1.4 1.4 1.4 1.3 1.2 1.1 1.1 0.5 0.6 0.6 0.7 

Graduate: 
White ............................ . 77.3% 77.4% 77.8% 77.5% 78.4% 78.4% 77.9% 77.1% 
Black ............................. . 4.7 4.7 4.5 4.5 3.7 3.8 3.7 3.7 
Hispanic .......................... . 7.3 7.3 7.2 7.6 6.3 6.2 6.4 6.5 
Asian .............................. . 9.6 9.3 9.4 9.3 10.8 11.0 11.4 12.0 
American Indian ....... : ......... . 1.1 1.2 1.1 1.1 0.7 0.6 0.6 0.7 "d. 
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Table 3 shows the level of state imposed fees charged to students at the 
public postsecondary education institutions in 1987-88 and 1988-89, and 
the budget proposal for 1989-90. 

Table 3 
Postsecondary Education 

Student Fees in California Public Institutions 
1987-88 through 1989-90 

Changejrom 
Actual Actual Prop. 1988-89 
1987-88 1988-89 1989-90 Amount Percent 

University of California 
Systemwide fee ............................ $1,374 $1,434 $1,577 $143 10.0% 

California State University 
Full-time fee ............................... $630 $684 $750 $66 9.6% 
Part-time fee ............................... 366 396 438 42 10.6 

Hastings College of the Law 
Mandatory fee ............................. $1,282 $1,410 $1,577 $167 11.8% 

California Maritime Academy 
Mandatory fee ............................. $807 $885 $973 $88 9.9% 

Community Colleges 
Mandatory fee ............................. $100 $100 $100 

EXPENDITURES 
Table 4 summarizes proposed expenditures for postsecondary educa

tion in 1989-90. Total support for all public higher education is proposed 

Table 4 
Postsecondary Education 

Summary of Proposed 1989-90 Budget 
By Funding Source 

(dollars in thousands) 

General State Other Property Student 
Fund Lottery State Federal Tax Fees Other Totals 

University of California ... $2,053,466 a $23,713 $84,452 $2,989,589 b $438,675 $2,609,175 C $8,199,070 
California State University. 1,621,578 a.d 38,600 5,014 82,864 359,787 d 446,495 2,554,338 
California Community 

Colleges ............. 1,507,113 113,642 71,718 136,600 $697,114 66,941 564,072 3,157,200e 
Hastings College of the 

Law. ... .. .. ... .. ... . 13,m 217 295 2,408 4,110 20,141 
California Maritime Acad-

emy ............... .. 
Student Aid Commission .. 
California Postsecondary 

Education Commis-

6,629 
143,664 

30 
25,263 

401 
163,668 

1,810 368 9,238 
332,595 

sion ................. ~ ~ __ 20_ ~ 
Totals ................ $5,348,945 $176,202 $186,447 $3,377,726 $697,114 $869,621 $3,624,240 $14,280,295 f 
Percent of Totals.. .. . 37.5% 1.2% 1.3% 23.7% 4.9% 6.1 % 25.4% 100.0% 

a. Includes lease purchase revenue bonds of $15 inillion for ue and $2.5 million for esu. 
b. Includes $2.3 billion budgeted within ue for three Department of Energy laboratories. 
c. Includes $68 million diverted from the ue retirement system in 1989-90, reimbursements, hospital fees, 

private contributions, sales and service, and auxiliary enterprises. 
d. The $359.8 million in fee revenues are shown in the Governor's Budget as a General Fund 

appropriation. . 
e. Includes expenditures not shown in the Governor's Budget. 
r. Excludes capital outlay. 
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at $14.3hillion. Of the total, the state General Fund would provide $5.3 
billion, or 38 percent. The $3.4 billion from the federal government is the 
second largest source of support for higher education; however, $2.3 
billion of this amount is allocated to the DC for support of the Depart
ment of Energy laboratories at Los Alamos, Livermore, and Berkeley. 

The only segment of higher education receiving local support is the 
community college system, which .will receive an estimated $697 million 
from property tax revenues (including local debt). 

CALIFORNIA POSTSECONDARY EDUCATION COMMISSION 

Item 6420 from the General 
Fund and Federal Trust Fund Budget p. E 55 

Requested 1989-90 ........................................................................ .. 
Estimated 1988-89 .......................................................................... . 
Actual 1987-88 ................................................................................. . 

Requested decrease (excluding amount 
for salary increases) $213,000 (-2.7 percent) 

Total recommended reduction ............ ; .................................... .. 

1989-90 FUNDING BY ITEM AND SOURCE 
Item-DescriptloiI 
6420-001'lXl1--Support 
6420-001-890-Adrninistration 
6420-10l-890-Local assistance 
Reimbursements 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
Federal 
Federal 

$7,713,000 
7,926,000 
6,274,000 

None 

Amount 
$3,384,000 

182,000 
4,127,000 

20,000 
$7,713,000 

The California Postsecondary Education Commission (CPEC) is com
posed of 15 members. It is an advisory body to the Legislature and the 
Governor, and has responsibility for postsecondary education planning, 
evaluation, and coordination. No one who is regularly employed in any 
administrative, faculty, or professional position by an institution of public 
or private postsecondary education may be appointed to the commission. 
Representatives of postsecondary institutions provide advice to the 
commission through a special advisory committee. 

The commission has 49.6 personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes $3,384,000 from the General Fund for support of 
CPEC in 1989-90. This is· a decrease of $99,000, or 2.8 percent, from 
estimated current-year expenditures. 
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CALIFORNIA POSTSECONDARY EDUCATION· COMMISSION---C:ontinued 
Table 1 summarizes expenditures and funding sources for the commis

sion in the prior, current, and budget years. As the table shows, the 
budget proposes a 27 percent increase in federal funds and a 98 percent 
decrease in reimbursements for the commission in 1989-90. This is due to 
(1) an estimated increase in the level of grants in the federal Mathemat
ics, Science, and Foreign Language Grant Program, and (2) the termi~ 
nation of a reimbursement agreement with the State Department of 
Education for the same program. 

Table 1 
California Postsecondary Education Commission 

Budget Summary 
1987-88 through 1989-90 
(dollars in thousands) 

Actual Est. 
Programs 1987-88 1988-89 
Executive ................................. : .. . $517 $494 
Research and evaluation .................... . 1,147 1,279 
A~strati~n and management informa-

tion seI'Vlces ........................... .. 4,610 6,153 
Totals ...................................... . $6,274 $7,926 

Funding Sources 
General Fund . .............................. . $3,098 . $3,483 
Federal funds ............................... . 2,138 3,384 
Reimbursements ............................. . 1,038 1,059 
Personnel-years .............................. . 50.1 49.6 

Prop. 
1989-90 

$476 
1,206 

6,031 
$7,713 

$3,384 
4,309 

20 
51.0' 

Percent Change 
From 1988-89 

~3.6% . 
-5.7 

-2.0 
-2.7% 

-2.8% 
27.3 

-98.1 
2.8% 

Table 2 shows the factors accounting for the change in the commis
sion's planned General Fund expenditures between the current and, 
budget years. 

Table 2 
California Postsecondary Education Commission 
Proposed 1989-90 General Fund Budget Changes 

(dollars in thousands) 

1988-89 Expenditures (Revised) ..................................................... . 
Baseline and Workload Adjustments -
Salary annualization ............................................................. , ... .. 
Benefits ............................... ,................................................ . 
Nonrecurring expenditures.. . . .. . . .. .. . . .. . . .. . . .. . . . . . .. . . . .. . . . .. . . .. .. . . .. . . .. ... .,' 

1989-90 Expenditures (Proposed) ......................... : ......................... .. 
Cbange from 1988-89: ' . , 
Amount .............................................................................. . 
Percent ...................................................... : ............. : ........ .. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

$3,483 

$lll 
15 

-225 
$3,384 

-$99 
-2.8% 

We recommend approval of the proposed level of General Fund 
support for the ePEe. As Table 2 indicates, thisjs essentially a status quo 
budget which includes no new program initiatives., . 

In addition, we recommend approval of the following Budget Bill' 
items: 
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• Federal Trust Fund (Items 6420-001-890 and 6420-101-890}-The 
budget proposes the expenditure of $4.3 million from the Federal 
Trust F~.md for continued support of a grant program to improve the 
skills of teachers and the quality of instruction in mathematics, 
science, critical foreign languages, and computer learning in elemen
tary and secondary schools. This isthe fourth year offederal support 
for this program. . 

THE UNIVERSITY OF CALIFORNIA 

Item 6440 from the General 
Fund and various other funds Budget p. E 60 

Requested 1989-90 ................ .'.' ........................................................ $8,199,070,000 
Estimated 1988-89 ........................................................................... 7,621,224,000 
Actual 1987 -88 .................................................................................. 7,074,095,000 

Requested increase (including amount 
for salary increases) $577,846,000 (+7.6 percent) 

Total recommended reduction ................................................... 17,200,000 
Recommendation pending ................................. ;......................... 9,200,000 

1989-90 FUNDING BY ITEM AND SOURCE 
Item-Description 
Budget Bill Items 
6440-001-001-Main support 
6440-001-04&-Research 
6440-001-144-Research 
6440-001-234-Research 
6440-001-785-Asbestos clean-up 
6440-001-814-Lottery revenue 
6440-003-001-Revenue bonds 
6440-006-001-Financial aid 
6440-011-OO1-Compensation 
6440-016-001-Hospitals 
6440-490-Reappropriation 
6440-491-Reappropriation 

Subtotal, budget bill items 
Non-Budget Bill Funding 
Department of Energy Laboratories 
Expenditures from other fund sources 

Subtotal, non-budget bill funding 

Grand total 

Fund 

General 
Transportation 
Water 
Cigarette 
Bond Act of 1988 
Lottery 
General 
General 
General 
General 
General 
General 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

Amount 

$1,934,750,000 
956,000 
100,000 

43,896,000 
2,200,000 

23,713,000 
4,400,000 

45,049,000 
50,667,000 
8,000,000 

10,600,000 
($2,124,331,000) 

$2,277,000,000 
3,797,739,000 

($6,074,739,000) 

$8,199,070,000 

Analysis 
page 

1. New Campus Planning. Withhold recommendation on 809 
$500,000 requested from the General Fund for site selection 
plans for one or more new UC campuses pending receipt of 
an expenditure plan from Uc. . 

2. Institute on Global Conflict and Cooperation. Recommend 810 
that during budget. hearings, the Department of Finance 
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THE UNIVERSITY OF CALIFORNIA-Continued 
report on why it proposes to eliminate General Fund 
support of $550,000 for the Institute on Global Conflict and 
Cooperation. 

3. Teaching Hospitals. Withhold recommendation on $8 mil
lion requested from the General Fund for the teaching 
hospital subsidy because updated data will be available 
during budget hearings. 

4. UCLA Disabled Student Services. Withhold recommenda
tion on $1.2 million requested from the General Fund for 
services for disabled students, pending additional informa-
tion from the university on its allocation formula for the 
distribution of these funds. 

5. Asbestos Abatement Projects. Delete Iter1J, 6440-001-785 ($2.2 
million). Recommend deleting the $2.2 million requested 
from the 1988 Higher Education Capital Outlay Fund for 
asbestos abatement projects, based on recommendations for 
state asbestos abatement programs contained in our Perspec-
tives and Issues. 

6. Retirement Valuation. Reduce Item 6440-001.,.001 by $15 
million. Recommend a reduction of $15 million from the 
General Fund to reflect the full annualized savings in the 
state contribution to the University of California Retirement 
System (UCRS) that result from the Jime 1988 actuarial 
valuation of the system. . 

7. Reappropriation Provision. Recommend adoption of Budget 
Bill language, comparable to that adopted in the 1988 
Budget Act, that prohibits reappropriation of the. state's 
share of excess federal overhead income to UC and instead 
returns this income to the state for General Fund savings. 

8. Revenue Bond Payments. Recommend that during budget 
hearings, the Department of Finance report on why its 
estimates of UC revenue bond payments for the current and 
budget years differ from those of the State Treasurer's 
Office. 

GENERAL PROGRAM STATEMENT 

812 

814 

816 

819 

820 

821 

The University of California (UC) was established in 1868 as Califor
nia's land grant university. It encompasses eight general campuses and 
one health science campus. UC has constitutional status as a public trust, 
and is ,administered under the authority ·of a 28-member Board of 
Regents. 

Admission. Admission of first-year students to UC is limited to the top 
one-eighth (12.5 percent) of California's high school graduates. The 
university is permitted to waive this admission . standard for up to 6 
percent of the newly a,dmitted undergraduates. UCplans to enroll 
approximately 151,000 students in 1989-90. . . 

Curriculum. UC offers a broadly based undergraduate curriculum 
leading to the baccalaureate degree at each general campus. The 
university has sole authority among public institutions to award doctoral 
degrees in all disciplines, although it may a:ward joint doctoral degrees 
with the California State University (CSU). In addition, within the public 
higher education system, it has exclusive jurisdiction over instruction in 
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the professions of law, medicine, ,dentistry, and veterinary medicine and 
primary jurisdiction over research. The university has three law schools, 
five medical schools, two dental schools, and one school of veterinary 
medicine. 

Administrative Structure. Overall responsibility for policy develop
ment, planning, and resource allocation within the university rests with 
the preSident, who is directly responsible to the Regents; Primary 
responsibility for individual campuses has been delegated to the chan
cellor of each campus. The academic senate has been delegated the 
authority to determine admission and degree requirements, and to 
approve courses and curricula. 

Faculty and Staff. The Legislature does not exercise position control 
over the university. Rather, the state appropriates funds to the university 
based on various workload formulas, such as one faculty member for 
every 17.61 undergraduate and graduate students. The university then 
determines how many faculty and other staff will actually be employed. 
Thus, review of actual ami budgeted position totals is not as meaningful 
for the university as it is for other state agencies. In the current year, UC 
has a budgeted workforce totaling 59,495 personnel-years. 
OVERVIEW OF THE BUDGET REQUEST 

Total Expenditures. The UC . budget proposes total expenditures 
(including salary increases) of $8.2 billion in 1989-90. This is $578 million 
(7.6 percent) above estimated current-year expenditures. 
. Table 1 provides a systemwide budget summary by program for the 
prior, current, and budget years; As the table shows, the budget has two 
components: (1) budgeted programs, and (2) extramural programs. No 
direct state appropriations are provided for extramural programs, al
though UC does receive some state support for extramural programs 
through state agency agreements. " 

Table 1 
The University of California 

Budget Summary 
1987-88 through 1989-90 
(dollars in thousands) 

Actual Est. 
Budgeted Programs 1987-88 i988-89 
Instruction ...... " ............................ $1,299,531 $1,433,853 
Research ..................................... 204,317 201,857 
Public service ............................... 81,201 95,036 
Academic support ........................... 322,172 346,945 
Teaching hospitals .......................... 944,693 1,078,588 
Student services ............................. 171,774 171,161 
Institutional support ........... " ............. 262,230 285,126 
Operation and maintenance ................ 219,840 261,212 
Student financial aid ........................ 79,233 79,943 
Auxiliary enterprises ........................ 210,305 270,104 
Special Regents' Program .................. 42,459 70,003 
Uruillocated adjustments .................... 12,277 -36,404 

Prop. 
1989-90 

$1,465,976 
"245,203 

97,797 
356,474 

1,164,308 
171,161 
286,706 
269,115 
84,439 

297,102 
71,605 

113,784 
Subtotals, budgeted programs ............ ($3,850,032)($4,257,424) ($4,623,670) 

Extramural Programs 
Sponsored research and other .............. $1,158~922 $1,216,100 $1,298,400 
Department of Energy labs ................ 2,065,141 2,147,700 2,277,000 

Subtotals, extramural programs .......... ($3,224,063) ($3,363,800) ($3,575,400) 

Grand totals ............................... $7,074,095 $7,621,224 $8,199,070 

Change/ram 
1988·89 

- Amount Percent 
$32;123 2.2% 
43,346 21.5 
2,761 2.9 
9,529 2.7 

85,720 7.9 

1,580 0.6 
7,903 3.0 
4,496 5.6 

26,988 10.0 
1,602 2.3 

150,188 
($366,246) (8.6%) 

$82,300 " 6.8% 
129,300 6.0 

($211,600) @%) 

$577,846 7.6% 
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THE UNIVERSITY OF CALIFORNIA-Continued 
Funding Sources 
Budgeted Programs: 
General Fund .. ............................. $1,888,872 $1,974,622 $2,053,466 $78,844 4.0% 
University general funds ................... 126,870 179,701 187,219 . 7,518 4.2 
UC Retirement System fund ................ 68,000 68,000 
Special Account for Capital Outlay .. ...... 2,183 
State Transportation Fund . ................. 956 956 956 
California Water Fund ..................... 1oo 1oo 1oo 
Cigarette and Tobacco Products Fund ..... 43,896 43,896 
Facilities Bond Act of 1988 ................. 3,000 2,2oo -8oo -26.7 
Lottery Education Fund .................... 20,150 23,732 23,713 -19 -0.1 
Federal funds . ................. " ............. 10,737 . 12,089 12,089 
University funds-restricted . ............... 1,800,164 2,063,224 2,232,031 168,807 8.2 
Extramural Programs: 
State agency agreements .. : ................. $35,127 $36,2oo .$37,3oo $1,1oo 3.0% 
Federal funds . .............................. 629,459 654,600 700,5oo 45,900 7.0 
Private gifts, contracts and grants ......... 209,947 226,7oo 247,1oo 20,4oo 9.0 
Other University funds ..................... 284,389 298,600 313,5oo 14,900 5.0 
Department of Energy (federal) ........... 2,065,141 2,147,7oo 2,277,000 129,3oo 6.0 
Personnel-years ............................. 59,279 59,495 60,128 633 1.1% 

a. Not a"meaningful figure. 

General Fund Support/or Budgeted Programs, "Table 1 shows that the 
budget proposes to expend $2.1 billion from the General Fund for 
support of the UC system in 1989-90, a net increase of $78.8 million (4 
percent) above 1988-89. This increase includes $50.7 million associated 
with the cost of 1989-90 salary and benefit increases. 

Although Table 1 shows the university will receive a 4 percent increase 
in the General Fund budget for 1989-90, the actual increase in General 
Fund-supported programs is substantially above that. This is because 
these programs are also partially funded from: (1) the diversion of $68 
million from the normal General Fund contribution to the university's 
retirement system, and (2) a $20.3 million increase in student fees above 
the normal levels. Adjusting· UC's 1989-90 budget for these fees and the 
retirement diversion, increases the change in General Fund program 
expenditures to 8.5 percent. 

While the major source of general (unrestricted) revenue for UC's 
budgeted programs is the state General Fund, UC also receives other 
general revenue from nonresident tuition, the state's share of overhead 
receipts associated with federal grants and contracts, and some minor 
student fees. Table 1 shows that other university "general funds" will 
total $187 million in 1989-90, in comparison to the $2.1 billion from the 
state General Fund. Because revenues from these various sources are 
combined with state General Fund support, it is not possible to identify 
expenditures by revenue source. Consequently, although the state's share 
is 92 percent of the total, the combined total of the state General Fund 
monies and the other general-purpose revenues available to the univer
sity is referred to in this analysis as "general funds." 

UC's budgeted programs are divided into 12 classifications. In. the 
analysis that follows, we discuss the budget request for the following six 
programs that, in our judgment, raise issues warranting the Legislature's 
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attention-Instruction, Research, .Teaching Hospitals, Student Services, 
Operation and Maintenance, and Unallocated Adjustments. 

Expenditures by Source of Funding 
Table 2 shows the source. of funding for each individual program for 

1989-90. For example, the table shows that general funds provide $934 
million (97 percent) of the $960 million general campus instruction 
budget. In contrast, general funds provide for only $66 million (5.7 
percent) ofthe $1.2 billion teaching hospitals' budget (patient charges for 
serVIces provide most of the balance). 

Budgeted Programs 
Instruction 

Table 2 
The University of California 
Source of Funds by Program 

1989-90 Governor's Budget 
(dollars in thousands) 

Student Sales 
General Federal Fees and and 
Funds Funds Tuition Seroices 

Endow· Other 
ments Sources Totals 

General campuses ......... . . . . . . . $933,613 $50 $1,393 $8,171 $3,634 $13,475 $960,336 
Health sciences.... .......... ..... 276,438 740 106,393 2,430 8,048 394,049 
Suminer sessions.. .. .. .. .. .. .. .. .. 16,390 99 16,489 
University extension .............. __ -____ -_ 95,062 __ 40_ .__ 95,102 

Subtotals, instruction ............ ($1,210,051) ($790) ($112,845) ($114,604) ($6,064)($21,622) ($1,465,976) 
Research.. .. .. .. .. .. .. .. .. .. .. .. .. . $176,892 $3,122 $4,269 $10,412 $50,508 $245,203 
Public. service...... ..... ..... ..... . 53,723 8,177 $4,087 26,753 1,282 3,775 97,797 
Academic support.................. 226,039 4,308 103,037 1,949 21;141 356,474 
Teaching hospitals..... ..... ..... ... 66,000 1,098,106 172 30 1,164,308 
Student services ........ '" .. ... .... 4,511 148,999 865 42 16,744 171,161 
Institutional support. . . . . . . . . . . . . . . . 216,127 13,426 2,450 2,137 52,566 266,706 
Operation and maintenance of plant. 248,154 16,729 716 3,516 269,115 
Student Ilnancial aid . . . . . . . . . . . . . . . . 46,266 29,538 8,512 123 84,439 
Auxiliary enterprises. . . . • . . . . . . . . . . . 2,383 294,697 22 297,102 
Special Regents' Programs. . . . . . . . . . . 71,605 . 71,605 
Unallocated adjustments. . ... .. ... .. . 60,922 ___ 20,660 ~ 4,592 26,123 113,784 

Subtotals, budgeted programs .... ($2,308,685) ($12,1l89) ($352,975) ($1,646,268) ($35,900) ($267,753) ($4,623,670) 
ExtromuralProgroms 
Sponsored research and other activi· 

ties.. .. .. .. .. . .. .. . .. . .. .. . .. .. $700,500 
Department of Energy Laboratories .. __ -_ . 2,277,000 --= __ -_ 

Subtotals, extramural programs .. --= ($2,977,500) . - -

$597,900 $1,298,400 
__-. 2,277,000 
($597,900) ($3,575,400) 

Grand totals ..... .. .. .. .. .. .. .. ... $2,308,685 $2,989,589 $352,975 $1,646,268 $35,900 $865,653 $8,199,070 

Ge,neral . Fund. Budget. Changes Proposed for 1989-90 
The. specific factors accounting for the net $78.8 million increase in 

General Fund sJ.lpport proposed for 1989-90 are identified in Table 3. It 
shows that: 

• Baseline adjustments result in a net reduction of $16.6 million. 
• Wo.rkload changes total $29.7 million. 
• Program changes total $4.5 million. 
• Employee compensation totals $50.7 million. 
• Capital outlay revenue bond payments total $10.6 million. 

Later in this analysis we discuss the. details of these changes. 
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. Table 3 

The University of California 
Proposed 1989·90 General Fund Budget Changes 

(dollars in thousands) . 

1988-89Expenditures (Revised) ..................................................... . 
Baseline Adjustments 

Annualization of 1988-89 salary increase .......................................... . 
Annualization of 1988-89 benefit increase ......................................... . 
Merit and promotions for faculty .................................................. . 
Budgetary savings adjustment .................. ' .................................. .. 
UC Retirement System rate reduction ............................................ . 
UC Retirement System contribution deferral ..................................... . 
Resident student fee increase .................................... , .................. .. 
Nonresident student fee increase ................................ :: ................. . 
Application fee increase ..................................... : .................... .. 
Other UC income adjustment: .................................................... . 

Subtotal, baseline adjustments ................................................... . 
Workload Changes 

Undergraduate enrollment ........................................................ . 
Student financial aid ................................................................ . 
Social security for newly covered employees ..................................... . 
Operation and maintenance of plant .............................................. . 

Subtotal, workload changes ...................................................... . 
Program Changes . 

Graduate enrollments ............................................................... . 
Planning for new campuses ..................................... '., ................. . 
Institute on Global Conflict and Cooperation ................ : ................... .. 

Subtotal, program changes ....................................................... . 
Salary and Benefit Increases 

Faculty salary ....................................................................... . 
Staff salary .......................................................................... . 
Benefits ............................................................................. , 

Subtotal, salary and benefit increases ........................................... . 
Capital Outlay Revenue Bonds 

Lease payments on revenue bonds .................................................. . 

1989·90 Expenditures (Proposed) .................................................... . 
Change from 1988-89: 

Amount. .......................................................................... . 
Percent ........................................................................... . 

ANALYSIS AND RECOMMENDATIONS 

Item 6440 

. $1,974,622 

$59,764 
7,831 

16,318 
14,600 

-15,000 
-68,000 
-12,000 
-13,100 
-2,000 
-5,000 

(-$16,587) 

$17,792 
896 

2,311 
8,703 

($29,702) 

$4,512 
500 

-550 ' 

($4,462) 

. $21,564 
17,707 
11,396 

($50,667) 

$10,600 

$2~053,466 

$78,844 
4.0% 

We recommend approval of the the following changes shown in Table 
3: (1) the baseline adjustments (with the exception of theUCRS.rate 
reduction), (2) the workload changes, (3) the graduateeIirollm.ent 
program change, and (4) the salary and benefit increases. In addition, we 
recommend approval of the following Budget Bill items which are not 
discussed elsewhere in this analysis: 

• Student· Financial Aid (Item 6440-006-001}-$45 million from the 
General Fund, an increase of $4.5 million (Upercent) above 
estimated current-year expenditures, to provide sufficient funds to 
offset the effect of the proposed 10 percent resident student fee 
increase,on students having demonstrated financial need. 

• California State Lottery Education Fund (Item 6440-
001-814}-$23.7 million for instructional use of com.puters ($10.6 
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million), instructional program inflation related needs and additional 
support for the arts and humanities ($8.7 million), new instructional 
equipment ($3 million), and instructional equipment replacement 
($1.4 million). These proposed expenditures are instructionally 
related and supplement the university's budget. 

• State Transportation Fund (Item 6440-001-046)-$956,000 for con
tinued support of the Institute of Trans:,?ortation Studies. 

• California Water Fund (Item 6440-001-144)-$100,000 for continued 
research on mosquito control. 

I. INSTRUCTION 

The Instruction program includes: (1) general campus instruction, (2) 
health science instruction, (3) summer session, and (4) university 
extension. Table 4 displays UC's instruction budget in the prior, current, I 

and budget years. The budget proposes expenditures of $1.5 billion for 
this program in 1989-90, an increase of $32.1 million (2.2 percent) above 
estimated current-year expenditures. 

Table 4 
The University of California 

Instruction Budget 
Summary of Expenditures and Funding 

1987-88 through 1989-90 
(dollars in thousands) 

Elements 
General campus ............................. . 
Health sciences .............................. . 
Summer session ............................. . 
University extension ........................ . 

Totals ...................................... . 
Funding Sources 
General funds ............................. .. . 
Lottery Education Fund .................... . 
Other restricted funds ...................... . 
Personnel·years .............................. . 

A. ENROLLMENT 

Actual 
1987-88 
$818,146 
383,170 
14,325 
83,890 

$1,299,531 

Est. 
1988-89 
$938,444 
388,973 

15,860 
90,576 

$1,433,853 

Prop. 
1989-90 
$960,336 
394,049 

16,489 
95,102 

$1,465,976 

$1,049,111 $1,189,160 $1,210,051 
20,150 23, 732 23, 713 

230,270 220,961 232,212 
20,785 21,483 21,970 

Change from 
1988-89 

Amount Percent 
$21,892 2.3% 

5,076 1.3 
629 4.0 

4,526 5.0 
$32,123 2.2% 

$20,891 1.8% 
-19 -0.1 

11,251 5.1 
487 2.3% 

A full-time undergraduate student at UC takes an average of 15 units 
during each of the three quarters. Thus, one FTE equals one student 
attending full-time, two students each attending one-half time, etc. 
Ninety-five percent of UC students attend full-time. Table 5 shows that 
budgeted enrollment for 1989-90 is above budgeted enrollment for 
1988-89 by 4,118 FTE (2.8 percent). (When compared to the estimated 
actual enrollment in the current year, however, the proposed level 
represents an increase of only 2,097 FTE, or 1.4 percent.) 

Budgeted enrollment changes, by student category, are as foliows: 
• Undergraduate-up 3,291 FTE (3 percent). 
• Postbaccalaureate-down 73 FTE (6.5 percent). 
• Graduate-up 900 FTE (3.6 percent). 
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• Health sciences-no change from the current year . 

Table 5 
The University of California 

Full·Time Equivalent Students (FTE) 
1987-88 through 1989·90 . 

Change from 
Budgeted 

1987-88 1988-89 1989-90 1988-89 
Campus Actual Budgeted Est. Prop. Number Percent 
Berkeley 

Undergraduate ...................... 20,625 . 20,022 20,044 20,022 
Postbaccalaureate ................... 75 118 57 60 -58 -49.2% 
Graduate ...... ' ........................ 7,944 7,537 7,619 7,577 40 0.5 
Health sciences ...................... 768 757 757 757 

Subtotals ........................... 29,412 28,434 28,477 28,416 .-18 -0.1% 
Davis 

Undergraduate ...................... 14,729 15,566 15,739 16,241 675 4.3% 
Postbaccalaureate ................... 88 113 89 87 -26 -23.0 
Graduate ............................. 3,162 2,961 3,197 3,081 120 4.1 
Health sciences ...................... 1,863 1,832 1,832 1,832 

Subtotals ........................... 19,842 . 20,472 20,857 21,241 769 3.8% 
Irvine 

Undergraduate ...................... 11,442 ·11,667 12,110 12,496 829 7.1% 
Postbaccalaureate ................... 249 250 275 260 10 4.0 
Graduate ............................. 1,583 1,613 1,630 1,783 170 10.5 
Health sciences .............. ; ....... 1,119 1,040 1,040 1,040 

Subtotals ........................... 14,393 14,570 15,055 15,579 1,009 6.9% 
Los Angeles 

Undergraduate ...................... 20,024 19,949 20,136 20,137 188 0.9% 
Postbaccalaureate ...... ; ............ '. 58 58 60 60 2 3.4 
Graduate ............................. 7,722 7,594 7,733 7,634 40 0.5 
Health sciences ...................... 3,695 3,719 3,719 3,719 

Subtotals ........................... 31,499 31,320 31,648 31,550 230 0.7% 
Riverside 

Undergraduate ...................... 4,699 5,341 5,552 6,290 949 17.8% 
Postbaccalaureate ................... 246 270 200 220 -50 . -18:5 
Graduate ............................. 1,162 1,118 1,110 1,118 
Health sciences ...................... 43 48 48 48 

Subtotals ........................... 6,150 6,777 6,910 7,676 899 13.3% 
San Diego 

Undergraduate ; ..................... 12,595 12,866 13,060 13,199 333 2.6% 
Postbaccalaureate ............ '" .... 79 66 66 100 34 51.5 . 
Graduate ..................... · ........ 1,699 1,740 . 1,815 2,000 260 14.9 
Health sciences ...................... 1,098 1,052 1,052 1,052 

Subtotals ........................... 15,471 15,724 15,993 16,351 627 4.0% 
San Francisco 

Health sciences ...................... 3,580 3,574 3,574 3,574 
Santa Barbara 

Undergraduate ...................... 15,013 15,216 15,592 15,433 217 1.4% 
Postbaccalaureate ................... 116 133 100 133 
Graduate ............................. 1,889 1,997 1,997 2,147 150 7.5 

Subtotals ........................... 17,018 17,346 17,689 17,713 367 2.1% 
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Santa Cruz 
Undergraduate .................. , ... 7,983 8,134 8,237 8,234 100 1.2% 
Postbaccalaureate ................... 120 110 110 125 15 13.6 
Graduate ............................. 515 634 566 754 120 18.9 

Subtotals ...... .' .................... 8,618 8,878 8,913 9,113 235 2.6% 
Total University 

Undergraduate ...................... 107,110 lOB,761 110,470 112,052 3,291 3.0% 
'Postbaccalaureate ................... 1,031 1,118 957 1,045 -73 -6.5 
Graduate ........................... · .. 25,676 25,194 25,667 26,094 900 3.6 
Health sciences ...................... 12,166 12,022 12,022 12,022 

Totals .............................. 145,983 147,095 149,116 151,213 4,118 2.8% 

B. GENERAL CAMPUS INSTRUCTION 
General campus instruction'includes the cost of faculty; teaching 

assistants, and related instructional support for the eight general cam
puses. Expenditures and funding sources for general campus instruction 
in the prior, current, and budget years are shown in Table 6. 

Table 6 
The University of California 

Instruction-General Campus 
Summary of Expenditures and Funding 

1987-88 through 1989-90 
(dollars in thousands) 

Elements· 
Faculty ...... ; ................................ . 
Teaching assistants ......................... .. 
Instructional support .......... ; ............. . 
Equipment replacement. ................... . 
Equipment: backlog reduction ............. . 
Instructional computing .................... . 
Technical education ........................ .. 
Other ................................... ; .... . 

Totals .................................... '" 
Funding Sources 
General funds ............................... . 
Lottery Education Fund . ................ ; .. . 
Other restricted funds .................... , .. 
Personnel-years: 

Actual 
1987-88 
$448,878 

46,984 
267,760 
31,118 

1,425 
19,659 
1,156 
1,166 

$818,146 

$793,938 
20,150 
4,058 

Est. 
1988-89 
$539,303 

52,586 
279,370 
36,920 

1,425 
25,659 
1,156 
2;025 

$938,444 

$912,722 
23,732 
1,990 

Prop. 
1989-90 
$550,032 

54,224 
288,895 
36,920 

1,425 
25,659 
1,156 
2,025 

$960,336 

$933,613 
23,713 
3,010 

Changefrom 
1988-89 

Amount 
$10,729 

1,638 
9,525 

$21,892 

$20,891 
-19 

1,020 

Percent 
2.0% 
3.1 
3.4 

2.3% 

2.3% 
-0.1 
51.3 

Faculty ............................ .'........ 7,473 234 3.1 % 7,669 7,903 
Teaching assistants......................... 2,143 75 3.0 2,472 2,547 
Other....................................... 5,445 178 3.3 5,441 5,619 
Totals............................ ............ 15,061 15,582 16,069 487 3.1 % 

As Table 6 shows, the 1989-90 budget proposes a general instruction 
program totaling $960 million-$21.9 million (2.3 percent) above esti
mated current-year expenditures. Of this amount, the budget proposes 
expenditures of $934 million from general funds-$20.9 million (2.3 
percent) above estimated current-year expenditures. 

The $20.9 million increase is entirely from the state General Fund and 
consists of the following elements: 

• Undergraduate enrollment-$17.1 million to support the additional 
3,291 FTE undergraduate students. 

• Postbaccalaureate enrollment-a reduction of $380,000 to reflect the 
decline of 73 postbaccalaureate students. 
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• Graduate enrollment-$4.2 million to support the additional 900 

graduate students.,. .. . 
In addition, the budget proposes in. the Unallocated Adjustment 

program, an expenditure' of $500,000 in 1989-90 for workload related .. to 
site selection for one or.more newUGcampuses. . 

We recommend approval of the funding. requests related to the 
enrollment changes. In the following section we discuss the request for 
support for planning new campuses. 

1. New Long-range Enrolllnent Plan 
In October 1988, the university issued a new long-range general 

sampus headco'unt enrollment plan· fQr the period 1988-89 through 
2005-06; This plan included a proposal to start three new campuses in the 
late 1990s. The following discussion highlights the major features and key 
assumptions of the new enrollment plan, .' . . '. .' . 

Major Features of the Enrollment Plan. The plan's major features 
include: 

• An increase in underiraduate enrollrn.e'nt of 36 percent (42,206 
students) between 1988,89 and 2005~06.· , 

• An increase in graduate enrollment of 80 percent (20,580 students) 
over the same period. 

• An ¥1crease in enrollment at the existing eight general campuses to 
accommodate approximately 68 percent of the combined undergrad

., uate and graduate enrollment growth (42,630 additional students). 
• An expansion of the UC system with the opening of three Jlew 

campuses to accommodate the remaining 32 percent of the projected 
enrollment growth (20,156 additional students) . The plan calls for 
these campuses to be opened at the rate of one per year in 1998,1999 
and 2000. .., 

Table 7 shows' the 1988-89 headcount enrollment and the headcouht 
projected enrollment for 2005-06 if this plan is implemented as proposed 
for each of. the eight general campuses and for the proposed three new 
campuses. It shows the absolute and relative changes in enrollment for 
undergraduate, graduate and total enrollment. .. 

Key Assumptions in New Plan. As shown in Table 7; UC projects that 
three new general campuses are needed to accommodate 20,156 students 
who could not be accommodated under the projected capacity of, the 
current campuses. We believe that the key assumptions in UC'splan 
relate to: (1) theenrollm~nt capacities of the existing campuses, and (2) 
the plan's assumed increase in the ratio of graduate/undergraduate 
students from 18.7 percent to 23.4 percent. Changes in these assumptions 
can greatly affect DC's need for additional campuses. . 

Concerning enrollment capacities, UC assumes thatphysical.capacity 
. considerations primarily limit growth at, seVen of the eight campuses. At 
the eighth~Riverside-UC assumes that an academic constraint rather 
then a physical capacity constrain.t is the reasQn to limit growth. Later in 
our analysis ofUC's capital outlay program we address the physical 
capacity constraints raised by UC, while· in this section ~e address 
Riverside's academic growth constraint","":,,"itsability to recruit fapulty. 

Riverside Capacity. Table 7, show,s that the Riverside campus is 
projected to enroll only 15,000 students by the yel;lr 2005~06 •.. UG argues 
that the limit on growth ,at Riverside is due to "the availability of 
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;Table 7 
The University of. California 

Long-range General Campus Enrollment Pro.jections 
1988-89 and 2005-06 

(Headcount B) 

Campus 
Berkeley" ....................................... . 

Undergraduate ........... ' ................. " ... . 
Graduate ...................................... . 

Subtotals .................................... . 
Davis 

Undergraduate ................................ . 
Graduate;': ............................ : ....... . 

Subtotals ................................... .. 
Irvine . 
. Undergraduate ...................... ; ......... . 
Graduate .... ; ............ , .................... . 

Subtotals .................................... . 
Los Angeles 

Undergraduate ................................ . 
Graduate ..... : ................................... '. 

Subtotals .................................... . 
Riverside 

Undergraduate ................... '.' ........... . 
Graduate ...................................... . 

Subtotals ................................... .. 
San Diego 

Undergraduate ................................ . 
Graduate ...................................... . 
. Subtotals .................................... . 

Santa: Barbara' 
Undergraduate ................................ . 
Graduate ...................................... . 

Subtotals .............. : ; ...... ;' ......... ;'. ; .. 
Santa Cruz 

Undergraduate ................................ . 
.Graduate ...................................... . 

.Subtotals ................................... .. 
Three New Campuses 

Undergraduate ................................ . 
Graduate ...................... ; ............. ' .. . 

Subtotals ... ' ..................... , ; ......... .. 
Total University 

Undergraduate C .............................. . 

Graduate ...................................... . 
Subtotals ... : '.' .............................. . 

1988-89 

22,018 
7,801 

29,819 

15,933 
3,026 

18,959 

12,200 
1,685 

13,885 

22,758 
7,715 

30,473 

5,852 
1,142 

6,994 

13,350 
1,817 

15,167 

15,826 
1,998 

17,824 

8,282 
667 

8,949 

116,219 
25,851 

142,070 

Change/rom 
1988-89 

2()(}5-06 Number Percent 

20,000 -2,018 -9.2% 
8,700 899 11.5 

28,700 -1,119 -3.8% 

20,000 4,067 25.5% 
5,000 1,947 65.2 

25,000 6,041 31.9% 

20,000 7,800 63.9% 
5,000 3,315 196.7 

25,000 11,115 80.1% 

22,300 -458 -2.0% 
8,700 985 12.8 

31,000 527 1.7% 

12,000 6,148 105.1 % 
3,000 1,858 162.7 ' 

15,000 8,006 114.5% 

20,000 6,650 49.8% 
5,000 3,183 175.2 

25,000 9,833 64.8% 

16,000 174 1.1% 
4,000 2,002 100.2 

20,000 2,176 12.2% 

12,000 3,718 44.9% 
3,000 2,333 349.8 

15,000 6,051 67.6% 

16,125 16,125 b 

4,031 4,031 b 

20,156 20,156 b 

158,425 42,206 36.3% 
46,431 20,580 79.6 

204,856 62,786 44.2% 

a Differs from FiE numbers shown in Table 5'in that headcount numbers, which are larger than FiE, 
,are used for planning purposes. ' 

b Not a, meaningful figure. 
C Undergraduate numbers include postbaccalaureate students. 
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prospective faculty during the planning period, and the time, effort and 
resources required for such.recfuiting efforts." Consequently, UC's plan 
limits Riverside's growth to an annual rate of 4.6 percent between now 
and the year 2005-06 when it reaches a capacity of 15,000. 

We do not concur with UC's assumption. We believe that the availabil
ity of faculty is no greater a problem at Riverside than at a new campus. 
In fact, we believe that the Riverside campus would have an advantage 
over any new campus with respect to the pool of available faculty during 
the planning period. Generally, it is easier to recruit faculty to a -well 
established campus than it is to a brand new campus because prospective 
faculty confront a smaller number of unknowns in terms of the particu
lars demanded by the position they are applying for. The time, effort and 
resources required for recruiting are also much less at an established 
campus, where existing faculty can do the recruiting, than at ane\V 
campus that most likely will have to rely on another campus to initiate its 
recruiting efforts. Thus, we do not agree that the difficulty of recruiting 
faculty at Riverside versus recruiting at a new campus is a valid reason to 
limit the growth at the Riverside campus. 

If Riverside's enrollment were assumed to reach 25,000 by 2005-06, the 
same level as the Davis and Irvine campuses, the annual average rate of 
growth would be 7.8 percent. This rate is less than the 9.5 percent annual 
rate of growth that the campus has experienced in the last four years. In 
fact, the projected enrollment increase for 1989"90 over 1988-89 is lO.6 
percent. Thus, if a growth rate of 7.8 percent is assumed, the Riverside 
campus capacity would increase by 18,006 rather than 8,006 as shown in 
Table 7. 

We note further that the Regents have also raised the question of 
whether Riverside's projection is too low. The university's administration 
is currently reevaluating the Riverside growth rate. This reevaluation 
should be available during budget hearings. 

Change in the Percentage of Graduate Students. In the current year, 
graduate student enrollment is approximately 18.7 percent ... of total 
enrollment on the eight general campuses. In 1987 the university 
submitted a detailed graduate enrollment plan to the Legislature to 
increase this percentage to 21.3 percent by 2000-01. The Legislature 
approved an increase of 600 graduate students in 1988-89 based on this 
plan. Full funding of this 1987 plan would increase graduate student 
enrollment by 58 percent (15,015) over the next seventeen years. This is 
equal to an annual increase of approximately 900 students, the same 
increase that we recommend approval of for the budget year. The new 
October 1988 university plan now proposes a 23.4 percent graduate ratio 
by 2005-06. As shown in Table 7, this is an increase of 80 percent (20,580) 
which represents an average growth rate of approximately 1,200 students 
per year over the next seventeen years. This proposed change in 
graduate students generates a capacity demand for an additional 5,565 
graduate students above the level of the 1987 plan. . . 

In October, we requested that the university provide the Legislature 
with its rationale for the revision in graduate enrollment: The university 
is still developing a response to our request. If UC does not justify a 
change in the 1987 graduate enrollment plan, additional space for 5,565 
undergraduates would be available on the existing campuses. 
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Summary. This discussion indicates that changes in these key academic 
assumptions can significantly decrease UC's projection for new campus 
enrollment from 20,156 to 4,591. Moreover, later in our capital outlay 
discussion, we note that changes in the physical capacities at the other 
seven existing campuses could further reduce the estimate of new 
campus enrollment to approximately 3,300. These considerations bring 
into question UC's projected need for three new campuses. 

2. Site Selection Funds Proposed 

. We withhold recommendation on the requested General Fund in
crease of $500,000 for site selection plans for one or more new UC 
campuses pending receipt of an expenditure plan from uc. 

The budget requests $500,000 "to begin the site selection process for 
one or more new UC campuses to accommodate projected future 
enrollment growth." The budget requests initial support to start this 
planning. The university has indicated that these funds will be used to 
hire consultants to identify and evaluate specific sites. However, we have 
asked the university to provide a phasing plan for its planning process. to 
insure that the process would be far enough along to warrant expendi
tures on consultant services in 1989-90. Pending review of this informa
tion, we withhold a recommendation on this request. 

II. ORGANIZED RESEARCH 

The UC is California's primary state-supported agency for research. 
"Organized research" is the term UC uses in referring to those research 
activities which, unlike departmental research, are budgeted and ac
counted for separately. In contrast, expenditures for departmental re
search are funded in the' Instruction program primarily through that 
portion of faculty salaries corresponding to the time faculty spend on 
research as part of their normal university duties. 

ExpenditUres and funding sources for organized research in the prior, 
current, and budget years are shown in Table 8. As the table shows, the 
budget requests $245 million· (including $177 million from general funds) 
for organized, research in 1989-9~a net increase. of $43.3 million (22 
percent) from estimated current-year expenditures. This net increase 
results entirely from the following two. changes: (1) an increase of $43.9 
million for tobacco-related disease research funded from the newly 
created research account of the Cigarette and Tobacco Products Surtax 
Fund, partially offset by (2) the budget's proposed elimination of $550,000 
of state General Fund support for research conducted at the Institute on 
Global Conflict and Cooperation. . 

In addition to this funding for organized research, the university will 
receive an estimated $767 million from extramural sources (primarily the 
federal government) for research activities in 1989-90. The university will 
also manage $2.3 billion. in federal research funds to operate three 
Department of Energy Labs. Two of these labs are located in. Califor
nia-at Berkeley and Livermore-while the third is located' in Los 
Alamos, New Mexico. Consequently, totaLsupport for research is consid
erably larger than tile amount shown in Table 8. 
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Table 8 

The University of California 
Organized Research Program 

Summary of Expenditures and Funding 
1987-88 through 1989-90 
(dollars in thousands) 

Actual Est. Prop. 
Elements 1987-88 1988-89 1989-90 
General campus .............................. $68,459 $58,067 $57,517 
Health sciences ............................... 29,695 25,194 25,194 
Agriculture ................................... 95,555 98,483 98,483 
Marine sciences .............................. 10,608 14,157 14,157 
Faculty grants/travel. ........................ 5,956 5,956 
Tobacco-related disease ............. ; ........ 43,896 

Totals ....................................... $204,317 $201;857 $245,203 
Funding Sources 
General funds ................................ $172,607 $177,442 $176,892 
Restricted funds 

Cigarette/Tobacco .......................... 43,896 
State Transportation ....................... 1,056 1,056 1,056 
Other ....................................... 30,654 23,359 23,359 

Personnel-years ............................... 2,926 3,068 3,068 

a. Not a meaningful figure. 

1. State Support for Global p.eace Research Eliminated 

Item 6440 

Changefrom 
1988-89 

Amount 
-$550 

43,896 
$43,346 

-$550 

43,896 

Percent 
-0.9% 

21.5% 

-0.3% 

a 

We recommend that during budget hearings, the Department of 
Finance report on why it proposes to eliminate General Fund support 
of $550,000 for the Institute on Global Conflict and Cooperation. 

The budget proposes elimination of the entire General Fund budget of 
$550,000 for the Institute on Global Conflict and Cooperation. This 
institute, established in 1982-83, is an interdisCiplinary multicampus 
research unit established to enhance the university's capability to con
tribute to international security and cooperation through research and 
teaching activities. . 

The focus of the institutes's program is on the study of: (1) those 
international conflict situations which threaten to escalate into large-scale 
war, and (2) various institutions, policies, and mechanisms relevant to 
eliminating, reducing, or managing such conflicts. In the current year, 
the institute is providing support for 31 research studies and fellowships 
for 29 students. 

Budget History. The institute was initially funded in 1982-83, at a level 
of $600,000, consisting of $330,000 from the General Fund and $270,000 
from university funds. From 1983-84 through 1985-86 the institute was 
supported at various funding levels. In 1986-87, the Legislature inGreased 
General Fund support to its current level of $550,000. University support 
in the current year is approximately $707,000, resulting in total program 
support of $1.3 million. Thus, the budget proposal to eliminate state 
support reduces the institute's budget by 44 percent ($550,000). 

No Analytical Justification for Deletion. The Department of Finance 
has not provided any analytical justification for the deletion of these 
funds. In the absence of a program rationale, we conclude that the only 
reason for this proposal is to achieve a General Fund budget savings in 
1989-90. We note, however, that elsewhere in the budget the university 
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received a General Fund augmentation of $14.6 million to offset the 
effects of forced budgetary savings... . ' 

Based on the past history of consistent legislative support for this 
institute, werecomniend that the Department of Finance report during 
budget hearings on why it proposes to eliminate General Fund support of 
$550,000 for the Institute on Global Conflict and Cooperation . 

. 2. Tobacco-related Disease Research (Item 6440-001-234) 
We recommend approval. 
The budget. requests $43.9 million for a new statewide program of 

tobacco-related disease research~ The budget states that this program will 
be funded from the research account of the Cigarette and Tobacco 
Products Surtax Fund. The research account receives 5 percent of the 
revenue raised from the new surtax on tobacco products that was enacted 
by the voters with the passage of Proposition 99 in November 1988. The 
budget detail shows receipts into this account of $15 million in 1988-89 
and $31.2 million in 1989-90, for a total of $46.2 million. The budget 
allocates $43.9 million to UC for expenditure in 1989-90 and retains $2.3 
million (5 percent of the total) as a reserve. 

The university indicates that it will manage this research effort in a 
manner similar to its management of the state's AIDS research program. 
Under the AIDS model, other academic institution~ such as Stanford and 
the University of Southern California; nonprofit groups such as the heart, 
lung and,canGer societies; and relevant agencies such as the Department 
of Health Servi<;!es would fully participate in the peer review process and 
be eligible to apply for and receive grants from the new program. 

III. TEACHING HOSPITALS 
The University operates five teaching hospitals-the UCLA Medical 

Center, fhe UCSF Hospitals and Clinics, the UC San Diego Medical 
Center, the UC Davis Medical Center, and the UC Irvine Medical 
Center. These hospitals: 

• support the university's clinical instruction program, 
• serve as a community resource for highly specialized (tertiary) care, 

and 
• provide the clinical setting for local community and state university 

students in allied health science areas. 
In 1989-90, the operating costs of these hospitals will be $1.2 billion, 

supported primarily by revenue from patient fees, insurance companies, 
Medicare, the Medi-Cal program, and other public entities. 
A. THE TEACHING HOSPITAL SUBSIDY 

In 1985-86, the Governor and university submitted an eight-year 
expenditure plan to the Legislature to address projected operating losses 
at the Davis, Irvine and San Diego teaching hospitals. The intent of this 
plan was for the state to assist the hospitals in two ways: (1) by providing 
funds for cost saving/revenue enhancing capital outlay projects and 
equipment purchase projects at the hospitals, and (2) by providing an 
operating subsidy for the hospitals which would decrease over a seven-
year period. . 

In response, theLegislature provided one-year contingency funding in 
the 1985, 1986 and 1987 Budget Acts with no explicit commitment to a full 
eight-year plan. Because net operating gains at the three hospitals were 
positive in 1985-86 and 1986-87, no operating subsidy was needed for those 
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years. The 1986 Budget Act provided $9.6 million to subsidize losses 
incurred at Irvine in 1984-85. 

Because this subsidy policy resulted in funds being reserved for a 
purpose which subsequently proved unnecessary; the 1988 Budget Act 
changed the timing of the payment for the subsidy. While prior budgets 
had appropriated funds based on the estimated loss in the budget year, 
the 1988 Budget Act appropriated funds based on the estimated loss in 
the prior year. The 1988 Budget Act provided $8 million from the General 
Fund to offset any 1987-88 net loss at the three hospitals and expressed 
the Legislature's intent to provide up to $9 million to offset any 1988-89 
loss. This policy change allows for a fundingdecisi6n at a time that is 
much closer to the end of the hospitals' fiscal year when a more accurate 
estimate of activity can be made. 

(Capital outlay proposals for these hospitals are discussed later in this 
analysis with the uiliversity's other capital outlay requests.) ... 

B. THE GOVERNOR'S 1989 BUDGET PROPOSAL (Item 6440-016-001) 
Revised Estimate Needed on 1989-90 Operating Subsidy 

We withhold recommendation on the request for $8 million from the 
General Fund for the teaching hospital subsidy because updated (lata 
will be available during budget hearings. . .. 

The budget requests ail $8 million appropriation fr9m the General 
Fund to offset any net losses in 1988-89 at the Davis, Irvine and San Diego 
h~sI?itals. In. addition, t~e bu~get proposes to allocate the entire. ~8 
million subsldy appropriated m the 1988 Budget Act to the Irvme 
hospital. 

Table 9 shows that the Irvine hospital experienced a net loss of $5.1 
million in 1987-88 while the Davis and San Diego hospitals experienced 

Table 9 
The University of California 

Davis, Irvine, and San Diego Teaching Hospitals 
Summary of Net Gain and Leiss 

1984-85 through 1988-89 
(dollars in thousands) 

Actual Actual Actual· 
1984-85 1985-86 1986-87 

Irvine 
Operating .................................. -$8,759 $772 -$1,052 
Nonoperating .............................. -854 2,259 1,800 

Net gain!loss ............................. -$9,613 $3,031 $748 
State subsidy ............................... $9,800 

Davis 
Operating .................................. -$3,551 -$4,444 $786 

Actual 
1987-88 

-$8,630 
3,501 

-$5,129 

$3,447 
Nonoperating .............................. 5,816 12,750 2,377 .~ 

Net gain/loss ............................. $2,265 $8,306 $3,163 $4,559 
State subsidy ............................... 

San Diego 
Operating .................................. $1,121 $2,202 $5,349 $351 
Nonoperating .............................. 5,428 1,452 1,788 1,526 . 

Net gain/loss ............................. $6,549 $3,654 $7,137 $1,877 
State subsidy ............................... 

Est. 
1988-89 

-$13,113 
2,000 

':::'$11,113 
$8,000 

$4,722 
713 

$5,435 

$3,435 
~ 

$4,435 
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gains. Thus, the budget proposes to allocate $2.9 million more than what 
the university states the loss was at Irvine in 1987-88. However, Table 9 
also shows that the Irvine hospital currently projects a net loss of $11.1 
million in 1988-89. As mentioned,the budget requests another $8 million 
to offset 1988-89 losses or $3.1 million less than the projected need. Thus, 
given these estimates, the budget provides approximately the total 
amount needed to offset Irvine's losses over the two-year period. 

The university informs us that it will have updated net income· data 
prior to the end of budget hearings. Consequently, we withhold recom
mendation at this . time, to allow the Legislature to base its subsidy 
decision on updated information. 

IV. STUDENT SERVICES 
The Student Services program encompasses several functions, such as 

counseling. health. services, and financial aid administration that are 
complementary to, but not part of, the Instruction program. The major 
sources of support for this program are the systemwide fees charged UC 
students. 

Expenditures and funding sources for the Student Services program in 
the prior, current, and budget years are shown in Table 10. As the table 
shows, the budget proposes $171.2 million for the Student Services 
program in 1989-90. While there are no program changes proposed, a 
funding change occurs due partially to a proposed increase in student 
fees. This. increase is discussed in the following section. 

Table 10 
The University of California 

Student Services 
1987-88 through 1989-90 

Program 
Social/culturaI activities ..................... . 
Educational services ........................ . 
Counseling and guidance .................. .. 
Financial aid administration ................ . 
Student admissions I records ................. . 
Student health services ..................... . 

Totals ....................................... . 
Funding Sources 
General funds . .............................. . 
Restricted funds . ............................ . 
Personnel-years .............................. . 

A. TUITION AND FEES 

Actual 
1987-88 
$51,915 

8,345 
33,368 
19,377 
27,251 
31,518 

$171,774 

$9,930 
161,844 

3,283 

Est. 
1988-89 
$48,947 

8,456 
35,687 

. 19,518 
26,944 
31,609 

$171,161 

$/0,511 
160,650 

3,366 

Prop. 
1989-90 
$48,947 

8,456 
35,687 
19,518 
26,944 
31,609 

$171,161 

$4,511 
166,650 

3,366 

Changefrom 
1988-89 

Amount Percent 

-$6,000 -57.1% 
6,000 3.7 

. As shown in Tablell, the budget requests: (1) an increase of $143 (10 
percent) in the systemwide resident student fees, and (2) an increase of 
$843 (17 percent) in nonresident tuition. 
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. Ta.ble 11 

The University of California 
Systemwide Student Charges 

1987-88 through 1989-90 

Charges 
Resident. fee ................................. . 
Nonresident tuition ......................... . 

1. Resident Student Fees 

Actual. 
1987-88 
$1,374 
4,290 

Est. 
1988,89 
$1,434 
4,956 

Prop. 
1989-90 
$1,577 
5,799 

Item 6440 

Change/rom 
. ·1988-89 

Amount 
$143 
843 

Percent 
10% 
11 

According to the methodology contained in the statutory fee policy 
enacted by Ch 1523/85, UC's resident student fees should increase by only 
3 percent in 1989-90. The statute, however, permits an increase of up to 
10. percent "in the event that state revenues and expenditures are 
substantially imbalanced due to factors unforeseen by the. Governor·and 
Legislature ... " The budget thus presumes that such an event has oc
curred. 

The proposed 10 percent fee level would increase General Fund 
revenues in 1989-90 by $12 million beyond the amount that would be 
generated by a 3 percent fee increase. In order to offset the effect of the 
increase in fees on students having demonstrated financial need, the 
budget also proposes to increase student financial aid by $2.6 million 
beyond the amount that would be associated with a 3 percent fee 
increase. . 

2. Nonresident Tuition 
Using a methodology based on the marginal cost of instruction and 

student charges at comparable universities, the Regents proposed a 5 
percent increase in nonresident tuition. The budget, however, proposes 
to increase nonresident tuition by 17 percent in 1989-90 which would 
generate an estimated $7.3 million in revenues beyond the amount that 
would result from the Regents' request. . . 

We note that Resolution. Ch 162/88 (SCR 69, Morgan) directs the 
California Postsecondary Education Commission (CPEC) to submit, by 
July 1, 1989, recommendations on a nonresident student tuition policy for 
the state's public universities. Because of the large increases in nonresi
dent tuitions proposed for the public universities, CPEC staff has agreed 
to expedite the study in an endeavor to submit the recommendations 
during the' budget hearings. 

B. DISABLED STUDENTS 

LAO Report on UCLA Disabled Services 
We withhold recommendation on $1.2 million requested from the 

General Fund for services for disabled students, pending additional 
information from the university on its allocation formula Jor the 
distribution of these funds. 

The budget requests $1.2 million for services for disabled students 
attending Uc. In hearings on the 1988 Budget Bill, the Senate augmented 
the UC budget by $60,000 to provide additional staffing for services for 
disabled students on the UCLA campus. The Assembly did not do so, 
making the issue a budget Conference Committee item. The Conference 
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Committee did not augment the budget, but instead directed that the 
Legislative Analyst report in the 1989-90 Analysis on the adequacy of 
UCLA's disabled student program funding. .• 

Based on the budget committee hearings, the objective of our study is 
to determine whether the university is allocating to UCLA an amount for 
services for disabled students that is comparable to its allocation to the 
other UC campuses. We met with both UCLA and Office of the President 
staff in September 1988 and requested the following information: (1) the 
number and type of disabled students served on each campus, and (2) 
the campus General Fund budget for these services. 

The university submitted the information we requested late in Decem
ber. The information, however, raised additional questions about the 
distribution formula. Given this situation, we. have requested a more 
complete description of the methodology u.sed by the university to 
distribute state support to the campuses. Consequently, we withhold 
recommendation on the budget request for $1.2 million for services for 
disabled services. After a complete review .of the campus data, we will 
submit a supplemental analysis with our recommendations. 

v. OPERATION AND MAINTENANCE OF PLANT 

Operation and maintenance of plant includes activities such as building 
maintenance, janitorial services, and utility purchases. Expenditures and 
funding sources for this program in the prior, current, and budget years 
are. shown in Table 12. 

The budget. proposes total support .. of $269 million-$7.9 million (3 
percent)-more than estimated current-year expenditures. This net 
increase results entirely from the following two changes: (1) an increase 
of $8.7 million from the General Fund for workload related to 1.4 million 

Table 12 
The University of California 

Operation and Maintenance of Plant 
Summary of Expenditures and Funding 

1987-88 through 1989-90 
(dollars in thousands) 

Elements 
Plant administration ....................... .. 
Building maintenance ...................... .. 
Grounds maintenance ....................... . 
Janitorial services ........................... .. 
Utilities purchases ........................... . 
Utilities operations .......................... . 
Refuse disposal .............................. . 
Fire protection .............................. . 
Deferred maintenance ...................... . 
Special repairs ............................... . 

Totals ...................................... . 
Funding Sources 
General funds .. ............................. . 
1988 Bond Fund ..... ........................ . 
Restricted funds ...... ....................... . 
Personnel-years .............................. . 

Actual 
1987-88 

$8,972 
46,669 
14,903 
37,858 
73,172 
12,838 
2,911 
1,973 

17,986 
2,558 

$219,840 

$211,827 

8,013 
3,145 

Est. 
1988-89 
$10,324 
62,305 
15,136 
47,086 
84,516 
17,732 
3,541 
2,639 

12,572 
5,361 

$261,212 

$249,051 
3,000 
9,161 
3,351 

Prop. 
1989-90 
$10,727 
64,694 
15,136 
48,866 
87,737 
18,422 
3,678 
2,722 

12,572 
4,561 

$269,115 

$248,154 
2,200 

18,761 
3,463 

Change from 
1988-89 

Amount Percent 
$403 3.9% 
2,389 3.8 

1,780 3.8 
3,221 3.8 

690 3.9 
137 3.9 
83 3.1 

-BOO -14.9 
$7,903 3.0% 

-$897 -0.4% 
-800 -26.7 
9,600 104.8 

112 3.3% 
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square feet of additional state-maintained building area, partially offset 
by (2) a reduction of $800,000 in support for asbestos repair projects. 

The funding source changes shown in Table 12 reflect the university's 
decision to use student fee revenue in 1989-90 to support space that was 
supported.by the General Fund in 1988-89. This decision is not indicative 
of any shift in policy but rather is driven by the need to. display student 
fee revenue within the budget. . 

We recommend approval of the proposed increase for additional 
state-maintained building area because it is based on workload standards 
that the Legislature has used in recent years. We discuss funding for 
special repair asbestos projects in the next section. 
Asbestos Projects (Item 6440-001-785) 
Asbestos Abatement Program Should be Targeted to Demonstrated Health 
Risks 

We recommend deletion of the $2.2 million requested from the 1988 
Higher Education Capital Outlay Bond Fund for asbestos abatement 
projects, based on recommendations for state asbestos abatement 
programs contained in our Perspectives and Issues. (Delete Item 
6440-001-785.) 

The budget requests $2.2 million to support an asbestos abatement 
repair program for Uc. In our 1989~90 Perspectives and Issues ("State 
Asbestos Abatement Programs") we recommend that the Legislature 
fund asbestos abatement projects only when concentrations of airborne 
asbestos are 0.1 fibers per cubic centimeter or higher. Establishment of 
such a standard would enable the Legislature to set funding priorities for 
asbestos abatement in cases of demonstrated health risk. The President's 
Office has not identified any projects which exceed the 0.1 fibers per 
cubic centimeter standard; consequently, we recommend that this item 
be deleted. 

VI. UNALLOCATED ADJUSTMENTS 
The Unallocated Adjustments program serves as a temporary holding 

account for appropriations which eventually will be allocated by the 
Office of the President to the campuses, and by the campuses to the 
operating programs. This program, shown in Table 13, includes funds for 
(1) allocation to other programs during the budget year, for example, 
budgetary savings targets, and (2) employee compensation increases. 

Table 13 
The University of California 

Unallocated Adjustments 
1987-88 through 1989-90 
(dollars in thousands) 

Est. 
Elements 1987-88 
Provisions for Allocation 

VCRS deferral payment (1983-84) ............ $6,400 
VC Retirement System deferral (1989-90) ... . 
VC Retirement System funds ................ . 
Lease payments on revenue bonds .......... . 
Budgetary savings target ..................... . 
Planning for new campuses .................. . 
Other provisions. .. . . . . . . . . . . . . . . . . . . . . . . . . .. . . 5,827 

Subtotals, provisions... .......... .... .... .... ($12,227) 

Est. 
1988-89 

$6,400 

4,400 
-78,534 

31,330 
( -$36,404) 

Prop. 
1989-90 

$6,400 
-68,000 
68,000 
15,000 

-63,934 
500 

33,927 
(-$8,107) 

Change 
from 

1988-89 

-$68,000 
68,000 
10,600 
14,600 

500 
~ 

($28,297) 
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Fixed Costs and Economic Factors 
UC Retirement System rate reduction ....... . -$15,000 
Annualization of 1988-89 salary increase ..... . 59,764 

7,831 
16,318 

Annualization of 1988-89 benefit increase .... . 
Faculty merit salary iilcrease ........ , ....... ,. 
Social security ................................. . 2,311 
Faculty salary increase for 1989-90 ........... . 21,564 
Staff salary increase for 1989-90 .............. . 17,7CJl 
Benefit increase for 1989-90 .................. . 11,396 

Subtotals, fixed costs ........................ . (-) (-) ($121,891) 

Grand totals ................................ . $12,227 -$36,404 $113,784 
Funding Sources 
General funds ................................... . $12,227 -$74,087 $60,922 
Restricted funds .. ............................... . 37,683 52,862 

A~FACULTY AND STAFF SALARY PROPOSALS (Item 6440-011-001) 
We recommend approval. 

-$15,000 
59,764 
7,831 

16,318 
2,311 

21,564 
17,707 
11,396 

($121,891) 

$150,188 

$135,009 
15,179 

The budget proposes an expenditure of $50.7 million to increase UC 
employeec()mpensation in 1989-90. Of this amount, $11.4 million is for 
benefits, while the balance of $39.3 million would be used to provide the 
following salary increases, effective January 1, 1990: 4.7 percent for faculty 
($21.6 million), 4 percent for staff· ($14.1 million), and an additional 1 
per<;~nt for "special salary and other adjustments" for staff employees 
($3.6 million); .'. . . 
. :pursuantto SCR 51 of 1965, the California Postsecondary Education 

Commission (CPEC) annually submits to the Legislature an analysis 
comparing UC faculty salaries and fringe benefits to an agreed-upon 
group of prestigious universities with which UC competes for faculty. The 
comparison group is intended to provide a benchmark for the Legislature 
to use in determining what salaries UC should offer. It consists of the 
following eight universities: 

Harvard University University of Illinois-Urbana Campus 
Stanford University University of Michigan-Ann Arbor 
Yale University State University of New York at Buffalo 
MIT University of Virginia 

Table 14 shows the CPEC data which indicate that while UC's all ranks 
averagesalary-$59,469-is 1.6 percent ahead of the comparison group in 
1988"89, a full year faculty salary increase of 4.7 percent would be needed 
in1989~90 for UC to be at parity with this group. As mentioned, however, 
the budget proposes $21.6 million for a January 1990 increase of 4.7 
percent .. This, in effect, would delay the achievement of parity by six 
months. 
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Table 14 

The University of California 

Item 6440 

Faculty Salary Increase Required to Achieve Parity 
With Comparison Institutions 

Academic Rank 
Full Professor ............................. . 
Associate Professor ....................... .. 
Assistant Professor ........................ . 

All Ranks Average ............... : ...... . 

1989-90 

UCAverage 
Salaries' 
1988-89 
$68,932 
45,240 
39,559 

$59,469 

Comparison Group 
Salaries b 

Actual 
1988-89 
$67,474 

46,201 
38,185 

$58,497 

Est. 
1989-90 
$71,717 
49,269 
40,912 

$62,262 

Percentage 
Change 

Required in 
UC Salaries 

Actual' Est. 
1988-89 1989-90 

-2.1% 4.0% 
2.1 8.9 

-3.5 3.4 
-1.6% 4.7% 

a'The 1988-89 average UC salaries are adjusted to include a 3 percenhncrease effective June 1,1989. 
b. Comparison group salary average by rank is an unweighted average. The all-ranks average for the. 

comparison group is based on the following UC staffing patterns for 1988·89: full professors 64 
percent (3,457), associate professors 20 percent (1;055), and assistant professors 16 percent (889). 

B. UNIVERSITY OF CALIFORNIA RETIREMENT SYSTEM· 
Background. UC employees are members of the University of Califor

nia Retirement System (UCRS). About 35 percent of the UC workforce 
is supported from State of California fund sources; the remaining portion 
of UC's workforce is funded primarily from federal government sources 
through various contracts and grants. The State of California, the federal 
government and other contractors provide the employer contribution to 
the UCRS fund by allocating the necessary funds to the Regents, who 
contribute them to UCRS. 

State contributions to the UCRS constitute about 40 percent of the 
total, the remaining 60 percent is contributed by the federal government 
and other payers. UC employees also contribute a portion of their salaries 
to the fund. Benefit payments to retirees (annuitants) are made from the 
UCRS fund. 

Theprinciple ofretirement system funding is that contributions into a 
retirement system should be sufficient to cover the cost. of retirement 
payments owed to members now and in the future. In order to determine 
the appropriate annual contribution into the fund, assumptions must be 
made concerning the future performance of the economy. The three 
most important economic assumptions concern: 

• long-term investment earnings; 
• long-term average rate of salary increase; and 
• long-term rate of inflation. 

Another key factor is the current condition of the fund, that is, whether 
the fund currently has an "actuarial surplus" or an "actuarial liability." 

Periodically, these factors are reviewed by independent actuaries who 
recommend changes in the employer contribution rate in order to 
maintain the fund actuarially sound. This process is referred to as the 
actuarial valuation. The contribution rate is expressed as a percentage of 
the salary base. 

In the current year, UC's base budget includes $93 million for the 
normal state contribution to UCRS. Based on the most recent actuarial 



Item 6440 POSTSECONDARY EDUCATION / 819 

valuation in June 1988, the 1989-90 normal cost (prior to the proposed 
1989-90 salary increase) is $63 million, or $30 million less than the 1988-89 
cost. The 1989-90 salary increase adds $5 million to the normal cost, 
consequently the total UCRS contribution required in 1989-90 is $68 
million. 

The Budget Proposal. The budget proposes that: (1) UC retain, for 
unspecified purposes, $15 million of the $30 million savings that resulted 
from the June 1988 fund valuation, (2) the total $68 million 1989-90 state 
contribution to UCRS be diverted to fund other UC base programs, and 
(3) the actuarial equivalent of the amount not paid in 1989-90, be restored 
through supplemental appropriations over the next 30 years. (A similar 
diversion proposal was approved in the 1983 Budget Act.) 

1. UC Retention of $15 million of the State's Retirement Contribution 
Savings is Unjustified 

We recommend a reduction of $15 million from the General Fund to 
reflect the full annualized savings in the state contribution to VCRS 
that result from the June 1988 actuarial valuation of the system. 
(Reduce Item 6440-001-001 by $15 million.) 

1988-89 Change is Not Fully Reflected in 1989-90 Budget. As stated in 
our previous discussion, UC's 1988-89 budget includes $93 million for the 
state contribution to UCRS. Under normal budget practice the 1989-90 
base budget contribution (prior to salary increases) would be $63 
million-$30 million lower. As mentioned, this $30 million reduction 
results from the June 1988 actuarial valuation adopted by the Regents 
effective on January 1, 1989. Specifically, the Regents' actuarial consultant 
recommended an increase in the long-term earnings assumption, a 
decrease in the underlying long-term salary assumption and a further 
adjustment to recognize an increase in the UCRS actuarial surplus. (The 
surplus was $718 million on June 30,1987 but increased to $1.6 billion by 
June 30, 1988.) Based on this valuation, the state's contribution rate was 
reduced from 8.59 percent of the salary base to 5.92 percent, for an annual 
General Fund savings of $30 million. . 

As shown in Table 13, however, the budget reduces General Fund 
support by only $15 million in 1989-90, one-half of the amount called for. 
This in effect allows UC to retain the balance-$15 million-for unspec
ified purposes. This is contrary to past budget practice. Moreover, our 
analysis finds no analytical justification for UC to retain, for unspecified 
purposes, any savings due to the new valuation. Consequently, we 
recommend that the remaining $15 million be deleted from Item 
6440-001-001·to reflect the full state savings due to the June 1988 change 
in the VCRS valuation. 

2. Retirement System Contribution Diverted to Fund Base Budget 

Comments on the Diversion Proposal. As mentioned, the budget also 
proposes to divert the normal $68 million 1989-90 state contribution to 
UCRS to fund other UC programs in 1989-90. With a June 1988 retirement 
fund surplus of $1.6 billion, the loss of the state's $68 million contribution 
in 1989-90 will not weaken the fund to any great extent. If the deferral is 
restored over time, as indicated by the proposed Budget Bill language, 
there is no negative effect on the fund. Thus, the effect of the proposed 
deferral on the condition of the UCRS fund is not a factor of significant 
concern. 
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THE UNIVERSITY OF CALIFORNIA--Continued 
The Legislature, however, should be aware of the impact of the 

deferral on the 1990-91 and subsequent fiscal year budgets. To restore the 
deferral, the 1990-91 budget would have tOl (1) provide an augmentation 
of $68 million to restore the base budget contribution to the retirement 
system, and (2) provide a supplemental appropriation of approximately 
$6.2 million to begin the gradual restoration (over a 30-year period) of the 
1989-90 deferred amount. . 

While we would not recommend this deferral under normal budget 
practice, we believe· that the state's fiscal condition presents limited 
alternatives in 1989-90. 

C. REAPPROPRIATION (Item 6440-490) 
Legislative Budget Language Not Included in Budget Bill . 

We recommend that the Legislature adopt Budget Bill language, 
comparable to that adopted in the 1988 Budget Act, that prohibits 
reappropriation of the state's share of excess federal overheadincome to 
UC and instead returns this income to the state for General Fund 
~~ . 

Background. The university is the state's primary research institution. 
Its annual research program is approximately $900 million in the current 
year of which $655 million (73 percent) is federally funded. In recogni
t~on of costs r~lated to ~ti~ties, building amortization, grant administra
hon and certam other mduect costs, the federal government pays the 
university a negotiated "overhead allowance" on each grant. In 1979, the 
state and the university agreed that after a specified "off-the-top" 
allowance for administrative costs of approximately 20 percent related to 
these grants, the state and university would share the balance of these 
overhead allowance receipts on a 55 percent/45 percent basis. 

The state's 55 percent share was justified on the basis that state tax 
dollars paid for much of UC's physical plant and personnel (especially 
faculty salaries). The university's share is used by the Regents to provide 
support for specific programs that they identify. In 1989-90, federal 
contract and grant overhead is expected to total $198 million .. After 
allowance for administrative costs ($37 million), the state's share is 
expected to total $87 million while the university's share is expected to 
total $71 million. However, it is difficult to accurately predict these 
receipts. Last year, for example, the budget estimated that the 1987-88 
overhead receipts would total $142. Actual overhead received was $174 
million, or $32 million in excess of the budget estimate. 

The Budget Proposal. Language in Item 6440-490 would reappropriate 
to UC in 1989-90: (1) any savings in the university's 1988-89 General Fund 
budget, plus (2) the state's share of any excess federal overhead 
receipts-receipts greater than that budgeted. This language in effect 
gives UC 100 percent of funds that would otherwise be shared under the 
55/45 percent formula. This language significantly differs· from that 
adopted by the Legislature in the 1988 Budget Act, per ourrecommen
dation, to exclude from the reappropriation the state's share of any excess 
federal overhead. 

Based on the language adopted in the 1988 Budget Act, when actual 
federal overhead receipts were higher than the amount budgeted, the 
university retained its share of this income and $7.8 million was returned 
to the state as its share. Thus, the state and the university shared in excess 



Item 6600 POSTSECONDARY EDUCATION / 821 

overhead income in accordance with the traditional 55/45 percent 
formula. 

We cannot identify any analytical justification for the reappropriation 
of the state's share of excess federal overhead receipts to Uc. To do so 
merely provides windfall revenue to UC and serves as an incentive for 
UC to underestimate federal overhead income. Accordingly, we recom
mend that the Legislature adopt the following Budget Bill language, 
comparable to the 1988 Budget Act, in Item 6440-490: 

The University of California shall return to the State Controller state general 
funds appropriated in the Budget Act of 1988 in an amount equal to the 
General Fund :portion of federal contract and grant overhead funds in excess of 
the 1988-89 budgeted amount. 

D.REVENUE BOND PAYMENTS (Items 6440-003-001 and 6440-491) 
Clarification on Estimated Payments Needed 

We recommend that during budget hearings, the Department of 
Finance report on why its estimates of UC revenue bond payments for 
the current and budget years differ from those of the State Treasurer's 
Office. 

The budget requests $4.4 million in the current year and $15 million in 
the budget year from the General Fund for debt service payments 
required for capital construction projects and equipment lease purchase 
agreements at several UC campuses. These projects and equipment were 
approved by the Legislature in prior Budget Acts for financing by 
lease-purchase revenue bonds. . 

The State Treasurer's Office, however, estimates that $4.7 million is 
needed in the current year and $29.8 million in the budget year. We 
recommend that during budget hearings the Department of Finance 
explain why its estimates for these payments differ from the State 
Treasurer's Office. 

HASTINGS COLLEGE OF THE LAW 

Item 6600 from the General 
Fund and various other funds Budget p. E 92 

Requested 1989-90 ............. : ........................................................... . 
Estimated 1988-89 .......................................................................... . 
Actual 1987 -88 ................................................................................. . 

Requested increase (including amount 
for salary increases) $293,000 (+ 1.5 percent) 

Total recommended reduction .................................................. . 

$20,141,000 
19,848,000 
18,150,000 

222,000 
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HASTINGS COLLEGE OF' THE LAW-Continued 
1989-90 FUNDING BY ITEM AND SOURCE 
Item-Description 

6600-001-814-Lottery revenue 
66OO-006-001~Financial·aid 
66OO-011-001-Compensation 
6600-490-Reappropriation 

Subtotal, Budget Bill items 
Non-BudgetBili Funding 
Expenditures from other fund sources 

Grand total 

Fund 
General 
. Lottery 
General 
General 
General 

Item 6600 

Aniount 
$12,191,000 

217,000 
516,000 
404,000 

($13,328,000) 

$6,813,000 
$20,141,000 

Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Technical Adjustment. Reduce Item 660();·OOl-OOl by 825 
$222,000. Recommend reduction of $222,000 from the· Cen" 
eral Fund to reflect the full annualized savings in the state 
contribution to' the University of California Retirement 
System (UCRS) that result from the June 1988 actuarial 
valuation of the system. 

GENERAL PROGRAM STATEMENT 
Hastings College of the Law was founded in 1878. It is designated by 

statute as a law school of the University of California, although it is 
governed by its own board of directors. In accordance with legislative 
direction approved in 1987, Hastings had planned to enrolll,200studEmts 
by 1989-90, down from a high point of 1,500 students in 1985·86. This plan 
was adopted to improve the student/faculty ratio at Hastings. However, 
due to an unanticipated increase in the number of students who accepted 
Hastings' offer of admission, enrollment in 1989-90 is estimated to be 
1,300. 
OVERVIEW OF THE BUDGET REQUEST 

Total Expenditures .. The budget proposes total expenditures (in
cluding salary increases) of $20.1 million in 1989-90. This is $293,000 (1.5 
percent) above estimated current-year expenditures. 

Table 1 
. Hastings College of the Law 

Expenditures and Funding 
1987-88 through 1989-90 
(dollars in thousands) 

Budgeted Programs 
Instruction ................................... . 
Public services .............................. .. 
Law librru ............................... . 
Student services ............................. . 
Institutional support ........................ . 
Operation and maintenance ................ . 
Provisions for allocation ..................... . 

Subtotals, budgeted programs ............ . 
Extramural Programs ....................... . 

Grand totals ............................. . 

Actual 
1987-88 

$6,379 
lOS 

1,582 
2,155 
3,156 
1,482 

Est. 
1988-89 

$7,106 
179 

1,653 
1,800 
3,092 
2,022 

($14,859) ($15,852) 
$3,291 $3,996 

$18,150 $19,848 

Prop. 
1989-90 

$7,423 . 
179 .. 

1,605 
1,934 
3,092 
1,434 

478 
($16,145) 

$3,996 

$20,141 

Change/rom 
1988-89 

Amount Percent 
$317 4.5% 

-48 -2.9 
134 7.4 

-588 -29.1 
478 

($293) (1.8%) 

$293 1.5% 
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Funding Sources 
Budgeted Programs: 
General Fund ............................... . 
Hastings' general funds . .................... . 
Lottery Education Fund .................... . 
Federal funds ............................... . 
1988 Bond Fund." .... ........................ . 
Extramural Programs: 
Federal funds .............. " ................. . 
Private Gifts, Contracts, and Grants ... .... . 
Other Hastings'funds ...................... . 
Personnel-years .............................. . 

a Not a meaningful figure. 

$11,772 
2,588 

209 
290 

344 
2,947 
218.7 

$12,276 $13,1ll $835 6.8% 
2,771 2,817 46 1.7 

217 217 

588 -588 -100.0 

295 295 
310 310 

3,391 3,391 
211.7 211.7 

Table 1 provides a budget summary by program for the prior, current, 
and budget years. As the table shows, the budget has two components: 
(1) budgeted programs, and (2) extramural programs. No state appro
priations are provided for extramuraljrograms. 

General Fund Support for Budgete Programs. Table 1 shows that the 
budget proposes to expend $13.1 million from the General Fund for 
support of Hastings in 1989-90, a net increase of $835,000 (6.8 percent) 
above 1988-89. This increase includes $404,000 associated with the cost of 
1989-90 salary and benefit increases. 

Table 2 identifies the specific factors accounting for the net $835,000 
increase in General Fund support for 1989-90. 

Table 2 
Hastings College of the Law 

Proposed 1989-90 General Fund Budget Changes 
(dollars in thousands) 

1988-89 Expenditures (Revised) .............................................................. . 
Baseline Adjustments 

Annualization of 1988-89 salary increase .............................. : .................. . 
Annualization of 1988-89 benefit increase .................... '" ......................... . 
Merit and promotions for faculty ....................................................... .. 
Reduction for one-time augmentations .................................................. . 
Resident student fee increase ........................................................... .. 
Nom'esideilt student fee increase ........................................................ . 

Subtotal, baseline adjustments .............................................................. . 
Workload Changes 

Disabled student services ................................................................. . 
Salary and Benefit Increases 

Faculty salary ............................................................................. . 
Staff salary ................................................................................ . 
Benefits ................................................................................... . 

Subtotal, salary and benefit increase ......... : ............................................. . 

1989-90 Expenditures (Proposed) ............................................................. . 
Change from 1988-89: 

Amount ................................................................................... . 
Percent .................................................................................... . 

27-78859 

$12,276 

$440 
100 
74 

-137 
-130 
-50 

($297) 

$134 

$125 
158 
121 

($404) 

$13,1ll 

$835" 
6.8% 
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HASTINGS COLLEGE OF THE LAW-Continued 
ANALYSIS AND RECOMMENDATIONS 

Item 6600 

We recommend approval of the proposed General Fund changes 
shown in Table 2. In addition, we recommend approval of the following 
Budget Bill items not discussed elsewhere in this analysis: 

• California State Lottery Education Fund (Item 6600-
001-814}-$217,000 for instructionally related expenditures that sup
plement Hastings' budget. 

• General Reappropriation (Item 6600-490}-a provision reappropri
ating unexpended General Fund balances from Hastings' main 
support item. Expenditure of the reappropriated funds is limited to 
instructional equipment, deferred maintenance and special repairs. 
A similar provision was approved by the Legislature in the 1988 
Budget Act. 

A. FACULTY AND STAFF SALARY PROPOSALS (Item 6600-011-001) 
We recommend approval. 
The budget proposes an expenditure of $404,000 to increase Hastings' 

compensation in 1989-90. Of this amount, $121,000 is for benefits, while 
the balance of $283,000 would be used to provide the following salary 
increases, effective January 1, 1990: 4.7 percent for faculty, 4 percent for 
staff, and an additional 1 percent for "special salary and other adjust
ments" for staff employees. 

The Legislature has traditionally granted Hastings' faculty the same 
change in salary as that granted to faculty at the University of California 
(UC). In our analysis of the DC faculty salary request (see Item 6440), we 
note that a full year faculty salary increase of 4.7 percent would be 
needed in 1989-90 for UC to achieve parity' with its comparison group. As 
mentioned, however, the budget proposes a January 1990 increase of 4.7 
percent. This, in effect, would delay the achievement of parity by six 
months. Because of the state's fiscal situation, however, the provision of 
full~year salary parity in 1989-90 does not appear to be feasible. 

B. TUITION AND FEES (Item 6600-006-001) 
As shown in Table 3, the budget requests: (1) an increase of $167 

(nearly 12 percent) in the resident student fees, and (2) an increase of 
$1,293 (29 percent) in nonresident tuition. The proposed levels for 
1989-90 are equal to those proposed for the University of California~ 

Charges 

Table 3 
Hastings College of the Law 

Student Charges 
1987-88 through 1989-90 

Resident fee ................................. .. 

Actual 
1987-88 
$1,282 

Est. 
1988-89 
$1,410 
4,506 Nonresident tuition ......................... . 4,290 

1. Resident Student Fees 

Prop. 
1989-90 
$1,577 
5,799 

Changefrom 
1988-89 

Amount 
$167 
1,293 

Percent 
11.8% 
28.7 

According to the methodology contained in the statutory fee policy 
enacted by Ch 1523/85, Hastings' resident student fees should increase by 
10 percent in 1989-90. As mentioned, however, the budget proposes an 
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increase of nearly 12 percent. This increase will bring Hastings' resident 
student fees to the same level as that proposed for uc. The policy of 
setting Hastings' resident student fees equal to UC's fees is consistent 
with the recommendations of the California Postsecondary Education 
Commission's Chapter 1523 Sunset Review Committee. 

2. Nonresident Tuition 
Hastings' proposed 1989-90 nonresident tuition charge is equal in 

amount to UC's. However, Hastings did not follow UC's increase in 
nonresident tuition in the current year, consequently, the proposed 
increase for Hastings is 29 percent, rather than the 17 percent increase 
proposed for uc. 

We also noted that Resolution Ch 162/88 (SCR 69, Morgan) directs the 
California Postsecondary Education Commission (CPEC) to submit, by 
July·l, 1989, recommendations on a nonresident student tuition policy for 
the state's public universities. Because of the large increases in nonresi
dent tuitions proposed for the public universities, CPEC staff has agreed 
to expedite the study in an endeavor to submit the recommendations 
during the budget hearings. 

C. TECHNICAL RECOMMENDATIONS 
Budget Does Not Rellect Retirement Savings 

We recommend a reduction of $222,000 from the General Fund to 
reflect the full annualized savings in the state contribution to the 
University of California Retirement System (UCRS) that result from 
the June 1988 actuarial valuation of the system. (Reduce Itimi 6600-
001-001 by $222,000.) 

State Retirement Contribution Overbudgeted. Hastings'employees 
are members of the University of California Retirement System (UCRS). 
The state provides the employer contribution to the UCRS fund by 
allocating necessary funds to Hastings. Hastings in turn provides the 
contribution to the UC Regents, who contribute them to :UCRS. Hastings 
employees also contribute a portion of their salaries to the fund. 

In November 1988, the UC Regents adopted changes in the actuarial 
asslimptionS for UCRS,effective on January 1, 1989, that result in a 
reduction of the state contribution rate from 8.59 percent of the salary 
base to 5.92 percent. Based on Hastings' salary base, the annual UCRS cost 
to the state-. should be reduced by $222,000. This reduced state cost, 
however, is not reflected in the 1989-90 budget. Consequently, we 
recommend that Hastings' main support item be reduced by $222,000 to 
reflect this change. 

(Earlier in this analysis, we make a similar recommendation with 
regard toUCRS overbudgeting within the UC budget request.) 
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CALIFORNIA STATE UNIVERSITY 

Item 6610 from the General 
Fund and various funds Budget p. E 98 

Requested 1989-90 ...................... .................................................. $2,554,338,000 
Estimated 1988-89 .......................... :.............................................. 2,380,544,000 
Actual 1987 -88 ............................................................................... 2,245,579,000 

Requested increase (including amount for 
salary increases) $173,794,000 (+7.3 percent) 

Total recommended reduction ............................................. ; .. 6,276,000 

1989-90 FUNDING BY ITEM AND SOURCE· 
Item-Description 
661O-001-001-Support 
661O·002·001-Support 
661O-003-001-Support 
6610-006-001-Support 
661O·0l0·001-Support 
661O-021-001-Support 
001O-031-001-Support 
661O-OO1-814--Support 
6610-490-Reappropriation 
661O·001-785-Support 
6610-001-890 

General 
General 
General 
General 
General 
General 
General 

Fund 

Lottery Education 
General 

Amount 
$1,563,431,000 

969,000 
2,509,000 

350,000 
359,787,000 

3,965,000 
50,354;000 
42,004,000 

Capital Outlay Bond 
Federal Trust 

5,000,000 
82,864,000 

Subtotal, Budget Bill Items 
Non-Budget Bill Funding 

Reimbursements 

($2,1ll,233,000) 

. Transfer to CSU Lottery Education Fund 
Expenditures from other fund sources 

$32,459,000 
-3,404,000 
414,050,000 

Subtotal, Non-Budget Bill Funding 

Total 

($443,105,000) 

$2)554,338,000 

SUMMARY OF· MAJOR ISSUES AND RECOMMENDATIONS 
1. InstructionalAdministration. Reduce Item 6610-00I-001 by 

$331,000. Recommend elimination of three instructional 
dean positions, and related clerical support, because they are 
not justified on a workload basis and are not used as intended 
by the Legislature. 

2. San Marcos Campus. We make no recommendation on· the 
$521,000 requested from the General Fund for 14 new 
positions for the proposed campus at San Marcos because we 
have no analytical basis for determining the appropriate 
time to establish the new campus's initial cadre of adminis
tration. 

3. Expendable Items. Reduce Item 6610-001-001 by $122,000. 
Recommend reducing the amount proposed for an initial 
complement of expendable items (supplies for new and 
remodeled buildings) because, due to construction delays, 
these funds will not be required in the budget year. 

.AnaZy#s 
page 

836 

837 

841 
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4. Travel Expenses. Reduce 1tem 6610-001-001 by $300,000. 
Recommend reducing the amount proposed for travel ex~ 
penses to reflect estimated savings from CSU's participation 
inthestate's discount airfare contract program. 

5. Utilities. Reduce Item 6610-001-001 by $523,000. Recom
mend reduGing the amount proposed for utilities to corre'Ct 
an overbudgeting error ($116,000) and eliminate a contin-
gency factor ($407,000). 

6. Asbestos Abatement. Delete Item 6610-001-785($5 million}. 
Recommend deleting all funds ($5 million) requested from 
the 1988 Higher, Education Capital Outlay Bond Fund for 
asbestos abatement, based on recommendations for state 
asbestos abatement programs contained in our Perspectives 
and Issues. " 

842 

843 

843 

844 7. Reappropriation. Recommend amending the proposed Bud
get Bill language in, Item, 6610-490 to. provide that funds 
reappropriated from 1988-89 unexpended balances be allo-
cated only for special repair projects and deferred mainte~" 

, . nance, in order to address critical repairs. 

Overview of Legislative Analyst's Recommendations 
• We recommend reductions to the CSU's General Fund support budget 
totaling $1,276,000. We also recorrimend deleting the $5 million requested 
from the 1988 Higher Education Capital Outlay Bond Fund for asbestos 
abatement. Table 1 summarizes the fiscal impact of these recommenda
tions. 

Table 1 
Summary of Changes to the CSU's 1989-90 Budget 

Recommended by the Legislative Analyst 

Program 
Instructional administration .......................... . 
Expendable ite.ms for new buildings ................ . 
Travel expenses. , .................................... . 
Utilities ............................................... . 
Asbestos abatement .................................. . 

Totals ............................................... . 

GENERAL PROGRAM STATEMENT 

Program 
. Changes 

-$331,000 
-122,000 
-300,000 
-523,000 

-5,000,000 
-$6,276,000 

General 
Fund 

-$331,000 
-122,000 
-300,000 
-523,000 

-$1,276,000 

Capital 
Outlay 

Bond Fund 

-$5,000,000 
-$5,000,000 

The California State University (CSU) system is composed of 19 
campuses which provide instruction in the liberal arts and sciences as 
well as in applied fields which require more than two years of college 
education. In addition, CSU may award the doctoral degree jointly, with 
the University of California or a private university. 

Governance. The CSU system is governed by a 24-member Board of 
Trustees. The trustees appoint the Chancellor who, as the chief executive 
officer, assists the trustees in making policy decisions and provides for the 
administration of the system. 

Admission. To be admitted to the CSU as a freshman, a student 
generally must graduate in the highest academic third of his or her high 
school class. An exemption, however, permits admission of certain 
students who do not meet this requirement, provided the number of such 
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CALIFORNIA STATE UNIVERSITy...,...continued 

Item 6610 

students does not exceed 8 percent of the previous year's undergraduate 
admissions. ' ' ' , 

Transfer students may be admitted from other four-year institutions or 
from community colleges if they have maintained at least a 2.0 grade 
point or "C" average in prior academic work. To be admitted to upper 
division standing, the student must, also have completed 56 transferable 
semester units of college courses. To be admitted to a CSU graduate 
program, the minimum requirement is' a bachelor's degree froin an 
accredited four-year institution. . 

The system has an estimated 267,771 full-time equivalent (FTE) 
students and 34,554.9 personnel-years in 1988-89. ' ' 

OVERVIEW OF THE BUDGET REQUEST 
Total Expenditures. The budget proposes General Fund expenditures 

of $2 billion for support of the'CSU system in 1989-90 .. This is an increase 
of $157 million, or 8.6 percent, over estimated current-year General Fund 
expenditures. We note that the proposed General Fund expenditures 
include $359.8 million in revenues,' priinarily from student· fees. The 
budget projects that these appropriated fee revenues, will, increase by 
$32.7 million in 1989,90. Consequently, fees fund 21 percent of the 
proposed General Fund increase of $157 million.' . 

Table 2 provides a budget summary for the CSU system, by program, 
for the prior, current, arid budget years. " 

Table 2 
The California State University 

l3udget Summary 
1987:88 through 1989-90 
(dollars' in thousands) 

Actual Est. 
Programs 1987-88 1988-89 
Instruction .................................... $1,046,368 $1,128,978 
Public service ............................... '. 1,185 1,191 
Academic support ............................ 186,576 194,393 
Student services .... , ..................... ; ... 222,106 237,521 
Institutional support ......................... 434;234 453,150 
Independent operations ................ ; ..... 62,869 74,147 
Auxiliary organizations ....................... 292;241 303,931 
Provisions for allocation ...................... -12,767 
Unallocated salary increase .................. 

Totals, expenditures ....................... $2;245~579 $2,380,544 
Funding Sources 

Prop. 
1989-90 

$1,191,254 
1,251 

201,670 
253,975 
467,732 . 

69,890 
316,088 

2,124 
50,354 

' $2,554,338 

General Fund ................................ $1,714,997 $1,824,357" $1,981,365 
Reimbursements .............................. 54,388 33,604 32,459 
Higher Education Earthquake Account: ... ; -522 522 
Continuing Education Revenue Fund ....... 46,642 45,383 48,752 
Dormitory Revenue Fund (Housing) ........ 28,786 32,236 36,956 
Dormitory Revenue Fund (Parking) ........ 10,794 11,324 12,240 
Higher Education Capital Outlay Bond 

Fund ..................................... 10,600 5,(}()() 
Lottery Education Fund ..................... 20,342 38,600 38,600 
Federal Trust Fund .......................... 77,911 79,974 82,864 
Special Projects Fund ........................ 13 14 

Change/rom 
1988-89 

Amount PerCent 
$62,276 5.5% 

60 5.0 
7;277 3.7 

16,454 . 6;9 
14,582 3.2 

-4,257 -5.7 
12,157 4.0 
14,891 
50,354 

$173,794 7.3% 

$157,(JOB 8:6% 
'-1,145 -3.4 

-522 -100.0 
3,369 7.4 
4,720 14.6 

916 8.1 

-5,600 ~52.8 

2,890 3.6 
1 7.7 
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A uxiliary organizations 
Federal .................................... . 
Other ....................................... . 

Personnel-years .............................. . 

• Not a meaningful figure. 

49,389 
242,852 
34,504.9· 

Expenditures by Source of Funding 

51,364 
252,567 
34,554.9 

53,419 
262,669 
35,184.3 

2,055 
10,102 
629.4 

4.0 
4.0 
1.8% 

The CSU budget is divided into nine major programs, which are shown 
in Table 3 by funding source. In the analysis that follows, we discuss the 
budget proposal for (1) the four programs-Instruction, Academic 
Support; Student Services, and Institutional Support-that are supported 
with state funds, (2) provisions for allocation (used for expenditures, such 
as the.lottery, that cannot be allocated to a program), and (3) employee 
compensation. The other three program elements-Public Service, Inde
pendent Operations, and Auxiliary Organizations-are not supported 
with state funds, and are not discussed in this analysis. 

General Fund Budget Changes Proposed for 1989-90 
As detailed in Table 4, the budget for CSU in 1989-90 reflects several 

offsetting increases and decreases: The table shows that: 
• Baseline adjustments result in a net increase of $69.7 million. These 

include various adjustments in personnel costs and reductions. for 
nonrecurring expenditures. . 

• Workload changes, which include enrollment-related adjustments, 
result in an increase of $35 million. 

• Program changes result in an increase of $1.7 million. (Each of these 
augmentations is discussed later in this analysis.) , 

• Unallocated salary and benefit increases, also discussed later in this 
analysis, total $50.4 million. 



Table 3 n ~ ,. 
The California State University ,... 0 

Expenditures by Subprogram and Funding Source ::; "-
1989-90 0 "tI :;Ia a (dollars in thousands) Z en 

General Fund Other State Funds Special Funds 
;; (A 
CIt t"l 

nECO FouTUlations ... (') 

Reimburse- Bond S~al Lottery Continuing Federal and Auxiliary Grand 
,. a ... Z 

Net ments Totals Fund Projects Education Education Dormitory Parking Trnst Organizations Totals m 0 
1. Instruction C > = Regular instruction ....... $1,160,323 $2,000 $1,162,323 $1,162,323 Z 0-<: 

Special session instruction. $16,547 16,547 <: t"l 
m 0 Extension instruction ..... 12,384 12,384 :;Ia c:: 

Subtotals, Instruction ..... ($1,160,323) ($2,000) ($1,162,323) ($28,931) ($1,191,254) 
CIt 

~ :::; 
2. Public Service f Campus conununity ser- a 

vice ..................... $1,251 $1,251 $1,251 n Z 
0 

3. Academic Support :::s 
~ 

Libraries ................ $95,489 $95,489 .$66 $95,555 :i" 
Audio-Visual services ..... 19,669 19,669 130 19,799 c 

II 
Computing support ...... 57,966 57,966 158 58,124 A. 
Ancillary support ......... 28,192 28,192 28,192 

Subtotals, Academic Sup-
($354) port ..................... ($201,316) ($201,316) ($201,670) 

4. Student Services 
Social and cultural devel-
opment.. ................ $7,440 $7,440 $9 $7,449 
Supplementary educa-
tional services-EOP ..... 25,615 25,615 25,615 
Counseling and career 
guidance ................ 32,296 32,296 ,,'- 32,296 -Financial aid ............. 39,389 $10,287 49,676 $82;864 132,540 ..... 

CD 
Student support .......... 47,683 47,683 4 $8,388 .. - 56,075 3 
Subtotals, Student Ser- (J) 

vices .................... ($152,423) ($10,287) ($162,710) ($13) ($8,388) ($82,864) ($253,gt5) 
(J) ..... 
0 



5. Institutional Support 
Executive management. .. 
Financial operations ..... . 
General administrative 
services ................. . 
Logistical services ....... . 
Physical plant operation .. 
Faculty and staff services. 
Community relations ..... 
Subtotals, Institutional 
Support ............... .. 

6. Independent Operations . 
7. Auxiliary Organizations .. 
8. Provisions for Allocation . 
9. Employee Compensation. 

Totals, Support Budget 
Expenditures .......... .. 

$36,605 
36,971 

. 85,797 
70,186 

167,013 
349 
~ 

($403,884) 
$49,766 

-$36,701 
$50,354 

$1,981,365 

$933 

($933) 
$17,988 

$32,459 

$36,605 
36,971 

85,797 
71,119 

167,013 $5,000 $14 
349 
~ 

($404,817) ($5,000) ($14) 
$67,754 

-$36,701 $38,600 
$50,354 

$2,013,824 $5,000 $14 $38,600 

-
$13,018 $49,623 

ct 
S 

1,420 $1,756 $1,036 41,183 
0) 
0) 

633 86,430 
~ 
0 

2,368 5,024 6,586 85,097 
44 21,678 2,438 196,187 

349 
1,900 ---- ~ 

($19,383) ($28,458)($10,060) ($467,732) 
$2,136 $69;890 

$316,088 $316,088 
$71 $110 $44 $2J24 

$50,354 
== 

$48,752 $36,956 $12,240 $82,864 $316,088 $2,554,338 . 

'" 0. en 
cA 
t%J 
() 
0. 
Z 
0 
> 
~ 
t%J 
0 c:: 
() 

~ -0. 
Z , 
~ ... 
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Table 4 

The California State University 
Proposed 1989-90 General Fund Budget Changes 

(dollars in thousands) 

1988-89 Expenditures (Revised) ..................................................... . 
Baseline Adjustments 

Merit salary adjustments ........................................................... . 
Restoration of 1988-89 reduction ................................................... . 
Salary annualization ................................................................ . 
Positions-full-year funding ........................................................ . 
Faculty promotions ................................................................. . 
Retirement ......................................................................... . 
Dental .............................................................................. . 
Unemployment compensation ..................................................... . 
Workers' compensation ........................................................... .. 
Industrial disability leaves ......................................... , .............. .. 
Impact of legislation ............................................................... . 
Nonrecurring items ................................................................ .. 
Miscellaneous baseline reductions ................................................. . 

Subtotal, baseline adjustments ................................................ . 
Workload Changes 

Enrollment adjustment ............................................................ . 
Special cost factors 

Instruction ....................................................................... . 
Public service .................................................................... . 
Academic support. ............................................................... . 
Student services .................................................................. . 
Institutional support ............................................................. . 
Independent operations ......................................................... . 
Reimbursements ................................................................. . 
Systemwide offices .............................................................. .. 
Systemwide provisions ........................................................... . 

Subtotal, workload changes ................................................... . 
Program Changes 

Child care .......................................................................... . 
San Marcos campus ............................................................... .. 
Disabled students services ........................................................ .. 

Subtotal, program changes .................................................... . 
Salary and Benefit Increases 

Faculty salary ........................................................................ . 
Staff salary .......................................................................... . 
Benefits ............................................................................. . 

Subtotal, salary and benefit increases ......................................... . 
Capital Outlay Revenue Bonds 

Lease payments on revenue bonds ................................................ . 

1989-90 Expenditures (Proposed) ................................................... .. 
Change from 1988-89: 

Amount ............................................................................. . 
Percent ............................................................................. . 

Item 6610 

$1,824,357 

$11,737 
5,106 

67,315 
4,516 
1,432 

-9 
439 

-500 
250 
250 
449 

-13,966 
-7,306 

($69,713) 

$21,364 

1,054 
60 

825 
5,636 
8,566 

-4,471 
1,145 
-64 
851 

($34,966) 

$730 
521 
489 

($1,740) 

$22,075 
15,460 
12,819 

($50,354) 

$235 

$1,981,365 

$157,008 
8.6% 
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ANALYSIS AND RECOMMENDATIONS 
We recommend approval of all baseline and workload adjustments and 

the following program change proposals: " 
• Child Care-$730,000 to augment funds allocated for campus child 

care services. The need for these services is documented in an 
independent study completed in 1988. . . 

• Disabled .Student Services-$489,000 to provide additional services 
for learning disabled students~ These students. require additional 
diagnostic services, due to the nature of their disability. 

The remaining program change proposal-:pertaining to the, proposed 
new campus at San Marcos-is discussed elsewhere in this analysis. 

In addition, we recommend approval of the following Budget Bill items 
which are not discussed elsewhere in this analysis: 

• Fellows Program (Item 6610-002-001}-$969,000 for the Senate, 
Assembly, and Executive Fellows Programs, which are administered 
by CSU Sacramento. This is an increase of $133,000 over the amount 
appropriated in the current year. The increase will be used to 
augment stipends for program participants and to pay for increases 
in the costs of fee waivers and"program administration. 

• Revenue Bond Payments (Item 6610-003-001}-$2.5 million from the 
General Fund for debt service payments required for lease-purchase 
revenue borids, for capital construction projects at severalCSU 
campuses. These projects were approved by the Legislature in prior 
budget acts. 

• Student Housing (Item 6610-006-001}-$350,000 from the General 
Fund to be transferred to the Affordable Student Housing Revolving 
Fund in 1989-90, the same amount appropriated in the current year. 
These funds are used to subsidize interest costs in connection with 
bond financing for construction of affordable student housing at the 
CSU Fullerton and Hayward campuses. Our analysis indicates that 
the amount proposed is consistent with the Legislature's intent in 
establishing the subsidy. 

• Appropriated Revenue (Item 6610-010-001}-$359.8 million in reve-
" nues-primarily from student fees-for support of CSU in 1989-90. 

Our analysis indicates, that the estimated level of revenues is 
consistent with the proposed enrollment and level of student fees in 
the budget year. 

• Special Repairs and Deferred Maintenance (Item 6610-
021-001}-$4 million from the General Fund for special repairs and 
deferred maintenance iI11989-90. These funds are'needed for CSU's 
ongoing special repair requirements. We discuss this in greater detail 
in the analysis that follows. 

• Federal Funds (Item 6610-001-890}-$82.9 million from the Federal 
Trust Fund for support of CSU. This is an increase of $2.9 million, 
or3.6 percent, over estimated current-year. expenditures. Ouranaly
sis indicates that the proposed use of these funds for financial aid is 
justified. 
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I. INSTRUCTION 

Item 6610 

The CSU Instruction program includes all major instructional programs 
in which students earn· academic credit towards a degree. The program 
consists of three elements: regular instruction, special session instruction, 
and extension instruction. . 

Table 5 shows expenditures for instruction in the prior, current, and 
budget years. The table indicates that the budget proposes an increase of 
$95.8 million, or 9 percent, in General Fund expenditures for instruction 
in 1989-90. This is due primarily to salary annualization· costs and a 
projected enrollment increase. 

Table 5 
The California State University 

Instruction Program Budget ,Summary 
1987-88 through 1989-90 
(dollars in ~housands) 

Actual Est. Prop. 
Program 1987-88 1988-89 1989-90 
Regular instruction ........................... $1,019,068 $1,101,260 $1,162,323 
Special session instruction ................... 15,139 16,993 16,547 
Extension instruction ......................... 12,161 10,725 12,384 

Totals, expenditures ..................... $1,046,368 $1,128,978 $1,191,254 
Funding Sources 
General Fund .. ....... : ...................... $999,654 $1,064,484 $1,160,323 
Continuing Education Revenue Fund ....... 27,3(){) 27,718 28,931 
Lottery Fund ................ : ............... ; 17,606 34,776 
Reimbursements .............................. 1,808' 2,()(}() 2,()(}() 
Personnel: 

Regular instruction .; ...................... 19,371.1 19,633.6 20,161.7 
Extension and special session .............. 263.8 351.3 349.2 

Totals, personnel-years .................. 19,634.9 19,984.9 20,510.9 

Change/rom 
1988-89 

Amount Percent 
$61,063 5.5% 

-446 -2.6 
1,659 . 15.5 

$62,276 5.5% 

$95,839 9.0% 
1,213 4.3 

a -34,776 -1(){).0 

528.1 2.7% 
-2.1 -0.6 
526.0 2.6% 

a Lottery expenditures in 1989-90 are shown as an unallocated expenditure in a separate program. We 
estimate that lottery expenditures in the Instruction program in 1989-90 will be approximately the 
same as in the current year. 

A.ENROLLMENT 

Enrollment in the CSU is me~sured in terms of full-time equivalent 
(FTE) students. One FTE equals enrollment in 15 course units. Thus, one 
FTE could represent one student enrolled in 15 course units or any other 
student/ course combination, the product of which equals 15 course units. 

The budget proposes enrollment of267,380 FTE students in 1989-90, an 
increase of 6,331 FTE (2.4 percent) over the budgeted level for 1988-89, 
and a decrease of 391 FTE (0.1 percent) from the latest estimate for the 
current year. We note that many of the CSU campuses exceeded their 
budget targets in the current year. In order to prevent this from 
occurring again in the budget year, some of these campuses may have to 
adopt a more active mode of enrollment management. 
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As Table 6 shows, the latest estimate ofCSUenrollment in the current 
year (1988-89) is 267,771 FTE students. This estimate is 6,722 FTE (2.6 
percent) above the enrollment budgeted for 1988-89, and 9,528 FTE (3.7 
percent) above the actual 1987-88 FTE enrolhnent. 

Table 6 
The California State University 

Annual Full-Time Equivalent Students 
1987-88 through 1989-90 . 

1988-89 
1987-88 Revised. 1989-90 

Campus Actual Budgeted Estimate Prop. 
Bakersfield ............................. 3,312 3,500 3,602 3,770 
Chico .................................... 13,331 13,500 13,917 14,000 
Dominguez Hills ....................... 5,093 5,855 5,935 6,100 
Fresno .................................. 14,916 15,400 15,386 15,800 
Fullerton ............................... 16,811 16,900 17,206 17,600 
Hayward ............................... 9,749 9,810 9,886 10,000 
Humboldt .............................. 5,637 5,750 6,254 6,360 
LongBeach ............................ 24,187 23,600 24,606 23,600 
Los Angeles ............................ 15,549 15,847 15,418 15,850 
Northridge .............................. 20,843 20,900 22,082 21,100 
Pomona ................................ 15,340 15,500 15,741 15,800 
Sacramento ............................ 17,945 18,250 18,555 18,550 
San Bernardino ........................ 6,095 6,700 7,178 7,500 
San Diego .............................. 26,819 26,066 26,534 26,250 
San Francisco .......................... 19,141 19,191 20,289 19,700 
San Jose ................................ 19,470 20,000 20,352 20,500 
San Luis Obispo ....................... 15,468 15,480 15,699 15,480 
Sonoma ................................. 4,592 4,600 4,952 5,100 
Stanislaus ............................... 3,541 3,750 3,759 3,900 
International Program ................. 404 450 420 420 

Totals ...................... :. : ..... 258,243 261,049 267,771 267,380 

Change/rom 
Budgeted 
1988-89 

Number Percent 
270 7.7% 
500 3.7 
245 4.2 
400 2.6 
700 4.1 
190 1.9 
610 10.6 

3 0.1 
200 1.0 
300 1.9 
300 1.6 
800 11.9 
184 0.7 
509 2.7 
500 2.5 

500 10.9 
150 4.0 

-30 ':"6.7 

6;331 2.4% 

.. The 1988 Budget Act authorizes the CSU to seek a suhplementary 
General Fund appropriation if actual enrollment exceeds t e budgeted 
amount by at least 2. percent. The CSU has requested-and the budget 
proRose~a supplementary 1988-89 appropriation in the amount of $3.8 
mil . on pursuant to this provision. .. . 

B. REGULAR INSTRUCTION 
1. Lottery Funds (Item 6610-001-814) 

We. recommend approval. 
The budget estimates that CSU will spend $38.6 million in lottery funds 

in the current year. Table 7 shows how the CSU intends to spend these 
funds, according to a report submitted to the Legislature in November 
1988. The .expenditure plan consists of $31.6 million for program support, 
$7 million for an endowment account, and an unexpended "reserve" of $2 
million. 
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Table 7 

Programs 

The California State University 
Lottery Fund Expenditure Plan 

1988-89 
(dollars in thousands) 

Master teacher stipends & scholarships ... '.' ......................................... . 
Instructional development and technology .......................................... . 
Instructional equipment replacement ............................................... . 
Instructional equipment. ............................................................. . 
Computer workstations-student access ............................................. . 
Engineering and Computer Science Enhancement Program ...................... . 
Forgivable Loan Program for Minorities and Women .............................. . 
Student intemships-coIilmunity service and outreach ............................. . 
ViSiting scholars and artists .......................................................... . 
Fine arts initiatives ................................................................... . 
Educational equity (retention programs) ........................................... . 
Closure costs of 1987-88 programs .................................................... . 
Campus/Chancellor's Office discretionary funds .......... : ......................... . 
Administration ........... ' ... .' ...................... ; ......... '.' ....................... . 

Subtotal, program support ...................................................... .. 
Other: 
Endowment account ................................................................. . 
Reserve .................................................... , ......................... .. 

Subtotal, other .... ; ............................................................. .. 

Totals .............................................................................. . 
Funding: 

Item 6610 

Amount 
$1,200 

700 
7,200 
2,500 
2,063 
1,100 

'1,000 
1,312 
2,100 
1,300 
2,600 

275 
7,025 
1,200 

($31,575) 

$7,025 
2,000, 

($9,025) 

$40,600 

1988-89 revenue.. .. . . .. .. .. .. . . .. . . . .. . . .. .. .. .. . . .. . . .. .. . . .. . . . .. .. . . .. . . .. . . . .. . . $27,000 
Interest income ...................................................................... 1,000 
Carry-over from 1987-88 .... .. .. . . . .. .. .. .. . . .. . . .. .. .. .. . . .. . . .. . . . .. .. . . .. . . .. . . .. 12,600 

Funds allocated to the endowment will be rt;ltained in a special account 
for investment, from which the interest earnings will be expended for 
purposes determined by the CSU campuses, according to guidelines 
adopted by the CSU Trustees~ The CSU esttinates· that the accumulated 
principal in the endowment account will amount to $17.8 million on June 
30,1989. 

The Trustees have not adopted a plan for the expenditure of endow
ment funds. We note, however, that these lottery revetluescould be used 
in the budget year-pursuant to action taken py the Trustees-to 
augment CSU's instructional program. . . 

The budget proposes that CSU spend $38.6rtrlllion in lottery fUnds in 
1989-90; shown as an unallocated. expenditure. The budget also proposes 
language to appropriate any additional funds that CSU receives pursuant 
to the lottery. The Trustees will determine the manner in which these 
funds will be expended. Because this procedure is in accordance with 
current state policy, we recommend approval of this item. ' 

2. Administrative Positions Not Used As Intended 
We recommend elimination of three instructional dean positions, 

and related clerical support, because they are not justified on a 
workload basis and are not used as intended by the Legislature, for a 
General Fund savings of $331,000. (Reduce Item 6610-001-001 by 
$331,000.) 
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Five CSU campuses-Fresno, Sacramento, San Diego, San Francisco, 
and San Jose-receive state funds specifically to support a dean for 
Masters of Social Work (MSW) programs. In the Analysis afthe 1986-87 
Budget Bill, we recommended-as part ofa comprehensive proposal on 
all instructional dean positions at the CSU-elimination of the five 
positions allocated for MSW programs. Our recommendation (calling for 
the elimination of a total of 20.3 instructional dean positions) was rejected 
by the Conference Committee on the Budget Bill. 

We based our recommendation to delete the MSW deans primarily on 
the argument that the scope of the programs (in terms of enrollment and 
number of faculty) did not justify the allocation of a dean position as the 
chief administrator. We continue to believe that the scope ofthe MSW 
programs· does not justify the allocation of a· dean position. Because of the 
action of the Legislature on the 1986-87 budget, however, we directed our 
follow-up review toward the question of whether the positiolls are being 
used as intended. 

We found that three of the five campuses-Fresno, Sacramento, and 
San Diego-are not using the dean position to administer the MSW 
program. Instead, the position, in effect, supplements the regular alloca
tion of instructional deans which is available to all CSU campuses. These 
positions are used to administer the campuses' academic schools and,. if a 
campus has more dean positions than schools, are also used for broader 
functional specializations such as academic planning. Because the regular 
allocation of deans at Fresno, Sacramento, and San Diego (ten at each 
campus, excluding the MSW dean) exceeds the number of schools 
(ranging from five to eight), elimination of the position intended for the 
MSW program probably would affect one of the "functional" dean 
positions. Insofar as the other CSU campuses do not have an additional 
position (beyond the regular allocation) for this purpose, we conclude 
that an extra position is not needed. 

In summary, our analysis indicates that at three of the CSU campuses 
the MSW dean position is (1) unnecessary for the administration of 
campus programs, including the MSW program, and (2) not used as 
intended by. the Legislature. Consequently, we recommend elimination 
of three instructional dean positions, and related clerical support, for a 
General Fund savings of $331,000. 
3. Positions for New Campus at San Marcos 

We make no recommendation on the $521,000 requested from the 
General Fund for 14 new positions for the proposed campus at San 
Marcos because we have no analytical basis for determining the 
appropriate time to establish the new campus ~ initial cadre of 
administration. 

Budget Proposal. The· budget proposes $521,000 from the General 
Fund to. establish 14 new positions, and related operating expenses, to 
form the initial cadre of administration for.the proposed transition of the 
San Marcos off-campus center (in north San Diego County) to a full 
service four-year campus. These positions inClude the campus president, 
two vice presidents, two academic deans, and the chief of plaritopera
tions. They would be responsible for planning the operation of the new 
campus. This includes such tasks as academic planning, course schedul
ing, admissions, and hiring new faculty. 

The positions would be phased in during the budget year, from 
September 1989 through April 1990. Thus, the full-year cost-$865,000 in 
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1990c91, excluding inflation adjustments or salary increases-would be 
significantly higher than the budget proposal. 

Background. Currently; the off-campus center is admiIlistered by San 
Diego State University, and serves only upper-division and graduate 
students. Enrollment is 800 FfE students, and is projected to increase to 
1,000 FfE in the budget year. The center, presently in rented facilities, 
will be relocated to a permanent state-owned site in f3.111991.. 

The CSU has proposed to convert the off-campus center to an 
independent four-year campus, which would admit its initial freshman 
class in the fall of 1995. Projected enrollment would increase from 2,743 
FfE in 1995-96 to 13,374 FfE in 2020-21. The proposal to convert to a 
four-year campus was approved by the California Postsecondary Educa
tion Commission in January 1989, although the commission indicated that 
the enrollment projections should be considered as preliminary. 

Analysis of the Budget Proposal. The budget request would result in 
a relatively long period of time-nearly six years-between the establish
ment of the initial cadre of administration and the conversioIl to· a new 
campus. In comparison, the corresponding interval for CSU Bakersfield 
-the . youngest member of the system-was only three years. The 
Chancellor's Office, however, has stressed that because of the expeCted 
rapid growth of the off-campus center, it will be beneficial to begin the 
process of transferring administrative control from San Diego State 
University as soon as possible. This would help to limit, for example, 
problems that might occur in the placement of faculty at. the off-campus 
center who are not subsequently retained by the administration of the 
new campus. 

We recognize that certain benefits will· be realized from a long 
planning period, as proposed in the budget. This would permit a smooth 
transition, provide an orderly planning process, and facilitate accredita
tion of the campus. Because of the nature of these benefits, however, we 
are unable to compare them to the costs that would be incurred in order 
to determine if the proposal meets the test of cost-effectiveness. In 
addition, we are unable to determine the relative importance that should 
be accorded this request as compared with other legislative priorities. 
Consequently, we make no recommendation. 

II. ACADEMIC SUPPORT 

The Academic Support program is composed of those functions which 
directly aid and support the CSU' s primary program of instruction. The 
budget identifies four elements in this program: (1) libraries, (2) 
audiovisual services and television services, (3) computing (EDP) sup
port, and (4) ancillary support. 

Table.8 shows expenditures for the Academic Support program in the 
prior, current, and budget years. The budget proposes an increase of $9.8 
million, or 5.1 percent, in General Fund expenditures for academic 
support in 1989-90. This is due primarily to baseline and workload 
adjustments. 



Item 6610 POSTSECONDARY EDUCATION / 839 

Table 8 
The California State University 

Academic SlJPport Program Expenditures 
1987-88 through 1989.-90 
(dollars in thousands) 

Actual Est. Prop. 
Programs 1987-88 1988-89 1989-90 
Libraries ...................................... $84,698 $90,888 $95,555 
Audiovisual services .......................... 18,022 19,481 19,799 
Computing support .......................... 60,023 57,891 58,124 
Ancillary support. ............................ 23,833 26,133 28,192 

Totals, expenditures ..................... $186,576 $194,393 $201,670 
Funding Sources 
General Fund .. ............................... $184,242 $191,534 $201,316 
Continuing Education Revenue Fund ....... 377 235 354 
Lottery Fund ................................. 1,957 2,624 
Personnel-Years: 

Libraries .................................... 1,582.1 1,613.5 1,646.0 
Computing support.. ...................... 746.3 720.2 742.7 
Other ....................................... 858.7 821.5 833.0 

Totals, personnel-years .................. 3,187.1 3,155.2 3,221.7 

Change/rom 
1988-89 

Amount Percent 
$4,667 5.1% 

318 1.6 
233 0.4 

2,059. 7.9 
$7,277 3.7% 

$9,782 5.1% 
119 50.6 

a -2,624 -100.0 

32.5 2.0% 
22.5 -0.1 
11.5 1.4 
66.5 2.1% 

a Lottery expenditures in 1989-90 are shown as an unallocated expenditure in a separate program. We 
estimate that lottery expenditures in the Academic Support program in 1989-90 will be· approxi
mately the same as in the current-year. 

COMPUTING SUPPORT 
Instructional Computing 

Pursuant to the Suppleme~tal Report of the 1984 Budget Act, the CSU 
developed a new methodology for determining its needs for computing 
support. According to this methodology, CSU requires a total of 21,021 
computer "workstations" (microcomputers or computer terminals). This 
represents an increase of 10,050 workstations over the current-year level. 
As part of a phased approach to fund the additional workstations, CSU 
requested $6.4 million to acquire 640 student workstations in 1989-90. 

The budget proposes to continue the current-year level of support for 
instructional computing. This includes funding for ongoing support, but 
no funds to purchase additional instructional computers. 

We note that CSU has used lottery funds in past years as a source of 
revenue to purchase additional instructional computers. At this time, 
however, we do not know how the Trustees will use the lottery funds in 
the budget year. 

III. STUDENT SERVICES 
The Student Services program includes social and cultural develop

ment, supplementary educational services, counseling and career· guid
ance, financial aid, and student support. Table 9 shows Student Services 
program expenditures and personnel for the prior, current, and budget 
years. 

The budget proposes an increase of $12.4 million, or 8.8 percent, in 
General Fund expenditures for student services in 1989-90. This includes 
increases in financial aid, services for learning disabledstudEmts, and 
child care services. 
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Table 9 

The California State University 
Student Services Program Expenditures 

1987-88 through 1989-90 
(dollars in thousands) 

Actual Est. Prop. 
Programs 1987-88 1988-89 1989-90 
Soci!iI and cultural development ............ $8,263 f{l ;379 f{l,449 
Supplemental services--EOP ................ 20,603 23,095 25,615 
Counseling and career guidance ....•....... 30,962 31,607 32,296 
Financial aid .................................. 120,420 124,856 132,540 
Student support .............................. 41,858 50,584 56,075 

Totals, expenditures ..................... $222,106 $237,521 $253,975 
Funding Sources 
General Fund .......... ...................... $129,051 $140,057 $152,423 
Continuing Education Revenue Fund ....... 70 14 13 
Dormitory Revenue Fund . ................... 6,257 7,267 8,388 
Federal Trust Fund .......................... 76,652 79,974 82,864 
Reimbursements .. ............................ 10,076 10,209 10,287 
Personnel-Years: 

Social and cultural development .......... 179.0 160.1 154.5 
Supplemental services--EOP .............. 367.1 407.7 428.1 
Counseling and career guidance .......... 698.1 697.3 670.8 
Financial aid ............................... 427.8 460.9 477.4 
Student support ............................ 998.8 1,009.6 1,168.6 

Totals, personnel-years .................. 2,670.8 2,825.6 2,899.4 

TUiTION AND FEES 

Item 6610 

Change/rom 
1988-89 

Amount Percent· 
f{l0 0.9% 

2,520 10.9 
689 2.2 

7,684 6.2 
5,491 10.9 

$16,454 6.9% 

$12,366 8.8% 
-1 -7.1 

1,121 15.4 
2,890 3.6 

78 0.8 

-5.6 -3.5% 
20.4 5.0 

-26.5 -3.8 
16.5 3.6 
69.0 6.3 

73.8 2.6% 

Table 10 shows the resident student fee levels at CSU for the past and 
current years, and the proposed fees for the budget year. 

Table 10 
The California State University 

Student Fees 
1987-88 through 1989-90 

Actual Prop. 
Fee 

Actual 
1987-88 1988-89 1989-90 

State University Fee 
Full-time ..................... ,............. $630 $684 $750 
Part-time .................. :................ 366 396 438 

Nonresident tuition. . . . . .. . . .. . . . . .. . . .. . . . .. 4,410 4,680 5,670 

1. Resident Student Fees 

Change/rom 
1988-89 

Amount Percent 

$66 
42 

990 

9.6% 
10.6 

. 21.2 

The budget proposes an increase in revenues to correspond with a 9.6 
percent increase in full-time resident student fees and a 10.6 percent fee 
increase for part-time students at the CSU in 1989-90. This would increase 
the State University Fee by $66 (from $684 to $750) for full-time students, 
and by $42 (from $396 to $438) for part-time students. . 

According to the methodology contained in the statutory fee policy 
enacted by Ch 1523/85, CSU's resident student fees should increase by 3.6 
percent in 1989-90. The statute, however, permits an increase of up to 10 
percent "in the event that state revenues and expenditures are subs tan-
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tially imbalanced due to factors unforeseen by the Governor . and 
Legislature ... " The budget thus presumes that such an event has 
occurred. 

The budget proposal would increase· General Fund revenues in 1989-90 
by $13.6 million beyond the amount that would be generated by a 3.6 
percent increase in fees. In order to· offset the effect of the increase in 
fees on students having demonstrated financial need, the budget also 
proposes to increase the State University Grant program by $1.6 million 
beyond the amount that would be associated with a 3.6 percent fee 
increase. 

2. Nonresident Tuition 

. The budget proposes to increase nonresident tuition by 21 percent· in 
1989-90. Using a methodology based on the average cost of instruction and 
academic support, the CSU Trustees proposed a 5.8 percent increase. The 
budget proposal would generate an estimated $4 million in revenues 
beyond the amount that would result from the Trustees' request. 

We note that Resolution Ch 162/88 (SCR 69, Morgan) directs the 
California Postsecondary Education Commission (CPEC) to submit, by 
July 1, 1989, recommendations on a nonresident student fee policy for the 
state's public universities. Because of the large increases in nonresident 
fees proposed for. the public universities, CPEC staff has agreed to 
expedite the study in an endeavor to submit the recommendations during 
the budget hearings. 

IV. INSTITUTIONAL SUPPORT 

The Institutional Support program provides systemwide services to the 
other programs at CSu. The activities carried out under this program 
include executive management, financial operations, general administra
tive services, logistical services, physical plant operations, faculty and staff 
services, and community relations. 

Table 11 shows estimated personnel and expenditures for institutional 
support in the prior, current, and budget years. The budget proposes an 
increase of $15.8 million, or 4.1 percent, in General Fund expenditures for 
institutional support in 1989-90. This is due to various baseline and 
workload adjustments. 

A. THE CHANCELLOR'S OFFICE 

. The Chancellor is the chief executive officer of the CSU Board of 
Trustees and is responsible for the implementation of all policies enacted 
by the board. The budget proposes $39.1 million for the office in 1989-90, 
a decrease of $1.8 million, or 4.5 percent, from estimated current-year 
expenditures. This decrease is due to a reduction in the level of 
reimbursed activities (interagency agreements). 

B. SYSTEMWIDE OPERATIONS 

1. Budget Proposal for "Expendable Items" Is Premature 

We recommend that the budget proposal for an initial complement 
of expendable items (supplies for new and remodeled buildings) be 
reduced by $122,000 because, due to construction delays, these funds 
will not be required in the budget year. (Reduce Item 6610-001-001 by 
$122,000.) 
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Table 11 

The California State University 
Institutional Support Program Expenditures 

1987-88 through 1989-90 
(dollars in thousands) 

Changejrom 
Actual Est. Prop. 1988-89 

Programs 1987-88 1988-89 1989-90 Amount Percent 
Executive management. ..................... $45,871 $47,523 $49,623 $2,100 4.4% 
Financial operations .......................... 39,688 39,930 41,183 1,253 3.1 
General administrative services ............. 70,890 80,176 86,430 6,254 .7.8 
Logistical services ............................ 79,651 77,246 85,097 7,851 10.2 
Physical plant operations .................... 177,444 199,309 196,187 -3,122 -1.6 
Faculty and staff services; ................... 10,497 349 349 
Community relations ......................... 10,193 8,617 8,863 246 2.9 

Totals, expenditures ..................... $434,234 $453,150 $467;732 $14,582 3.2% 
Funding Sources 
General Fund . ........................ , ...... $383,9:J7 $388,090 $403,884 $15,794 4.1% 
Higher Education Earthquake Account ..... (522) 522 -522 -100.0 
Lottery Fund .. ............................... 779 1,200 -1,200 -100.0 
Continuing Education Revenue Fund ....... 17,684 17,405 19,383 1,978 11.4 
Dormitory Revenue Fund ..................... 21,785 24,922 28,458 3,536 14.2 
Parking Account Dormitory Fund .......... 9,002 9,370 10,060 690 7.4 
Special Projects Fund ........................ 13 14 1 7.7 
Capital Outlay Bond Fund .. ................ 10,600 5,000 -5,600 -52.8 
Reimbursements ......... ..................... 1,569 1,028 933 -95 -9.2 
Personnel-Years: 

Executive management. ................... 764.5 756.5 782.3 25.8 3.4% 
Financial operations ....................... 938.8 962.2 940.8 -21.4 -2.2 
General administrative services ........... 1,628.9 1,787.6 i,831.0 43.4 2.4 
Logistical services .......................... 1,253.4 1,175.2 1,202.3 27.1 2.3 
Physical plant operations ............... , .. 3,169.6 3,568.2 3,529.4 -38.8 -1.1 
Community relations ...................... 157.3 101.7 103.4 1.7 1.7 

Totals, Personnel-years .................. 7,912.5 8,351.4- 8,389.2 37.8 0.5% 

-. Lottery expenditures in 1989-90 are shown as an unallocated expenditure in a separate program. We 
estimate that lottery expenditures in the Institutional Support program in 1989-90 will be 
approximately the same as in the current year. 

The budget proposes $811,000 from the General- Fund to provide an 
initial complement of expendable items (laboratory supplies, for exam
pIe) needed for new or remodeled buildings. This includes $122,000 for a 
new building at the Los Angeles campus. Because of delays in construc
tion, however, the expendable items for this building will not be required 
until 1990-91. Consequently, we recommend that the budget request be 
reduced by $122,000, for a corresponding General Fund savings. 

2. Savings From Discount Airfares 

We recommend that the budget proposal for travel expenses be 
reduced by $300,000 to reflect estimated savings in 1989-90 from CSU's 
participation in the sta,e's discount airfare contract program. (Reduce 
Item 6610-001-001 by $300,000.) . 

. The budget proposes $7 million from the General Fund for travel 
expenses for the CSU system in 1989-90. This continues the current-year 
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baseline level of spending, reflecting the Governor's decision not to 
propose inflation. adj:ustments to operating expensesjn the budget year. 

Currently, the CSU system does not participate. in the state's discount 
airfare program. The Chancellor's Office, however, indicates that CSU 
intends to join the,prograIl).,and estimates that the resulting savings will 
be from $200,000 to $400,000 in the budget year. Because the budget,does 
not reflect these anticipated savings, we recommend that the request for 
travel expenses be reduced,by $300,OOO-the midpoint of the estimate., 
3. Overbudgeting for Utilities 

'We recommend that the budget proposal for utilities be reduced by 
(1) $116,000 due to overbudgetingthe utility requirements for comput
ers,and (2) $407,000 due to inadequate justification for a contingency 
for unfavorable weather, resulting ina total General Fund savings of 
$523,000. (Reduce Item 6610~OO1-001 by $523,000.) 
, The budget proposes $44.7 million from the General Fund in 1989-90 

for utilities (primarily electricity, gas, and oil) at theCSUcampuses. This 
is an increase of $3.6 million, or 8.7 percep.t, over the amount budgeted in 
the current year. The increase is due to workload factors. The budget 
does not include an allowance for inflation. 

The budget proposal is based primarily on an ana:lysis, by the Chan
cellor's Office, of past-year energy consumption data, adjusted for 
changes such asriew buildings and energy-consuming equipment. Our 
analysis, however, indicates that the budget exceeds the projected 
amount required (excluding inflation) by $523,000. This is the result of 
two factors: (1) an overbudgeting error in the amount proposed for 
utilities associated with computer energy consumption, and (2) a contin-
gency for weather variation. ' " 

Computer Energy Requirements. The budget proposal includes 
$116,000 for utilities (primarily electricity) associated with (1) new 
computers requested oy the CSU Trustees but not proposed in the 
Governor's Budget, and (2) new computers that will replace existing 
ones, adding no additional energy requirements beyond' the baseline 
amount. In order to corre~t this techniCal overbudgeting error, we 
reco~end reducing the budget proposal by $116,000: ' , 

Weather Contingency. The budget, proposal includes $407,000 as a 
contingency in case unusually bad weather increases CSU's energy 
reqUiremeritsbeyond the amount normally required. Our analysis indi
cates that the contingency is not justified, for tlie following reasons: 

• There is no more basis for predicting, that the weather will be 
unfavorable than there is for predi~ting, that it will b(i favorable, 

• If the amount budgeted for utilities proves to be inadequate, CSU 
can transfer funds from other areas of its budget where savings have 
been achieved. 

• It is not state policy to allocate funds for contingencies in agency or 
program budgets. Contingency budgeting is, in effect, an unallocated 
expenditure, which amounts to setting aside funds fai-executive, 
rather, than legislative, priorities. 

Accordingly, we_ recommend deletion of the $407,000 proposed as a 
weather contingency. " 
4. Asbestos Abatement (Item 6610-001-785) 

We recommend deleting the $5 million requested from the 1988 
Higher Education Capital Outlay Bond Fundfor asbestos abatement, 
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based on recommendations for state asbestos abatement programs 
contained in our Perspectives and Issues. (Delete Item 6610-001-785.) 

The budget requests $5 million from the 1988 Higher Education Capital 
Outlay Bond Fund in 1989-90 for asbestos abatement projects at the CSU. 
In our 1989-90 Perspectives and Issues ("State Asbestos Abatement 
Programs"), however, we recommend that the Legislature fund asbestos 
abatement projects only when concentrations of airborne asbestos are 0.1 
fibers per cubic centimeter or higher. Establishment of such a standard 
would enable the Legislature to set funding .. priorities for asbestos 
abatement. in cases of demonstrated health risk. The CSU has not 
identified any projects which exceed the 0.1 fibers per cubic centimeter 
standard. Consequently, we. recommend that this item be deleted. 

5. Reappropriation of Savings (Item 6610-490) 
We recommend that the Legislature amend the proposed BudgetBili 

language in the reappropriation item (6610-490) to provide thatfunds 
reappropriated from 1988-89 unexpended balances be allocated only 
for special repair projects and deferred maintenance, in order to 
address critical repairs. .. 

The Budget Bill contains language reappropriating any unexpendEld 
balances from CSU's 1988 Budget Act appropriation (main support item). 
The language specifies that the first $1,868,000 of reappropriated funds 
must be used for. replacement Of instructional equipment, and that 
remaining balances may be used for instructional equipment, special 
repairs and deferred maintenance, student computer workstations, On
Line Public Access Catalog projects, the concurrent enrollment program, 
or the California Academic Partnership Program. Typically, the unex
pended balances range from $2.5 million to $5 million annually. 

Mter reviewing the proposed· budget allocations for each of the 
programs listed above, we conclude that it would be fiscally prudent to 
limit the distribution of reappropriated funds to special repairs and 
deferred maintenance. The budget proposes $4 million for special repairs 
and deferred maintenance in 1989-90. The Chancellor's Office estimates 
that the system Will need a total of $31.9 million for repairs, including 
$17.8 million in the Priority I category. This category consists of repair 
projects defined as "currently critical." Thus, even if $5 million were 
reappropriated for this function, the total amount available ($9 million) 
would be sufficient to fund only about one-half of the critical repairs. 

We have found that postponing such repairs often results,in dispropor
tionately greater costs in subsequent years. This point was emphasized in 
the Governor's Infrastructure Review Task Force report of 1984, which 
characterized the growth of deferred maintenance in the state's infra
structure as a "costly an,d shortsighted policy." 

We acknowledge that additional funding may be warranted in the 
other programs specified in the proposed Budget Bill language. The 
budget proposal for instructional equipment replacement in 1989-90, for 
example, is $5.3 million below the estimated amount required to replace 
depreciated equipment. The budget, however, also proposes $5.1 million 
for new instructional equirment. The Trustees, moreover, can allocate 
lottery revenues for any 0 the instructional programs listed previously; 
whereas this alternative source of funding is not available for special 
repairs, under the terms of the lottery statute. . 
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We conclude, therefore, that the most cost-effective use of reappropri
ated funds in 1989-90 would be for special repairs and deferred mainte
nance. In order to ensure that priority is given to this program, we 
recommend that the Legislature adopt the following language in Item 
6610-490: . 

Reappropriation, California State University. Notwithstanding any other pro
vision of law, an amount not in excess of the balance, as reported by the 
California State University as of June 30, 1989, of the appropriation provided in 
the following citation, is.hereby reappropriated for special repair projects and 
deferred maintenance, and shall be available for encumbrance until June 30, 
1991: 
OOl-General Fund 
(1) Item 6610-001-001, Budget Act of 1988 
Provisions: 
1. The California State University shall report to the Department of Finance 
and the Joint Legislative Budget Committee the amount of the balance, on 
June 30,1989, of Item 6610-001-001 of the Budget Act of 1988, by September 30, 
1989, and the expenditures made pursuant to this item by September 30, 1990, 
and September 30, ·1991. 

V. SALARY INCREASE 
A. 1988-89 EMPLOYEE COMPENSATION 
Collective Bargaining Agreements for the 1988-89 Fiscal Year 

Of the nine collective bargaining units representing CSU employees, 
only the faculty unit has signed a memorandum of understanding. (MOU) 
for the budget year. The faculty unit MOU was adopted in 1987, and is 
operative through 1990-91. Under the terms of this MOU, the CSU and 
the faculty association agree to use the results of the comparison 
institution methodology (described below) as the basis for annual salary 
increases, subject to the availability of funds. 

B. 1989-90 CSU SALARY INCREASE PROPOSAL (Item 6610-031-001) 
We·recommend approval. 

1. Governor's Budget Proposal 
The budget requests $50.4 million for CSU employee compensation 

increases in 1989-90. Of this amount, $12.8 million would be used to fund 
employee benefits, while the balance of $37.5 million would be used to 
provide the following salary increases, effective January 1, 1990: 4.8 
percent for faculty, 4 percent for nonfaculty, and an additional 1 percent 
for equity adjustments for nonfaculty employees. Table 12 summarizes 
the budget proposal for salary increases. 

Table 12 
The California State University 

Proposed Salary Increases 
1989·90 

(dollars in thousands) 

Faculty ............................................................ . 
Staff ............................................................... . 
Staff-Special Adjustments ....................................... . 

Amount 
$22,075 

12,368 
3,092 

a Effective January 1, 1990. One percent increase would cost $9,198,000 (annualized). 
b Effective January 1, 1990. One percent increase would cost $6,184,000 (annualized). 

Percent 
4.8%" 
4.0 b 

1.0 b 
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2. Comparison Institution Methodology for CSU Faculty Scilaries 

Pursuant to SCR 51 of 1965, each year CPEC submits an analysis of 
faculty salaries and fringe benefits at those higher education institutions 
that UC and CSU have agreed to use as a basis for comparing the 
adequacy of faculty salaries. The current group is listed in Table 13.: 

Table 13 
The California State University 

Comparison Institutions for Faculty Salaries 
1989-90 

Arizona State University 
University of Bridgeport 
Bucknell University 
Cleveland State University 
University of Colorado (Denver) 
Georgia State University 
Loyola University of Chicago 
Mankato State University 
University of Maryland (Baltimore) 
University of Nevada (Reno) 

North Carolina State University 
Reed College 
Rutgers University (Newark) 
SUNY-Albany 
University of Southern California 
University of Texas (Arlington) 
Tufts University 
Virginia Polytechnic Institute 
Wayne State University 
University of Wisconsin (Milwaukee) 

3. Faculty Salary Proposal Would Delay Parity With Comparison 
Institutions 

As summarized in Table 14, the comparison institution methodology 
(as reported by the CPEC) indicates that a full-year increase of 4.8 

Table 14 
The California State University 

Faculty Salary Increase Required to Achieve Parity 
With Comparison Institutions 

Academic Rank 
Professor .................................. . 
Associate Professor. ....................... . 
Assistant Professor ........................ . 
Instructor ................................. . 
All Ranks Averages 

Weighted by CSU Staffing Pattern b •••• 

Weighted by Comparison Institution 
Staffing Pattern ...................... . 

Mean All-Ranks Average ................ .. 
Adjustments 

1989-90 

CSUA verage 
Salaries 
1988-89° 
$55,132 
43,137 
34,947 
29,145 

$49,220 

44,829 
$47,026 

Comparison 
Group Salaries 

Actuar Projected 
1988-89 1989-90 
$55,910 $59,360 
41,534 44,069 
34,693 37,020 
26,902 28,549 

$49,303 

44,386 
.$46,844· 

$52,367 

47,162 
$49,764 

Turnover and Promotions ........................................... . -$94 
Effect of Law School Faculty ........................................ . -94 
Merit Award Adjustment ........................................ ; ... . -320 

Net Parity Salary and Percentage ........ . $49,256 

a Effective June 1, 1989. Salaries exclude merit awards. 

Percentage 
Increase Required 
In CSU Salaries 

Actual Projected 
1988-89 1989-90 

1.41% 
-3.72 
-0.73 
-7.70 

0.1'7% 

-0.99 
-0.38% 

7.67% 
2.16 
6.93 

-2.05 

6.39% 

5.20 
5.83% 

-0.20% 
-0.20 
-0.64 

4.79% 

b CSU staffing pattern (1988-89): Professor 63 percent (7,376); Associate Professor 20 percent (2,378); 
Assistant Professor 15 percent (1,720); Instructor 2 percent (229). 



Item 6860 POSTSECONDARY EDUCATION / 847 

percent would be needed in 1989-90 to achieve faculty salary parity with 
CSU's list of comparison colleges and universities. As mentioned, the 
budget proposes $22.1 million for a January 1990 increase of 4.8 percent. 
This, in effect, would delay the achievement of parity by six months. 
Because of the state's fiscal situation, however, the provision of full-year 
salary parity in 1989-90 does not appear to be feasible. 

CALIFORNIA MARITIME ACADEMY 

Item 6860 from the General 
Fund and various other funds Budget p. E 123 

Requested 1989-90 ......................................................................... . 
Estimated 1988-89 .......................................................................... . 
Actual 1987 -88 ................................................................................. . 

Requested increase (excluding amount 
for salary increases) $25,000 (+0.3 percent) 

Total recommended reduction .................................................. . 

1989-90 FUNDING BY ITEM AND SOURCE 
item-DeSCription 
6860-001-001-Support 
6860-OO1-814-Support 
6860-001-890 
~90--Reappropriation 
Reimbursements 
Transfer to CMA Trust Fund 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
CMA Trust (Lottery) 
Federal Trust 
General 

$9,238,000 
9,213,000 
8,648,000 

None 

Amount 
$6,629,000 

57,000 
401,000 

2,178,000 
-27,000 

$9,238,000 

The California Maritime Academy (CMA) was established in 1929, and 
is one of six institutions in the United States providing a program· for 
students who seek to become licensed officers in the U.S. Merchant 
Marine~ Students major in either Marine Transportation, Marine Engi
neering Technology, or Mechanical Engineering. 

The CMA is governed by an independent seven-member board 
appointed by the Governor for four-year terms. The academy has 356 
students and 135.5 personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes expenditures of $9.2 million for support of the 
CMA in 1989-90. This consists of $6.6 million from the General Fund, 
$401,000 in federal funds, $30,000 in lottery funds, and $2.2 million in 
r.eimbursements. The total proposed expenditure is $25,000, or 0.3 
percent, more than is estimated to be expended in the current year. The 
proposed expenditures from the General Fund reflect an increase of 
$82,000, or 1:3 percent, over the current year. 
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Table 1 summarizes expenditures and funding sources for the academy 

in the prior, current, and budget years. 

Table 1 
California Maritime Academy 

Budget Summary 
1987-88 through 1989-90 
(dollars in thousands) 

Programs 
Instruction ................................... . 
Academic support ........................... . 
Student services ............................. . 
Administration (distributed) ................ . 

Totals, expenditures .................... . 
Funding Sources 
General Fund ............................... . 
Continuing Education Revenue Fund . ..... . 
CMA Trust Fund (Lottery) ................. . 
Federal Trust Fund ......................... . 
Reimbursements .. ........................... . 
Personnel-years .............................. . 

Actual 
1987-88 
$4,464 

1,167 
3,017 

(2,090) 

$8,648 

$6,057 
40 
54 

545 
1,952 

136 

Est. 
1988-89 
$4,678 
1,460 
3,075 

(2,283) 

$9,213 

$6,547 
55 
30 

401 
2,180 

135.5 

Prop. 
1989-90 
$4,638 
1,489 
3,1ll 

(2,172) 

$9,238 

$6,629 

30 
401 

2,178 
136.5 

Changejrom 
1988-89 

Amount Percent 
-$40 -0.9% 

29 2.0 
36 1.2 

(-lll) (-4.9) 

$25 0.3% 

$82 1.3% 
:....55 -100.0 

-2 -0.1 

1 1.7% 

Table 2 shows the factors accounting for the change in the CMA's 
planned General Fund expenditures between the current and budget 
years. 

Table 2 
California Maritime Academy 

Proposed 1989-90 General Fund Budget Changes 
(dollars in thousands) 

1988-89 Expenditures (Revised) ..................................................... . 
Baseline Adjustments and Workload Changes 

Employee compensation-full-year funding ...................................... . 
Faculty merit salary adjustment. .................................................. . 
Nonrecurring expenditures ............................................... : ........ . 
Student fee revenue increase ...................................................... . 
Financial aid ........................................................................ . 
Nonresident tuition revenue increase ............................................. . 

Subtotal .......................................................................... . 
Program Changes 

Financial aid ........................................................................ . 
1989-90 Expenditures (Proposed) .................................................... . 
Change from 1988-89 

Amount ............................................................................. . 
Percent ............................................................................. . 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 

$6,547 

289 
32 

-181 
-32 

6 
. -36 

($78) 

....:.Ji 
$6,629 

$82 
, 1.3% 

As Table 2 indicates, this is essentially a status quo budget. We 
recommend approval of all baseline and workload adjustments. We also 
recommend approval of the program change proposal, which would 
increase state matching grants for federal financial aid programs. 
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In addition, we recommend approval of the followirigBridget Bill items 
not discussed elsewhere in this analysis: 

• CMA Trust Fund-Lottery Revenues (Item 6860-001-814). The 
budget projects that CMA will receive $57,000 in lottery funds in 
1989-90. Of this amount, the budget proposes that the academy spend 
$30,000 during the budget year. The budget allocates these funds to 
the academy's instruction program. 

• Federal Trust Fund (Item 6860-001-890). The budget proposes 
$401,000 from the Federal Trust Fund to provide financial aid to 
CMA students. Our analysis indicates that these expenditures are 
justified. . 

• Reappropriation (Item 6860-490). The budget proposes language 
reappropriating any unexpended balances from CMA's 1988 Budget 
Act appropriation (main support item), to be used for instructional 
equipment replacement, deferred maintenance, and special repairs. 
Our l:\1lalysis indicates that reallocation of funds for these purposes 
would be reasonable. 

Student Fees 
Table 3 shows the student fees at the California Maritime Academy 

from 1986-87 through 1989-90. 
Table 3 

California Maritime Academy 
Student Fees 

1986-87 through 1989-90 

Education/student services ........... ; ... . 
Medical .................................... . 
Nonresident tuition ....................... . 

Resident Student Fees 

1986-87 
$710 
178 

2,000 

1987-88 
$645 
162 

2,200 

1988-89 
$706 
179 

2,420 

Proposed 
1989-90 

$776 
197 

2,997 

Percent 
Change 

from 1988-89 
9.9% 

10.1 
23.8 

As is the case with the UC and the CSU, the budget proposes a 10 
percent increase in resident student fees at the CMA in 1989-90. This 
exceeds the 4.8 percent increase that would result from using the fee 
methodology proposed in 1985 by the California Postsecondary Education 
CoinInission (CPEC). The CMA proposed an increase consistent with 
this methodology.· . 

The fee increase proposed in the budget would generate an additional 
$16,000 in revenues, compared to CMA's request. In order to offset the 
effect of the fee increase on needy students, the budget also proposes to 
increase the academy's campus-based financial aid program by $6,000. 

Nonresident Tuition 
The budget proposes a 24 percent increase in nonresident tuition, 

whereas the CMA proposed a 10 percent increase. The budget proposal 
would generate an additional $20,000 in revenues beyond the amount 
that would result from CMA's requested fee increase. There is no state 
policy or methodology governing nonresident tuition at the CMA. 

We note that Resolution Ch 162/88 (SCR 69) directs the CPEC to 
submit, by July 1, 1989, recommendations on a nonresident student fee 
policy for the state's public universities. Because of the large increases in 
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nonresident fees proposed for the public universities, CPEG' staff has 
agreed. to expedite the study in order to submit the recommendations 
during the budget hearirigs. 

CALIFORNIA COMMUNITY COLLEGES 

Item 6870 from the General 
Fund and various funds Budget p. E 130 

Requested 1989-90 ...•................ ; .................................. ; ................. $3,120,010,000 
Estimated ·1988-89 ...............................................................•........... 2,892,936,000 
Actual 1987-88 ........................................................................... ~ ...... 2,680,200,000 

Requested increase (excluding amount 
for salary increases) $227,074,000 (+7.8 percent) 

Total recommended reduction (transfer to 
Proposition 98 reserve for subsequent 
ap~r?~riation based on legislative . 
prIorItIes) .................................. , .................................................... . 

Total recommended reduction (HECO Bond 
fund of 1988) .............................................................................. .. 

Total recominendedreduction (General Fund) .................. .. 

1989-90 FUNDING BY ITEM AND SOURCE 
Item-Description Fund 
Budget Bill Items 
6870-001-OO1-Support 
6870-001"I65-Support 
6870-10l-001-Local assistance 
6870-101-785-Local assistance 
6870-101-BI4-Local assistance 
6870-10l-909-Local·assistance 
6870-103-001-Local assistance 
6870-19B-OOI-Local ass.istance 
6870-490-Reappropriation 
Section 22 

Subtotal, Budget Bill Items 
Non-Budget Bill Items 
Local revenues 
Federal funds 
Fee revenue 
Other revenues/reimbursements 

Subtotal, Non-Budget Bill Items 

Total 

General 
Credentials 
General 
Bond 
Lottery 
Instructional Improvement 
Lease-purchase 
Reserve. 
Gene~aI 
General 

4,429,000 

5,000,000 
1,095,000 

Amount 

$14,395,000 
·764,000 

1,476,008,000 . 
28,000,000 

113,642,000 
920,000 

1,110,000 
10,000;000 

6,700,000 
($1,651,539,000) 

.$709,413,000 , 

. '140,900,000 
66,941,000 

551,217,000 
($1,468,471,000) 

. $3,120,01Q;doo 
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Analysis 
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page 

1. Asbestos Removal. Reduce Item 6870-101-785 by $5 million 862 
and transfer $5 million from Item 6870-101-001(0) to 
Section 12.31. Recommend deletion and transfer because no 
buildings have been identified as exceeding specified air 
quality standards for airborne asbestos. 

2. GAIN Staffing. Reduce Item 6870-001-001 by $128,000. 863 
Recommend reduction and corresponding Budget Bill lan
guage authorizing funding from Control Section 22 because 
the GAIN appropriati9n should support administrative staff. 

3. High Tech Center Staffing. Reduce Item 6870-001-001 by 864 
$571,000 and increase Item 6870-101-001 (a) by $571,000 
from Control Section 12.31. Recommend reduction and 
corresponding funding shift in order to free-up General 
Fund support for other purposes. 

4. Academic Senate. Reduce Item 6870-001-001 by $196,000. 866 
Recommend reduction because the amount requested has 
not been justified on a workload basis. 

5. Economic Development Resource Center. Reduce Item 866 
6870-001-001 by $200,000 . . Recommend reduction because 
contract consultant services will not be needed in the 
budget year. 

GENERAL PROGRAM' STATEMENT 
In 1989-90, the California Community Colleges will provide instruction 

to approximately 1.3 million students at 106 colleges operated by 70 
locally-governed districts throughout the state. The community colleges 
are authorized to provide associate degrees, occupational certificates and 
credentials, remedial and basic skills instruction, citizenship instruction, 
and fee-supported community service instruction. Any high school 
graduate or citizen over the age of 18 may attend a community college. 

Governance. The Board of Governors of the· California Community 
Colleges serves primarily as a planning, coordinating, reporting, advising, 
and regulating agency for the 70 community college districts; The board 
is composed of 17 members appointed by the Governor for four-year 
terms. 

The Chancellor's Office is the administrative· arm of the Board of 
Governors, and assists the board in carrying out its statutory duties. The 
Chancellor's Office has 213.3 personnel-years in the current year. 

Headcount Enrollment and Average Daily Attendance. Table 1 shows 
headcount enrollment and average daily attendance (ADA) in the 
community colleges since 1980-81. (Headcount enrollment is a count of 
the number of students actually in attendance on a given day. An 
enrollment survey is usually taken each year in the fall for this purpose. 
One ADA is equal to one student under the immediate supervision of a 
certificated instructor for a total of 525 hours in an academic year.) 
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Table 1 . 

California Community Colleges 
Headcount Enrollment and 
Average Daily Attendance 

1980-81 through 1989-90 

Credit Courses Noncredit Courses 
Headcount ADA Headcount ADA 

1980-81_ .......................... . 1,189,976 654,421 193,260 71,093 
1981-82 ........................... . 1,254,360 682,671 177,164 66,516 
1982-83 .......•.................... •. 1,192,920 667,(J72 162,062 60,233 
1983-84 ........................... . ·1,090,857 612,026 158,059 53,073 
1984-85 ............................ . 1,008,995 584,349 167,226 61,086 
1985-86 ........................... . 1,005,143 573,533 171,569 66,383 
1986-87 ............................ . 1,009,662 595,228 190,097 69,691 
1987-88 ........................... . 1,095,361 609,741 169,048 71,508 
1988-89 (est.) ....................• 1,133,918 631,204 174,119 73,653 
1989-90 (prop.) .................. . 1,159,658 645,532 176,696 74,743 
Change from 1988-89: 

Item 6870 

Totals 
Headcount ADA 
1,383,236 725,514 
1,431,524 749,187 
1,354,982 727,305 
1,248,916 665,099 
1,176,221 645,435 
1,176,712 639,916 
1,199,759 664,919 
1,264,409 681,249 

·1,308,037 704,857 
1,336,354 720,275 

Amount........ ................... 25,740 14,328 2,577 1,090 28,317 15,418 
Percent........................... 2.3% 2.3% 1.5% 1.5% 2.2% 2.2% 

Headcount enrollment is estimated toihcrease 28,317 (2.2 percent) 
between the current and budget years for a total of 1.3 million in 1989-90. 
While enrollment is increasing, enrollment in the budget· year is still 
estimated to be 95,200 lower than the peak enrollment period of 1981-8~. 
Headcount enrollment in credit courses is estimated to account for 87 
percent of total enrollment . 

. Average daily attendance (ADA) in both credit and noncredit courses 
is budgeted to increase 15,418 (2.2 percent) between the current and 
budget years, for a total 9f 720,275 in 1989~90. ADA in credit courses is 
estimated to account .ror 90 percent of total ADA. 
OVERVIEW OF THE BUDGET REQUEST 
Total Support for Community Colleges 

As shown in Table 2, total funding for the community· colleges, 
including support for the Chancellor's Office, is.projected at $3.1 billion 

Table 2 
California Community Colleges 
Total Support from All Sources 

1987-88 through 1989-90 
(dollars in millions) 

Actual Est. 
Change/rom 

Prop. 1988-89 
1987-88 1988-89 1989-90 Amount Percent 

State Support 
State operations ........................... : .. 
Categorical programs ....................... . 
Apportionments ............................. . 
Proposition 98 ............................... . 
Subtotals, state support ..................... . 
Local Support 
Property taxes ............................... . 
Local debt. .................................. . 
Subtotals, local support ..................... . 

$13.1 
203.5 

1,159.7 

($1,376.3) 

$604.8 
13.6 

($618.4) 

$16.6 
203.4 

1,260.7 

($1,480.7) 

$652.1 
12.9 

($665.0) 

$17.8 
203.7 

1,345.6 
lO.O 

($1,577.1) 

$697.1 
12.3 

($709.4) 

$1.2 
0.3 

84.9 
10.0 

($96.4) 

$45.0 
-0.6 

($44.4) 

.7;2% 
0.1 
6.7 
-" 
(6.5%) 

6.9% 
-4.7 

(6.7%) 
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Other Support 
Federal ...................................... . $145.0 $145.2 $140.9 -$4.3 -3.0% 
Lottery revenues ............................ . 96.8 113.7 113.6 -0.1 -0.1 
Enrollment fee .............................. . 65.9 66.3 66.9 0.6 0.9 
Other revenues .............................. . 377.8 422.0 512.1 90.1 21.4 
Subtotals, other support ..................... . ($685.5) ($747.2) ($833.5) ($86.3) (11.5%) 
Totals ........................................ . $2,680.2 $2,892.9 $3,120.0 $227.1 7.8% 
Funding Sources 
General Fund ............................... . $1,309.9 $1,405.2 $1,507.1 $101.9 7.3% 
Local . ........................................ . 618.4 665.0 709.4 44.4 6.( 
Federal ....................................... . 145.0 145.2 140.9 -4.3 -3.0 
Bondfunds .................................. . 35.0 33.1 28.0 -5.1 -15.4 
Other state/reimbursements ... ............. . 31.4 42.4 42.0 -0.4 -0.9 
Other/fee/lottery . ...... : .................... . 540.5 602.0 692.6 90.6 15.0 

"Not a meaningful figure. 

in 1989-90, an increase of $227 million (7.8 percent) over estimated 
revenues in the current year. Of the total, $1.6 billion comes from state 
funding sources. The remainder comes from local revenues ($709 mil
lion), federal funds which flow directly to community colleges ($141 
million), state lottery revenues ($114 million), the mandatory student fee 
($67 million), and other sources ($512 million). 

Significant Program Changes 
Table 3 displays, by funding source, the components of the $227 million 

(7.8 percent) increase in total support for community colleges in the 
budget year. . 

As the table shows: 
• Baseline adjustments result in a net increase of $32 million. This 

increase primarily reflects (1) elimination of current-year funding 
for equipment replacement and library materials ($45 million), and 
(2) an increase in revenues from other non-budget funding sources 
(statelfederal grants, county income, food service revenues, etc.) 
($90 million). . 

• Workload changes result in an increase of $145 million from the 
General Fund. This increase primarily reflects increases of (1) $33 
million to fund statutory and discretionary growth in community 
college ADA, (2) $102 million to fund statutory and discretionary 
cost-of-living adjustments (COLAs) of 4.88 percent, and (3) $9.3 
million for equalization aid. 

• Program changes result in an increase of $51 million. The major 
changes include funding for (1) instructional equipment repla.ce
ment ($23 million), (2) a Proposition 98 funding reserve ($10 
million), (3) the third-year implementation phase of a management 
information system ($6.8 million), and (4) asbestos abatement 
projects ($8 million). 
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Table 3 

California Community Colleges 
Proposed 1989·90 Budget Changes 

by Funding Source 
(dollars in thousands) 

General Lottery Federal Local 
Fund Funds Funds Revenues 

1988-89 Expenditures (Revised) ....... $1,405,201 $113,725 $145,200 $664,963 
BOseline Adjustments . 

General apportionment. . . . . . . . . . . . . $3,457 
Local revenues. . . . .. .. . .. .. . .. .. .. . -45,729 
Instructional equipment . . . . . . . . . . . . -12,000 
Federal funds ..................... . 
Asbestos abatement. .. . .. .. . . . .. .. . -5,000 -$83 
GAlN ............................. -3,300 

$45,051 

-$4,300 

Item 6870 

Bond Other 
Funds Funds Totals 

$33,138 $530,709 $2,892,936 

$3,457 
$678 

-$33,138 -45,138 
-4,548 
-5,083 
-3,300 

Other............................. -2,758 __ ~ ___ 89,802 86,444" 
Subtotals, baseline adjustments ......... (-$65,330) (-$83) (-$4,300) (-$44,451) (-$33;138)($90,232) ($31,832) 
Workload Changes 

Equalization ......... ; ............ . 
Statutory COLA (4.88 percent) .... . 
Discretionary COLAs (4.88 percent). 
Statutory growth (2.26 percent) ..... 
Disabled students growth (2.26 per-

$9,300 
97,900 

4,075 
32,700 

cent) ........................... 655 
Subtotals, workload chaJ:Iges. ....... ... ($144,630) 
Program Changes .. 

Instructional equipment ........... . 
Proposition 98 reserve. . . . . . . . . . . . . . $10,000 
Asbestos abatement .... .. .. .. .. .. .. 3,000 
Management information system. . . . 6,780 
Intersegmental articulation .... . . . . . i!53 

.. Economic development center. . . . . . 308 
High tech centers.. .. .. .. .. • .. .. .. . 571 
Academic senate. . .. . . . . . . . . . . . . . . . 262 
Employer-based training............ 141 
Planning and accountability. . . . . . . . . 200 
Other....... ................. ..... 497 

$23,000 

5,000 

Subtotals, program changes ...... ;.... ($22,612) . - -- ($28,000) . -

$9,300 
97,900 

4,075 
32,700 

655 
($144,630) 

$23,000 
10,000 
8,000 
6,780 

853 
308 
571 
262 
141 
200 
497 

($50,612) 

1989-90 Expenditures (Proposed) ...... $1,507,113 $113,642 $140,900 $709,414 $28,000$620,941 $3,120,010 
Change from 1988-89: 

Amount............................ $101,912 -$83 -$4,300 -$44,451 --$5,138.$90,232 $227,074 
Percent............................ 7.3% -0.1% -3.0% 6.7%-15.5% 17.0% 7.8% 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval of the baselil1e adjustments, workload 

changes and the following program changes which are not discussed 
~lsewhere . in this analysis: .. .. . .... .. 

• Apportionments-$140 niillion from the General Fund for (1) a 4.88 
percent statutory COLA for general education apportionments ($98 
million), (2) statutory enrollment growth of 2.26 percent ($33 
niillion) , and (3) equalization aid ($9.3 million). 

• Instructional Equipment-$23 million from the 1988 Higher Edu
cation Bond Fund for instructional equipment. 

• Management Information System-$6.8 million from the General 
Fund for the third-year implementation of a management informa
tion system. 
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• Categorical Programs-$4.7 million from the General Fund to 
provide a 4.88 percent COLA for categorical programs ($4.1 million) 
and 2.26 percent enrollment growth in the Disabled Students 
Programs and Services (DSPS) program ($655,000). 

• Hazardous Materials Plans-$3 million from the General Fund to 
reimburse districts for costs of developing plans related to dealing 
with hazardous materials in accordance with Ch· 1585 / 88 (M. 
Waters). .. 

• Transfer Education and Articulation-$853,000 for second-year 
funding of two pilot "Middle Colleges" and a vocational education 
transfer program known as "2 + 2 + 2." 

• Revenue Bond Payments-$838,OOO from the General Fund for 
reimbursement of lease payments on revenue bonds. 

• Chancellor's Office-$694,000 from the General Fund for (1) in
creased travel costs for the Board of Governors ($50,000), (2) 
accounting staff ($54,000), (3) automation equipment ($49,000), (4) 
a study of collective bargaining ($100,000), (5) technical adjustment 
to contract conversions ($100,000), (6) planning and accountability 
staff ($200,000), and (7) administrative staff for the Employer-Based 
Training program ($141,000). 

I. LOCAL ASSISTANCE FOR COMMUNITY COLLEGES 

A. Overview of Community College Revenue 
Table 4 and Chart 1 display total funding for the California Community 

Colleges, by funding source, for the 10 years 1980-81 to 1989-90. 

Chart 1 

Community College FJ~venues 
By Funding Source 
1980-81 through 1989-90 (in millions)-
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a Data are for fiscal yea/S ending in yea/S specified. 
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Table 4 
California Community Colleges 

Total RevenuesB 

1980-81 through 1989-90 
(dollars in millions) 

Local Mandatory 
State Property Federal Student 
AiJd Tar Aid Fee Othe~ 

1980-81. . .. . . . .. . .. .. .. .. .. .. .. .. . . .... $1,119.5 $347.8 $138.3 $201.4 
1981-82 ............. ·· ................... 1,104.3 416.4 116.0 228.0 
1982-83 ................................ 1,086.5 418.0 104.5 225.9 
1983-84 .................•......•....... 1,080.9 438.9 99.8 243.3 
1984-85 ................................ 1,145.3 462.9 134.6 $64.4 306.3 
1985-86 ................................ 1,302.5 517.7 152.2 68.0 316.2 
1986-87 ................................ 1;325.4 548.8 149.7 68.8 380.2 
1987-88 (est.) ......................... 1,460.0 618.4 145.0 65.9 377.8 
1988-89 (est.) ......................... 1,577.9 665.0 145.2 66.3 422.0 
1989-90 (prop.) ....................... 1,672.9 709.4 140.9 66.9 512.1 
.Cumulative change: 

Amount .........•.... , .•.....•...... $553.4 $361.6 $2.6 $310.7 
Percent. ............................ 49.4% 104.0% 1.9% 154.3% 

a Excludes funding for the Chancellor's Office. 
b Adjusted by the GNP deflator for state and local government purchases. 
C Includes state property taX subventions and local debt. 
d Includes Board Financial Assistance funds. 

Average 
Total Daily 

Funding Attendance 
$1,807.0 725,514 
1,864.7 749,187 
1,834.9 727,305 
1,862.9 665,009 
2,113.5 645,435 
2,356.6 639,916 
2,472.9 664,919 
2;667.1 681,249 
2,876.4 704,857 
3,102.2 720,275 

$1,295.2 -5,239 
71.7% -0.7% 

Total Funding 1980-81 DollarI' 
L actual dollars) (actual dollars) 
Per Percent Per Percent 

ADA Change ADA Change 
$2,491 $2,491 
2,489 -0.1% 2,314 -7]% 
2,523 1.4 2,213 -4.4 
2,801 11.0 2,349 6.2 
3,275 16.9 2,622 11.6 
3,683 12.5 2,840 8.3 
3,719 1.0 2,782 -2.0 
3,915 5.3 2,801 0.7 
4,081 4.2 2,789 -0.4 
4,307 5.5 2,815 0.9 

$1,816 $324 
72.9% 13.0% 

e Includes combined state/federal grants, county income, food service revenues, fees for community service courses, nonresident tuition revenues, lottery revenues, 
and other miscellaneous revenues. 
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Total Community College Revenues. As shown in Table 4 and Chart 1, 
total funding for the colleges increased from $1.8 billion in 1980-81 to $3.1 
billion in 1989-90-an in,crease of $1.3 billion (72 percent). Of the five 
revenue sources, support from "other" sources has registered the largest 
percentage increase, up 154 percent. This increase primarily reflects, (1) 
interest income earned by community colleges on invested balances, and 
(2) since 1985-86, revenues from the state lottery. . 

Local property tax revenue has also increased significantly, increasing 
104 percent over the lO-year period. In the budget year, revenues from 
this source will nearly equal the amount of revenues derived from this 
source in 1977 -78-the last year prior to the implementation of Proposi
tion 13. The table further shows, that support from both local revenues 
and other sources have increased at a much faster pace than revenue 
from the state (49 percent increase) , or from the federal government (1.9 
percent) . 

Table 4 also shows that community college ADA is projected to be at 
roughly the same level it was 10 years ago-720,OOO. 

Chart 2 

Community College Funding Per ADA 
In Current and Constant Dollars 
1980-81 through 1989-90· 
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Revenues Per ADA .. Table 4 and Chart 2 display per-ADA funding 
levels over the lO-year period, in both current dollars and constant dollars 
(that is, dollars that have been adjusted to reflect the effects of inflation 
on purchasing power). As shown, per-ADA funding in current dollars is 
projected to increase by $1,816 (73 percent), from $2,491 to $4,307. 

When per-ADA support is adjusted for the effects of inflation, however, 
the table and chart show that community college funding per ADA is 
only slightly greater than it was 10 years ago. For 1989-90, the proposed 
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per-ADA expenditure level, as measured in constant dollars is 
$2,815-$324 dollars (13 percent) above the funding level provided 10 
years ago. 

B. Community College Apportionments (Items 6870-101-001 (a) and 
6870-101-814) 

The budget proposes $2.1 billion for community college apportion
ments in 1989-90, an increase of $131 million (6.6 percent) from the 
current-year amount. Combined support from the General Fund, the 
State School Fund, local property tax revenues, and student fees would 
fund the following major changes: 

• Base apportionments ($L9 billion); 
• Statutory cost-of-living adjustment of 4.88 percent ($98 million); 
• Statutory average daily attendance growth of 2.26 percent ($33 

million); and 
• "Equalization II" to reduce funding disparities among districts ($9.3 

million). 
The budget also proposes $114 million for community colleges from the 

state lottery. This funding level is unchanged from the amount provided 
in the current year. Lottery funds are allocated to community college 
districts based on an estimated rate of $158 per ADA. 

Community College Reform-AB 1725 
Chapter 973, Statutes of 1988 (AB 1725, Vasconcellos) establishes a 

long-term framework for reforming the California Community Colleges. 
The act specifies reforms in seven program areas: (1) mission, (2) 

governance, (3) finance, (4) new programs and services, (5) affirmative 
action, (6) employment, and (7) accountability. Most of these reforms, 
however, are contingent upon community college budget augmentations 
totaling $140 million which have yet to be provided. In this section, we 
present the major provisions of the reform measure and a discussion of 
the funding "trigger." 

Reform Provisions 
• Mission. The measure speCifies that the "primary mission" of the 

community colleges is to provide degree and certificate curricula in 
lower-division arts and sciences and in vocational and occupational 
fields. Identified as "important and essential functions" are the 
provision of remedial instruction,English as a Second Language, 
adult noncredit instruction, and support services. Finally, the mea
sure indicates that community service instruction is an "authorized 
function. " 

Chapter 973 also requires the Board of Governors to develop, in 
cooperation with the UC and the CSU, a common core curriculum 
that would meet the transfer requirements of the two four-year 
segments. The measure, however, does not specify when the com
mon core curriculum is to be adopted by the board. 

• Governance. Chapter 973 specifies that the role of the Board of 
Governors is to provide leadership and direction for the community 
colleges. At the same time, however, the board is directed to 
maintain to the maximum degree possible local authority and control 
for the day-to-day operations of the colleges. 
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Commencing on January 1, 1990, regulations adopted by the board 
will no longer require the approval of the Office of Administrative 
Law. Instead, the board will adopt regulations and submit them for 
review by local boards of trustees and "other interested parties." If 
two-thirds of the local boards vote to reject the regulations, then they 
are inoperative. 

• Finance. The measure extends by two years the sunset date for the 
current community college finance mechanism. That measure, pop
ularly referred to as SB 851, will expire on July 1, 1991. 

The act also establishes a new procedure for allocating state funds 
to the community college districts. Known as Program-Based Fund
ing, the system authorizes the board to allocate funds to community 
college districts based· on various workload measures and funding 
rates. 

• New Programs and Services. Chapter 973 also creates two new 
programs and increases funding for an existing program. The 
measure appropriated from the General Fund (1) $5 million for a 
new staff development fund to support local staff development and 
renewal efforts, (2) $1 million for a new staff diversity fund to 
increase the number and proportion of underrepresented instructors 
on the campuses, and (3) $200,000 for the existing Fund for 
Instructional Improvement which supports innovative instructional 
methods. 

• Affirmative Action. The measure requires districts to establish 
affirmative action plans and report progress toward meeting district 
goals to the board. The board is required to adopt by March 15, 1989 
a systemwide plan for achieving affirmative action goals. 

• Employment. Chapter 973 eliminates credentials for community 
college faculty. Instead the Board of Governors and the local boards 
of trustees are to establish minimum qualifications for employment. 

The measure also establishes fiscal incentives to encourage districts 
to convert part-time faculty to full-time faculty until specified targets 

. are achieved. 
Finally, newly hired faculty are required to complete a four-year 

. probationary assignment and hold a bachelor's degree in order to be 
granted tenure. Under prior law, the probationary period was two 
years and a bachelor's degree was not required. . 

• Accountability. The board is required to adopt a comprehensive 
educational and fiscal accountability system by July 1, 1990 and 
ensure that the system is implemented by 1994-95. Some of the 
elements of the accountability system are to include student transfer 
rates to four-year institutions, course completion rates, quantitative 
and qualitative data on student services, and measures of the fiscal 
condition of the districts. 

Triggering Mechanism for Reform Implementation 
Although specifying numerous reforms and new programs, this mea

sure will, for the most part, be inoperative, unless sufficient new funds are 
appropriated to community college districts to pay for them. These funds 
must exceed the amount needed to ;fully fund general education appor
tionments as specified in current law. In other words, the majorityofthe 
reforms must be paid for with additional funding and will not be 
implemented within existing resources. 
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The act specifies that before the reforms are operative the board must 

certify that sufficient funding has been· provided to pay for them. The 
measure further specifies that according to the Legislature the total costs 
of the reforms is $140 million. 
C. Community College Categorical Programs (Items 6870-1 o 1-00 1(b-p) , 
6870~101-785, 6870-101-909, 6870-103-001, 6870-198-001, 6870-490, and 
Section 22) 

The budget for community colleges proposes $215 million· to support 
categorically funded programs in 1989-90. This is an increase of $10 

Table 5 

California Community Colleges 
Support for Categorical Programs 

Local Assistance 
1987-88 through 1989-90 
(dollars in thousands) 

Change/rom 
ActUfl/ Est. Prop. 1988-89 
1987-88 1988-89 1989-90. Amount Percent 

Educational Programs and Services 
Vocational education projects ............... $4,171 $4,746 $4,746 
Vocational education allocation .............. 25,526 31,883 31,883 
Transfer education! articulation .............. 39 685 1,485 $800 116.8% 
Instructional improvement .................. 536 736 736 

Subtotals .................................... ($30,272) ($38,050) , ($38,850) ($800) (2.1%) 
Student Services Programs 
EOPS ......................................... $28,626 $29,973- $31,437 $1,464 4.9% 
CARE ......................................... 739 1,472 1,482 10 0.7 
Board Financial Assistance ................... 10,177 11,866 13,420 1,554 13.1 
Puente Project ............................... 150. 157 230 73 46.5 
Disabled Student Program ................... 27,804 28,414 31,034 2,620 9.2 
Matriculation ................................. 20,570 20,626 21,920 1,294 6.3 
GAIN ......................................... 2,000 ·10,000 6,700 -3,300 -33.0 
Transfer centers .............................. 1,477 1,903 1,996 93 4.9 
Foster parent training ....................... 897 900 900 

Subtotals .................................... ($92,440) ($105,311) ($I09,U9) ($3,808) (3.6%) 
PhYSical Plant and Equipment 
Instructional equipment ..................... $55;862 $35,000 $23,000 -$12,000 -34.3% 
Deferred maintenance ....................... 14,318 15,000 15,000 _ 
Hazardous substances removal .............. 4,969 5,000 8,000 3,000 60.0 

Subtotals .. ,.: ................................ ($75,149) ($55,000) ($46,000) (-$9,000) (.,-16.4%) 
Other Programs 
Proposition ·98 reserve ....................... $10,000 $10,000 
Mandates ..................................... $2,000 -2,000 -100.0% 
Emergency loan repayments ................ -$1,613 -1,100 -1,100 
Academic senate ............................. 150 150 110 -40 -26.7 
Faculty and Staff Diversity Fund ..... , ...... 1,000 1,000 
Staff Development Fund .................... 4,900 4,900 
Management information systems ........... 6,400 6,400 

Subtotals .................................... ($1,463) "($6,950) . ($21,310) ($14,360) (206.6%) 

Totals ....................................... $196,398 $205,311 $215,279 $9,968 ,4.9% 
Funding Sources 
General Fund ................................ $135,114 $135,752 $150,847 $15,095 11.1% 
Higher Education Bond Fund ............... 35,()()() 
Higher Education Bond Fund 1988 ......... 33,138 28,000 -'5,138 -15.5 
Instructional Improvement Fund ............ 103 162 173 11 6.8 
Reimbursements .. ............................ 26,181 36,259 36,259 
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million (4.9 percent) from the amount available for these programs in the 
current year. Table 5 displays the proposed funding level for each 
program for the prior, current and budget years. . 

The major funding proposals for the categorical programs include: 
.$12 million .reduction to fund the replacement of instructional 

equipment.and the purchase of library materials; 
• $10 milli()n increase set· aside in a· Proposition 98 reserve to be 

expended by legislation; 
• $6.4 million increase to fund the third-year implementation phase of 

... a management information system; 
• $3.3 million reduction for the·GAIN program which serves commu

nity college students receiving Aid to Families with Dependent 
Children (AFDC);· .. 

• $2.6 million increase to provide a 4.88 percent COLA. and a, 2.26 
percent increase in workload for the DSPS program which serves 
disabled students; and 

• $1.5.million increase to provide a 4.88 percent COLA for the EOPS 
program which serves disadvantaged students. 

1. Proposition 98 Reserve 
.. In compliance with the requirements of Proposition 98, the Governor's 
Budget proposes a total of approximately $400 million in 1989-90 expen
ditures above minimum statutory requirements for K-12 and community 
colleges. Of this amount, $110 million is proposed to reduce class size in 
selected grades in the K-12 segment. An additional $230 million is 
appropriated in Control Section 12.31, " .. Jor subsequent appropriation by 
the L.egislature to augment the Department of Education Item, 6110-
198-001 ($220,00Q,OOO) and the California Community Colleges It~m 
6870-198-001($10,000,000) for deficiencies and other educational pur-
poses;" . . . . . . 

Elsewherein the K-12 section of this Analysis, we point out that while 
it is fiscally prudent to set aside a portion of Proposition 98 funds as a 
reserve against deficiencies in K-12 education, a similar reserve is not 
necessary for the community colleges.~ITentlaw specifies the level of 
state-funded enrollment to which· each community college district is 
entitled and provides a method for adjusting the district's total revenue 
in the event of a revenue shortfall. 

Moreover, .based·on our review of past deficiencies in the K-12 
segment, the $220 million reserve proposed by the Governor far exceeds 
the likel}' maximum deficiency in.1989-90. We believe that a reserve of 
$100 million would be entirely sufficient. In Item 6110-198-001, we 
recommend that the Legislature leave $100 million of the Proposition 98 
reserve in Control Section 12.31 to fund any K-12 deficiency and that the 
balance be appropriated for legislative priorities inK-14 education. As it 
relates to community colleges, these purposes may include reforms under 
AB 1725 (eh 973/88), deferred maintenance, and matriculation. 
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2. Asbestos Abatement Program Should be Targeted to Demonstrated 
Health Risks . 

We recommend a reduction of $5 million in Item 6870-101-785, the 
Higher Education Bond Fund of 1988 and a transfer of $5 million from 
Item 6870-101-001 (0) to Section 12.31, based on recommendations for 
state asbestos abatement programs contained in our. Perspectives and 
Issues. 

The budget requests $10 million to support an asbestos abatement 
program for buildings on community college campuses. In our 1989-90 
Budget: Perspectives and Issues ("State Asbestos Abatement 
Programs"), however, werecommend that the Legislature fund asbestos 
abatement projects only when concentrations of airborne asbestos are 0.1 
fibers per cubic centimeter or higher. Establishment of such a standard 
would enable the Legislature .. to set funding priorities for asbestos 
abatement in cases of demonstrated health risks. The Chancellor's Office 
has not identified any projects which exceed the 0.1 fibers per cubic 
centimeter standard. 

Accordingly, we recommend that funding provided from the 1988 
Higher Education Bond Fund be deleted and that funding provided from 
the General Fund be transferred to Section 12.31-the Proposition· 98 
reserve. (Funds transferred to the reserve can be appropriated for any 
K-12 or community college educational program.) 

II. COMMUNITY COLLEGE STATE OPERATIONS 
Chancellor's Office (Items 6870-001-001 a!1d 6870-001-165) 

The Chancellor's Office is the administrative arm of the Board of 
Governors of the California Community Colleges. The office is managed 
by the Chancellor who is responsible for carrying out the board's 
directives and implementing statutes enacted by the Legislature. 

Table 6 
California Community Colleges 

State Operations Budget Summary 
1987-88 through 1989-90 
(dollars in thousands) 

Actual Est. Prop. 
1987-88 1988-89 1989-90 

Academic Affairs 
Vocational education ......................... $1,277 $2,156 $3,376 
JTPA-employment training .................. 538 562 669 
Transfer education ........................... 581 753 727 
Academic standards! evaluation .............. 1,396 1,953 1,317 
Academic affairs administration ............. 435 393 449 
Economic development center .............. 120 
Planning and accountability ................. 200 

Subtotals ................................. ($4,227) ($5,8m ($6,858) 
Student Services and Special Program 
EOPS ......................................... $1,346 $1,819 $1,152 
Disabled Students Program .................. 667 305 926 
Transfer centers .............................. 170 160 147 
Foster parent training ....................... 100 196 172 
Matriculation ................................. 330 728 493 

Changefrom 
1988-89 

Amount Percent 

$1,220 56.6% 
107 19.0 

-26 -3.5 
-636 -32.6 

56 14.2 
120 
200 --'-

($1,041) (17.9%) 

-$667 -36.7% 
621 203.6 

-13 -8.1 
-24 -12.2 

-235 -32.3 
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Student services administration ............ . 788 810 942 132 16.3 
Special programs ............................ . 802 1,001 1,001 
Management information systems .......... . 380 380 
Academic senate ..... : ...................... . 275 275 
Planning and special projects ............... . 603 1,075 1,344 269 25.0 

Subtotals ................................ . ($4,806) ($6,094) ($6,832) ($738) (12.1 %) 
Administration and Finance 
Apportionments ............................. . 
Credentials .................................. . 

$1,986 $2,439 $2,183 
1,011 976 879 

-$256 -10.5% 
-97 -9.9 

Facilities ................. .- ................... . 1,()48 1,266 1,028 -238 -18.8 
Subtotals ................................ . ($4,045) ($4,681) ($4,090) ( -$591) (-12.6%) 

Distributed Administration 
Board of Governors ........................ .. ($107) ($110) ($160) ($50) (45.5%) 
Chancellor's Office .......................... . (4,704) (5,664) (5,908) ~) ~) 

Subtotals ................................ . ($4,811) ($5,774) ($6,068) . ($294) (5.1%) 

Totals ......................................... . $13,078 $16,592 $17,780 $1,188 7.2% 
Funding Sources 
General Fund ................................ $9, 779 $13,016 $14,395 $1,379 10.6% 
Credentials Fund. . . .. .. . . .. . . .. .. . . .. . . .. . .. . 872 707 764 57 8.1 
SpecialDeposit Fund.. .. .. .. .. .. .. .. .. .. .. .. 304 383 383 
Reimbursements.............................. 2,123 2,486 2,238 -248-10.0 
Personnel-years ...... ; ....................... 144.6 213.3 237.4 24.1 11.3% 

Table 6 displays state operations funding for the Chancellor's Office in 
the prior, current and budget years. As the table shows, the budget 
proposes $17.8 million to support the Chancellor's Office in 1989-90-a 
net increase of $1.2 million (7.2 percent) from the amount available in 
the current year. This net increase is due to (1) an increase of $1 million 
in the Academic Affairs Unit, (2) an increase of $738,000 in the Student 
Services and Special Programs Unit, and (3)' a reduction of $591,000 in the 
Administration and Finance Unit. 

1. GAIN Appropriation Should Support State Administration 
We recommend deletion of $128,000 requested from the General Fund 

to support GAIN administrative staff in the Chancellor's Office. We 
further recommend adoption of Buaget Bill language authorizing a 
transfer of funds from Control. Section 22 to Item· 6870-001-001 to 
support administrative staff. (Reduce Item 6870-001-001 by $128,000 
and amend Control Section 22.) 

The Greater Avenues for Independence (GAIN) program, established 
by Ch 1025/85, is a comprehensive statewide employment and training 
program for recipients of' AFDC.The program is designed to help 
participants find unsubsidized employment and become financially inde
pendent through job training, education, counseling, and job placement 
assistance. 

The budget requests $128,000 from the General Fund to support the 
conversion of contract staff assigned to the GAIN program to permanent 
positions within the Chancellor's.Office. The staff would be responsible 
for maintaining a fiscal and programmatic information system for GAIN 
and for providing technical assistance to the community colleges. 

Our review confirms the need to convert the contract staff to 
permanent positions within the Chancellor's Office. However, a General 
Fund augmentation for this purpose is not needed. Control Section 22 of 
the 1989 Budget Bill contains $6.7 million to support GAIN programs in 
the community colleges in the budget year. In 1987-88, the most recent 
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year for which data are available, local claims for the GAIN program 
totaled only $1.5 million. Because of delays in the start-up of prograrilsin 
Los Angeles and Sacramento Counties, current-year claims are not 
expected to be significantly higher. ~ven with Los Angeles and Sacra
mento coming on line, our review finds that the $6.7 million scheduled in 
Control Section 22 for 1989-90 should be sufficient to support all 
anticipated district claims and the cost of the contract conversion. 

In order to implement this recommendation, the Legislature should 
adopt the following Budget Bill language in Control Section 22: 

(f) Of the amount scheduled in (c) (1) of this section, $128,000 shall be 
transferred to Item 6870-001-001 to support GAIN administrative staff of the 
Chancellor's Office of the California Community Colleges. 

2. Fund High Tech Centers from Proposition 98 Reserve 
We recommend that the Legislature (1) delete $571,000 requested 

from the General Fund. and instell.d use federal funds to support 
administrative staff within the Chancellor's Office for High Tech 
Centers, and (2) augment support for High Tech . Centers on local 
community college campuses by .$571,000 from . the Proposition 98 
reserve. (Reduce Item 6870-001-001 by $571,000; increase Item 6870,:, 
101-001 (a) by $571,000; and reduce the amount available in Control 
Section 12.31 by $571,000.) 

In addition, we recommend that the Legislature adopt supplemental 
report language in Item 5160-001-001 'directing the. Department of 
Rehabilitation to provide ''establishment grants" to fund High Tech 
Centers to .the m.aximum amount authorized. 

B;;'ckground. In 1986-87 the Department of Rehabilitation (DOR) 
awarded the first of three "establishment grants" totaliIig.$3.3 million to 
the California Community College Foundation for the establishment of 
"High Tech Centers" in the comniuIiity colleges. The grant also supports 
a staff of 10 located in the Chancellor's Office and employed, by the 
California Community College Foundation topiovide technical assis
tance and training to High Tech Center staff in the colleges. . 

The High Tech Centers, now operating on 51 community college 
campuses, provide disabled students· with "instruction in the use ·of 
state-of-the-art computer access technologies." Through the use of special 
software packages, personal cOIIlPuters .. are modified to allow disabled 
students to see the computer screen or use the keyboard. For example, 
computer screens are modified to display. larger .characters for. the 
visually impaired. For. those who . are blind, the .. computer can be 
equipped with a voice simulator to provide audio feedba~k. Similarly, 
keyboards can be modified to allow those with physical handicllPs to 
more easily enter keystrokes. . 

Funding Provisions. The High Tech Center:scurrently receive no 
direct state support. Instead, the centers are funded by (1) a feqeral 
grant administered by the DaR, and (2) local matching funds provided 
by the participating cOffiIIlunitycolleges. The California Community 
. College Foundation acts as the fiscal agent for the community colleges . 

. Under the terms of the federal program,grant funding is gz;adually 
reduceq and the recipient agencies are expected to substitute local or 
state funding to maintain the program. Thus, the establishment grant acts 
as "seed money" to get the programs started. In 1989-90, the establish-
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ment grant is scheduled to be reduced by $549,000. This reduction can be 
. applied to either the state-level staff housed in the Chancellor's Office or 
the local district staff. 
. Budget Proposal. The budget proposes to apply the reduction in 
federal funds against the state staff and as an offset, requests an 
.augmentation of $571,000 from the General Fund in 1989-90 to fund the 
state-level staff. Funding to support the local staff in the community 
college centers would continue to be provided from the federal estab
lishment grants. 

Our review confirms the need for the state staff. The staff provide 
specialized training for local instructors, conduct research on programs 
serving the. disabled, and disseminate information on technical develop
ments and refinements in software programs. The funding proposal, 
however, can be achieved in a different manner which concurrently frees 
up $571,000 for other General Fund priorities . 

. Proposition 98 Funding Interaction. Provisions of. Proposition 98 
require that a certain percentage of the General Fund budget be 
allocated to support the activities of K-12 schools and the community 
colleges, excluding the administrative costs of the Superintendent of 
. Public Instruction and the Chancellor of the California Community 
Colleges. The Governor's Budget sets aside an Unallocated $230 million 
reserve to meet these requirements. 

As mentioned, the budget directs the reduction in the federal estab
lishment grant to the state-level staff and proposes to offset the reduction 
through a General Fund augmentation. The proposal, however, overlooks 
the opportunity to replace the lost federal funds from the Proposition 98 
reserve. This could be done by reducing federal support from the local 
centers rather than from the activities of the Chancellor's Office. The 
reduced federal support could be replaced by a General Fund allocation 
from the Proposition 98 reserve and the activities of the state-level staff 
could continue to be funded through the federal establishment grant. 
The net result would he a state General Fund savings of $571,000. 

Analyst's Recommendation. In order to fully fund both the state and 
the local operations of the High Tech Centers while freeing up state 
resources, we recommend that the Legislature (1) delete $571,000 
requested from the General Fuhd and instead use federal funds from the 
DOR establishment grant to support HighTech Center staff within the 
Chanpellor's Office (reduce Item 6870-001-001 by $571,000), and (2) 
augment funding for the local community colleges centers by $571,000 
from the Proposition 98 reserve (increase Item 6870-101-001 (a) by 
$571,000 and reduce the amount in Control Section 12.31 by $571,000). 

In . addition, the Legislature should adopt the following Budget Bill 
language in Item 6870-101-001 to implement this recommendation: 

Of the amount appropriated in schedule (a), $571,000 shall be allocated to 
community college districts operating High Tech Centers in accordance with 
the provisions of establishment grants # 13424, # 13688, and # 13244 awarded 
by the Department of Rehabilitation. 
The Budget Act does not control the allocation of DOR establishment 

grants. Instead, these grants are administered by the DOR which has the 
authority to make the awards. We therefore recommend that the 
Legislature adopt the following supplemental report language in Item 
5160-001-001 directing the Department of Rehabilitation to award the 
maximum establishment grant permitted under federal regulations to 
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fund the operations of the High Tech Center staff in the Chancellor's 
Office before funding the local operations: 

It is the intent of the Legislature that the Department of Rehabilitation award 
establishment grants in 1989-90 to the maximum amount authorized under 
federal regulations to support the High Tech Centers serving disabled students 
ill the California Community Colleges .. Grant funds should be first made 
available to support state activities before funding is provided for centers 
located on the community college campuses. 

3. Significant Funding Increase for Academic Senate Not Justified 
We recommend a redu.ction of $196,000 for the Academic Senate 

because the amount requested exceeds the amount needed to fund 
ongoing operations. (Reduce Item 6870-001.,.001 by $196,000.) .. 

The state Academic Senate, formally recognized by the Board of 
Governors in 1978, represents the faculty senates of the California 
Community Colleges. The senate makes recommendations and provides 
advice to the board, the Chancellor, and the Legislature on academieand 
professional matters. In 1987~88, the most recent year for which data are 
available, income to support senate. activities totaled $215,000, of which 
$122,000 was provided by the state General Fund. The balance. was 
provided from member dues, conferences fees, reimbursements, and 
interest income. 

The budget requests $412,000 from the General Fund to provide state 
support for the Academic Senate in 1989-90. This is an increase of 
$262,000, or 174 percent, from the $150,000 provided in the current year. 
The additional amount would fwld clericahupport ($50,000), publication 
costs ($75,000), travel and related expen~es for senate members 
($62,000), and reimbursements to local districts for the costs of replacing 
faculty performing senate duties ($75,000). 

Our review finds that the amount requested for additional clerical 
support is justified; however, the amount requested for the other 
elements far exceeds the ongoing operating costs of the senate. Specifi
cally, the budget indicates that additional funding is needed to reimburse 
districts for the costs of replacing faculty who are absent from class 
performing senate duties. In 1987-88, however, "reassign time" costs 
totaled only $33,000. Similarly, publication costs totaled $7,000 and officer 
expenses totaled $4,000. 

We can find no analytiCal basis for providing an increase of $262,000 
based on these costs. On this basis, after adjusting' for inflation and 
workload increases, we estimate that $66~000 of the amount requested is 
warranted. This increase would fully fund the increase in clerical 
workload, double the amount provided for publication expenses, and 
provide adequate COLA and workload increases for reassign time and 
travel expenses. Accordingly, we recommend that the remaining $196,000 
be deleted from this activity. 
4. Contract Services Not Warranted 

We recommend deletion of $200,000 requested for contract services for 
an Economic Development Resource Center in the Chancellor's Office 
because the services will not be needed in the budget year. (Reduce Item 
6870-001-001 by $200,000.) . 

The Chancellor's Office administers several programs that promote job 
training and vocational education in the community colleges. The office 
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administers the state Employer-Based Training Program, a $3.9 million 
grant program which promotes worksite-based training and high tech
nology skill. development. The office also administers the federal Job 
Training Partnership Act (JTPA) and the Vocational Education program. 
These two programs also provide job training and skill development, with 
the JTP A program targeted to economically disadvantaged and unskilled 
workers. The JTP A program will provide up to $3 million and the 
Vocational Education program will provide approximately $35 million to 
community college districts in the current year. 

Budget Proposal. The budget requests an augmentation of $308,000 
from the General Fund to staff a new Economic Development Resource 
Center in 1989-90. The center would (1) coordinate educational and 
training services between community colleges and employers, (2) de
velop training and technical assistance for small business development, 
and (3) serve as a technology training and information exchange 
network. The amount requested would fund 1.4 personnel-years 
($108,000) and consulting services ($200,000). 

We recommend approval of the $108,000 requested for the permaneJ;lt 
staff within the Chancellor's Office. The staff would coordinate statewide 
efforts to promote local economic development by compiling information 
on local training programs and act as an information clearing house for 
businesses seeking community college training programs. 

Consulting Services Unnecessary. Our analysis indicates, however, 
that $200,000 requested for consulting services will not be needed in the 
budget year. As proposed, a contract consultant would provide in-service 
training to community colleges staff, technical assistance to develop 
programs serving technology transfer, and a program evaluation. 

We note that funding-for staff development and in~service training is 
already provided in Ch 973/88 (AB 1725, Vasconcellos). That measure 
appropriated $5 million in the current year· for staff development and 
in-service training and the budget proposes to continue the funding at 
the same level in 1989-90. A Chancellor's advisory indicates that these 
funds may support, among other areas, "in-service training for vocational 
education and employment preparation programs." 

In addition, consulting services to provide technical assistance to 
community colleges will not be needed.· As originally conceived, these 
services were to be provided in conjunction with grants to community 
colleges totaling $760,000. District staff, with the assistance of the 
consultants, were to develop and coordinate economic development 
services for local businesses. The budget, however, provides no funding 
for local assistance grants in 1989-90. 

Finally, we note that funding for a program evaluation will not be 
required in 1989-90 because this will be the first year of the center's 
operation. 

For these reasons we recommend deletion of the $200,000 requested for 
consulting services in 1989-90. . 
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Item 7980 from the General 
Fund and various funds Budget p. E 152 

Requested 1989-90 .......................................................................... $319,792,000 
Estimated 1988-89 ............................................................................ 323,544,000 
Actual 1987-88 .................................................................................. 250,383,000 

Requested decrease (excluding amount 
for salary increases) -$3,752,000 (-1.2 percE'lnt) 

Total recommended reduction .. ; .............................................. .. 

1989-90 FUNDING BY ITEM AND SOURCE 
Item-Description 
7980-001-OO1-Support 
7980-001-951-Guaranteed Loan Program 
7980-011-890-Purchase of defaulted loans 
7980-011-951-Purchase of defaulted loans 
7980-10l-001-Awards 
7980-101-890-Awards 

Total 

GENERAL PROGRAM STATEMENT 

Fund 
General 
State Guaranteed Loan Reserve 
Federal Trust 
State Guaranteed Loan Reserve 
General 
Federal Trust 

None 

Amount 
$6,827,000 
18,483,000 

(146,318,000) 
155,000,000 
126,251,000 
13,231,000 

$319,792,000 

The Student Aid Commission (SAC) is composed of 15 members, 11 of 
whom are appointed by the Governor and confirmed by the Senate, two 
appointed by the Senate Rules Committee, and two appointed by the 
Speaker of the Assembly. 

The commission administers: 

• Seven. student grant programs; 
• A program which guarantees federally-insured loans to students; 
• An outreach program (known as Cal-SOAP) designed to promote 

access to postsecondary education to disadvantaged andunderrep
resented students; 

• A state-funded work-study program; and 
• A state-funded loan assumption program (known as APLE) designed 

to encourage students to pursue a teaching career. 
The commission is also responsible for collecting and analyzing infor

mation on student financial aid, evaluating commission programs, assess
ing the statewide need for financial aid, and disseminating information on 
financial aid to students, parents, and California educational institu!:ions. 

The commission has 208.8 personnel-years in the current year. 

OVERVIEW OF THE BUDGET REQUEST 

The budget proposes total expenditures by the Student Aid Commis
sion (SAC) of $320 million in 1989-90. This is a decrease of $3.8 million 
(-1.2 percent) from the current-year level. Table 1 shows funding levels 
for the commission's pro'grams in the prior, current, and budget years. 
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Table 1 
Student Aid Commission 

Budget Summary 
1987-88 through 1989-90 
(dollars in thousands) 

Actual Eft. 
1987-88 1988-89 

Grant programs .............................. $125,173. $141,174 
Student loans guaranteed .................... (945,884) (970,000) 
Purchase of defaulted loans .................. 73,029 160,000 
Contractor costs ....... ' ....................... 24,661 
State operations .............................. 27,643 23,177 

Subtotals, expenditures .................. ($250,497) ($324,351) 

Less reimbursements ... : ..................... -$114 -8fYl 
Totals, expenditures ..................... $250,383 $323,544 

Funding Sources 
General Fund ................................ $118,146 $134,125 
Guaranteed Loan Reserve Fund ............. 51,946 25,250 
Federal Trust Fund .......................... 80,291 164,169 
Personnel-years ............................... 197.7 208.8 

Program Changes 

Change/rom 
Prop. 1988-89 

1989-90 Amount Percent 
$140,265 -$909 -0.6% 
(985,000) (15,000) (1.5) 
155,000 -5,000 -3.1 

25,358 ~ 9.4 
($320,623) (-$3,728) (-1.1%) 

-831 -24 3.0 
$319,792 -$3,752 -1.2% 

$133,078 -$1,047 -0.8% 
21,165 1,915 7.6 

159,549 -4,620 -2.8 
225.3 16.5 7.9% 

Table 2 displays, by funding source, the components of the $3.8 million 
reduction in total expenditures for the commission in 1989-90. The table 
shows that: 

• Baseline adjustments account for a reduction of $3.9 million consist
ing of a reduction for pro rata adjustmeIlts ($1.7 million), one-time 
reductions ($1.1 million), and other changes. 

Table 2 
Student .Aid Commission 

Proposed 1989-9O.,Budget Changes 
By Funding Source 

(dollars in thousands) 

Fundin~ Sources 
Guaranteed 

General Loan Reserve 
Fund Fund 

1988-89 Expenditures (Revised) ............... $134,125 $25,250 
Baseline Adjustment8 

Pro rata adjustments ......................... -$1,735 
Employee compensation .................... $276 239 
Inflation allowance .......................... 185 
Indirect cost adjustment.. ................... -98 
One-time reductions ......................... --633 -1,111 
Awards ....................................... -914 
Other (Calstars & rate reduction) .......... -38 -28 

Subtotals, baseline adjustments ......... (-$1,309) (-$2,548) 
Program Changes 

Information system-third year ............. $262 $4,684 
Loan program staff .......................... 154 
Purchase of defaulted loans ................. -375 

Subtotals, program changes ............. ($262) ($4,463) 

1989-90 Expenditures (Proposed) ............. $133,078 $27,165 
Change from 1988-89: 

Amount .................................... -$1,047 $1,915 
Percent .................................... -0.8% 7.6% 

Federal 
Trust 
Fund 

$164,169 

$5 

($5) 

-$4,625 
(-$4,625) 

$159,549 

-$4,620 
-2.8% 

Totals 
$323,544 

-$1,735 
515 
185 

-98 
-1,744 

-909 
-66 

(-$3,852) 

$4,946 
154 

-5,000 
($100) 

$319,792 

-$3,752 
-1.2% 
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STUDENT AID COMMISSION-Continued 
• Program changes account for a net increase of $100,000 resulting 

from third-year implementation of the financial aid processing 
system ($4.7 million) and an offsetting reduction for loan defaults 
($4.6 million). 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval of the baseline adjustments as shown in Table 

2 and the following program changes which are not discussed elsewhere 
in this analysis: 

• Third-year Automation-an increase of $4.9 million-$262,000 from 
the General Fund and $4.7 million from the Loan Fund-and 84 
positions (24 new positions, and 60 redirected positions) to support 
the third-year implementation of the automated Financial Aid 
Processing System (F APS); . 

• Investigations Staff-an increase of $154,000 from the Loan Fund for 
two additional positions in. the Audits and Investigations Unit of the 
Loan Program to strengthen fraud and abuse prevention; 

• Budget Staff-an increase of $38,000 from the General Fund for an 
additional budget officer in the Budget Office; and 

• Defaulted Loans-a decrease of $5 million from the Loan Fund for 
the purchase of defaulted student loans. 

A. STUDENT FINANCIAL AID IN CALIFORNIA 
Student financial aid awards primarily consist of three basic types of 

aid-grants, loans, and work study. Grants are awards that do not have to 
be repaid by the recipient. These awards are provided to students based 
on their financial need and academic achievement. Loans, on the other 
hand, must be repaid by the recipient. Generally, student loans carry a 
lower interest rate and a longer term than commercial loans. The third 
type of award-work study"":"involvessome program of subsidized com
pensation in which a student's wages are supported by financial aid and 
employer funding. A student's financial aid "package" may consist of all 
three types of aid. 

The Student Aid· Commission administers most of the state-supported 
financial aid programs. Students attending postsecondary institutions in 
California, however, receive financial assistance from many sources other 
than the state. 

The commission estimates that $2.1 billion in financial aid will be 
provided to students attending postsecondary institutions in California in 
1988-89. This amount is approximately $265 million (14 percent) more 
than the amount estimated to have been available in 1987-88. The 
California Educational Loan Program accounts for $166 million, or nearly 
65 percent, of this increase. 

Data provided by SAC indicate that: 
• State-supported financial aid programs provide $187 million, or just 

under 9 percent of the total; ... 
• Postsecondary institutions provide $431 million, or 21 percent of the 

total; 
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• The California Educational Loan Programs provide $976 million, or 
46 percent, of the total; and 

• Federal programs, excluding the Educational Loan Programs, pro
vide $481 million, or 23 percent of all student financial aid. 

B. LOCAL A$SISTANCE PROGRAMS (Items 7980-101-001 and 
7980-101-890) 

We recommend approval. 
Table 3 displays the funding levels for all the commission~s local 

assistance programs for the prior, current, and budget years. 

Table 3 
Student Aid Commission 

Local Assistance Programs 
1987-88 through 1989-90 
(dollars in thousands) 

Change/rom 
Actual Est. Prop. 1988-89 

Grant Programs 
Cal Grant A (Scholarship) ............... . 
Cal Grant B (Cbllege Opportunity) ..... . 
Cal Grant C (Occupational) ............ .. 
Graduate Fellowship: ..........••.......... 
La~ Enforcement Personnel 

Dependents .............. '.' .............. .. 
Bilingual Teacher Development ......... . 
Byrd Scholarship Program ................ . 
Paul Douglas Teacher Scholarships ...... . 

Subtotals, grant programs .............. . 
Other Programs 

Assilmption Program of Loans for Educa-
tion (APLE) ............................ . 

Work Study Program .................... .. 
Cal-SOAP .................................. . 
Reimbursements ......................... .. 

Subtotals, other programs .............. . 

Grand totals ............................. . 
Funding Sources 

1987-88 

$79,243 
36,146 
3,120 
3,025 

2 
774 

~ 
($123,917) 

$92 
667 
497 

1988-89 1989-90 Amount 

$88,431 $84,704 -$3,727 
41,394 43,836 2,442 . 
3,120 3,069 -51 
2,969 2,969 

14 14 
541 260 -281 
783 783 

2,004_ 2,009 5 
($139,256) ($137,644) (-$1,612) 

$591 $1,294 $703 
750 750 
577 577 

-783 -783 . __ . 
($1,256) ($1,135) ($1,838) ($703) 

$125,173 $140,391 $139,482 -$909 

General Fund................................ $111,868 $127,165 $126,251 -$914 
Federal Trust Fund .......................... 13,305 13,226 13,231 5 

Percent 

-4.2% 
5.9 

-1.6 

-51.9 

0.2 
(-1.2%) 

119.0% 

(61.9%) 

-0.6% 

-0.7% 

Table 3 shows that the budget proposes total funding of $139 million in 
1989-90-an decrease of $909,000 (-0.6 percent) from the amount avail
able in the current year .. General Fund support. for these programs is 
proposed at $126 million, a decrease of $914,000 (-0.7 percent) from the 
current~yearleveL Federal support is proposed at $13 million, an increase 
of $5,000 from the current-year level. These changes reflect baseline 
funding' adjustments related to a greater proportion of grant winners 
attending the less expensive public institutions. 

Table 4 shows the maximum grant level and the total number of awards 
proposed by the budget for each of the local assistance grant programs in 
1988-89 and 1989-90. The budget proposes neither an increase in the 
maximum grant nor anincrease in the total number of awards for any of 
the commission's grant programs. The increase in the number of Cal 
Grant B awards is due to an increase in the rate of award renewals. 
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STUDENT AID COMMISSION...,..continued 
Table 4 

Student Aid Commission 
Maximum Award Levels and Number of Awards 

1988-89 and 1989-90 

Item 7980 

Maximum Award Level Total Number o{Awards a 

Program 
Cal Grant A (Scholarship) ........... . 
Cal Grant B (Opportunity) .......... . 
Cal Grant C (Occupational) ......... . 
Graduate Fellowship ................. . 
Law Enforcement Personnel Depen-

dents .............................. . 
Bilingual Teacher Development ..... . 
Paul Douglas Teacher Scholarship ... . 

Totals ............................. . 

a Includes new and renewal awards. 
b N I A: Not Applicable. 

1988-89 
$4,710 
4,710 
2,360 
6,490 

1,500 
4,045 
5,000 

N/A b 

Grant Coverage at UC and CSU 

1989-90 
$4,710 
4,710 
2,360 

. 6,490 

1,500 
4,045 
5,000 

N/A b 

Percent Percent 
Change 1988-89 1989-90 Change 

43,860 43,883 0.1% 
<J:l;J1}.6 29,085 6.8 
2,361 2,361 

885 885 

10 10 
122 87 -28.7 
398 400 0.5 

N/A b 74,862 76,711 2.5% 

The Student Aid Commission administers two grant programs targeted 
to students attending postsecondary education institutions. 

The Cal Grant A program provides grants to needy, academically able 
students to assist them in completing a four-year degree program at a 
California college or university of their choice. The grant ,award covers 
tuition and fees only. . 

The Cal Grant B program is designed to promote access to higher 
education, with grant awards covering both subsistence and fees. This 
program differs from the Cal Grant A program in that the selection of 
grant winners is based not only on the student's grade point average and 
family income, but also on the level of parental education, family size, 
and the student's career and life goals. 

Legislative Action on Cal Grant Maximum Award. The 1988 Gover
nor's Budget proposed, among other things, to increase the maximum Cal 
Grant award at the state's public higher education institutions. The 
maximum grant for UC was proposed at $1,125, a 5.1 percent incre~se and 
$355 for CSU, an 8.9 percent increase. The 1988 Budget Act eventually 
provided for a maximum grant at UC of $1,080 and a maximum grant at 
CSU of $329. These maximum grants were only slightly greater than the 
maximums provided in 1987-88-$1,070 at UC and $326 at CSU. 

In last year's Analysis, we recommended increasing the maximum 
grant awards at the state's public higher education institutions to cover 
systemwide mandatory fees. We proposed to accomplish this by transfer
ring a total of $7.1 million from the budgets of UC and CSU to the SAC 
in order to augment the amount available for the Cal Grant awards.. . 

The Legislature instead adopted supplemental report language which 
specified the following: .. 

• Thatit is the intent of the Legislature that Cal Grant A and Cal Grant 
B recipients at UC and CSU receive awards that cover the full 
mandatory fees required by each segment; and . . 

• That the SAC, in cooperation with UC,. CSU~ the California Postsec
ondary Education Commission (CPEC), the Department of Finance, 
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the Legislative Analyst, and student representatives (1) identify the 
total amount necessary to provide full fee coverage at UC andCSU 
through the Cal Grant programs, (2) determine what portion of the 
budgets ofUC and CSU should be transferred to the SAC to meet the 
funding requirements, and (3) identify the amount which should be 
provided through a General Fund augmentation. 

In compliance with the supplemental report, the SAC submitted its 
report to the Legislature by the September 1, 1988 deadline. 

SAC Findings. The commission's report presented the following 
findings: 

• , The total amount needed to provide full coverage of mandatory fees, 
including campus-based fees, at UC and CSU is $15,970,000 based on 
1988-89 fee levels. (Thls estimate does not reflect the cost of covering 
the 10 percent increase in student fees proposed jn the Governor's 
Budget for 1989-90.) " " 

• The amount available for transfer from the segments' budgets totals 
$7,574,000, with $3,317,000 identified in the UC budget and $4,257,000 
in, the CSU budget. 

• The augmentation required from the General Fund to provide full 
,coverage of systemwide and campus-based fees, after adjusting for 

the amount currently available in the SAC's budget and the transfer 
from theUC and the CSU, is $8,396,000. 

The commission's report also presented two options for implementing 
the policy of full-fee coverage by the Cal Grant awards. ", 

Option One. The first option requires (1) the transfer of $3.3 million 
from the UC budget and $4.3 million from the CSU budget to the SAC, 
and (2) a net General Fund augmentation of $8.4 million for the SAC's 
Cal Grant A and Cal Grant B programs in 1989-90. These actions would 
provide the full amount needed to increase the Cal Grant awards at the 
two public four-year segments to cover systemwide and campus-based 
fees., 

Option Two. The report acknowledges that a General Fund augmen
tation of$8.4 million for the Cal Grant programs may not be available in 
anyone year .. Thus, a phased implementation of the proposal outlined in 
option one may be appropriate. , 

The report specifies that an alternate method for increasing the Cal 
Grant awards to cover full fees at UC and CSU would be to require a 
transfer of funds from the two segments' budgets proportionate to the 
amount of the General Fund augmentation. For example, if one-half of 
the total General Fund augmentation were provided-$4.2 million based 
on the report's findings-then one~half of the, amount available in the 
segments' budgets-$3.8 million-should also be transferred. The imple
mentation period could be set for any period and could be suspended if 
no General Fund augmentation were available. 

The Governor's Budget. The budget does notpropose a GeneralFund 
augmentation for the Cal Grant programs, nor does it propose a transfer 
of funds from UC and CSU to the SAC. Rather, the budget proposes to 
increase systemwide fees for both UC and CSU students by 10 percent 
and provides sufficient funds within each segment's budget to offset the 
cost of the fee increase for financially needy, eligible students, including 
Cal Grant winners. 

Legislative Analyst's Comments~ Our review finds that the two 
options proposed by the commission have merit. Both achieve the policy 
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goal of iricreasing the coverage of Cal Grant awards to meetthe full cost 
of UC and CSU mandatory fees. Option two, the phased implementation 
of the funding transfer and General Fund augmentation, provides the 
Legislature more flexibility in allocating General Fund support. In the 
event that General Fund revenues fall below projections, the increase in 
the General Fund share can be suspended. 

There are, however, other policy options that the Legislature may wish 
to consider. Below we present an additional option not included in the 
commission's report . 

. Systemwide versus Campus-based Fees. The commission's report 
recommended that the Cal Grant A and Cal Grant B award cover the full 
C()st of systemwide and campus-based fees. The report notes that 
students are required to pay both systemwide and campus-based fees and 
that prior to 1981-82, Cal Grant awards were funded sufficiently to cover 
both fees. 

In the 1988 Analysis, we recommended that Cal Grant awards cover 
only systemwide fees. We noted that the Legislature must establish the 
systemwide fees. The Legislature, however, does not control the level of 
campus-based fees. These fees are a local option. set by each campus 
(often through a vote of the student body) and vary among the 
campuses. For the current year, the systemwide fee for UC is $1,434 and 
the campus-based fee, on average, is an additional $111. For the CSU, the 
systemwide fee is $684 and the average campus-based fee is an additional 
$131. 

Our· analysis indicates that the additional cost of covering campus
based fees through the Cal Grant program is approximately $4.4 million 
in the current year. If the Legislature chooses to implement a full fee 
funding policy which recognizes systemwide fees only,. tl.Ien the amount 
required from the General Fund for the Cal Grant programs is reduced 
from $8.4 million to $4 million. We note that the Supplemental Report of 
the 1988 Budget Act specified that "It is the intent of the Legislature that 
Cal Grant A and Cal Grant B recipients at UC and CSU receive awards 
that cover the full mandatory fees required by each segment." (Emphasis 
added.) 

Maximum Cal Grant Policy 

The Governor's Budget for 1988-89 proposed, among other things, to 
increase the maximum award for the Cal Grant A and Cal Grant B at 
independent· institutions from $4,370 to $5,400. The 1988 Budget Act 
provided .sufficient funds to increase the maximum award to $4,710. 
Because there was no statutory requirement for settiIlg the maximum Cal 
Grant award and because the SAC did not have a specific policy. for 
requesting an adjustment to the maximum award at independent 
institutions, the grant maximum was set based on the amount of funding 
available. 

The Legislature attempted to address the ad hoc nature of the 
decisionmaking process by adopting supplemental report language di
recting the CPEC and the SAC to convene a policy advisory committee 
to: 

• Consider and make recommendations about state policy on the role 
of the state in meeting the educational costs of students with 
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financial need that choose to attend independent postsecondary 
educational institutions and proprietary schools; 

• Develop alternative policies for setting maximum grant levels; and 
• Identify the appropriate award levels for the alternative policies 

developed. 
The committee's report was due to the Legislature on February 1, 1989. 

On behalf of the committee, the director of the SAC, however, requested 
that the deadline for submission be extended to March 15, 1989. We will 
be prepared to comment on the committee's report during budget 
hearings. 

Work-Study Evaluation 

The California State Work-Study Program, established by Ch 1196/86, 
provides eligible college students subsidized employment to help defray 
their educational costs. The work experience is supposed to be related to 
the student's career goals or course of study. The primary emphasis of the 
program is to place students in positions with off-campus, private 
profit-making employers. For these positions the state subsidizes up to 50 
percent of the student's wages. 

The pilot program first received funding for work-study awards in the 
1987 Budget Act. In that year $750,000 was appropriated from the General 
Fund to support approximately 500 students at 15 institutions. The budget 
proposes $750,000 from the General Fund in 1989-90 to continue the pilot 
program. 
,Chapter 1196 also provided for an evaluation of the work-study 

program by an independent firm. The 1988 Budget Act appropriated 
$50,000 to the Legislative Analyst to fund the evaluation. An RFP 
(Request For Proposals) committee was convened and a contract was 
awarded on a competitive bid basis to MPR Associates, Inc. of Berkeley, 
California. The contractor is scheduled to deliver its preliminary report to 
the Legislature by April 15, 1989. We will be prepared to comment on the 
report's findings during budget hearings. 

C. CALIFORNIA STUDENT LOAN PROGRAM (Items 7980-011-890 and 
7980-011-951) 

We recommend approval. 
The California Educational Loan Program assists students in meeting 

postsecondary educational expenses through federally reinsured, educa
tionalloans which are made available to students or their parents through 
conventional lenders at no cost to the state. The California Educational 
Loan Program includes, (1) the Guaranteed Student Loan (GSL) 
program, (2) the Supplemental Loans for Students (SLS), (3) the Parent 
Loan Program (PLUS) ,and (4) the Consolidated Loan Program. Table 5 
displays the total number of loans and the dollar volume for the 
combined loan programs. 

The 36 percent increase in the dollar volume of loans guaranteed 
between 1986-87 and 1987-88 can be attributed to (1) an additional 50,000 
new loans guaranteed, and (2) an increase in the maximum loan (from 
$2,500 to $4,000 per year for undergraduates and from $5,000 to $7,500 per 
year for graduate students). 
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Table 5 

Student Aid Commission 
California Educational Loan Programs 

Volume of Loans Guaranteed 
1982-83 through 1988-89 

(dollars in millions) 

Item 7980 

Number of Dollar Annual Dollar Change 
Loans Volume Amount Percent 

1982-83............................................ 231,700 $617.6 
1983-84............................................ 258,300 687.9 $70.3 11.4% 
1984-85. .. .. .. .. . . . . .. . . .. . . . . .. . . . . . .. . . .. . . . . .. . . 281,800 756.2 68.3 9.9 
1985-86............................................ 258,300 699.0 -57.2 -7.6 
1986-87 . .. . . .. .. . . .. .. . . .. . . . . .. . . . .. .. . . .. . . . . .. . . 257,500 698.(f -1.0 -0.1 
1987-88............................................ 306,900 945.9 247.9 35.5 
1988-89 (est.) ........ ...... .......... ............. 320,000 980.0 ' 34.1 3.6 

The GSL program provides interest-subsidized loans to students that 
demonstrate financial need (the federal government subsidizes the 
interest payments). The other three programs do not provide interest 
subsidies and are available to any student (or parent of a student, under 
the PLUS program) that wishes to borrow funds. 

Table 6 
Student Aid Commission 

Default Rates for the Guaranteed Student Loan Program' 
By Segment ' 

1985-86 through 1988-89 

Segment 1985-86 1986-87 
California Community Colleges ................ . 31.2% 31.7% 
California State University ...................... . 12.5 12.8 
University of California ......................... . 7.5 7.6 
Private institutions, two-year ................... . 17.8 18.5 
Private institutions, four-year ................... . 10.4 10.5 
Proprietary schools .............................. . 32.2 33.9 

Statewide averages ........................ .. 16.9% 17.4% 

Default Rate Stabilizes 

1987-88 
32.4% 
13.0 
7.5 

18.3 
10.4 
32.8 

, i7.3% 

1988-89 
32.6%' 
13.2 
.7.5 

, 18.3 
10.4 
32.6 
17.5%' 

Table 6 displays the default rate on GSL loans since 1985-86. The table 
shows that the statewide average default rate for all educational segments 
has been stable for the last three years at approXimately 17 percent. 
Although the rates vary considerably among the educational segments, 
the data reflect a leveling of the rate for each. This contrasts sharply with 
the trend during the early years of this decade when' the statewide 
average default rate climbed from 10.1 percent in 1983-84 to 17 percent 
in 1985-86. 

In large measure, the reason for the stabilization of the default rate is 
the growing maturity of the SAC's loan portfolio. During the early 1980s, 
the number of defaulted loans was growing more quickly than the 
number of loans in repayment status. This in turn caused the default rate 
to increase. As ,the loan portfolio matures, defaulted loans and loans for 
which payment is being made grow at roughly equal rates and the overall 
default rate begins to stabilize. ' 

Actions by the commission to strengthen administration of the program 
and to terminate participation of educational institutions that do not 
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adhere to program guidelin,es are intended to reduce the default rate in 
the future. 

D. STATE OPERATIONS (Items 7980-001-001 and 7980-001-951) 
We recommend approval. 
The SAC administration provides the services necessary to support the 

commission's programs. Table 7 shows the commission's proposed admin
istrative expenditures by program unit for the prior, current, and budget 
years. 

Table 7 
Student Aid Commission 

State Operations 
1987-88 through 1989-90 
(dollars in thousands) 

Program 
Cal Grant A (Scholarship) .................. . 
Cal Grant B (Opportunity) ................. . 
Cal Grant C (Occupational) ..•............... 
Graduate Fellowship ........................ . 
Law Enforcement Personnel Dependents .. 
Specialized programs a .•••••.••...••••..••..• 

California Educational Loan Programs ..... . 
Cal·SOAP .................................... . 
Reimbursements ............................ . 
Administrative and support services ....... . 

Totals ................................... . 
Fnnding Sources 
General Fund ............................... . 
.Guaranteed Loan Reserve Fund ............ . 

Actual 
1987-88 

$2,799 
1,971 

432 
367 

1 
724 

21,339 
1 

-114 
(4,715) 

$27,250 

$6,278 
21,242 

Est. 
1988·89 

$2,993 
2,064 

511 
430 

2 
978 

16,193 
6 

-24 
(5,615) 

$23,153 

$6,960 
16,193 

Prop. 
1989-90 
$2,830 
2,067 

498 
383 

2 
1,089 

18,483 
6 

-48 
(6,721) 

$25,310 

$6,827 
18,483 

Change from 
1988·89 

Amount Percent 
-$163 -5.4% 

3 0.1 
-13 -2.5 
-47 -10.9. 

III 
2,290 

-24 
(1,106) 

$2,157 

-$133 
2,290 

11.3 
14.1 

100.0 
(19.7) 

9.3% 

-1.9% 
14.1 

a Includes administrative costs for the following programs: Bilingual Teacher Development Grant, Paul 
Douglas Teacher Scholarship, Assumption Program of Loans for Education (APLE), and Work 
Study. 

The budget proposes total support of $25 million for the commission in 
1989-90, a 9.3 percent increase ($2.2 million) from the current-year level. 
This increase is due primarily to the third-year implementation of the 
Financial Aid Processing System (FAPS) ($4.6 million from the Loan 
Fund), offset by administrative savings and staff redirections from other 
units within the commission. Of the total support for the administrative 
operations of the commission, the General Fund would provide $6.8 
million or 27 percent of the total, and the Loan Fund would provide $18.5 
million, or 73 percent. 




