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DEPARTMENT OF EDUCATION
Item 6100 from the General

~ Fund and various funds o . Budgetp. E‘.l
Requested 1987-88 , . .. $13,291,941,000
Estimated 1986-87............ - ‘ .. 13,033,103,000
Acttal 1985-86 ...ovvurrrrvnrisinrisseriinsine s 12,216,246,000

‘Requested increase (excluding amount
for salary increases) $258,838,000 (+2.0 percent)
Total recommended reduction ...........ccooiviniiiine. erieened erbnnaes $62 656 000
Becommendatlon pendmg : ‘ $710 849,000

1987-88 FUNDING .BY ITEM AND SOURCE

Jtem—Description : Fund - & Amount

6100-001-001—Main support General . - " "$37,867,000
+ 6100-001-178—School bus driver instruction i Driver Training Penalty As- ST 811 000
; . sessment [
6100-001-305—Private postsecondary education Private Postsecondary Ad-- - 97 1,000
. : : . . ministration e
6100-001-344—School facilities planning State School Building =~ . . 1-,090,000
‘ ' Lease-Purchase , o
6100-001-464—Drug & alcohol abuse prevention  First Offénder Program 13,000
: Evaluation o
6100-001-687—Donated food distribution Donated Food Revolving -+ - 14,380,000
6100-001-862—Child care facilities - State Child Care Facilities - - 7159,000
6100-001-890—Federal support Federal Trust .- .. .. . 187,759,000
6100-006-001—Special schools . General s T 38,618,000
6100-007-001—Special schools student transporta- General . L 495,000
tion p .
6100-011-001—Library support - ' ‘ General . . 10,658,000
6100-011-890—L.ibrary federal support : Federal Trust o 1,380,000
6100-015-001—Instructional materials warehousing ~General o 294,000
and shipping R » :
6100-021-001—Child nutrition administration General S T 574,000
6100-101-001—School apportionments General ) 8,050,630,000
6100-101-814—Lottery revenues i - 'California State Lottery Ed- 492,951,000
: ucation : . . e
6100-101-890—Federal block grant Federal Trust . - . 39,266,000
6100-102-001—Regional Occupational Centers/ General ' . . 911,816,000 .
Programs . )
6100-106-001—County schools General S < 99,043,000
6100-109-001L—High school pupil counseling * General : 7,603,000
6100-111:00]—Home-to-school | transportatlon General - :291,948,000 -
6100-113-001—Class size reduction Lo General ' , ; 60,000,000
6100-114-001—Court-ordered desegregation ‘General . 967,803,000
6100-115-001—Voluntary desegregation -General : 55,815,000
6100-116-001—School Improvement Program General . 224,865,000
6100-117-001—Educational assistance General o 72,265,000
6100-118-001—Vocational education student orga-  General . 500,000
nizations
6100-119-001—Specialized secondary schools/fos-  General 2,922,000
ter youth services
6100-120-001—Pupil dropout prevention General 14,750,000
6100-121-001—Economic Impact Aid General 106,157,000

6100-128-001—Intergenerational education General 165,000
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6100-128-890—Math & science teacher training
grant
6100-136-890—Federal ECIA Chapter 1
6100-141-890—Migrant education
6100-146-001—Demonstration programs in read
ing and mathematics
6100-151-001—American Indian Education Cen-
ters
6100-156-001—Adult education
6100-156-890—Federal adult education
6100-158-001—Adults in correctional facilities
6100-161-001—Special education
6100-161-890—Federal special education

6100-162:001—Alternatives to special educatlon »

6100-166-001—Vocational education
6100-166-890—Federal vocational education
6100-167-001—Agricultural vocational education
6100-171-178—Driver training

6100-176-890—Refugee and immigrant programs
6100-181-001—Educational technology
6100-181-140—Environmental education

6100-183-001—Drug and aleohol abuse prevention
6100-183-464—Drug and alcohol abuse prevention

6100-186-001—Instructional materials, K-8
6100-187-001—Instructional materials, 9-12 .
6100-191-001—Staff development
6100-196-001—Child development
6100-196-890—Federal child development
6100-201-001—Child nutrition
6100-201-890-—Federal -child nutrition
6100-209-001—Commissions on professional
competence
6100-211-001—Library local assistance
6100-211-890—Federal library local assistance
6100-221-001—Public Library Foundation Pro-

gram
6100-224-344——Altematives to school construction

6100-225- 001—Schooll law enforcement partner-
ship -

6100-226- 001—Cost-of living adjustments
Reimbursements

—Prior-year balances available

—Unexpended balance, estimated savings

—Loan repayments .

—Loan repayment |,

—Department administration
—Local assistance
—School apportionments
—Diriver training
—Student tuition recovery-
Total
Funding Source: -
General
Special Account. for Capital Outlay
California Environmental License Plate
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Federal Trust 5,448,000
Federal Trust 294,266,000
Federal Trust 79,817,000
General 4,367,000
General 861,000
General 223,449,000 .
Federal Trust 8,557,000
General 1,923,000
General 1,049,586,000
Federal Trust 113,917,000
General " 640,000
General 7,200,000
Federal Trust 63,215,000
General - * . 3,000,000
Driver Tralmng Penalty As- [19,500,000]
sessment . .
Federal Trust 20,340,000
General 26,155,000
Environmental License © 604,000
Plate
General 177,000
First Offender Program - 250,000
Evaluation .
General 73,060,000
General 22,418,000
. General . 89,397,000
General 286,030,000
Federal Trust 2,140,000
General 38,592,000
Federal Trust 426,420,000
Geneéral 18,000
General 11,608,000
Federal Trust . 12,000,000
General 20,000,000
State School Building 15,000,000
Lease-Purchase '
General 150,000
General < 158,815,000
56,544,000
General 1,000,000
General —1,000,000
General —2,151,000
Special Account for Capital’ —113,000
Outlay
Special Deposit 1,173,000
Special Deposit 1,100,000
State School 12,500,000
" -State School : 19,500,000
Student Tuition Recovery 470,000
$13,291,941,000
$11,570,013,000
—113,000

604,000
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DEPARTMENT OF EDUCATION—Continued :
Driver Training Penalty Assessment 811,000

Private Postsecondary Administration ) ' 971,000
State School _ R 32,000,000
State School Building Lease-Purchase 16,090,000
First Offender Program Evaluation ] 263,000
- Donated Food Revolving ' 14,380,000
California State Lottery Education 492,951,000 .
State Child Care Facilities 159,000
Federal Trust ) ) 1,104,525,000
Special Deposit : 2,273,000
Student Tuition Recovery ] ‘ 470,000
Reimbursements 56,544,000
v ' ' , Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

School Apportionments

1. PERS Employer Contribution Rate. Reduce Item 6100-101- 921

. 001(a) by $26,100,000. Recommend reduction of $26.1 .. :
million in funding for school apportionments, to reflect an
anticipated reduction in PERS employer contribution
rates. Further recommend adoption of Budget Bill lan-
guage to require adjustment of school district revenue lim-
its to reflect the reduction in 1987-88.. - . ‘

2. Basic Aid. Reduce Item 6100-101-001(a) by $1,800,000. 923

. Recommend adoption of Budget Bill language limiting the
“amount of “basic aid” provided to high-wealth districts,
because provision of such aid is not necessary in order-to
comply with the requirements of the State Constitution.:
Consistent with this recommendation, recommend reduc-
tion of $1.8 million in funding for basic aid.

3. Summer School Funding. Recommend adoption of 928
Budget Bill language altering the funding formula for sup-~
‘plemental summer school programs, in order to accommo-
date demand for these programs more effectively. :

4. Continuation High Schools. Recommend enactment of 931

' legislation establishing a separate revenue limit for con-
tinuation high schools, because such a funding system
would be more rational and equitable than the existing
system. '

‘5. Continuation High School Effectiveness. Recommend = 934
adoption of supplemental report language directing the
State Department of Education to evaluate the influence
of instructional materials and curriculum on continuation -
high school programs, because data suggest that program

. quality is significantly affected by these factors. »

"6. Apprenticeship Programs. Withhold recommendation on - 935

-+ $2,721,000 requested from the General Fund for these pro-

grams, pending receipt of information on actual, current-
. year participation rates.

7. Meals for Needy Pupils COLA. Reduce Item 6100-226- 939
001(a) (3) by $495,000. Recommend (1) reduction in
order to provide program with a cost-of-living adjustment
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(COLA) equal to that provided for general purpose reve-
nue limits and (2) adoptlon of corresponding Budget Bill
language.

8. State Appropriations Limit Language. Recommend dele- - 939
tion of Budget Bill language specifying the amount of state :
revenue limit funding subject to the state’s appropriations
limit, because the provision is unnecessary.

9. Lottery Revenues Budget Update. Recommend that the 943
Department of Finance provide new estimates of lottery
revenues for the budget year, as part of the May Revision.

Program Relating to ‘Classroom Instruction v :

10. Class Size Reduction/Educational Assistance. Reduce Item 946
6100-113-001 by $60,000,000 and Item 6100-117-001 by $72,-
265,000. Recommend rejection of “the Governor’s pro-
posal to divert funding for specified categorical programs
for the purpose of funding the reduction of class sizes in
grade 1, because it fails to ensure that the state will contin-
ue to meet the specrahzed needs of 1dent1fied groups of
students.

11. School-Based Program Coordination. Recommend adop-~ 949
tion of supplemental report language directing the State -
Department of Education to conduct a study to identify
factors which are impeding school participation in the .
School-Based Program ‘Coordination Act. '

12. Institute of Computer Technology (ICT). Recommend 952
adoption of Budget Bill language authorizing the ICT to
use up to $50,000 for the purposes of disseminating the
computer technology curriculum that it developed pursu-
ant to SB 356. (Ch 1516/85).

Programs Relating to Teaching and Administration _

13. Classroom Teacher Instructional Improvement Program 958
(CTIIP). Reduce Item 6100-191-001(d) by $1,300,000..
Recommend reduction because sufficient unused funds ex-
ist from prior year appropriations to fully support the pro-
gram in the budget year. Consistent with . this
recommendation, recommend reappropriation of unused
balances from spec1f1ed years. .

14. Bilingual Teacher Training Program. Recommend that - 959
Budget Bill language be amended to redirect an additional
$39,000 from CTIIP to fund a cost-effectiveness study of
bilingual teacher training programs.

15. School Business Personnel Staff Development Program 960
Withhold recommendation on $250,000 requested from the
General Fund, pendmg receipt of a budget proposal for the
program, :

Special Education

16. Exemplary Specml Education Programs Evaluatlon .- 965
Withhold: recommendation on $500,000 from the General .. -
Fund for an evaluation of these programs, pending submis-
sion by the State Department of Educatlon of an initial,
long-range evaluation plan.

17. Infant Programs. Withhold recommendatlon on a total of 967
$3 million requested from the General Fund and the Fed-
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18.

21.

23.

25.

19.

20.

22.

24.

26.

eral Trust Fund for expansion of infant prograrms, pending
receipt of additional information on the degree of unmet
demand for these programs.

Infant Aides. Reduce Item 6100-161-001 by $1,607,000.

Recommend reduction in General Fund support for aides
in handicapped infant programs, because the amount of
funding proposed for this purpose exceeds the amount
needed to meet statutory requirements.

Awareness Program. Reduce Item 6100-161-001 by $500,000.
Recommend deletion of funds for dissemination of the

Awareness Program, because no data have been subrmtted -
documenting the program’s effectiveness. .

Low-Incidence Equipment. Reduce Item 6100- 161-001 by

$5,200,000. Recommend (1) reduction of funds for
equlpment for pupils with low-incidence disabilities, in or- .

der to accurately reflect the ongoing needs for such fund-
ing and. (2) adoption of Budget Bill language spe01fy1ng

that funds are primarily for maintenance of existing equ1p-,

ment inventories.

Special Education Funds Transfer. Wlthhold recommen-

dation on Budget Bill language transferring $8.1 million
from special education to the Departments of Mental
Health and Social Services, pending receipt of Auditor
General’s report on levels of local expenditures for
noneducational services.

Model Transition Program. . Withhold recommendation
on $1 million requested frorn federal funds for a special
education “model transition program,’ > pending receipt of
a report on the program’s accomphshments and proposed
objectives. .

Compensatory Education Programs -

Economic Impact Aid (EIA). Augment Item 6100-121-001
by $90,795,000. - Consistent -with- recommendation re-
garding Goverrior’s proposed Class Size Reduction and

Educational Assistance programs, recommend (1) con- -

tinued funding for this program at its current level and (2)
adoption of Budget Bill language consistent w1th that pro-
vided'in the current year. '

EIA: State Compensatory Education. Recommend adop- .
tion of supplemental report language directing the State ™

Ttern 6100

968

970

971

973

973

917

978

Department of Education to develop and submit a detailed -

plan and funding proposal for a‘comprehensive evaluation

of the program.
Bilingual Education Optlons Recommend adoption of

981

supplemental report language directing the State Depart- -

ment of:Education to develop:and submit a detailed plan
and funding proposal for a comprehensive evaluation of
the success and cost-effectiveness of various b111ngual edu-
cation program options.

Miller-Unruh Reading Program. Augment new Item 6100- -
126-001 by $19,869,000. Consistent with recommenda-
tion regarding Governor’s proposed Class Size Reduction’

983
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27.

28.

29.

30.

31

and Educational Assistance programs, réecommend (1)
continued funding for this ﬁrogram at-its current level and
(2) adoption of Budget Bi language consistent with that
provided in the current year.
Miller-Unruh Reading . Program Goals. Recommend
adoption of supplemental report language directing the
State Department of Education to develop rules and regu-
lations and a system for allocating funds to ensure that the
program focuses on the prevention and correction of read-
ing disabilities.
Miller-Unruh Reading Program Evaluation. - Recommend

adoption of supplemental report language directing the

State Department of Education to develop and submit a
detailed plan and funding proposal for a comprehensive
evaluation of the program’s effectiveness.

Native American Indian Education Program. Augment

new Item 6100-131-001 by $365,000. Consistent with rec- -

ommendation regarding Governor’s proposed Class Size
Reduction and Educational Assistance programs, recom-
{nenld continued funding for this program at its current
eve

Native American Indian Education. Program Evaluation.
Recommend adoption of supplemental report language di-
recting the State Department of Education to develop and
submit a detailed plan and funding proposal for a compre-
hensive evaluation of the effectiveness of this program.
Refugee and Immigrant Programs. Withhold recommen-
dation on $20,669,000 requested from federal funds for this
program, pendlng receipt of a revised budget.

School Desegregation

32.

Funding Requirements. Withhold recommendation on
$323,618,000 requested from the General Fund for reim-
bursement of court-ordered and voluntary school desegre-

gation . costs, pending: completion of . Department of
Finance task force report.

Other Specialized Education Programs

33.

34.

35.

36.

Gifted and Talented Education (GATE) Augment new
Item 6100-124-001 by $21,236,000. Consistent with rec-
ommendation regarding Governor’s proposed Class Size
Reduction and Educational Assistance programs, recom-
inenld contlnued funding for this program at its current
eve

Specialized Secondary Schools. Recommend adoption of
Budget Bill language allocating a portion of proposed fund-
ing to evaluation purposes. Further recommend that the
State Department of Education submit an evaluation plan
and budget proposal, in order to determine an appropriate
amount to allocate for this purpose.

Federal ECIA Chapter 2 Block Grant Funds. Withhold
recommendation on a total of $47,903,000 requested from

-federal funds, pendm%lreceipt of an expenditure plan.

Driver Trammg Withhold recommendation on $19,500,-

985
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988
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995

996

997

998
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000 requested from the Driver Training Penalty Assess-
ment Fund, pending review of (1) the program’s current-

year deﬁmency, and (2) new rules and regulations govern-

ing competency-based drlver education programs.

Ancillary Suppori for K-12 Education )

37. Emergency- Classrooms. Recommend enactment of ur-
gency legislation to increase from $15 million to $35 million
the State Allocation Board’s maximum authority to allocate
funding resources for this program, in order to meet de-
mand for emergency classrooms.

38. Year-Round School Incentive Payments Reduce Item
6100-224-344 by $8 million. -Recommend amendment of
proposed Budget Bill language to (1) reduce the amount
of incentive payment provided to school districts, because
the payment level specified would exceed the costs avoid-
ed by the state and (2) clarify that funds are only for pay-
ment of incentives earned based on eligibility during
1987-88. Further recommend an. $8 million reduction in
funding for year-round school incentive payments
propci)sed from the State School Building Lease-Purchase
Fun

39. Alternative Financing Handbook Recommend adoptlon
of supplemental report language directing Department of
General Services to publish a revised version of the State

Allocation Board’s “Alternative Financing Handbook 7 be- .

cause-the current version is. outdated.

40. Child Nutrition. Withhold recommendation on $39,-
335,000 requested from the General Fund for the State
Child Nutrition and Pregnant/Lactating Minor Child pro-
grams, pending receipt of additional information on the
projected number of meals and nutrition supplements to
be served.

41. Child Nutrltlon COLA. Recommend amendment of

Budget Bill language to ensure the proper calculation of-

base level funding for the program in 1988-89. "

Non-K~12 Education Programs S

42. Child Care Services—GAIN Impact. Withhold recom-
mendation on $252,353,000 requested from state and fed-
eral funds for child care local assistance, pending receipt of
a revised estimate of the reimbursements expected from
the Department of Social Services for child care services
provided to GAIN participants. - :

43. Child Care Staffing Standards. Recommend deletion of
proposed Budget Bill language permitting center-based
child care and development programs administered by the
State Department of Education to operate pursuant to Ti-
tle 22 regulations, because the language implements a ma-
jor policy change that is more appropriately addressed
through separate legislation.

44. Child Care Capital Outlay. Augment Item 6100-001-862
by $53,000. Recommend augmentation from the State
Child Care Facilities Fund to support State Department of

1006
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1015

1017

1017

1020

1022

1023
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Education administrative costs, in order to expedite proc-
essing of applications for child care facilities aid.

45. Adult Education Enrollment Growth. Recommend adop- 1029
tion of Budget Bill language (1) requiring districts receiv-
ing adult education growth funds to maintain existing
enrollment levels in basic skills and ESL courses and (2)- -
allowing growth funds to be shared with adult.education
programs operated by community college districts. ;

46. Adult Education Priorities Study. Recommend adoption. 1031
of supplemental report language requiring California Post- -
secondary Education Commission to conduct a review of
the need for continued state funding in adult education in
11 instructional areas specified in current law. . .

47. Adult Education COLA. Reduce Item .- 6100-226- 1032
001(b) (1) -by $4,131,000 and Item 6100-226-001(b) (2) by
$37,000. Recommend reduction in order to provide
adult education programs with a cost-of-living adjustment
l(COLA) equal to that provided general purpose revenue
imits. : ' ; :

48. Adult Education—GAIN Issues. Recommend adoption of 1033
Budget Bill language and supplemental report language in -
Item 6100-156-001 and Item 6100-102-001 to address techni-
cal issues related to the GAIN program.

State Department of Education ‘

49. Management Study Implementation Status. Recommend 1037
that the department report during budget hearings on -
steps it is taking to implement management study recom- .
mendations. relating to information resources manage-
ment. : '

50. Program Evaluations. Recommend enactment of legisla- 1040
tion requiring outcome-based evaluations of K-12 pro- =~
grams to be performed by outside contractors, in order to
ensure objectivity. Further recommend adoption of sup-
plemental report language requiring the SDE to submit a
proposed budget for its Program Evaluation and Research
Division for consideration during annual budget hearings,
in order to ensure that legislative priorities are adequately »
accommodated. -

51. California Assessment Program (CAP). Reduce Item 1045
6100-001-001 by $198,000. Recommend that funding for
development of additional 6th and 12th grade tests be used
instead to establish legislatively-required grade 10 test. . :

52. CAP Contracting Procedures. Recommend adoptionof (1) 1046
Budget Bill language requiring the SDE to award contracts
for CAP test maintenance through an Invitations for Bids
procedure, and (2) supplemental report language requir-
ing SDE to develop criteria for determining whic% method
it will use to evaluate contract proposals, because current

~ procedures may not ensure the lowest feasible contract
costs. . . . . ) R
53. Golden State Examinations. Reduce Item 6100-001-001 by. 1048
.$392,000. - Recommend that program be eliminated, be-
cause its costs far exceed:its likely benefits, for a budget-
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year savings of $392000 and a potential future General
Fund cost avoidance of $11.7 million (one time) and $12.4
mllhon (annually). :

Reversions ‘ '
54. School Apportmnment Fundmg Reduce Item 6100-161- 1054
001 by $12,949,000. Recommend amendment .of Budget
Bill language relatlng to reversion of school apportionment
funding to ensure that various education deficiericies will
be funged in accordance with current law, prior to rever-
sion. Further recommend deletion of $12.9 million request-
ed from the General Fund for the 1986-87 special
education deficiency, because this deficiency will be fund-
ed from the current-year surplus in school apportionment’
funding.
OVERVIEW OF K-12 EDUCATION ANAI.YSIS
Fiscal Impact of Recommendations. We recommend a net reduc-
tion of $62.7 million in the appropriations proposed for K-12 education.
These recommendatlons are summarized in Table 1.

Table 1

Summary of Legislative Analyst's
Recommended Fiscal Changes

- o 1987-88 , ‘
Activity : General Fund ~ Special Funds
School Apportionments—PERS Reduction . vvensesrenneee —$26,100,000 B
School Apportionments—“Basic Aid” : —1,800,000 -
Meals for Needy Pupils COLA —495,000
Class Size Reduction : g — —60,000,000
Educational Assistance Program S— —172,265,000
Classroom Teacher Instructional Improvement ...t —1,300,000
Special Education Infant Aides s T —1,607,000
Special Education “Awareness Program”......... . —500,000
Special Education Low-Incidence EGUIPMENt ...iccc.ivcucemmcermivimeemsecssocss - =5,200,000
Economic Impact Aid LA +90,795,000
Miller-UnruhReading -Program : +19,869,000
Native American Indian Education.... : +365,000
Gifted and Talented Education +21,236,000 . .
Year-Round School Incentives . o o —$8,000,000
Child Care Capital Outlay Administration . ; : R . .+53,000
Adult Education COLA.. reenesari i ©24168000 ..
California Assessmerit Program . : —198,000
Golden State Examinations —392,000
Special Education Deficiency (1986-87) i ‘ ; —12,949,000
Totals : : —$54,709,000 = —$7,947,000

As the table shows, we recommend $54.7 million in net reductions from
the General Fund and $7.9 million in net reductions from special funds.
The recommendations reflect:our findings that the budget contains funds
that are in excess of individual program needs. Any funds made available
by adoption of these recommendations could be redirected by the Leglsla-
ture to other education or noneducation priorities.

We are withholding recommendation on $710.8 million in' proposed
appropriations of state and‘federal funds. Of this amount, we withhold
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recommendation on $707.1 million because more-accurate data on funding
needs will be available by the time of budget hearings. We are withholding
recommendation on the remaining $3.7 million because, at the time this
analysis was prepared, the Department of Education and 'the Department
of Finance had not provided the Legislature with the 1nformat10n needed
to analyze the associated budget requests.

Our analysis of K-12 educatlon is orgamzed as follows

OUTLINE OF THE K—12 EDUCATION ANALYSIS

. Item Number Analyszs Page
GENERAL PROGRAM STATEMENT : : . 910

OVERVIEW OF BUDGET REQUEST eevenes . 911
1. K-12 Revenues : i : 911
2. Significant Program Changes T . 912
3. Ten-Year Funding History v . 915
ANALYSIS AND RECOMMENDATIONS | e : - 918
1. Direct Support for K~12 Education o o © 918
A. General Education Programs 918
1. General Purpose Revenue Limits werirengiginnmnenies - 0100-101-001 and -
. . . 6100-106-001 919
2. Urban Impact ‘Aid/Meade Aid o { - 940
3. Small School District Transportation. Aid .............c..: semsennsnnnnte6100-101-001 (c) 941
4. Lottery Revenues 6100-101-814 942
B. Specialized Education Programs 945
1. Programs Relating to Classroom Instruction - c 945
* School Improvement Program : Eiueiesbes 6100-116-001 : 946
* Instructional Materials e 6100-015-001, - o -
6100-186-001, and. -
I . ;. 6100-187-001. 946
* High School Pupil Counseling 6100-109-001 946
* Environmental Education ., 6100-181-140: - i " 946
* Intergenerational Education . . 6100-128-001 . - - . .946
a. Class Size Reduction/Educational Assistance........couune. 6100-113-001 -and o
T ) - . 6100-117-001 = . -. 946
b. School-Based Program Coordination .............esice fevsren - . 949
¢. Educational Technology Program we6100-181-001 -~ 951
d. Institute of Computer Technology .........ccurcmmressesssssns 6100-181:001 951
e. Demonstration Programs in Reading and Mathematics ... 6100-146-001 - .952
2. Programs Relating to Teaching and Administration : ) . 953
* Mentor Teacher Program 6100-191-001(b) - 954
* Teacher Education and Computer Centers ...owisncens 6100-191-001 (f) - . 954
* Administrator Training and Evaluation Program .. .. 6100-191-001 (a)- .. -~ 955
* School Personnel Staff Development ..........ersmssessseneis - 6100-191-001 (c) 955
* SDE/CSU Minority Underrepresentation and L
. Teaching Improvement Program 6100-191-:001(h) . - 955
* California International Studies Project......cccmmne 6100-191-001 (i) - 7955
* Math and Science Teacher Training Grant ... - 6100-128-890.. . - - 935
a. K-12 Education Staff Development Study .........ccconssennns . - 956
b. Classroom Teacher Instructional Improvement Program  6100-191-001 (d) 957
-..c. Bilingual Teacher Training Program ... 6100-191-001 (e) 959
d. School Business Personnel Staff Development . 6100-191-001(g) - ‘960
3. Special Education . e < 961
* State Special Schools \ : 6100-006-001 ... : ... 961
* Special Schools Transportation i: - 6100-007-001 - . 961
" * Alternatives to Special Education . 6100-162-001 . 961
a. Master Plan for Special Education .........orsscsssenns :6100-161-001 962
b. Federal Public Law 94-142 ; 6100:161-890 C 973

4. Vocational Education Programs 974
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* Regional Occupational Centers and Programs ........... .
Vocational Education: Student Organizations ..
Specialized Vocational Education Programs

* * X ¥ *

School-Based Programs
Federal Job Training Partnership Act/Project Work Abili-

5. Compensatory Education Programs
* ECIA Chapter 1

* American Indian Education CEnters ...

a. Economic Impact Aid

b. Miller-Unruh Reading Program

¢. Native American Indian Early Childhood Education Pro-
gram

*d. Refugee and Immigrant Programs ...
6. School Desegregation

7. Other Specialized Education Programs
* Pupil Dropout Prevention and Recovery ...
* Foster Youth Services )
* Drug and Alcochol Abuse Prevention Program ...

School/Law Enforcement Partnership Program..............

Gifted and ‘Talented Education
Specialized Secondary Schools
Federal Block Grant (ECIA Chapter 2) .......coomnreovererrsenne

oo *ox

-

Driver Training
II. Ancillary Support for K-12 Education
A. Transportation :
* School Bus Driver Instructor Training Program ..................
* Small School District Bus Replacement .........iivmmuicoscniivns
Home-to-School Transportation ;
B. School Facilities Programs
1. School Facilities Aid..
2. Year-Round Schools/Alternatives to School Constructlon -
3. School Facilities Plannmg Unit i
C. Child Nutrition
* Nutrition' Education and Training Projects ...
"~ * Federal Child Nutrition Program
State Child Nutrition Program
III. Non-K-12 Education Programs -
A. Child Development
1. State Preschool Programs
2. Child Care Programs

B. Adult Education
7 * Federal Adult Basic Education Act
* Adults in Correctional Facilities
State K~12 Adult Edvication Program ...
C. Office of Food Distribution et
1IV. State Department of Education T
A. Overview of the State Operations Budget........c.ccourevrrsucssssnonn

Agricultural Vocational Education Incentivé Program ....-

Commissions on Professional Competence.............uiun oo

6100-102:001

.- 6100-118-001

6100-166-001
6100-167-001
6100-166-890

6100-166-001

6100-136-890 and
6100-141-890
6100-151-001..

© 6100-121-001

6100-176-890
6100-114-001 and
6100-115-001 -

6100-120-001
6100-119-001 (a)
6100-001-464,
6100-183-001, and
6100-183-464
6100-225-001
6100-209-001

6100-119-001 (b)

6100-001-890 and

6100-101-890
6100-171-178

6100-001-178
6100-111-001(b)
6100-111-001 (a)

6100-224-344

6100-001-344

6100-021-001
6100-201-890
6100-201-001

6100-196-001 (2)
6100-001-862,
6100-196-001 (b)
and 6100-196-890

6100-156-890

- 6100-158-001

6100-156-001°
6100-001-687 -

6100-001-001 and

6100-001-890

Item 6100

L U975
975

975
975
975
976

977
983

987
989

991
- 994
994
994

995
995
995

996

998
999

999
1000
1000
1001
1008
1015
1016
1016
1016
1017
1018
1018
1018
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B. Implementation of Management Study. Recommeéndations.... s w1087
C. Improving the Quality of Program Evaluations..........creen 1040
D. Pupil Assessment ‘ 1045
1. California Assessment Program ............5......x i 1045
2. Golden State Examinations........i: e eresnneii 1048
. E. Private Postsecondary Education Division. i....i.iu.comermimmssssrees 6100-001-305 1050
V. State Library . 6100-011-001,
6100-011-890,
6100-211-001,
6100-211-890, and
6100-221-001 1051

* Asterisk denotes an item for which we recommend approval as budgeted and, accordmgly, do not discuss
_ in detail elsewhere in Ana]ysrs

“Table 2 displays total fundlng proposed in 1987—88 for each of the K-12
education categories shown in the outline. (As used in this analysis, the
term “K-12 education” includes all programs shown-in Item 6100, contri-
butions to the State Teachers’ Retirement System, and funding. for school
fac111t1es) The table shows that the Governor’s Budget proposes $19.8
billion in total funding for K~12 education—$12.2 billion from the state
General Fund, $982 million from state special funds, $5. 3 bllllOIl from local
revenues, and $1.3 billion from federal funds:-

The table also show that the $19.8 billion is d1str1buted as follows

o Direct Support for K-12 Education—$17.3 billion (88 percent of the
total). General education programs (including school apportion-
ments) account for $13.8 billion of this amount, while specialized
education programs. (so-called “categorical”™ programs) account for
the remaining $3.5 billion.

o Ancillary Support for K-12 Educatzon—$1 8 billion (9 percent of the
total). Programs in this category include transportation,. school facili-

. ties, and child nutrition. -
« Non-K-12 Education Programs—$551 million (3 percent of the total).
- Programs in this category include child development, adult educa-
~‘tion, and the Office of Food Distribution wrthln the State Department
of Education.

e State Department of Education state operations (excluding the state
special schools, the Office of Food Distribution, and the State Library)
—3$81 million (less than 1 percent of the total)

_s ‘State Library operations and aid to local hbrary dlstncts——$56 million

(less than 1 percent of the total).

This table, and the expenditure tables Wthh follow have not been
adjusted to- reflect any potential savings in 1986-87 that may be achieved
in response to the Governor’s December 22, 1986 directive to state agen-
cies and departments to reduce General Fund expendltures

GENERAL PROGRAM STATEMENT

In 1987-88, approximately 4.7 million students will attend pubhc ele-
mentary and secondary schools in 1,028 elementary, high, and unified

‘school districts. Student attendance in‘these districts'is expressed in terms

of “ADA” (average daily attendance); which is defined as the average
number of pupils that actually attend classes for at least the minimum
school day, plus the average number of puplls havmg a valid excuse’ for
bemg absent from school v
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Table 2 -
Total Revenues for K-12 Education
By Type of Expenditure
1987-88
(dollars in millions)

1. Direct Support for K-12 Education
A. General Education Programs
1. School and county revenue limits.............

2. Local miscellanecus revenues.....
3. Contributions to STRF & PERS .
4. Other General Educationi Programs........

“ Subtotals, General Education Programs

B. Specialized Education Programs
1. Programs Relating to Classroom Instruc-

State
General ~ Special
Fund  Funds  Local  Federal Total
$8277.9 $135 $3,1654 — $11,4568
=~ 12468 — 1,468
553.0 — - = 5530
—  4930° - — $57.1 550.0 -

- $8,8310 $5064 $44122  $57.1° $13,.806.7

$06 . L—  —  $4043

“ton - $493.7
2. Programs Relating to Teaching and ‘Ad- - . . .
ministration ; . 894 — — - $54 94.8
3. Special Education 1,106.8 — .$5506 1139 1,771.3
4. Vocational Education Programs............. 215.9 - =% 832 . 2191
5. Compensatory Education Programs ...... ~ = 107.0 — 7 = ‘3944 5014
6. School Desegregation .........uwmiionions -323.6 — — — - 3236
7. Other Specialized Education Programs.. 180 - 198 — 393 - 770
Subtotals, Specialized Education Pro- o i . '
. gram i © $2,3545 $204 - $550.6 ¢ $616.3 - $3,541.7
Subtotals, Direct Support for K-12 Educa-: - S E
tion ... $11,185.5 $526.8 $4,962.8 . $673.3 .$17,348.4
1I.. Ancillary Support for K-12 Education : PRI : .
A. Transportation ; - $2919. —_ —  $1000 - $3919
B. School Facilities Programs ... 938 $4362  $359.1 135 902.6
C. Child Nutrition ' . 393 @ — — 4264 465.8
Subtotals, Ancillary Support for K-12 Educa- R TR
. tion e e $4925.1 $4362  $359.1 . $539.9 $1,760.3
ML Non-K-12 Education Programs L oo
A. Child Development..........mmmmmnn. T $286.0 — — %1 $288.2
B. Adult Education ’ o 2393 — = 86 18
C. Office of Food Distributiont........vssemenes - $44 - — —_ 144
D. Private Postsecondary Assistance ............. = 04 — — . 04
Subtotals, Non-K-12 Education Programs.....”” - $525.3° $14.8. — $10.7 - $550.8
V. State Department of Education®? .................. e $38.7 "$4.3 —- $318 $80.8
V. State Library rvins ; - $42.3 —_ — 3134 $55.6°

TOTAL REVENUES FOR K-12 EDUCATION .. $12,2169 $982.1 $53219 §$1275.1 . $19,795.9

2 Includes lottery revenues. - . .
b Excludes state special schools, Office of Food Distribution, and State Library.

Table 3 shows K-~12, adult, county, and ROC/P- attendance figures for
the prior, current, and budget years. As the table indicates, the attendance
level for 1987-88 is projected to be 2.1 percent above the 1986-87 level.

The state provides assistance to local education agencies through ap-
proximately 60 general and categorical aid programs. The K-12 education
systemn is administered by the State Department of Education (SDE), 58
county offices of education, and 1,028 school districts. The department has
2,602.5 personnel years in the current year to staff departmental opera-
tions, the state spécial schools, and the State Library. '
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" Table 3
, _K-12 Education : ,
- .Annual Average Daily Attendance. (ADA) in
-+ California Public- Schools i
1985-86. through 1987-88 P

; : Change
Actual "Est. Prop. ' from 1986-87

o “1985-86 1986-87 1987-88 Amount - Pércent
Elementary (i 2,873,504 2,980,849 3,092,191 " -111,342 - 37%
High School e 1315259 . 1,333,782 1,311,344 —22438° - —1T
Adult Education............ 168900 - . 172,600 176,110 3510 20 .
County ... ' X 18230 - 19647 - . 21,385 1,738 88
Regional Occupational Centers and ‘ ’ v

Programs ......ccoeevenmsesnns SRS . 96,230 97,850 99,480 1,630 17

*, Totals : 4,472,123 " 4,604,728 4,700,510 95,782 2.1% -

Source: Depafhnent of Finance. ‘ e - :
Also includes estimates of ADA for supplemental summer school which is funded on an hourly basis. -

OVERV-EW OF THE BUDGET REQUEST
1. K-12 Revenues co : , ' ' ,
The budget proposes that $19.8 billion be made available to support
California’s K-12 schools in 1987-88. This is an increase of $477 million, or
2.5 percent, over the amount provided in the current year. Table 4 dis-
plays total revenues for K~12 education in the prior, current, and budget
years.
Table 4
Total Revenues for K-12 Education
1985-86 through 1987-88
o (dollars in millions)

Change
. Actual Est. Prop. from 1986-87
1985-86 1986-87 1987-88 Amount  Percent
State: . C . < s
General Fund * $11,006.2 $11,9523 - $12,1231 - $1707 - 14%
Special funds® ..... 4838 50.7 529 22 43
Subtotals, State $11,055.0 $12,003.0 $12,176.0 $172.9 14%
Local: )
Property tax levies © ...orevercniones $3,1947 $3,434.6 $3,7160. - $281.3 © 89%
Subtotals, State and Local ... $142407 8154377 $I58919 ' $4543 29%
Other: p
Federal 4 $L1158  $1,2629 $1,275.1 $12.2 10%
State capital outlay ©...........ccomusmrrnns 552.4 682.4 530.0 ~1524 —-22.3
Local debt service.... 391.3 3787 3591 . -196 -52
Local miscellaneous .... 1,084.1 1,162.6 1,246.8 842 . 12
Lottery fund ... 558.4 3946 493.0 L9984 . 249
Subtotals, Other ..........cconvemmrsnsnnnns $3,702.0 $3,881.2 $3,904.0 . $228 0.6%
Totals $17,951.8 $19,3189 $19,795.9 $477.0 2.5%

? Includes contributions to the State Teachers’ Retirement Fund; excludes capital outlay.”
b Includes the State School Fund, Donated Food Revolving Fund, and others.
¢ Includes state property tax subventions. .
9 Includes Federal Impact Aid (PL 81-874) which is not shown in the budget.
¢ Includes General Fund; Proposition 1, Proposition 26, and Proposition 53 bond funds; and tidelands
revenues for capital outlay.
Governor’s Budget estimates.
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The budget proposes that the General Fund provide $12.1 billion in
support for K-12 education, and that other state funds provide $52.9 mil-
lion. (These amounts do not include funds for capital outlay or revenues
from the state lottery.) Thus, the total amount proposed from state sources
for K~-12 education in 1987-88 is $12.2 billion—an increase of $172.9 million,
or 1.4 percent, over the current-year level.

Local property tax levies will provide $3.7 billion for K-12 education in
1987-88—an iincrease of $281.3 million, or-8.2 percent, over the current-
year level. Thus, state and local revenue sources, combined, will provide
a total of $15.9 billion for the state’s K-12 public schools in 1987~-88—an
increase of $454.3 million, or 2:9 percent, over state and local revenues.in
1987-88. " S

Other revenue sources are expected to contribute an additional $3.9
billion to support K-12 programs in the budget year. This amount is com-
posed of (1) $1.3 billion in federal funds, (2) $530 million in state funds for
capital outlay, (3) $359 million in local property taxes used to retire voter-
approved indebtedness, (4) $1.2 billion in miscellaneous revenues from
the sale and rental of district property, interest earned on cash deposits,
cafeteria income, and other local revenue sources, and (5) $493 million
from the lottery. . . ‘

2, Significqhi Program Changes in 1987-88
_ Table 5'shows the components of the $477 million net increase in total
support proposed for California’s K-12 public schools in 1987-88. The most
significant £1anges include: } ‘
Table 5 ..
K-12 Education - .

Proposed 1987-88 Budget Changes
{dollars in millions)

Fanding Sources
s . - General Special*  Local®  Federal — Totals
1986-87 Expenditures (Revised) ... $11,9608  $1,1192 $49759 $1.263.0 $19,3189
1. Changes Needed to Maintain Existing - o . B :
Base: : o . :
-ADA Increase (2.1 percent) € ..ccmeemrnnn 2614 .. — - — 261.4
Statutory enrollment growth: '
- Adult education (2.5 percent) ...........cines. 53, - — - - 5.3
" Statutory inflation adjustments: , o
- K-12 apportionments (2.2 percent)........ 2592 - — — - 259.2
Other programs with statutory COLAs 65.8 — — — 658
Increase in local property taxes ............. —281.3 — 261.7 — . -196
Adjustment for apportionment “loan : o i
repayment” in 1986-87 (Ch 790/86) .. 37 — — - %7
Contributions t6 State Teachers’ Retire-
ment Fund 25 — — — 425
Decreased unemployment insurance cost —144 — — — —144
Fully fund school desegregation ................. ’. 50.5 = — — 50.5
“Fully fund spécial education deficit.. 05 i« — - 12.5 13.0
Year-round school incentives —3.6 15.0 - — 114
9 . — — —~10
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School facilities aid — 1628 . — 888 ° —9516
State lottery revenues .........owmmmmmminn -, 98.4 — .= 98.4
Local miscellaneous revenues . = - 84.2 - 84.2
Elimination of one-time funding -12.2 —_ - -30. -152
-Other ‘baseline changes ... viurmomsririsss - —168 03 - 0.1 ~96 —261

Subtotals, Changes to Existing Base.... ($479.5) (—$139.0) ($346.0) (—$88.9) -° ($597.5)
2. Program Change Proposals: MR

Reduce statutory COLAs: - : . )
K-12 apportionments.......mcossenns .- ~1206. - - — . —1296
. Other programs with statutory COLAs ~365 — - — —36.5
Eliminate Urban Impact/Meade Aid.......... . —433 - - = —433
Reduce funding for other categoricals ...... ~60.0 — - — —60.0
Class size reduction in ‘grade 1 ...oconieree 60.0 — = - 60.0
Special education proposals ... 66.0 R — 1.0 67.0
Fund 1986-87 special education deﬁmency : o
in 1987-88 : 13.0 — —_ — 13.0
Additional - targeted . adult education L .
growth funds ... 49 — - — 49
Vocational education JTPA match............. - .48 — — — 46
Underfund school desegregation ............... —~90.3 —_ - — ~90.3
" Eliminate funding for education mandates —21.0 — - — . =210
Schoolbus replacement ..........vwicssessrnisn — S — 100.0 .100.0
Other‘program change proposals.... : -11 19 0.1 0.1 10

Subtotals, Program Change Proposals (—~$2333) © ($1.9) ($0.1) -($101.1) (—$130.2)
3. Technical Budgeting Errors: - : :
School and county office of educatlon ap-

portionments . . =6.1 — C— — ~61
Special Education 16.0 - — — 16.0
Subtotals, Technical Budgeting Errors ($9.9) — = s = ($9.9)
1987-88 Expenditures (Proposed) ... $12,216.9 $982.1 $5,321.9 $1,275.1 . $19,795.9
Changes from 1986-87: - L : : # cei .
Amount $256.1 —$137.1 = $3460 $12.2 $477.1

Percent - C2l%  —123% | T0%  10%  25%

2 Includes state lottery revenues.
bTichides local miscellaneous revenues.
¢ Excludes adult education, shown separately below.

O undmg for the Growth in Average Da:Iy Attendance. An in-
crease of $271.6 million from the General Fund for new enrollment.

~ Average daily attendance (ADA) statewide is expected to increase by
a net 95,782 in 1987-88. This change reflects an increase of 111,342
ADA in grades K through 8, a decrease of 22,438 ADA in the state’s
high schools, an increase of 1 ;738 ADA in county offices of education,
and an increase of 3,510 ADA in the state’s adult education programs.

o Funding for Cost-of- Living Adjustments (Item 6100-226-001). An

. increase of $158.8 million from the General Fund to provide statutory
COLAs (2.2 percent for general education revenue limits and special
education) beginning January 1, 1988. This amount includes (1) $130.4
million for general education revenue.limits of K-12 districts: and
county offices and (2) $28.4 million for all other p rams with statu-

. tory.COLA’s. (The amount required to provide a full-year 2.2 percent
illdjustment to all programs that receive statutory COLAs is $325 mil-
on.)

o Increase in Local Property Tax Revenues. A net increase of
$281.3 million in property tax revenues, excluding levies for repay-
ment of voter-approved.indebtedness. This increase, however, does

_not result in additional revenues to school districts. Instead it reduces
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the General Fund cost of funding general education revenue limits on
a dollar-for-dollar basis. (Because debt levies are expected to decrease
by $19.6 million, total local property tax revenues show a net increase
of only $261.7 million. ) .

. BaseIme Adjustment for Repayment of School Apporttonment
“Loan.” An increase of $33.7 million from the General Fund as a
~one-time adjustment to reflect a reduced General Fund obligation in
1986-87 resulting from repayment of the school apportionment
“loan” provided in the 1985-86 deficiency bill, AB 3293 (Ch 790/86).

o Increases for Special Education. A net increase of $93 million in

~ state and federal funds for special education. This amount includes
(1) $26 million to fund a $13 million current-year deficiency and $13

. million to restore the budget-year base, 52) $42.9 million for pro
growth, (3) $20 million to fully restore aide entitlements in specia %rday

“.-classes and resource specialist programs, (4) $2 million for infant
programs, (5) $500,000 each for the Awareness Program and for pro-

- gram evaluation, and (6) $115 000 for the Early Intervention for
School Success Program

« ‘Decreases in School Desegregation Funding. A decrease of $39.8

. million in General Fund baseline funding to reimburse school districts
“for the costs of court-ordered and voluntary desegregation. (We esti-
mate that the amount proposed in the:-budget is $97.4 million below

" the amount needed to fully fund desegregation.)

o. Elimination of Urban Impact Aid and Meade Aid. A decrease of
-$43.3 million in General Fund support for these programs, which
provide additional general-purpose aid to eligible school distriets to
compensate them for the h1gher costs believed to be associated with
‘their urban settings. -

"o Funding Shift from Categorical Programs to Class Srze Reduction/
Educational Assistance Program. A diversion, over a two-year
period, of approximately $132 m11110n in funding from the Economic
Impact Aid-State Compensatory Education, Miller-Unruh Reading,
Native American Indian Education, and Gifted and Talented Educa-

- tion (GATE)-programs to fund a class'size reduction in- grade 1. In
1987-88, $60 million would be allocated for class size reduction, and
$72 million would be' provided as one-time “éducational assistance”
grants, to be:allocated by the Superintendent of Pubhc Instruction to
address high-priority needs of schools.

..o Elimination ‘of Funding for Education Mandates. A decrease of

- $21 million from the General Fund related to proposed leglslatlon that
will repeal or make optional 9 education mandates. ©

o Funding for School Buses. An increase of $100 million in federal

© funds from the Petroleum Vrolatlon Escrow Account for the purchase
of school buses.

e Increase in Lottery Revenues A $98.4 mrlhon 1ncrease in state

.+ lottery revenues. - -

& Othér Changes. Other chan es: affectmg the overall level of sup-

~port for K-12 education include (1) a net decrease of $241.2 million
in state and federal funding for school facilities programs (includin,
incentives for-year-round operations of schools), (2) an estimate
-increase of $84.2-miillion in:local miscellaneous revenies, (3) an in-

- ..crease of $42.5 million in General Fund' contributions to the State

- ‘Teachers’ Retirement Fund, (4) a decrease of $15.2 million to reflect
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the elimination of funding for various programs that was provided on
a one-time basis in 1986-87, and (5) a decrease of $144 million in
funding for school districts’ unemployment insurance in anticipation

of a reduction in the employer contribution rate from 0.3 percent to
0.1 percent of total school wages.

3. Ten-Year Funding History
a. Total K-12 Revenues

Table 6 and Chart 1 display total funding for K-12 educatlon by source,

for the 10 years 1978-79 to 1987-88. The pr1n01pa1 fundlng sources identi-
fied in the table are:

Chart 1

K-12 Education Revenues

By Funding Source (in bllllons)
1978-79 through 1987-88

$207 O Lottery Funds
1841 I Miscellaneous

O Federal Funds

164 E Local Funds?

144 B State Funds

12 -

78-79 79-80 80 81 81 82 82-83 83-84 84-85 85-86 86-87 87-88

2 Includes state property tax subventions.

e Local Property Tax Levies—revenues raised by the tax on real prop-
ert

. Sta}t’e Property Tax Subventlons—funds prov1ded by the state to
school districts in order to replace property tax revenues foregone
due to tax exemptions granted by the state, such as the homeowners
exemption and (in years prior to 1983—84) the business inventory
exemption.

o State Aid—revenues prov1ded frorn the General Fund and state spe-
cial funds.




Table 6 -
K-12 Total Revenues
1978-79 through 1987-88
(dollars in millions)

... Local State I S . Total Funding 1978-79 Dollars
" Property  Property Tax State = ‘Federal - Miscel:: ~Total Per  Percent  Per Percent
Tax Levies*  Subventions Aid® Aid “laneous® ~ Funding ADA ADA Change - ADA Change
$2,337.1 $241.5 $5,333.4  .'$962.3 - -$551.3 . $9425.6 4,271,181 $2,207 79%  $2,207 —-0.5%
2,000.0 180.0 69985 - .1,0004 . 7027 10,9816 4,206,150 2,611 18.3 2,360 6.9
2,166.2 2435 78664 1,545 9106 12,341.2 4,214,089 2,929 12.2 2415 2.3
2,674.1 2595 7 7,837.3 --1,0007 843.8 12,615.4 4,200,678 3,003 2.5 2,302 —47
2,675.3 9665 - 81007 9676 © 8540 '12,864.1 4,230,065 3,041 13 2,199 —45
2,869.5 1142 9,191.8 1,032.7 941.8 14,1500 4,259,631 3,322 9.2 2,297 4.5
3,192.9 112.4 10,4007 .. 1,0962 1,010.9 15,813.1 4,351,416 3,634 9.4 2,386 39
11985-86 (estimal . 3,483 103.7 < 11,6074 1,115.8 16425 . - 17,9518 4,472,123 4014 105 - 2,520 5.6
1986-87 (estimated) ... . 37080 105.3 12,685.5 1,262.9 1,557.2 19,3189 4,604,728 4,195 4.5 2,553 13
1987-88 (budgeted) ....ccconue. 3,968.3 106.8 . 12,7060..  1275.1° 1,739.8 19,7959 4,700,510 4211 04 2,472 -32
Cumulative Change - TR T ‘ v
Amount .... . $1,631.2 —8134.7 . $7,3726 $3128 ~ $1,1885 $10,370.3 429,329 $2,004 — - $265 —
Percent ...

69.8% —55.8% 1382% - 325% - 2156% 110.0% 10.1% %08% — 120% - —

Source: Financial Transactions of School Districts, Governor’s Budget (various years).

“Includes local debt. . . . :
b Includes all General Fund and special fund monies in Item 6100, contributions to the State Teachers’ Retirement System (STRS), and state capital outlay.
¢ Includes lottery revenues, combined state/federal grants, county income, and. other miscellaneous revenues.

d Adjusted by the GNP deflator for state and local government purchases. .

¢ Includes funds from.the Petroleum Violation Escrow Account for the replacement of school buses.
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o Federal Aid—all revenues received from the federal government.

o Miscellaneous Revenues—lottery revenues (shown separately in
Chart 1), combined state/federal grants, income from the sale of
property and supphes cafeteria revenues, interest income, and other
revenues..

Table 6 shows total funding for California’s K~12 public schools growing
from $9.4 billion in 1978-79 to $19.8 billion in 1987—-88-—an increase of $10.4
billion, or 110 percent, over the 10-year period. Since 1978-79, when
Proposition 13 and the state’s fiscal relief program established by ABS (Ch
282/79) first took effect, state aid from the General Fund and state spemal
funds has grown by 138 percent.

“The amount of support derived from local property taxes in contrast,
has increased by only 70 percent. Over this same period, state property
tax subventions have declined by 56 percent. The significant reduction in
state property tax subventions between 1982-83 and 1983-84 reflects the
elimination of funding for the business inventory exemption subvention
provided for in the 1983 Budget Act. (State apportionment aid to schools
was increased by an amount equivalent to its share of this subvention,
resulting in no net loss of revenue for K-12 education.) Of the five reve-
nue sources, miscellaneous income has shown the greatest increase since
1978-79 (216 percent). This increase is due, in part, to the addition of state
lottery revenues, beginning in 1985-86.

Chart 2

K-12 Education Funding Per Average Daily

Attendance in Constant and Current Dollars
1978-79 through 1987-88

Constant Current

$4,500 T Dollars? Dollars
4,000 + D
3,500 J.

7879 79-80 80-81 B1-82 82-83 83-84 84-85 85-86 86-87 87-88

2 As adjusted by the GNP deftator for state/local government.
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Average daily attendance (ADA) over the 10-year period grew 10.1
percent, from 4,271,181 to 4,700,510. This growth results from (1) an up-
turn in the school-age population that began in 1982-83 and- (2) expansion
gf ghe summer school program beginning in 1983-84, as authorized by SB

13. .

b. Revenues Pér ADA

Table 6 and Chart 2 display per-pupil funding levels during the 10-year
period, in both current and constant dollars (that is, dollars that have been
adjusted to reflect the effects of inflation on purchasing power). The table
and chart show per-pupil funding in current dollars growing by 91 percent
since 1978-79 (from $2,207 to $4,211). : ' o » .

If we adjust these expenditures for inflation, however, a different pic-
ture emerges. For 1987-88, the proposed per-pupil expenditure level, as
measured in constant dollars, is $2,472, or 12 percent, above the 1978-79
amount. Putting it another way, assuming enactment of the budget, the
purchasing power of K-12 funding per pupil in 1987-88 will be 12 percent
greater than it was in 1978-79. Under the budget proposal, however, fund-
ing on a constant dollar basis would actually decline from the amount
provided in the current year—from $2,553 to $2,472 per pupil—a reduc-
tion of $81, or 3.2 percent. ' -

ANALYSIS AND RECOMMENDATIONS
I. DIRECT SUPPORT FOR K-12 EDUCATION PROGRAMS

This section analyzes those programs which provide direct—as opposed
to ancillary—support for K-12 education activities, including both general
and specialized education programs. General education programs include
revenue limit funding for school districts and county offices of education,
Urban Impact Aid, and Meade Aid. Specialized education programs in-
clude (1) programs relating to classroom instruction (2) programs relat-
ing to teaching and administration, (3) the Special Education program,
(4) vocational education programs, (5) ‘compensatory education pro-
grams, (6) school desegregation, and (7) other specialized education pro-
grams. :

A. GENERAL EDUCATION PROGRAMS

We define general education support funds as those funds which can be
used at the local district’s discretion to provide services for all students and
which are not associated with any specific pupil services program. The
funds include general purpose revenue limits for school districts and coun-
ty offices of education, Urban Impact Aid, and othér miscellaneous funds
such as school meal charges, federal PL, 81-874 revenues, and state contri-
butions to the State Teachers’ Retirement Fund: -

As shown in Table 7, the budget proposes total .general education ex-
penditures (consisting of revenue limit funding and other expenditures)
of $14.3 billion in 1987--88. This is an increase of $567 million, or 4.1 percent,
over the current-year amount, and is composed of a $110 million increase
in General Fund support, a $358 million increase in revenues from local
sources, a $700,000 increase in support from the State School Fund, and a
$98 million increase in local funds from the state lottery.
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Table'7 -

~ K~12 Edugation

General Education Expenditures

1985-86 through 1987-88

(dollars in millions) o
Change

Actual Est. Prop. from 1986-87 .
1985-86  1986-87 198788 Amount Percent

A. General Purposé Revenue Limits:

K-12 districts * $10,361.4 - $11,263.4  $11,660.6 $397.2 3.5%
State (13493)  (80212) (8160.4) (1339) - (L7)
Local (30121) - (32362)  (35002) (264.0) (82)

County offices i ‘ 190.2- 2003 - 2192 9.9 47
State e, (922)  (1010) - <(1014)  (04) .  (04)
Local -~ (980)  (1083) .. (1I78) - (95) - (88)

Subtotals . $10,551.6 - $11,4727 - $11,879.8 -$407.1 3.5%
State : (T4415)  (81282) - (82618) = (1336) (16)

Local - ©H31101) - (3,3445) ¢ (3,6180) . (273.5) (82)
B.. Other General Educatlon i ’ ) : o :
Meals for Needy Pupils, Apprentice- -

ship Programs.. .. $26.4 . $306 $296 —-$10 . -33%
Federal PL 81-874... 57.1 . 511 571 . — -

* Urban Impact Aid ... 754 81 — 381  —1000
Meade Aid . " 104 5.2 — —5.2 —100.0
Small School District Aid ......coouieervuvives 19.9 100 - 100 —° —
Transfer to State Teachers’ Retirement o : .

Fund and STRS/PERS mandates 459.8 510.5 553.0 295 - 8.3
Education Mandates ........c.coeeecrveanereer 179 21.0 — =210 —100.0
Miscellaneous 16425 1,557.2 1,7398 1826 117

Subtotals $2,309.4 $2,229.7 $2,3805  $159.8 7.2%

Totals - $12.861.0  $13,7024 - $14,269.3  $566.9 4.1%
Funding Source: ‘ ' : R
General Fund, $8,032.6 ..  $8,730.9 $8841.0  $110.1 13%
State School Fund 178 .. 118 125 07 59
Federal funds 57.1 57.1 57.1 -
Local funds 41942 4507.1 4,864.8 357.7 79
California State Lottery Education Fund 5584 3946 . 4930 - 984 249
Special Account for Capital Outlay .......... —01 -01 —-01 — -
Special Deposit Fund. 10. L0 L0 - =

2 This total includes school districts’ local general fund contributions to special education and revenue
limit funding for students in special education special day classes
b Includes lottery revenues (Governor’s Budget estimates).

Within the total, the budget proposes $11.9 bllhon in general purpose
revenue limit fundlng for K-12 districts and county offices of education in
1987-88—an increase of $407 million, or 3.5 percent, over the amount
provided in 1986-87. State funds contribute 70 percent of this amount,
while local property taxes account for 30 percent. The remaining general
education expenditures are proposed at $2.4 billion in' 1987-88—an in-
crease of $160 million, or 7.2 percent, over the current-year level.

1. General Purpose Revenue Limits (ltems 6100-101-001 and 6100-106-001)

Under California’s system of financing schools, general education fund-
ing is allocated to school districts through a “revenue limit” system. Each
school district has a specific revenue limit per unit of average daily attend-
ance (ADA), which is based, in part, on the district’s historical level of
expenditures. The revenue limit represents the level of expendltures per
30—T75444
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ADA for which the district is funded through a combination of local prop-
erty taxes received by school districts and state General Fund aid. In
effect, the state provides enough funds to make up the difference between
each district’s property tax revenues per -ADA and its revenue limit per
ADA.

a. 1987-88 Budget Changes

Table 8 displays the changes from 1986-87 to 1987-88 in the amount
roposed from state funds for the general purpose revenue limits of K-12
gistricts and county offices of education. '

The table shows that in order to maintain the existing program, the
budget requires (1) a $253.3 million increase to fund additional ADA in
district and county office  of education programs, (2) a $281.3 million
reduction in General Fund costs resulting from an equivalent increase in
local property tax revenues, (3) a $259.3 million increase to provide a 2.2
percent statutory cost-of-living adjustment (COLA) for apportionments
to K-12 districts ($254.5 million) and county offices of education ($4.8
million), (4) a $33.7 million one-time adjustment to reflect a reduced
General Fund obligation in 1986-87 resulting from repayment of the
school apportionment “loan” provided in the 1985-86 deficiency bill, AB
3293 (CE 790/86), (5) a $700,000 increase to provide final-year equaliza-
tion adjustments to juvenile hall program revenue limits pursuant to AB
75 (Ch 1597/85), and (6) a $3.6 million increase due to a variety of other
changes. These baseline changes yield a net increase in state funding of
$269.3 million. :

Table 8

K-12 Education _
General Purpose Revenue Limits
Changes Proposed for 1987-88
State Funding
(dollars in millions)

1986-87 Expenditures (Revised) $8,128.2
A. Changes Needed to Maintain Existing Base: i
ADA increase ; . $253.3
Increase in local property taxes —281.3
Statutory inflation adjustments 259.3
K-12 districts : ($254.5) -
County offices (4.8)
Adjustment for apportionment loan repayment 1986-87 (Ch
790/86) : ‘ ‘ 33.7
_ Juvenile hall equalization (Ch.1597/85.......coovvrereemreemmrsssssescsins ' 0.7
Other baseline changes e : 36 '
- Total, Changes Needed to Maintain Existing Program ...... : $269.3
B. Budget Change Proposals :
‘Reduce Statutory COLAs... . . —1296.
Total, Budget Change Proposals : S
C. Technical Budgeting Errors: .
Underfund school district and county office revenue limits: : —6.1
Total, Technical Budgeting EITOrs ............cummmeesmmasssmsnes o . —$61

1987-88 Expenditures. (Proposed) _ , $8,261.8
Change from 1986-87: ' ' )

* Amount ’ . $133.6

Percent o . 16%

- —$129.6
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In addition to the baseline changes, the administration has made one
significant budget change proposal. The budget proposes to provide
COLAs for a half year only in 1987-88, thereby reducing the statutorily
required amount by $129.6 million, and the actual percentage increase to
1.1 percent. : , »

In addition, the budget underfunds the amount required for school
district and county office of education base revenue limits by an additional
$6.1 million. (The Department of Finance indicates that this results from
technical errors and that it will make the required adjustments to the
budget at the May Revision.) o .

.The total change in state support for K-12 apportionments (baseline
adjustments, program changes, and technical adjustments) is an increase
of $133.6 million, or 1.6 percent, over the 1986-87 level. This results in a
total appropriation (General Fund and state special funds) in 1987-88 of
$8.3 billion. » ; : :

. We recommend approval of the proposed funding shown previously in
Ta:lle 7 for the following program, which is not discussed elsewhere in this
analysis: .

« County Offices of Education (Item 6100-106-001)—$101,425,000 from
the General Fund for the general purpose revenue limits of county
offices of education. The budget proposes a net total of $219.2 million
in state and local funds for the support of county offices in 1987-88.

- Included in this amount is the Governor’s proposal to fully fund equal-
ization of juvenile hall’‘program revenue limits pursuant to AB 75 (Ch
1597/85). ,

b. Budget Fails to Recapture PERS Reduction “Windfall”

We recommend that the Legislature (1) reduce the General Fund ap-
propriation for school apportionments by $26.1. million to reflect an an-
ticipated reduction in PERS employer contribution rates and (2) adopt
Budget Bill Ianguage to require the adjustment of school district revenue
Iimits to reflect the reduction in 1987-88. (Delete Provision 6 in Item
6100-101-001, adopt corresponding Budget Bill language, and reduce Item
6100-101-001 (a) by $26,100,000.) L

In 1982-83, pursuant to Ch 330/82 (SB 46), the Public Employees Retire-
ment Board reduced employer contributions for . PERS paid by school
districts and county offices of education. In recognition of this cost reduc-
tion, the Legislature provided for a corresponding reduction in school
district and county office revenue limits in the 1982 Budget Act. The
Legislature has continued this reduction in subsequent Budget Acts or
trailer bills and, until the 1986 Budget Act, had also required the adjust-
ment of school district revenue limits to reflect any actual changes to the
PERS contribution rate in the prior year. (For example, in 1985-86, school
district revenue limits were adjusted to reflect any changes made to the
PERS contribution rate during 1984-85.)

Last year, while the Legislature was deliberating the 1986 Budget Bill,
the PERS Board announced a reduction in the employer contribution
rate, to take effect July 1, 1986. In recognition of this reduction, the Legisla-
ture reduced funding for school district apportionments by $38.1 million
and adopted language requiring the adjustment of 1986-87 school district
revenue limits to reflect changes made to the contribution rate in 1986-87.
Under past practice, adjustments would only have been made to reflect
changes to the contribution rate during 1985-86.

In 1987-88, the Governor’s Budget proposesto reduce appropriations to
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various other state agencies to reflect anothér anticipated reduction in the
PERS employer contribution rates, to take effect July 1, 1987. (This pro-
posal is described in greater detail elsewhere in this Analysis, under Con-
trol Section 3.60.) The Governor’s Budget does not propose, however, to
recapture savings in 1987-88 that will accrue to school districts as a result
of the rate reduction. Instead, the budget proposes to go back to the
practice; used prior to 1986-87, of adjusting school district revenue limits
only to reflect changes in the PERS rate during the ‘prior year.

Under the Governor’s proposal, therefore, school district revenue limits
in 1987-88 would only be adjusted to reflect changes in the PERS rate
through 1986-87, and would not reflect the July 1, 1987 PERS rate reduc-
tion. As a result, school districts would receive a one-time “windfall” in
1987-88 of approximately $26.1 million. , '

Because the anticipated PERS rate reduction will result in real savings
to school districts in 1987-88, we see no reason why the state should not
adjust revenue limits and the budget-year appropriation for school appor-
tionments to reflect school districts’ reduced need for funding. Such ‘a
reduction is consistent with legislative policy established last year. The
savings from this reduction could be directed to other high priority educa-
tion or noneducation programs. - .

. Therefore, we recommend that the Legislature reduce the amount
provided from the General Fund for school apportionments by $26.1 mil-
lion and replace Provision 6 of Item 6100-101-001 with the following:

“Notwithstanding any other provision of law, the county superintend-

ent shall reduce the total revenue limit computed pursuant to Section

42238 of the Education Code by the amount of the (ﬁecrea’sed employer

contributions to the Public Employees’ Retirement System resulting

from enactment of Chapter 330 of the Statutes of 1982, adjusted for any

- changes in those contributions resulting from subsequent reductions in

“employer contribution rates. ‘ ' ’

* The reductionshall be calculated as follows:

~ (a) Determine the amount of employer contributions which would

have been made in the 1987-88 fiscal year if the applicable Public
. Employees’ Retiremient System employer ‘contribution rate in ef-

-fect immediately- prior to the enactment of Chapter 330 of the

Statutes of 1982 were in effect during the 1987-88 fiscal year.

(b) Subtract from the amount determined in paragraph (a) the actual
amount of employer contributions made to the Public Employees’
Retirement System in the 1987-88 fiscal year. ,

(c) For the purposes of this provision, employer contributions to the

" Public Employees’ Retirement System for any of the following shall

“  be excluded from the calculation specified above:

(1) Positions supported totally by federal funds which are subject
. to supplanting restrictions. ;
" (2) Positions supported by funds received pursuant to Section
'42243.6 of the Education Code. . -
. (3) Positions supported, to the extent of employer contributions
" not exceeding $25,000 by any single educational agency, from
arevenue source determined on the basis of equity to be prop-

erly excludable from the provisions of this subdivision by the:

Superintendent of Public Instruction with the approval of the
Director of Finance. B v



Item 6100 K-12 EDUCATION / 923

(d) For accounting purposes, the reduction made by this provision may
be reflected as an expenditure from appropriate sources of revenue
as directed by the Superintendent of Public Instruction.”

c. Provision of “Basic Aid” Hinders Equalization Efforts

We recommend that the Legmlature adopt Budget Bill Ianguage limit-
ing the amount of “basic aid’ provxded to Iugh wealth” districts, because
(1) the provision of such aid is not necessary in order to comply with the
requrrements of the State Constitution; (2) providing basic aid is contrary
to the state’s policy of eliminating weaIth-reIated disparities in education
spendmg, and (3) basic aid funding is not, in general, critical to the annual
operations of high-wealth school dlstncts Consistent with this recommen-
dation, we further recommend that the Legislature reduce the amount of
fun()lmg for bas:c aid by $1.8 million. (Reduce Item 6100-101 -001 by $1,800,-
000.

‘Under California’s current system of fmancmg schools, general purpose
aid is allocated to school districts through a “revenue limit” system. Each
school district has a specific revenue limit per unit of average daily attend-
ance (ADA) which is based, in part, on.the district’s historical level of
expenditures. The school finance systemguarantees each school district an
amount of general purpose funds equal to its revenue limit times its ADA,
with this amount financed through a combination of local property taxes
(together with other, specified local revenues) and state aid.

In addition, Section 42238.1 of the Education Code requires the: Superln-
tendent of Pubhc Instruction to adjust the revenue limits of school districts
to compensate for inflation. This annual cost-of-living adjustment (COLA)
is determined by multrplymg the average revenue limit for. districts of
similar type .(elementary, high school, or unified) by a specified inflation
index (the Implicit Price .Deflator for State and Local Government Pur-
chases). All districts of a similar type receive the same flat dollar amount
as a COLA.

For most school dlStI’lCtS the amount of local property taxes recelved in
a year is not sufficient to fund the revenue limit guarantee amount. Thus,
the state provides-these districts with sufficient funds to make up the
difference between the guarantee and the amount of property taxes re-
ceived by the district.

For . 33. school . districts, however the amount of local roperty taxes
received exceeds the revenue limit guarantee. The state does not recap-
ture any of the excess amount—estimated by the Department of Finance
to be $26 million in 1987-88—and, in fact, adds to the excess by providing
these districts with additional funding in the form of state “basic aid.” The
provision of basic aid derives from the Legislature’s assumption that Arti-
cle IX, Section 6 of the California Constitution requires that each school
district receive general-purpose apportionment aid from the State School
Fund in an amount equal to the greater of $120 per ADA or $2,400.

Our review indicates that: G

« the provision of “basic aid,” in the manner authorized by the Legisla-

ture; is not constltutlonally required;

» the provision of basic aid is contrary to the state’s policy of eliminating

wealth-related disparities in education spending; an(i,

« basic aid funding does not appear to be critical to the annual opera-

tions of high-wealth school districts.

For these reasons (which are discussed in more detall below), we have




924 / K-12 EDUCATION Item 6100

DEPARTMENT. OF EDUCATION—Continved

recommended in the two previous editions of our Analysis of the Budget
Bill that the Legislature limit the amount of such aid provided to high-
wealth school districts. We continue to recommend that the Legislature
take this action.

Basi¢. Aid Not Constttutzonal]y Reqiiired. An opinion prov1ded by
the Legislative Counsel (No. 18721) concludes that basic aid, in the form
provided by the Legislature, is not necessary in order to comply with the
requirements of the State Constitution. In strict terms, the requirements
of Article IX, Section 6 may be satisfied by the provision of at least $120
per pupil (or $2,400) in state aid of any type, including aid provided under
categorical programs, that flows through the State School Fund. =

Basic Aid Exacerbates Wealth-Related Dzspanhes Because school
districts receiving basic aid clearly are able to raise large amounts of
revenue from local sources, the provision of this aid tends to exacerbate
wealth-related disparities in educational spending per pupll—and is thus
contrary to the requirements of the 1974 dp ecision in Serrano v. Priest and
the state’s equalization efforts since the Serrano decision. The State De-
partment ‘of Education reports that in 1985-86, 33 districts received basic
aid payments. Table 9 compares the amounts of general purpose funds per
ADA received by these districts in 1985-86 with'the average revenue 11m1t
amounts for districts of a similar size and ty] ‘

As shown in the table, each of the 33 scho FdlStI'lCtS receiving basic aid
in 1985-86 had'amounts of revenues per ADA that exceeded the statewide
average revenue limit for comparable districts. General purpose revenues
per ADA ranged from 106 percent (Fallbrook Elementary) to 559 percent
(Belridge Elementary) of comparable statewide averages.

Moreover, because. the growth of local revenues in many basic aid dis-
tricts tends to exceed the statutory COLA amounts provided. to districts
of simiilar ‘type, the provision of basic aid merely serves to widen the gap
between a relatively small number of high-wealth districts and the re-
maining districts that are dependent upon state funding. For example,
Table 9 shows that in 1984-85; large unified districts that received basic aid
had average general purpose revenues per ADA of $2,517—or 114 percent
of the statewide average. In 1985-86, these districts” average general pur-
pose revenues per ADA increased by $548. Other, less wealthy, elemen-
tary districts that were dependent upon state revenue limit aid, however,
recelved a COLA of only $137.

Table 9
K-12 Education
Basic Aid Districts
- Local Revenues per ADA
. lllustrative: Comparison of
Current Statute Versus Legislative Analyst Proposal

1985-86

Per ADA o
1984-85 198586+ '1985-86 ~ Dollar Change
General General - Revenue Per ADA

. Purpose  Purpose under LAO Current LAO
. L Revenue Revenue - proposal ~ Statute - Proposal
Small Elementary School Districts :

Mountain House Elementary. .........ccoviuecereens $5,157 $7,950 $7,830 $2,793  $2673°
Silver Fork Elementary ... 8,730 9,470 9,170 740 440°
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Chawanakee Elementary ... .

Belridge Elementary.....
Elk Hills Elementary ...
McKittrick Elementary.
Bass Lake Elementary ..
Ballard Elementary
Vista Del Mar Elementary ..i..ouiviunens
Pacific Elementary
Indian Springs Elementary ..c.cumnin
Winship Elementary
Average, Small Elementary School Dis-
ricts
Statewide Average Revenue Limit and
COLA for Size and Type of District........
Large Elementary School Districts
Pine Ridge Elementary ......c.oiinions
Midway Elementary ......
Standard Elementary ........
Del Mar Union Elementary
Fallbrook Union Elementary ...
Solana Beach Elementary .........c..ccerrcermnnee
Goleta Elementary
Montecito Union Elementary ......c.siees
Orchard Elementary ...
Average, Large Elementary School Dis-
tricts.
Statewide Average Revenue Limit and
COLA for Size and Type of District.......:
Large High School Districts
Taft Union High
Wasco Union High
Fallbrook Union High........cceeseermseseessmnsies
Average, Large High School Districts ...
Statewide Average Revenue Limit and
COLA for Size and Type of District.......
Small Unified School Districts
Maricopa Unified .......
Middletown Unified ........... eeeereneereeess s
Mammoth Unified . :
Desert Center Unified ...
Cloverdale Unified
Geyersville Unified
Average, Small Unified-School Districts
Statewide Average Revenue LJm1t and

Large Unified School Districts
Coalinga-Huron Unified ...........conenreccrreemmane
Carmel Unified
San Luis Coastal Unified ......cocvvvmnnncenns

Average, Large Unified School Districts
Statewide Average Revenue Limit and
COLA for Size and Type of District.......

4,904
17,721
4,996
19,874
3,316
6,461
6,812
3,801

7,666

5,707

88466

$2,653

$9,613
10,206
5,174
2,903
2,999
2,913
2,620
3414
3371

$3,141
$2,069

$6,950
3,279
2,953
$4,034

$2,563

$3,808
4544
- 3,269
4456
4,152
5,408

" $4178

$2,373

$2,239
2,519
2,625
$2,517

$2,207

9342

3,255
2,537
3,383
4,573

$3,103

$2,204

$6,535 -

4878
2,916
$4195

$2,729

$3,430
3977
3,110
4956
3,657
4514
$3,728

$2,525
$3,176
2,760
3,116
$3,065

$2,344
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5,335

15959

5,924
10,139
4,168
6,683

- 7,081

3,929

8,068

4,833

$7,833

$7,118
12,620
4,108
3,279
2,342
3,135
9,537
3,383
4,453

$3081

$6,535
4,758
- 2,916
$4170

$3,430
3977
3,110

4836 - -

3,657
4514
33,725

$3,056
2,656

2,996 -
$2,948

2 These districts would have received no basic aid under the LAO proposal.
b These districts would have received a partial reduction in basic aid under the LAO proposal

Basic Aid Not Critical to School District Operations.

351

-1,762

1,048
—9,734
© 917
342
338
206

521 .

—874

8128

—$2,495
2,534

$18

—$415

1,599

=37

$137

4997
241

917

$137

431°
—1,762
908
9,734
852°
222 a
218°
198"
401°
874

—$2,495
2,414*

—1,066
376°

113

-8
=31
1,082

—§415
1479*
—37

~$378
—567
159
381°
—495
~-895

$817 @
137
371*

We .revLewed
income and expenditure data submitted to the State Department of Edu-
cation by basic aid districts in their Annual Financial and Budget Reports.
Our analysis of these data indicate that, for the.most part, funds.provided
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3s"basic aid are not critical to the annual operations of the recipient school
istricts.

Table 10 compares the amount of basic aid received by each district in
1985-86 with (1) excess local general fund income over exFenditures in
each district for 1985-86 and (2) each district’s local general fund ending
balance. In 1985-86, 21 out of 33 basic aid districts had income from sources
other than basic aid that exceeded their expenditures, and all districts but
one had ending balances that exceeded their basic aid payments. As the
table indicates, an elimination or reduction in basic aid funding would
have had almost no impact on operations in basic aid districts.

Table 10
K-12 Education
Basic Aid Districts
Excess General Fund Income
Compared to Basic Aid Funding
1985-86
Local . Local
.. Total State General Fund  General Fund
. . ] Basic Aid Annual Surplus  Ending Balance
Mountain House Elementary ... $3,240 $78,767. - $82,017

Silver Fork Elementary . 2,400 10,141 . 20,065
Chawanakee Elementary 2,400 . 1,059 - 272,038
Belridge Elementary 8,160 . 639,604 1,642,030
Elk Hills Elementary 9,360 22,343 . 240,779
McKittrick Elementary...... - 5,760 68,597 . 9201579
Bass Lake Elementary 11,520 —8,753 . -1—20,006
Ballard Elementary 3,840 - —1891 83,796
Vista Del Mar Union Elementary ... . 8520 159,075 586,044
Pacific Elementary 25,379 83,893
Indian Springs Elementary 149,735 128,194
Winship Elementary 50,175 . . ¢ 442,549
Pine.Ridge Elementary 206,752 494,140
Midway Elementary 1,011,389 2,129,946
Standard Elementary 3,024,958 1,002,948
Del Mar Union Elementary 355,329 . 858,522
Fallbrook Union Elementary —417,271 * 3,157,189
Solana Beach Elementary 101311 - 374,512
Goleta Union Elementary —176,353 1,752,840
Montecito Union Elementary ..........occmmrrrveressnseees 35,280 24,849 265,148
Orchard Elementary irers 33,720 . 219,784 893,240
Taft Union High 106,800 618,300 1,747,758
Wasco Union High - 88,800 780,227 947,550
Fallbrook Union High 243,000 —171,443 626,374
Maricopa Unified . 51,840 —815,563 560,819 -
Middletown Unified . 117,480 526,434 . 506,988
Mammoth Unified 11,520 —13,492 568,115
Desert Center Unified : 9,360 —246,285 543,445
Cloverdale Unified 138,240 1,498,248 138,912
Geyserville Unified : . 38,640 - 1,087,954 39,829
Coalinga-Huron Unified- 341,760 - 2,559,851 9,728,348
Carmel Unified . 260,040 —81,540 556,480
San Luis Coastal Unified ., : ; 826,200 1,794,274 5,042,994

In addifidn, our. analysis reveals that, overall, basic aid districts have a
significantly larger amount of surplus funds than other school districts in
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the state. We compared average 1984-85 general fund ending balances (as
a percentage of expenditures) for basic aid districts to the average for all
districts in the state. We found that while, overall, school districts had
ending balances that equal approximately 7.percent of their 1984-85 gen-
eral fund expenditures, basic aid districts had ending balances equal to
approximately 16 percent of their general fund expenditures. In other

‘words, basic aid districts had almost twice as much surplus funding—on a

percentage basis—at the end of 1984-85 as regular school. districts.
Recommendation. In order to address the inequities that are conse-
quent to the provision of basic aid, we recommend that the amount of
basic aid provided to eligible districts be limited. Specifically, we recom-
mend that the Legislature adopt Budget Bill language providing that, to
the extent a district’s local general purpose revenues (including basic aid)
per ADA would otherwise grow in.excess of the statutory COLA amount
provided similar districts, the district’s basic aid entitlement shall be re-

.duced. In no event, however, would a district receive less than the consti-

tutionally-required amount of $120 per ADA (or $2,400) in aid from the
State School Fund. : . :

. Table 9 (shown previously) indicates what the effect of this proposal

would have been, had it been implemented in 1985-86 (the most recent
year for which data are available). The table shows that, of the 33 districts
receiving basic aid in 1985-86, 18 would have received reductions in their
basic aid entitlements under our proposal. (Of these, 16 would-have re-
ceived no basic aid) . No district that experienced a decline in total general
purpose revenues per ADA in 1985-86, however, would have received any
further reduction under our proposal. .. _ :
The table also shows that many wealthy basic aid districts would have
continued to receive substantial increases in local general purpose reve-
nues per ADA under our proposal. Such increases, however, would have
been due solely to-increases in Jocal revenues—and would not have been
further aggravated through the addition of basic aid. Thus, Mountain
House Elementary District, which experienced an actual increase in gen-
eral purpose revenues per ADA. of $2,793 (a 54 percent increase) in 1985-
86 would have had this increase cut to $2,673 (a 52 percent increase) under
our proposal. - , 5

, The State Department of Education estimates that, in 1985-86, basic aid
payments totalled $3.8 million. Our analysis indicates that, under the
provisions of our proposal, the total requirement for basic aid could have
been reduced by $1.8 million, resulting in an equivalerit General Fund
savings. We therefore recommend that the Legislature reduce Item 6100-
101-001 by $1.8 million and adopt the following Budget Bill language: -

“Notwithstanding the provisions of Sections 41790 and 41800 of the

Education  Code, or any other provision of law to the contrary, the

Superintendent of Public Instruction shall only allow to each district
~ “basic state aid” according to the following provisions: :

. (a) For the purpose of these provisions-“basic state aid” is.defined as

state apportionment aid allocated to.a district under the provisions

. of Sections 41790 and 41800 that is in excess of its total revenue limit.

(b) Subtract the total amount of state aid of all types (exclusive of basic

. state aid) which the district receives from the State School Fund in

1987-88 from the greater:of: (1) $2,400 or:(2) $120 times the dis-

- trict’s 1987-88 average daily attendance. If the result is negative, it
shall be deemed equal to zero.
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(c) Compute the following:

(1) Add the amount of basic state aid Wthh the d1strlct would

otherwise be entitled to receive in 1987-88 to.the sum of the

~amount of total revenue limit apportionment aid received by
the district in 1987-88 pursuant to Section 42238, plus the
amount of local revenues received in that year; as computed
pursuant to Section 42238 (h). Divide this amount by the dis-
trict’s 1987-88 average daily attendance. -

(2) Add the amount of basic state ‘aid received by the d1strlct in
1986=87 to the sum of the amount of total revenue limit appor-
tionment aid received by the district in 1986-87 pursuant to
Section 42238, plus the amount of local revénues received in
that year, as computed pursuant to Section 42238 (h). Divide

~ this amount by the district’s 1986-87 average daily attendance.

(3) Subtract the amount computed in subdivision (¢) (2) from the
amount computed in subdivision (c¢) (1). If the result is nega-
tive, it shall Ee deemed equal to zero.

(4) ‘From the amount computed in subdivision (c) (3), subtract the

district’s 1987-88 iriflation adjustment per ADA computed pur-

- suant to Section 42238.1 of the Education Code. If the result is
negative, it shall be deemed equal to zero. -

(5) Multiply the amount computed in subdivision (c) (4) times the

‘ district’s 1987-88 average daily attendance.

(6)  From the amount of basic state aid which the district would
otherwise be entitled to receive in 1987-88 pursuant to Sections
~41790 and 41800 of the Education Code, subtract the amount
computed in subdivision (c) (5). If the result is negative, it shall

be deemed equal to zero: ‘

The Superintendent of Public Instruction shall allow to each school
district basic state aid in an amount equal to the greater of (b) or (c).”

d. Current Summer School Funding Formulc Favors Unified School Districts

We recommend that the Legislature adopt Budget Bill Ianguage aIter-
mg the funding formula for supplemental summer school programs in
order to (1) more effectively accommodate demand for these programs
and (2) ensure an equal opportumty for all school d1stncts to meet sum-

‘mier school demand,”

- Senate Bill 813 (Ch 498/83) allows school districts to receive state sup-
port for summer instruction offered to. students in math, science, and
“other core acadermc areas designated by the Supermtendent of Public
Instruction.” At present, the law limits the funded enrollment in these
summer classes to 5 percent of a district’s total enrollment for all grades.
Schools are reimbursed at an hourly rate, for up to 120 hours per pupil. In
1986-87, funding was provided at a rate of $1.78 per pupil-hour.

The Governor’s Bu get proposes $46.4 million from the General Fund
for supplemental summer school programs in 198788, $1.8 million more
than the current-year funding level. This increase prov1des for a projected
increase in enrollments and a 1.1 percent COLA. The administration also
proposes to continue Budget Bill language authorizing a minimum alloca-
tion of $5,300 for supplemental summer school programs in those districts
‘whose prior-year enrollment was less than 500 and that, in the 1987-88
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fiscal year, offer at least 1,500 hours of supplemental summer school in-
struction.

Demand for Summer School Programs. This year, we analyzed en-
rollment and funding data collected by the State Department of Educa-
tion for summer school programs operated by school districts in 1984, 1985,
and 1986. We found that demand for summer school programs is substan-
Hally greater in secondary grades (9-12) than in elementary grades (K-8),
however, districts are in an unequal position to serve the demand. Our
analysis follows. v

Table 11 shows the number of school districts, by type, that have oper-
ated supplemental summer school programs since 1984-85. As the table
indicates, participation in supplemental summer school programs is sig-
nificantly higher among high school and urified school districts. than ele-
mentary school districts. The percentage of elementary school districts
that operate supplemental summer school programs is less than three-
quarters that for high school and unified school districts. Although the
numbeér of elementary school districts operating supplemental summer
school programs rose sharply in 1986-87, we believe that this is a direct
response to the 1986 Budget Act’s appropriation of a minimum allocation
to small school districts—most of which are elementary school districts—
and we do not anticipate similar increases in future years. ’

Table 11
K-12 Education :
Participation in Supplemental Summer School Programs
By Type of Schdol District B
1984-85 ‘through 1986-87 -

‘ o ; 'Ar.ctua] Actual ' Est.
Type of School District 1984-85 1985-85 - 1986-87 .
Elementary e 364 281. .. 40

Percent. of Total Elementary Districts ......... ; © 56.4% 436% 63.6% .
High School ' 98 9% | 106

Percent of Total High School Districts 815%  8.7% 94.6%
Unified : : 250 243 235

Percent of Total Unified District . _923% _891% - 867%
Totals ... .. 712 620 . 53

~ Percent of All School Districts ... . : " 69.3% 60.3%  ° T39%

Furthermore, high school districts are offering significantly miore hours
of summer school instruction to students than are either élementary or
unified school districts. Table 12 shows, for 1984-85 and 1985-86, the max-
ithum number of fundable hours for summer school instruction by type of
district and the number of hours of instruction (funded -and unfunded)
provided by the districts. In 1985-86, elementary and unified school dis-
tricts offered fewer hours of summier school instruction than the maximum
authorized by current law, but high school districts exceeded their max-
imum hours of instruction by approximately 21 percerit. - :

Finally, summer school enrollments in unified school districts have a
much higher percentage of secondary students than do regular school
year enrollments, Our review revealed that; although enrollment in
grades: 9-12 comprises approximately 31 percent of total enrollment in
unified school districts; enrollment in these grades comprises approxi-
mately 49 percent of the summer school enrollment in-these districts.
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Table 12
K-12' Educatlon
Hours of Supplemental Summer School Instructioin Offered
By Type of School District g
1984-85 and 1985-86
(hours in thousands)

- Elementary High School =~ Unified Total

1984-85 :
Maxithum number of fundable instruction hours...... 4,081 2,635 16,221 * 29,936
Number of instruction hours reported............. B 3,456 2,175 10,413 16,044
Actual reported hours as a percentage of max1mum

available hours "84.7% 82.6% 64.2% - 70.0%
1985-86 : : : . . e
Maximum number of fundable instruction hours ...... 4198 - 2709 - 16,639 .- 23,546
Number of instruction hours reported............ Ceerserissenes 3,714 3,282 14574 - = 21,570
Actual reported hours as a percentage of maximum , S :

available hours . 88.4% 1212%.- 81.6% - 91.6%.

Funding Advantage to Unified Districts. Because unified districts
have grades K-12, they can draw on unused summer school hours attribut-
able to enrollment in elementary grades to provide extra instruction to
students in secondary grades with no additional local costs. High school
districts, which face similar demands for summer school instruction in
secondary grades but have no reserve of unused elementary grade hours,
must limit their instruction to 5 percent of their enrollment times 120
hours. We can find no analytical basis for allowing unified school districts
this kind of significant advantage in providing summer school 1nstruct10n
to high school students.

Recommendation. In order to better accommodate the larger de-
mangd for summer school instruction in secondary grades, we recommend
that the Legislature alter the supplemental summer. school funding for-
mula to provide a somewhat larger funding entitlement for grades 9
through 12 and a somewhat smaller funding entitlement for grades K
through 8. We.also recommend that the Legislature specify separate enti-
tlement limits for student participation in elementary and secondary
grades in order to ensure that all districts have an equal opportumty to
meet their summer school demand. -

Based on our analysis of summer school enrollment data for unified
school districts, we estimate that participation in summer school programs
is acplproxi_mately twice as high among students in grades 9-12 as those in
grades K-8. The-current level of funding proposed.in the Governor’s
Budget could better accommodate this demand for all school districts if
summer school enrollment were limited to 4 percent. of a school districts’
prior-year enrollment in grades K-8 and 7 percent of their enrollment in
grades 9-12. We believe that this is a reasonable trade-off and that it offers
a cost-effective solution to meet the demand for summer school programs.
To implernent this solution, we recommend that the Legislature adopt the
following Budget Bill language in Item 6100-101-001:

“Notw1thstand1ng Section 42239 of the Education Code; or any other
~provision of law to the contrary, a school district’s maximum entitle-
ment for pupil attendance in summer school programs offered pursuant
to paragraph (2) of subdivision (d) of Section 42239 shall be as follows:

(a) For pupils in grades kindergarten through 8, an amount equal to 4
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percent of the district’s enrollment in grades kindergarten through
8 for the prior fiscal year times 120 hours, times the hourly rate for

- the current fiscal year determined pursuant to subdivision (c) of
Section 42239. Funding from entitlements calculated pursuant to
this subdivision shall only be used to support summer school enroll-
ment in grades kindergarten through 8.

(b) For pupils in grades 9 through 12, an amount equal to 7 percent of
the district’s enrollment in grades 9 through 12 for the prior fiscal
year times 120 hours, times the hourly rate for the current fiscal
year determined pursuant to subdivision (c¢) of Section 42239.
Funding from entitlements calculated pursuant to this subdivision
shall only be used to support summer school enrollment in grades
9 through 12.” o ’

e. Continuation High Schools

We recommend that legislation be enacted which establishes a separate
revenue limit for continuation high schools, because such a funding sys-
tem would be more rational and equitable than the existing system.

Current law requires unified and high school districts to maintain one
or more continuation high schools (or classes) for students, age 16 and
over, as an alternative to the regular instructional program. Continuation
high schools are intended: (1) to provide students with academic or be-
havioral problems an opportunity to complete the required academic
course of study, and/or (2) to allow students to work while attending
school. These schools served a total of 41,906 ADA in 1985-86...

. Funding Mechanisms, The Governor’s Budget proposes $118.6 mil-
lion for these schools in 1987-88. Program funding is allocated to school
districts in two different ways. ! : . -
.First, all districts operating continuation high schools receive funds
based on the average daily attendance (ADA) in these schools, multiplied
by the district’s revenue limit. These funds are received as part of each
district’s base apportionment, and are adjusted annually for workload
changes and inflation. ° ‘ ‘ ' C
Second, districts which established continuation high schools subse-

‘quent to 1978-79 receive additional funds pursuant to a special “small

school” funding formula. Specifically, the formula provides additional
funds based on the school’s attendance level and staff size in the year in
which it was established. This funding level remains fixed in subsequent
years, and is not adjusted for workload changes or inflation. o

Only schools that, at the time of their establishment, had ADA levels of
300 or fewer are eligible to receive small school funds. At this time, howev-
er, all schools established after 1978-79 meet this criterion.

The funding schedule for the small school adjustment is designed so
that, for schools eligible for funding, the smallest schools receive, on aver-
age, more funds per ADA than do the larger schools. As is shown'in Table
13, for instance, a school with 20 ADA and 3 certificated employees would
receive a grant of $86,760, or $4,338 per student, while a school with 150
ADé'& and 11 employees would receive a grant of $100,490, or only $670 per
student. ’ ' )

The rationale for providing greater per-pupil subsidies to the smallest
schools is that these schools must spend a proportionately greater amount
(per pupil) ‘on such fixed items of expenditure as capital outlay, cur-
riculum development, and administration. Larger schools, on the other
hand, may be able to achieve economies of scale in these areas, thus
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reducmg per pupll costs The larger schools are therefore. prov1ded with
a proportlonately smaller grant. :
: Table 13

Funding for Continuation High Schools
o of Selected Sizes

1985-86
. L Schools Est.

. Schools Established After 1978-79 Before

Number of - Total Small School ' 1979-80

' Certificated - Small School Funding - Total Funding  Total Funding

ADA Employees Funding Per ADA Per ADA* - Per ADA
20 <eerereeeermeenreesnneens 3 $86,760 $4,338 $6,968 - $2,630
50 ... 5 93,350 1,867 4497 ° 2,630
100 :. 8§ - S 96,920 969 3,599 2,630
150... 1 100,490 . 670 - 3,300 2,630
200 ... s 13 81,820 : 409 - 3,039 2,630
250 ........ . 14 40,910 164 2,794 2,630

Statewide ... ’ ‘ - $5890° $2,630
Average: - .

2 Includes both small school and. revenue limit funds. For purposes of illustration, table assumes revenue
limit funding of $2,630 per ADA—the statewide average for districts operatmg continuation high
schools that receive no small school funding.

b Actual statewide average funding provided to districts that receive small school funding.

Of the $118.6 million contained in the Governor’s Budget for continua-
tion high schools, $8.6 million would be provided under the small school
formula, while the remaining $110 million would be apportioned through
the revenue limit system. Approxunately 98 schools, or 23 percent of the
423 continuation high schools in the state, would receive small school funds
in addition to revenue limit funds. The remaining schools (established
before 1979-80) would receive only the revenue limit amount.

It should be noted that current law does not require districts to expend
the full amount received for continuation schools on those schools. As a
result, the amount of funding actually received by a continuation school
may be less than the total amount of revenue generated under the funding
formula.

Discrepancies in Funding Rates. Because only those districts with
continuation schools established after 1978-79 receive small school funds,
considerablé discrepancies exist in the amount of funding recéived by
“various schools. As shown previously in Table 13, schools which received
small school funds in 1985-86 received an average of $5,890 per ADA, while
the other continuation schools received an average of only $2, 630. per
ADA. Our data also indicate that schools in the first group ténd to be much
smaller in size that the others, averaging only 41 units of ADA as compared
to 101 units of ADA for schools which do not receive small school funding.

Reason for Funding Discrepancies. The discrepancies in funding
rates for the two groups of schools are a result of major changes which
were made to the state’s school finance system in the wake of Proposmon
13 of 1978.

Prior to Proposition 13, small school funds were provided to all districts
operating continuation hlgh schools. The Legislature instituted the small
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school funding formula in 1965 to encourage the formation of additional
small, continuation schools; as a result, approximately 325 additional con-
'tYiéluation schools were established in the state between 1965-66 and 1978
In 1979, the Legislature, in response to the restrictions imposed b
Proposition 13 on the levying of local property taxes, enacted AB 8 Cf‘;
282/79), the local government “bail-out” bill. This measure provided in
part that any district which had small school entitlements in 1978-79 which
exceeded the amount to which it would otherwise be entitled under the
revenue limit system would have the amount of this excess permanently

“built into” its per-pupil revenue limit. The Legislature also recognized,

however, that the revenue limit amount would not reflect the costs of any
new school established after 1978-79 and, for this reason, continued the use
of the small school funding formula for any district which established a
new school. As a result, the current system of providing funding for con-
tinuation schools through two separate mechanisms—the revenue limit
and the small school funding formula—was established.

The use of two separate funding mechanisms has resulted in large differ-
ences in the amount of funding received by different schools. Data pro-
vided by the Department of Education for the 1984-85 fiscal year confirm
that financial support for continuation schools established subsequent to
1978-79 is greater than support for schools established previously. Specifi-
cally, the data indicate that districts with schools in the first category spent
an average of $5,508 per ADA on continuation schools, while districts with
schools in the latter category spent an average of only $4,220 per ADA.

Based on discussions with staff at the Department of Education, we
believe that these funding inequities were unanticipated consequences of
the technical changes made to the funding system subsequent to Proposi-
tion 13, and were not intended by the Legislature. '

Other Consequences of the Funding System. There are two other
features of the existing funding system which also result in funding incon-
sistencies between the two categories of districts. v

First, as noted earlier, the current system provides for funds gener-
ated through the revenue limit system to be annually adjusted for inflation
and workload changes. No such adjustments, however, are applied to small
school funds. ‘

Second, under current law, a district receiving small school funds
for a school established after 1978-79 will lose these funds if it discontinues
operation of the school. However, a district which discontinues operation
of a school that was established prior to or during 1978-79 will experience
no reduction in funding, because funding associated with the school had
been included in the district’s revenue limit. - C
" 'Since there are no inherent differences between the funding needs of
schools established prior to Proposition 13 and those established subse-
quently, we see no analytical basis for these inconsistencies. We therefore
believe it would be better to use one, uniform funding formula for all
schools, rather than to utilize two separate formulas. 4

An Alternative Funding System. ‘Last session, the Legislature con-
sidered several alternative funding systems. Specifically, both AB 1886 and
AB 1928 proposed to create a special revenue limit for continuation high
schools, based on the amount of funding per ADA, including small school
funding, currently received for these schools by each district. These meas-
ures also proposed to level-up revenue limits to the prior-year statewide
average, over a three-year period. Neither was énacted. ' '
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‘While we have no analytlcal basis to recommend a particular level of
funding for “equalization,” we believe that there is merit to the idea of
establishing separate revenue limits for continuation high schools. Such a
system would Ee simpler, more uniform, and potentially more equitable
than the existing funding approach. Although a continuation high school
revenue limit would not explicitly account for school size, the additional
costs resulting from the small size of these schools could be reflected in
a higher revenue limit rate for them as compared to the revenue limit
rate for regular schools. -

In addition, we believe that any new system should require that any
funding prov1ded through a continuation high school revenue limit must
be expended exclusively on these schools, as is currently the case with
adult education programs. This would prevent any funds provided for
these schools from being ° S1phoned off” and used for other district activi-
ties.

Recommendation. For these reasons, we recommend that legisla-
tion be enacted which establishes separate revenue limits for continuation
high schools.

Effectiveness of Continuation High Schools Requires Further Review

. We recommend that.the Legislature adopt supplemental report lan-
guage directing the Department of Education to evaluate the influence of
instructional materials and curriculum on continuation high school pro-
grams, because data exists which suggest that program quality is signifi-
cantly affected by these factors,

. While, as discussed in the previous section, there may be some Justlflca-
tion for the Legislature to “equalize” continuation high school funding
rates on general grounds of equity, we believe that, no matter what level
of funding is established for continuation schools, the Legislature should
also make sure that the funds apportioned to these schools are expended
effectively.

Most observers agree that there are large d1screpanc1es in the quality
and effectiveness of different continuation schools throughout the state.
Many, however, attribute these variations in quality to both the size and
funding-levels of different schools, believing that continuation schools that
are smaller and receive more fundmg can provide students with a better
program than can larger schools. Advocates of continuation schools there-
fore often argue that the effectiveness of continuation schools could be
improved simply by providing more revenues to schools with low funding
rates. Available data, however, do not support this contention. :

Using data on graduation and attendance rates as measures. of school

effectlveness —under the assumption that students in better programs
would be more likely to come to school and earn credits toward gradua-
tion—we found that there are indeed large variations in the quality of
different continuation high schools in the state: Specifically, we found that
students attended these schools between 55 and 100 percent of the time
for which they were enrolled, and from 0 percent to 30 percent remained
through graduation. We found no relationship, however, between these
measures of school effectiveness and school size or fundmg levels.

On the other hand, our review revealed that one important factor which
does affect school quality is the amount spent on books and supplies.
Specifically, our analysis of the data indicates that—other things being
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equal—an increase in spending for books and materials of $500 per ADA
is associated with a 5 percent improvement in graduation and attendance
rates. (Currently, expenditures for books and supplies vary among con-
tinuation schools from $4 to $819 per ADA; on average, however, these
schools spend only about $100 per ADA.) ‘

We do not know for sure why higher levels of spending for books and
supplies enhances the quality of continuation schools. We suspect, howev-
er, that schools which report high levels of expenditures for books and
materials may be developing or purchasing innovative curriculum materi-
als which may enhance these schools’ effectiveness. Further evaluation is
required to confirm this. o ,

Under current law, the department is required to submit to the Legisla-
ture every two years an evaluation of the continuation high school pro-
gram. The next report is due on December 1, 1987. We believe that, in
view of our findings, this report should address the issue of why expendi-
tures for instructional materials influence the effectiveness of continua-
tion high schools. Such information would better enable the Legislature
to determine how the effectiveness of these schools could be improved.

Accordingly, we recommend that the Legislature adopt the following
supplemental report language in Item 6100-101-001, which requires the
State Department of Education to evaluate in its next biennial report the
inﬂuelnce of instructional materials purchases on continuation high
schools:

“It is the intent of the Legislature that the Department of Education
assess the effect of instructional materials purchases on the effectiveness
of continuation high schools, through a combination of both statistical
analysis and case studies. Case studies prepared by the department
should attempt to ascertain (1) the degree which schools with high
graduation or attendance rates and high levels of expenditures for books
and materials utilize innovative curricula and instructional techniques
not employed by other continuation schools, and (2) the nature of any
such curricula. The department’s findings shall be included in the re-
port prepared pursuant to Section 48443 of the Education Code.”

f. Apprenticeship Funding Not Based on Program Needs

We withhold recommendation on $2,721,000 proposed in Item 6100-101-
001 (e) for K-12 apprenticeship programs, pending receipt of information
on actual participation rates in the current year. , .

In California, those seeking to learn a skill or trade may receive on-the-
job training through apprenticeship programs. These programs offer on-
site instruction in various trades such as carpentry, plumbing, welding,
and nursing. Once selected for an apprenticeship, an individual is expect-
ed to work full-time under the supervision of a journeyman in the trade.
The apprentice usually receives a salary equal to 50 percent of the journey-
man’s salary or an amount specified through collective bargaining.

As part of the program, the individual is expected to complete 144 hours
of “related and supplemental instruction” for each year of the apprentice-
ship. In general, this component of the program provides the apprentice
with textbook instruction which could not be provided effectively on the
job site. This instruction can be provided by the direct sponsors of the
apprentices, or the sponsors can contract with a local educational agency,
principally a school or community college district, to provide the instruc-
tion. : ‘

School and community college districts receive, as part of their state
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apportionments, reimbursement for each hour of related and supplemen-
tal instruction provided to each apprentice. In 1986-87, their reimburse-
ment rate is $3.76 per hour.

Sectlon 8154 of the Education Code also allows, upon agreement of the
uperintendent of Public Instruction (SPI) and the Chancellor of the
alifornia Community Colleges, the transfer of state apprenticeship funds

from one agency to another, in order to eliminate or equalize deficiencies
in apprenticeship programs. This provision has been nullified in recent
years by Budget Act language, first introduced in the Budget Act of 1984,
limiting the amount provided for apprenticeship programs at each
agency, to the amounts appropriated in their individual Budget Act items.
This language also prevents the equalization of any apprenticeship defl—
ciency with other apportionment deficiencies.

- History of Apprenticeship Deficiencies. Table 14 shows the entitle-
ments for K-12 apprenticeship funding for 1984-85 through 1986-87 and
the amount of funding provided through Budget Act appropriations and
other legislation. As the table shows, total entitlements in 1985-86 were
$5.6 ‘million, while the amount appropnated in the Budget Act to fund
them was only $2.7 million. Thus, the program’s-requirements were more
than double the amount or1g1nally appropriated. Part of the deficiency
was funded by an appropriation in' AB 3263 (Ch 1124/86). SDE now in-
forms us that an additional $1.5 million will be requlred to fully fund all
1985-86 entltlements

Table 14
K-12 Education
Entitlements and Funding for
Hours of Related and Supplemental Instruction in
Apprenticeship Programs
1984-85 through 1986-87
{dollars in thousands)

Actual - Actual Est.
1984 85 1985-86  1986-87

Entitlements ’ I $3782 5577 $8.0m2°
Budget Act approprlatlon 3411 2,663 2,721
Deflclency . $371 $2,914 $5,331
Appropriations for deficiencies 371° 1,443° —
Remaining unfunded entitlements e — $1471 $5,331

4 State Department of Education estimate.
b Funding provided by AB 3263 (Ch 1124/86)

Moreover, these deficiencies are expected to grow in the next two years.
Based on a limited survey of the field, SDE is projecting a shortfall in
apprenticeship fundmg of $5.3 million in 1986-87. Thus, if this survey is
accurate, the program’s funding requirements will have grown to a level
that is almost three times the amount appropriated to fund them in the
current year. In addition, based on the Governor’s proposal for 1987-88
(which maintains the current-year funding level), SDE estimates a $7.3
million.deficit in apprenticeship programs for 1987-88.

In a report on the apprenticeship deficiency, SDE cites three reasons
for this situation. ,

Fjrst, the SPI has no control over the number of apprenticeship
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hours that current law requires.the K-12 system to fund. By contrast,
Budget Act language since 1984-85 has prohibited the use of apprentice-
ship funds for instruction hours in new or expanded programs at com-
munity colleges without the approval of the Chancellor. _ ‘

Second, in 1985-86, the California Firefighter Joint® Apprenticeship
Committee (CFJAC) Academy Training Program was administratively
transferred from the community colleges to K-12 education. Senate Bill
"167 (Ch 12/85)—enacted prior to the program transfer—requires that the
state reimburse local education agencies that provide hours of related and
supplemental instruction to apprentices in this program at a rate of $5.75
per hour—approximately 45 percent higher than the rate for regular ap-

rentices. The bill also (1) ‘appropriated $150,000 to the community col-
ege budget item to fund the difference between ' the firefighter
apprenticeship rate and the standard apprenticeship rate and (2) author-
ized the Chancellor to reduce the reimbursement rate if the funding
proved inadequate. ’ . ’

When the CFJAC program was tranferred, however, the K-12 educa-
tion budget received no additional funding: neither'a budget augmenta-
tion to support the additional hours generated by the CFJAC program, nor
the-$150,000 provided by SB 167 to fund the higher firefighter rate. More-
over, the authorization to reduce the rate was not transferred from the
Chancellor to the Superintendent of Public Instruction. Consequently,
K-12 education has been forced to provide reimbursement for the CFJAC
program with no additional funding and no means of reducing entitle-
ments.'SDE estimates that, in 1985-86, the CFJAC apprentices resulted in
additional program costs of $570,000.

In addition, SDE informs us that the CFJAC is the fastest growing
apprenticeship program in the state. The department estimates that hours
of ir71struction in this program will grow 175 percent between 1986-87 and
1987-88. S : . :

-~ Third, the Budget Act language prohibiting the transfer of appren-
ticeship program funds between the K~12 education and community col-
lege budgets has left SDE unable to take advantage of surpluses that have
been available in community college apprenticeship programs in 1984-85
and each year thereafter. The department speculates that these communi-
ty college surpluses have occurred because a number of apprenticeship
programs have transferred from community colleges to local school dis-
tricts. We note that, in 1987-88, the Governor’s Budget proposes to reduce

funding for community college apprenticeship progams by $2.7 million,

but proposes no increase for K-12 apprenticeship programs.

Budget Proposal. The Governor proposes $2.7 million for K-12 ap-
prenticeship programs in 1987-88. This amount maintains the level of
funding provided in the 1986 Budget Act. In addition, the Budget Bill
contains language that would: o ‘ e

o Prohibit school districts from using apprenticeship funds to offer new
or expanded programs without the approval of the Superintendent of
Public Instruction (this is similar to language in the community col-
lege apportionments item);

o Require the SPI to report in detail to the Department of Finance and
the Legislature on expenditures for, and hours offered, in apprentice-
ship programs in 1986-87; and , :

"« Make school districts’ apportionments of apprenticeship funding con-
tingent upon their providing the SPI with the information required

to complete his report.
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This language addresses the need of the Department of Finance and
SDE for better information on participation in apprenticeship programs,
so that-they can more accurately estimate future funding needs. In addi-
tion, requiring the SPI to approve new or expanded programs will allow
SDE to more closely monitor and control apprenticeship programs and,

thus, avert future deficiencies. We believe that these are important and

necessary steps in solving the apprenticeship deficiency problem, and we
support their adoption. o . o ’

The amount proposed for 1987-88, however, fails to provide for the level
of entitlements that exist in the current year, and based on past experience
is likely to be inadequate for the program’s needs in the budget year.
Because the Governor’s Budget also proposes to continue the Budget Bill
language blocking the transfer of any surplus funds from community col-
lege programs, the K-12 apprenticeship programs would have no alterna-

. tive source of funds in the case of an almost certain deficiency.

Better Data Needed.  Given the large growth in apprenticeship en-
titlements since 1984-85, we believe that the budget-year appropriation
should be developed using information on current-year entitlements.
Data on the participation in apprenticeship programs in 1986-87 will be
available at the First Principal Apportionment in February 1987, thereby
permitting a means to estimate funding requirements for 1987-88 more
accurately. Accordingly, we withhold recommendation on the amount
requested for apprenticeship programs, pending review of data on actual
participation rates.

g. Meals for Needy Pupils (ltem 6100-101-001(d)) ; )
The Meals for Needy Pupils adjustment provides additional general
state aid to compensate eligible districts for local property tax revenues
which they lost as the result of Proposition 13 of 1978. In order to be
eligible for funding, a district must have. (1) levied a permissive property
tax “override” for meals for needy pupils in 1977-78 and (2) after Proposi-
tion 13, elected to receive state compensation for the loss of these tax
revenues as a separate revenue limit adjustment. (Other school districts
elected to incorporate the compensation into their base revenue limits.)
~ Each eligible district receives a historically-fixed rate of reimbursement
per meal, increased annually for inflation, times the riumber of free or
reduced-price meals served. There is no requirement, however, that this

aid be spent on meals for needy pupils, and it may be used for a variety

of other purposes. The State Department of Education reports that 395
districts receive such adjustments. ;

The Governor’s Budget proposes $26.8 million for Meals for Needy
Pupils adjustments in 1987-88, $782,000 more than the current-year fund-
ing level. The increase provides for a 6 percent, half-year COLA.

Meals for Needy Pupils Funding Merits Additional Review. As not-
ed, Meals for Needy Pupils adjustments were first implemented in 1979-
80. Since that time, significant changes have occurred in school finance,
including (1) equalization of school district revenue limits and (2)
changes in the scope of the state’s child nutrition program. Because of
these changes, we believe that the current distribution of Meals for Needy
Pupils funging may no longer be directly related to the need for such
funding. In addition, we have concerns that the provision of such funding
may be inequitable and/or duplicative. Insufficient data were available at
the time of this analysis to propose specific action. During the coming
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months, we will continue to review the program and present recommen-
dations to the Legislature, as appropriate. : _

Six Percent COLA for Meals for Needy Puplls Not Wurrcnied

We recommend that the Meals for Needy Pupils program. be prowded
the same percentage cost-of-living adjustment as provided for general
purpose revenue limits. (Reduce Item 6100-226-001 (a) (3) by $495,000,
delete Provision 3 in Item 6100-226-001, and adopt corresponding Budget
Bill language.)-

‘Under current law, the reimbursement rates for the Meals for Needy
Pupils adjustment are-increased 6 percent annually for inflation. This
amount differs from the COLA prescribed in law for school district reve-
nue limits, which is tied to the percentage change in the Implicit Price
Deflator for State and Local Government Purchases of Goods and Serv-
ices. Based upon estimates of this index, school districts would be entitled
to receive a 2.2 percent adjustment to their revenue 11m1ts in the budget
year.

As mentioned, the Governor’s Budget proposes to prov1de statutorlly
prescribed COLAs beginning January 1, 1988. Thus, under the Governor’s
proposal, revenue limits will receive a 3.2 percent. half-year COLA, while
Meals for Needy Pupils will receive a 6.0 percent half-year COLA. '

We can identify no characteristic of Meals for Needy Pupils funding that
would justify a COLA nearly three times that provided for regular school
district revenue limits in the budget year. Because funding derived from
Meals for Needy Pupils adjustments may be spent at the discretion of local
school districts and is very similar to general revenue limit aid, we believe
that the COLA adjustments for this program should be increased by the
scame index that determines .the statutorlly prescrlbed revenue: limit

OLA.

Recommendation. Accordingly, we recommend that the Leglslature
delete $495,000 from the COLA provided for this program. Consistent
with this recommendatlon we further recommend that the Legislature
delete Provision 3 of Item 6100-226-001 and -adopt the. followmg Budget
Bill language:

“Notwithstanding any other. provision of law, the mﬂatlon adjustment
calculation pursuant to Section 42241.2 of the Education Code is deemed
to be 2.2 percent for the 1987—88 fiscal year w1th an effective date of
January 1, 1988.” ‘

Adoption of this language w1ll also eliminate a technical- error that we

‘have identified relating to the determination of the program $ base fund—

1ng level for the 1988-89 fiscal year.

h.. Language Relating to State’s Approprluilons Limit Is Un‘necessury

We recommend the deletion of Budget Bill Ianguage speclfymg the
amount of state revenue Izmrt funding subject to the state’s appropriations
Iimit because the provision is unnecessary. (DeIete Provision 8 of Item
6100-101-001.)

Article XIII B of the California Constitution, as established by Proposi-
tion 4 of 1979, places a limit on the year-to-year growth in tax-supported
appropriations by the state and individual local governments For the
purposes of this article local governments include “any city, county, city
and’ county, school district, special district, authority, or other political
subdivision of or within the state.” Senate Blll 1352 (Ch 1205/ 80) 1mple-
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mented the appropriations limit and established the'method for determin-
ing the proportions of education funding that are to be applied against the
state’s and local school districts’ appropriations limits.

‘In brief, a school district’s appropriations limit is based on the total, in
1978-79, of its “foundation program”-(a dollar figure that is the same for
all school districts of similar type), proceeds of taxes in its beginning
balance, interest proceeds, and 50 percent of “miscellaneous funds.” This
amount is adjusted in subsequent years for changes in inflation and aver-
age daily attendance &ADA). : : ' '

The proceeds of local school district taxes (primarily property taxes) are

first applied against the district’s appropriations limit. Next, any state
revenue limit funding that the district receives—up to the amount of the
foundation program—is defined as a “subvention” and is also applied
against the district’s limit. Any additional state revenue limit funding aid,
and all categorical aid; above this amount must be applied against the
state’s appropriations limit.

The Governor proposes Budget Bill language specify the amount of the
General Fund appropriation for school district revenue limit funding that
is'subject to the state’s appropriations limit (approximately $1.8 billion out
of a total $8.0 billion appropriation). We believe- that this provision is
inappropriate because it is purely informational and has absolutely no
bearing on the determination of school district revenue limits or the allo-
cation of state revenue limit funding. Therefore, it is unnecessary. Conse-
quently, we recommend that the provision be deleted. & :

2. Urban.Impact Aid and Meade Aid L o

Urban Impact Aid (UIA) and Meade Aid provide support to qualifying

school districts to compensate for the higher costs believed to be associat-
ed with their urban settings. Program funds are not appropriated to serve
any specific purpose or group ‘of pupils, as are the funds provided under
other categorical aid programs. Instead, they may be usedfor any educa-
tional purpose and, thus, are similar-to general revenue limit aid. At
present, 125 districts receive UIA, and 256 districts receive Meade Aid.
Fifty-six districts receive support from both programs:. '
. Current-Year Funding. Although the Governor provided $86.6 mil-
lion for UIA and Meade Aid in his proposed 1986-87 budget, he subse-
quently deleted these funds from the final Budget Act because the
Legislature failed to enact legislation sought by the Governor that would
have reduced employer contributions to the Public Employees’ Retire-
ment System (PERS) in 1986-87. K :

Senate Bill 759 (Ch 891/86) restored the total amount of funding for
both programs. Only part of the funding, however, would have come from
reduced PERS contributions. Consequently, the Governor reduced the
bill’s appropriation by half, leaving $38.1 million for UIA and $5.2 million
for Meade Aid in the current year. The Governor has indicated a willing-
ness to restore the vetoed funds if additional PERS funds are utilized; as
of this writing, such funds have not been provided.

Budget-Year Proposal. The Governor proposes to eliminate all
funding for UIA and Meade Aid in 1987-88. Although the Governor claims
that UIA and Meade Aid have been incorporated into his Class Size Redu-
cation/Education Assistance proposal (discussed elsewhere in this K-12
analysis), the funding from these programs has not been added to other
funding provided for class size reduction. ‘ ' '
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Current Allocation of UIA and Meade Aid Not Necessarily Based on
Need. UIA entitlements for unified school districts are based on the
following measures for each district: (1) the 1975-76 measure of average
daily attendance (ADA) and of children from families that received Aid
to Families with Dependent Children (AFDC) and (2) data used to com-
pute the 1976-77 allocations for the Economically Disadvantaged Youth
(EDY) program (the predecessor of the current Economic Impact Aid
pro%rams) Entitlements to UIA among nonunified districts are based on
similar criteria, using data from 1982-83 and 1983-84. Meade Aid entitle-
ments are based upon data used to compute the 1975—76 EDY allocations.

In 1985, at the direction of the Legislature, we reviewed the allocation
of UIA in order to reassess the purpose and rationale for UIA funding. In
our study, titled The Allocation of Urban Impact Aid: A Review, we were
unable to confirm that the factors used in the UIA formula are good
measures of higher costs in urban areas—and, hence, of need for UIA.
Moreover, we were unable to determine how well UIA compensates dis-
tricts for costs associated with unusual needs, or the provision of compen-
satory education. Finally, we found that, even if one assumes that the
factors employed in the UIA formula are reasonable measures 6f need,
there is no reason to base UIA allocations on values of these factors frorn
1975-76. These same conclusions apply to Meade Aid.

Since we are unable to confirm that either UIA or Meade Aid achieves
its intended purpose, we have no analytical basis for recommending an
augmentation to restore funding for these programs. Nevertheless, the
Legislature has provided support for these programs in the past and may
wish to continue them as a matter of public policy.

In the event that the Legislature chooses to provide funding for UIA and
Meade Aid, we recommend that it consider the following:

e Merging UIA and Meade Aid into a single program, using a hybrid
-formula as the basis for allocation;
"o Requiring that the need indicators used in the formula be updated
annually to reflect the most recently available data; and :
o Requiring that school district entitlements be adjusted annually, usmg
a three-year maving average of need indicators.

We believe that, to the extent that the factors used in the UIA and
Meade Aid formulas are valid measures of needs, funding could be better
targeted if more recent data were utilized in the distribution formula.
Adoption of these-changes would keep aid tied to fairly current data, while
allowing districts the opportunity to plan their budgets several years ata
time.

3. Small School District Transportation Aid (Item 6100-101-001 (c))
We recommend approval. »

Small School District Transportation Aid prov1des addltlonal general
state aid to school districts that (1) had fewer than 2,501 units of average
daily attendancein 1978-79 and (2) incurred transportatlon costs equal to
more than 3 ercent of their total local general fund education expenses
in 1977-78. The purpose of the program is to compensate small school
districts for excess transportation costs that are believed to be associated
with their small size. There is no requirement, however, that this aid be
spent on transportation, and it may be used for a variety of other purposes.
The State Department of Education reports that 552 districts (54 percent
of dall districts, statewide) receive Small School' District Transportation
Ai
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Current-Year Funding. In his 1986-87 budget, the Governor pro-
vided $20.1 million for Small School District Transportation Aid. He subse-
quently deleted these funds from the final Budget Act because the
Legislature failed to enact legislation sought by the Governor that would
have reduced employer contributions to the Public Employees’ Retire-
ment System (PERS) in 1986-87. Chapter.891 restored the total amount
of funding for Small School District Transportation Aid. The Governor,
however, reduced the bill’s appropriation by half (on the same basis as the
reduction of Urban Impact Aid and Meade Aid), leaving $10 million for
the program in the current year. , ’ '

Budget-Year Proposal. The budget proposes $10 million for Small
School District Transportation Aid in 1987-88. This amount continues the
current-year level of funding. _ ‘ ,

Like Urban Impact Aid and Meade Aid, the allocation of Small School
District Transportation Aid is based on outdated measures of need—in this
case, measures that are ten years old. In addition, since the establishment
of the program, significant changes have occurred in school finance, in-
cluding (1) the removal of transportation funding from school district
revenue limits (and subsequent equalization of revenue limits) and (2)
the establishment of a state home-to-school transportation program. For
these reasons, we believe that the measures used for allocating Small
School District Transportation Aid probably are no longer reliable indica-
tors of these districts’ need for additional, general-purpose funding.
Consequently, we have no analytical basis for recommending any change
in the amount proposed for this program. o

Transportation Study. _Ass‘emgly Bill 1024 (Ch 1440/85) directs the
Legislative Analyst to contract for a study o school transportation costs
in the state. The contract for the study has been awarded on a competitive
bid basis to the firm of Deloitte, Haskins and Sells. It requires that the final
report be completed by March 31, 1987. Among other issues, the study will
address (1) the factors that influence home-to-school transportation costs
in districts with diverse characteristics and '(2)- alternative transportation
aid formulas that take these factors into account. This study may lead to
recommendations for changes in the home-to-school transportation fund-
ing formula that would reduce or obviate the need for additional assist-
ance through the Small School District Transportation Aid program. We
will review the study and present recommendations to the Legislature; as
appropriate. 3

4. Lottery Revenues (6100-101-814)

The California State Lottery Act—Proposition 37 of 1984—and subse-
quent legislation provide that at least 34 percent of total lottery revenues
shall be allocated to public school districts serving grades K-12 and com-
munity colleges, county superintendents of schools, the University of Cali-
fornia (UC), the California State University (CSU), the Hastings College
of the Law,.and the California Maritime Academy (CMA). In:addition,
Assembly Bill 3145 (Ch 1362/86) authorizes the allocation of lottery funds
to the California Youth Authority (CYA) as of January 1, 1987. These funds
are distributed based on eénrollment—average daily attendance (ADA) in
the case of school districts, county superintendents, community colleges
and CYA: and full-time equivalent (FTE) students for all others.
- Table.15 shows the estimated distribution of lottery revenues for public
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education as displayed in the Governor’s Budget. We review lottery ex-
penditures in the budget analysis for each separate segment, as appropri-
ate . ;

Table 15
Distribution of Lottery Revenues

1985-86 through 1987-88
(total dollars in thousands)

. Change from
v _ Actual  Est Est. - 1986-87

Segment o N -1985-86 - 1986-87  1987-88  Amount Percent
K-12 Educatlon reranageet $558,437.  $394,574  $492951 . $98377 24.9%
Community colleges ... ’ . 85,423 55,205 72,445 17240 312
California State URIVETSIEY ..uuvvmernnmmsssseens 31,331 21,952 27,022 5070 231
University of California ....... 17,256 - 12,110 15,081 2971 245
California Youth Authorlty - - 434 434 —
Hastings/CMA g sriies C 249 152 192 40 263

Totals........ ; X $692,696  $483.993° - $608,125 ~ $124,132  25.6%
Lottery Revenues per Student..........coumees - 129 $88 - 8108 320 227%

2 AB 3145 (Ch 1362/86)-authorizes the allocation of lottery funds to the California Youth Authority (CYA)
beginning January 1,1987. The Department of Finance estimates that CYA will receive approximately
$154,000 in lottery revenues in the current year. However, because CYA has no expenditure authority
for these funds in the current year, they are not displayed in the Governor’s Budget. In addition, the
current-year amounts for other educational segments have not been adjusted to reflect diversion of

" revenues to CYA.

b The allocations stiown for each segment reflect those: shown in the Govemor s Budget. The sum of these
components (§483,993), however, exceeds the total shown in the budget by $845,000.

Lottery Revenues Uncertain. The Lottery Commission estimates
that lottery revenues for education will be $484 million in 1986-87 and $608
million in 1987-88. (These estimates assume that the Lottery Commission
will retain ‘16 percent of total lottery revenues—the maximum amount
allowable by law—for its administrative expenses. To the extent that these
expenses were to be reduced, lottery revenues for educatlon would in-
crease by an equivalent amount.) ..

Based on these estimates, the various educational segments should re-
ceive approximately $88 per student in the current year and $108 in the
budget year. However, in our analysis of the. Lottery Commission’s budget
(please see Itern 0850) we review the assumptions used by the commission
and indicate that, unless average weekly per capita sales for on-line (“Lot-
to”) games improve above their current level, lottery revenues may be
revised downward in the current year. In add1t10n to the extent that Lotto
sales do not improve, total lottery revenues could be several hundred
million dollars lower than projected for the budget year. We are unable
to estimate the magnitude of the decline, but we note that the amount
transferred to education will decline by $340 000 for each $1 million'drop
in ant1c1pated sales.

Budget Update Needed for Lottery Revenues

We recommend that the Legislature direct the Department of Fmance
to provide new estimates of lottery revenues for the budget year as part
of the May Revision.

Although the projected revenues in the Governor’s Budget are current-
ly the Lottery Commission’s best estimates, the commission will not final-
ize its budget for 1987-88 until late spring. In the process of developing
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its budget, the commission will consider (1) mtroductlon of new lottery
games and (2) the progress of current-year sales. Both these items could
have a significant impact on revenue projections in the budget year.

In early May, the Department of Finance revises various budget items
to reflect more refined estimates of workload and inflation—factors that
are often uncertain when the Governor’s Budget is first released in Janu-
ary. We believe that there is similar uncertainty about lottery revenues
and that'a new estimate in May would provide valuable information to
lottery fund recipients. The Lottery Commission has indicated to us that
it should be able to provide revised budget-year projections at that time.
Consequently, we recommend that the Legislature direct the Depart-
ment of Finance to provide revised estimates of lottery revenues for each
educational segment as part of the May Revision.

Report on K-12 Lottery Expenditures. In accordance with Control
Section 24.60 of the 1985 Budget Act, the State Department of Education
(SDE) has prepared a report summarizing lottery expenditures by K-12
local education agencies (LEAs—including school districts and county
offices of education) in 1985-86 and LEAs’ proposed expenditures for
1986-87. SDE’s review is based upon reports received from 1,081 K-12
LEAs that have 95 percent of the state’s K-12 ADA. The department ]
review reveals the following major findings:

o LEAs spent $121 million, or 24 percent, of the lottery funds available

to them during 1985-86. Over 30 percent of the LEAs carried all of
" their 198586 lottery funds forward to the 1986-87 fiscal year.

o At the time their reports were submitted, LEAs had completed ex-
penditure plans for $503 million, or almost 60 percent, of the K-12
lottery funds expected to be available durmg 1986-87, including 1985
86 carryover balances.

« In 1985-86, 30 percent of LEAs reported using a total of approximately
$50 million in lottery revenues for salaries of certificated personnel
(generally, teachers and administrators). This amounts to 41 percent
of the lottery funds spent by LEAs in that year. Almost 49 percent of
LEAs have budgeted a total of $134 million in certificated salaries in

" 1986-87—an amount equal to 27 percent of total lottery funds they
have budgeted in the current year.

¢ In both 1985-86 and 1986-87, more than half of the LEAs spending

~ lottery -funds on certificated salaries granted raises on the salary
schedule to their employees, and these raises appear to be in the
salary wage base for subsequent fiscal years. Fewer LEAs granted

-similar increases to non-certificated (classified) employees.
o While K-12 lottery funding budgeted for salaries in 1986-87 is two-
- and-one-half times the amount expended in 1985-86, the amount
“budgeted for books, supplies, other services, and capltal outlay in-
creased six-fold over this period.

o When the actual expenditures for 1985-86 are combined with the
proposed budgets for 1986-87, the majority of K-12 Iottery expendz-
tures are for nom'ecurrmg costs.
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B. SPECIALIZED EDUCATION PROGRAMS R

. Specialized education programs—sometimes referred to as “categorical

programs”—are intended to address particular educational needs or to |
serve specific groups of students. Funding provided for these programs
may be used only for the purposes specified in law and may not be used
to support a district’s general education program. For purposes of our
analysis, we group specialized education programs into seven categories:
(1) programs relating to classroom instruction, (2) programs relating to
teaching and administration, (3) Special Education, (4) vocational educa-
tion programs, (8) compensatory education programs, (6) school desegra-
tion, and (7) other specialized education programs.

1. Programs Relating to Classroom Instruction ]
Table 16 summarizes local assistance funding from the. General Fund
and state special funds for the programs relating to classroom instruction.
In total, the classroomn instruction budget requests $494.1 million for these
programs in 1987-88—an increase of $137.2 million, or 39 percent, over
current-year expenditures. The major portion of this increase—$132 mil-
lion—is for two new programs that are proposed by the Governor. These
are (1) the Class Size Reduction program for grade 1 ($60 million) and
(2) the Educational Assistance program ($72 million). We note; however,
that these increases do not represent -additional resources to the overall
K-12 education system, because the Governor’s Budget proposes to fund
these new programs by redirecting funds from other existing programs.
This redirection proposal is discussed-in detail later in this analysis.

Table 16
) K-12 Education e
Support for Programs Relating to Classroom Instruction
Local Assistance
1985-86 through 1987-88
(dollars in thousands)

. .Change from
Actual  Est. Prop. 1986-87

Programs ’ 198586 - 1986-87  1987-88 ~ Amount Percent
School Improvement Program ...... $214,531 $224865  $226,981 $2,116 9%
Instructional Materials ............... 95,770 92,605 96,209 3,604 3.9%
High School Pupil Counseling . 7,337 7,603 7,603 — —
Environmental Education ......... . 604 604 604 L= —
Intergenerational Education ............i...: . 165 165 165 = —
Education Improvement Incentive Pro-

gram 14,300 —_— _— - — .
Curriculum on Birth Defects ... 500 500 — +300 —100.0%
Class Size Reduction Program ...... - —. 60,000 60,000 “
Educational Assistance Program .. = — 72000 72000 ¢
Educational Technology Program ... ** 27,865 25817 25817 —_ =
Institute of Computer Technology .. . 468 338 338 — -
Demonstration Programs in Reading and :

Math : 4,240 4,367 4,367 L — —

Totals $365,780  $356,864  $494,084  $137,220 38.5%

Funding Source:
General Fund $357,676  $356260  $493480  $137,220 385%
Environmental License Plate Fund ..... 604 604 604 — —_
Federal Outer Continental Shelf Lands
Act 7500 — - - _

* Not applicable.
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We recommend approval of the proposed furiding shown in Table 16 for
the following programs relating to classroom instruction, which are not
dlscussed elsewhere in this analysis:

"« School Improvement Program (Item 6100-116' 001) —$227 million
from the General Fund for the School Improvement Program (SIP).
This amount includes (1) $194.5 million for grades K-6 and (2) $32.4
million for ‘grades 7-12. The Governor’s Budget proposes to increase
funding for grade K-6 SIP by $2.1 million for a half-year, 2.2 percent

i COLA. The proposed funding for SIP in grades 7—12 is the same as is
provided in the current year. ‘

o Instructional Materials (Items 6100-186-001, 6'100-187 001, and 6100-
015-001)—$96.5 million from the General Fund for instructional

- materials local assistance and warehousing and distribution. This

7. amount inicludes (1) $73.8 million in Item 6100-186-001 for grades K-8

- local assistance, (2) $22.4 million in Item 6100-187-001-for grades 9-12
local assistance, and (3) $294,000 for state warehousing and shipping
(not shown in Table 16). The Governor’s Budgét proposes to increase

-grades K-8 instructional materials by $2.6 million’ for enrollment
growth and by $731,000 for a half-year, 2 percent COLA. The budget
also proposes to increase grades 9-12 instructional materials by $245.-

."000 for énrollment growth. The proposed amount for state warehous-

.. ing and shipping is the same as is provided in the current year, -

« High School Pupil Counseling (Item 6100-109-001)—$7.6 million from
the General Fund for supplemental counseling services -for pupils
who have not reached the age of 16 or the end of tenth grade. This
is the same level of support as is provided in the current year.

o Environmental Education (Item 6100-181-140)—$604,000 from the
Environmental License Plate Fund to provide grants to local educa-
tion agencies, other governmerital agencies, and nonprofit organiza-
tions to plan and implement education programs related to the
environment, energy, and conservation. This is the same level of
funding as is prov1ded in the current year.

o Intergenerational Education (Item 6100-128-001)—8$165,000 from the

. General Fund for programs that provide for the involvement of sen-
ior citizens in public elementary and secondary schools. This is the
same level of funding as is provided in the current year.

Our concerns and recommendations regarding the funding for the re-
maining individual classroom instruction programs are dlscussed below.

a. Class Size Reduction/Educational Assistance (ltems 6100-"3 001 and
-6100-117-001)

We recommend that the Legislature reject the Governor’s proposal to
divert funding from the Miller-Unruh Reading, Economic Impact Aid,
Gifted and Talented Education, and Native American Indian Educatmn
programs for the purpose of funding the reduction of class sizes in grade
1, because it fails to ensure that the state will continue to meet the special-
1zed needs of identified groups of students. (Reduce Item 6100-113-001 by
$60,000,000 and Item 6100-117-001 by $72,265,000.)
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The Governor proposes, over a two-year period, to eliminate approxi-
mately $132 million in funding for four categorical education programs
(Economic Impact Aid-State Compensatory Education, Miller-Unruh
Reading, Native American Indian Education, and Gifted and Talented
Edl(licatlon (GATE)), and use these funds instead to reduce class sizes in
grade 1

Specifically, in 1987-88, the Governor proposes to reduce fundmg for
the four categorical programs by $60 million and transfer this amount to
a new Class Size Reduction program (Item 6100-113-001). He also pro-
poses to combine the remaining funds from these programs (approximate-

y $72 million) into a new Educational Assistance program (Item
6100 117-001). Budget Bill language in this item indicates that funding for
the Educational Assistance program would be allocated by the Superin-
tendent of Public Instruction to fund “priority needs.” (The Governor also
proposes to eliminate all funding for Urban Impact Aid and Meade Aid.
The funding from these programs, however, has not been incorporated
into his Class Size Reduction/Education Ass1stance proposal.)

In 1988-89, the Governor proposes to divert the remaining $72 million
from the Educational Assistance program—plus any funds available from
other, unspecified sources—for use in further reducing class sizes. He
estimates that the total two-year amount of funding is sufficient to reduce
average class sizes in grade 1 from 28 to 22.

Class Size Reduction May Have Merit. The Legislature and numer-
ous education interest groups have made class size reductlon a high prior-
ity. In'response to this interest, we reviewed in last year’s Analysis the most
current literature available on the benefits of class size reduction and
discussed various issues related to the implementation of a class size reduc-
tion program, We concluded that, while reducing class sizé has the poten-
tial to yield many benefits, the available research indicates that (1) the
most significant impacts are on teachers’ morale and attitudes towards
students and (2) the most significant improvements in student achieve-
ment appear to require class sizes that are smaller than 20 students.

Furthermore, the need for any class size reduction program must be
desxgned 50 as to address the underlying causes of California’s large class
sizes. We believe that an appropriate program design is critical, in order
to (1) avoid exacerbating the current school facilities shortage and (2)
prevent an inequitable or 1nefflc1ent distribution of funding.

As a follow-up to last year’s review, we are currently working with the
staff of Policy Analysis for California Education (PACE) to identify the
major factors—such as level of general purpose funding or average teach-
er salaries—that are most closely associated with a district’s average class
size. We believe that the findings of this research will be important, be-
cause the prominence of certain factors in determmmg class size will
suggest types of programs that may be most effective in reducing class
size. We anticipate final results in the early spring and will _present our
findings to the Legislature as appropriate.

Governor’s Proposal Leaves Neediest Students Without Specialized -

Support. Although class size reduction, in general, may have merit,
and the Governor’s proposal may result in a modest enhancement of the
average educational experience and improve teaching conditions in grade
1, our analysis indicates that it fails to ensure that the continuing special-
1zed requirements of the state’s neediest pupils will be met. *

' Just four years ago, in SB 813 (Ch 498/83), the Legislature stated—w1th
the concurrence of the Governor—its belief that schools should “ensure
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that the specialized needs of identified groups of students aré met by
effective use of categorical aid funding.” In addition, despite historically
large class sizes (in 1969-70, the average class size in grades 1-3 was 27.8),
attention to students’ specialized learning needs has been a high priority
of the Legislature, and a number of programs have been developed to
accommodate those needs. . ‘ o

GATE is scheduled to “sunset,” on June 30, 1988, while the other three
programs sunset earlier on June 30, 1987. As part of the sunset evaluation
process, we have reviewed the Miller-Unruh Reading, Economic Impact
‘Aid, and Native American Indian Education programs. Our review indi-
cates thatall of these programs suffer—to a greater or lesser degree—from
a lack of a comprehensive evaluation. Consequently, the Legislature can-
not determine the extent to which they succeed in meeting the goals set
out for them in statute. In addition, we have identified various ways in
which the implementation or design of these programs could be changed,
in order to improve their effectiveness (these ideas are discussed else-
where in this analysis). We do not find, however, that the basic needs that
prompted the Legislature to create these. programs have disappeared.
Thus, while we believe that these programs can and should be improved,
we do not conclude that they should be eliminated. Accordingly, we rec-
ommend that all three programs be continued. -

The Governor’s proposal, in contrast, would eliminate funding for these
programs, which currently serve over one million students, statewide. As
a result, the special needs that were recognized by the Legislature in
establishing these programs would no longer be specifically addressed.

Class Size Reduction Does Not Eliminate Need for Categoricals.
Statements made by the Governor indicate that he has chosen to eliminate
these particular programs because they provide benefits—such as the
provision of more individualized attention which helps students to take
part in a school’s regular core curriculum—that are similar to those com-
monly associated with class size reduction. The Governor apparently be-
lieves that class size reduction will, thus, significantly reduce or eliminate
the need for these categorical programs. We believe that this conclusion
is incorrect, for three reasons: ' '

* First, there is little conclusive evidence that class size reduction, to
the level proposed by the Governor, results in significant improvement in
overall student achievement. Class size reduction, by itself, will probably
not help students overcome learning difficulties.. ‘ '

' Second, there is evidence that teachers do not necessarily change
their teaching methods in small classes. Consequently, there is little assur-
ance that students will receive needed specialized attention, even if they
are in smaller classes. ) ’ '

Third, class size reduction in grade 1 will not address the current
needs of students in the higher grades. The programs which the Governor
proposes to eliminate provide services to students at a number of grade
levels. If these programs are eliminated, school districts would no longer
be held accountable for serving these students, and their special needs
mﬁy femain urimet throughout their entire education in California
schools. . . ' :

No Consideration of Immediate Consequences.  Finally, our review
indicates that the Governor’s proposal could result in immediate, adverse
consequences including: (1) lower academic performance among stu-
dents that currently receive support from compensatory education pro-
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grams, (2) layoffs of specialized teachers and aides whose salaries are
funded under the current programs, and (3) aggravation of the current
shortage of elementary-grade teachers. These consequences are not ad-
dressed in the budget. : , '

Conclusion. In sum, the state has a long-standing policy of giving
high priority to serving students with special educational needs and has
developed programs to serve those students. Although we believe that
reducing the state’s class sizes may have merit, class size reduction in
grade 1 cannot substitute for the benefits of the special-needs programs
that the Governor proposes to eliminate. Because the Governor’s proposal
fails to ensure that the state will continue to meet the legitimate and
specialized needs of identified groups of students, we recommend that it
be rejected and that the Legislature instead restore funding to the Miller-
Unruh Reading, Economic Impact Aid—State Compensatory Education,
GATE, and Native American Indian Education programs. (These pro-
grams are discussed separately elsewhere in this analysis.)

b. School-Based Program Coordination

We recommend that the Legislature adopt supplemental report lan-
guage in Item 6100-001-001 directing the State Department of Education
to conduct a study to identify factors which are impeding school participa-
tion in the School-Based Program Coordination Act.

The School-Based Program Coordination Act (Ch 100/81) allows schools
and school districts to coordinate one or more categorical programs at the
school site level. The major programs ‘which may be coordinated through
the act’s provisions include: ‘ : :

Special Education,
" Economic Impact Aid,
School Improvement Program,
‘Miller-Unruh Reading Program,
Gifted and Talented Education,
Educational Technology, and
Local Staff Development Programs.

The act allows schools to combine materials and staff funded by some
or all of the various categorical programs, without requiring that resources
from each program be used exclusively to provide services to students
who are specifically identified as eligible for that program.

- Legislative Analyst Report. Current law requires the Legislative
Analyst to report annually in the Analysis of the Budget Bill regarding the
implementation of programs operated pursuant to this program, with
particular reference to the effects on those children who are intended to
be served by the categorical programs included under the act.

Chapter 1270, Statutes of 1983, repealed requirements that school dis-
tricts submit to the State Department of Education (SDE) school site
plans for the implementation of school-based coordinated programs. In-
stead, plans are reviewed and maintained by each local school district.
They are reviewed by SDE only (1) during on-site visits and compliance
reviews, which are conducted in each district every three years, and (2)
when there is a complaint regarding any of the categorical programs at
a particular school. As a result of this change in the law, neither we nor
SDE have been able to obtain any comprehensive, detailed information
on the implementation of school-based coordinated programs. Based on
the information that SDE has been able to provide us, however, one fact
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is clear: the reported level of participation under the act is extremely low
and has been declining: precipitously.

Participation Declining. As Table 17 shows, only 175 schools and 98
school districts report using provisions of the School-Based Program Coor-
dination Act in the current year. These figures represent only 10 percent
of the total number of school districts and less than 3 percent of the total
number of schools statewidé. The table further shows that the number of
schools reporting participation in the act has declined by over 65 percent
in the past two years.

Table 17
K-12 Education:
Reported Participation in School-Based
Program Coordination Act
1984-85 through 1986-87

Change from
) 1984-85
1984-85 1985-86 1986-87 Amount ' Percent
Schools y 512 372 175 —337 —65.8%
Districts....... 191 129 98 -93 ‘—487

It is not 1mmed1ate1y apparent why schools have been opting out of the
coordination program. Last year, SDE indicated that the decline from
1984-85 may have been due to more careful administrative reviewto
ensure that districts’ reported levels of participation were accurate. This
year, SDE reports that the program application was added .as an adden-
dum to the consolidated application, and may have been overlooked by
schools which usually participate in the program. Our own review.indi-
cates that there is considerable confusion, at both the local and state levels,
about how this measure is to be 1mp1emented We believe that this fact—
as much as any other cited by SDE—may account for the extremly low
levels of program participation.

If the Legislature is to achieve the goals of the School-Based Program
Coordination Act, it must first determine whether the current impedi-
ments to participation are actually caused by features of current law, or
are merely the result of program implementation. The information that
is currently available from SDE provides an insufficient basis for making
this determination. We believe, however, that an analysis of the plans
which are currently maintained by school districts (in conjunction with
surveysor interviews, as needed) would provide the necessary informa-
tion.

Recommendation. We therefore recommend that the Leglslature
direct the department to conduct a detailed study of those factofs which
are impeding program participation. Once these factors are identified,
both the department and the Legislature will be able to determine what
additional actions need to be taken, in order to promote effective im-
plementation of coordinated programs. Specifically, we recommend that
the following supplemental report language be adopted in Item 6100-001-
001 (the department’s main support item):

“The State Department of Education shall conduct a detailed study of

factors that are impeding school district participation in the School-

Based Program Coordination Act. This report shall identify specific

administrative and legislative actions that should be taken in order to
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further the goals of the act, and shall be submitted to the legislative
budget committees by November 15, 1987.”

¢. Educational Technology Program (ltem 6100-181-001)
We recommend approval, '

The Educational Technology program, as amended by Ch 1133/83 (AB
803), provides support for the use of technology in the classroom. Specifi-
cally, AB 803 authorizes the expenditure of program funds for a variety of
uses, including grants to schools to support the acquisition of computer
hardware and software, the purchase of statewide software and instruc-
tional television (ITV) licenses, and various resource and support services
and projects that support the use of technology in the classroom.

The Governor’s Budget proposes to appropriate $25.8 million for the
program in 1987-88. This is the same level of funding as provided in the
current year, and will support approximately the same level of services.
The majority of program funds are used to fund district “adoption and
expansion” matching grants. Over the three years of the program, a total
of approximately 2,600 elementary and 1,500 secondary schools have re-
ceived such grants.

Long-Range Plan Inadequate. Supplemental report language to the
1986 Budget Act required the State Board of Education, by November 30,
1986, to adopt a long-range plan for the Educational Technology program.
In the Analysis of the 1986-87 Budget Bill, we noted that such a long-range
plan is needed to enable the Legislature to (1) determine whether the
program is effective, (2) judge the appropriateness of the program’s ex-
penditures, and (3) determine a proper funding level.

The State Department of Education (SDE) developed, and the State
Board of Education adopted a long-range plan for the Educational Tech-
nology program. We have reviewed this document and find that it does
not meet the Legislature’s needs. The plan does not contain specific,
measurable goals and objectives, or an implementation strategy and time-
line for meeting the goals of the program given the current level of
funding.

We expect that these concerns will be addressed in the department’s
upcoming sunset report on the Educational Technology program. Current
statute requires (1) the State Board of Education to transmit to the Legis-
lature a sunset report on the Educational Technology program by March
1, 1987, and (2) the Legislative Analyst, within 90 days, to review the
report and make recommendations to the Legislature. Based on the rec-
ommendations made in these reports, the Legislature must enact legisla-
tion to continue the program, which otherwise will sunset on June 30, 1989.

d. Institute of Computer Technology (ICT) (Item 6100-181-001)

The Institute of Computer Technology (ICT) was established, pursuant
to Ch 1528/82, by three school districts in Santa Clara County—Sunnyvale
Elementary, Fremont Union High School, and Los Gatos Joint Union High
School. The ICT provides education and training in computer technology
for pupils in grades K-12 and adults.

The budget proposes a General Fund appropriation of $338,000 for this
program in 1987-88. This amount, which is equal to current-year funding,
will support approximately 100 ADA.

3175444
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Curriculum Dissemination Authorization Needed

We recommend that the Legislature adopt Budget Bill language author-
izing the Institute of Computer Technology to use up to $50,000 for the
purposes of disseminating the computer technology curriculum that it
developed pursuant to SB 356.

Senate Bill 356 (Ch 1516/85) appropriated $200,000 to the ICT for use
in developing and testing a computer technology curriculum in 1985-86
and 1986-87. In the 1986 Budget Act, the Legislature also increased the
ICT allocation by $67,000 to fund the 100 ADA that the ICT estimated
would be necessary in order for it to properly develop and test the cur-
riculum.

The development and testing of the curriculum is on schedule. The ICT
anticipates that the curriculum will be ready for dissemination in the
budget year, provided that it is validated by the field tests and meets
quality standards established by the State Department of Education. Our
analysis indicates, however, that the ICT does not have the explicit statu-
tory authority to use the funds appropriated in the Budget Act for dissemi-
nation activities.

Our review indicates that it would be appropriate for the ICT to use a
portion of the $67,000 augmentation it received in the 1986 Budget Act for
dissemination activities. This is because this amount was originally pro-
vided in order to fund an enrollment level that would allow the ICT to
properly develop and test the curriculum. Since the ICT will not be devel-
oping a new curriculum in the budget year, we believe that it would be
appropriate for the ICT to use these funds to disseminate the curriculum
it has developed. .

Based on experience from educational technology program disseminat-
ing activities, the ICT estimates that $50,000 would be needed to dissemi-
nate the curriculum. The ICT also plans to recover a portion of these costs
by charging fees to cover the costs of duplicating and shipping the materi-
als. We concur with this proposed plan for funding the ICT"’s dissemination
activities.

Accordingly, we recommend that the Legislature adopt the following
Budget Bill language in Item 6100-181-001:

“Of the amount specified in Provision 1 of this item for the Institute of
Computer Technology, an amount not to exceed $50,000 may be used
for the purposes of disseminating curriculum developed pursuant to
Chapter 1516, Statutes of 1985.”

e. Demonstration Programs in Reading and Mathematics (Iltem 6100-146-001)

We recommend approval.

Demonstration programs in reading and mathematics were established
to provide cost-effective, exemplary reading and math programs in grades
7 through 9, using innovative instructional techniques. The enabling legis-
lation for the demonstration programs specifies that they are intended to
(1) develop new approaches to the teaching of reading and mathematics,
(2) provide information about the successful aspects of the projects, and
(3) encourage project replication in other schools. The legislation further
requires that the programs be ranked annually according to evaluation
results, with state support withdrawn from the lowest-rated programs.
The program currently serves 30 schools in 18 districts.
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The Governor’s Budget proposes an appropriation of $4.4 million from
the General Fund for the demonstration programs in 1987-88. This is the
same level of support as is provided in the current year.

During budget hearings last year, some members of the Legislature
expressed an interest in demonstration program evaluations, especially
longitudinal evaluations, that attempt to identify and measure long-term
program effects. In response to this interest, we have conducted a review
of demonstration program evalulations, which follows.

Program Evaluation. As indicated above, each demonstration pro-
gram is evaluated annually to determine its cost-effectiveness (based on
program cost per unit of improvement on a standardized test). Annual
evaluations tend to show substantial increases in test scores between fall
and spring. : ' :

We have identified and reviewed one longitudinal evaluation of a dem-
onstration program, which was conducted by the Long Beach Unified
School District. This study compared the short- and long-term achieve-
ment gains of 130 demonstration program students with the gains of 130
non-demonstration program students who were matched according to sex,
language proficiency, reading comprehension, and mathematics ability.
Results show that program participants realized greater immediate gains
on standardized tests, and continued to score higher than non-participants
into senior high school. In addition, a greater number of program partici-
pants took elective mathematics courses in high school..

Although these results are impressive, we have identified a problem
with the selection of the comparison group students that may reduce their
validity. Specifically, it is likely that a high rate of student mobility existed
among students in the comparison group, but not in the demonstration
program group. Student mobility may have a negative impact on academ-
ic performance by disrupting the continuity of instruction. In addition, a
high rate of mobility may reflect an unstable family background that can
further impair academic performance. Accordingly, the results of this
study may partly reflect the advantages of stability over instability, in
addition to the superiority of the demonstration program over the regular
district programs. , o L

Nevertheless, there is no reason to believe that the demonstration pro-
gram did not:contribute—at least partly—to the obseérved improvements.
Because of the apparent effectiveness of the program, and because our
review indicates that it is being implemented in accordance with legisla-
tive intent, we recommend that the funding be approved as budgeted.

2. Programs Relating to Teaching and Administration

Table 18 sumnmarizes General Fund and federal fund local assistance
funding in the prior, current, and budget years for the programs relating
to teaching and administration. All' of these programs are either staff
development programs, have staff development components, or relate in
some way to teacher education and training. '

As the table shows, thie budget requests over $89 million from the Gen-
eral Fund for these programs in 1987-88. This is an increase of 4.1 percent
over current-year expenditures, and primarily reflects a $4 million aug-
mentation for the Mentor Teacher Program—the only General Fund staff
development program proposed to receive an increase in the budget year.
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Table 18
K-12 Education
Support for Programs Relating to Teaching and Administration
Local Assistance ° ’
1985-86 through 1987-88
(dollars in thousands)

Change
Actual Est. Prop. _from 1986-87
Program 198586  1986-87 198788 Amount Percent
General Fund:
Mentor Teacher Program ....ovcivnennesinnns $44,750 $45,750 $49,750 $4,000 8.7%
Teacher Education and Computer Centers.. 12,461 12,586 12,586 — —
Administrator Training and Evaluation Pro-
gram 4,124 4233 4,202 -3l —07
School Personnel Staff Development Pro-
gram 3,609 3,645 3,645 — —
SDE/CSU Minority Underrepresentation and
Teaching Improvement Program ................ —_ 542 542 — —
Ca. International Studies Project — 480 480 — —
Pilot Project to Improve Administrative Per-
sonnel — 250 — —-250 -100
K-12 Staff Development Study .......ccorueerecrreeens .- 100° — —-100 -100
Classroom Teacher Instructional Improve-
ment Program 16,900 172004 17100 —100 —06
Bilingual Teacher Training Program.............. 834 842 842 — —
School Business Personnel Staff Develop-
ment Program 250 250 250 — —
Subtotals, General Fund ........ccceiveevevnrenienns $82,928 $85,878 $89,397 $3,519 41%
Federal funds: .
Math and Science Teacher Training Grant.. - $5,523 $2,405 $5,448 $3,043 126.5%
Totals $88451 - $88,283  $94,845  $6,562 74%

4 The table does not include staff development programs funded from federal Education Consolidation
and Improvement Act (ECIA), Chapter 2 funds.

b This amount includes $31,000 reappropriated from 1985-86.

¢ This amount was transferred from Item 6100-191-001 (d)—Classroom Teacher Instructional Improve-
ment Program, to Item 6420-001-001—California Postsecondary Education Commission (CPEC)—to
supplement the $200,000 provided in CPEC’s budget for the purpose of contracting for a study on
K-12 staff development programs. ’

4 This amount includes $200,000 reappropriated from 1985-86. '

We recommend approval of the proposed funding shown in Table 18 for
the following programs relating to teaching and administration, which are

not discussed elsewhere in this analysis:

o Mentor Teacher Program (Item 6100-191-001 (b) ) —$49.8 million from
the General Fund to provide $4,000 stipends and $2,000 support cost
allowances for 8,292 mentor teachers, which represent approximately
4% of the state’s eligible teachers. This request, which is an increase
of $4 million (8.7%) above the current-year amount, supports as men-
tors the same percentage of the state’s eligible teachers that is sup-
ported in the current-year. - ' :

e Teacher Education and Computer Centers (Item 6100-191-001 (f))
—$12.6 million from the General Fund to support 17 Teacher Educa-
tion and Computer Centers (TECCs) in 1987-88. This amount is equal
to current-year funding and will support the TECCs in their new
mission of providing regional staff development services for strength-
ening curriculum and instruction in K-12 classrooms across all sub-
jects. In the current year, the TECC appropriation also supports seven
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Curriculum Implementation Centers ($1.5 million), Instructional
Materials Display Centers ($145,000), a software clearing house
($135,000), the Math/Science Retraining Center ($120,000), and the
California Mathematics Initiative ($141,000).

o Administrator Training and Evaluation Program (Item 6100-191-001
(a))—$4.2 million from the General Fund to support the Central
Institute and 11 regional administrator training centers of the Califor-
nia School Leadership Academy (CSLA), which develops curricula
and provides intensive training to school administrators in the area of
instructional leadership. This is the same level of funding as provided
in the current-year.

s School Personnel Staff Development Program (Item 6100-191-001
(¢))—$3.6 million from the General Fund to support grants to K-12
schools to implement locally-developed staff development programs.
This amount is equal to funding provided—and will support approxi-
mately the same number of grants as—in the current year.

e SDE/CSU Minority Underrepresentation and Teaching Improve-
ment Program (Item 6100-191-001 (h))—$542,000 from the General
Fund to support the State Department of Education’s (SDE) share in
the second year of a joint program with the California State University
(CSU) to improve teacher education and address the problem of
minority underrepresentation in higher education. This budget re-
quest, which is equal to the current-year amount, will provide con-
tinued support for three components of the program: (1)
Intermediate School Program to Improve College Readiness, (2)
Comprehensive Teacher Institutes, and (3) Retention of New Teach-
ers in Inner City Schools.

o California International Studies Project (Item 6100-191-001 (i))—
$480,000 from the General Fund to continue support for the project,
which provides curriculum and staff development in international
studies for K-12 teachers, in collaboration with colleges and universi-
ties. This budget request, which is equal to the current-year amount,
will support the six regional centers established in the current year.
It will not, however, support the establishment of six new centers, as
specified in the authorizing legislation, AB 2543 (Ch 1173/85).

e Math and Science Teacher Training Grant (Item 6100-128-890) —$5.4
million from the federal Education for Economic Security Act, Title
I1 (PL 98-377) grant program which provides funds to improve teach-
er training and retraining in the fields of mathematics and science.
The SDE anticipates that it will receive the grant in the budget year
at approximately the same level that was received in 1985-86, the first
year of the program.

Our concerns and recommendations with the funding for the remaining
individual teaching and administration programs are discussed below. In
the current year and through part of the budget year, the Legislature has
funded a $300,000 study (described more fully below) to examine the
state’s K-12 staff development system, of which all of these programs are
a part. Because this comprehensive study will likely result in recommen-
dations for major changes in the delivery and funding of staff development
services, we believe it would not be appropriate for us to recommend any
programmatic changes in the individual programs at this time. According-
ly, our analyses and recommendations of the individual staff development
programs are limited to issues that are technical in nature. :

In addition, in a separate report (87-5), we analyze the cost-effective-
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ness of the Teacher Trainee program, created by SB 813 (Ch 498/83).
Based on our finding that the Teacher Trainee program can be a cost-
effective approach to training teachers, we outline various options that the
Legislature may wish to consider to expand the program.

a. K-12 Education Staff Development Policy Study

Over the past ten years, the number of special staff development pro-
grams and the amount of funding—particularly state funding—devoted to
such programs has increased dramatically, from four programs costing
roughly $1.6 million in 1978-79 to 20 programs costing over $100 million
in 1986-87. This increase in funding, along with evidence that the current
system is not a cohesive, well-coordinated one, prompted legislative con-
cern that staff development funds are not being spent in the most cost-
effective manner. In order to address this concern, the Legislature pro-
vided $300,000 to the California Postsecondary Education Commission
(CPEC) in the 1986 Budget Act, for the purposes of contracting for a study
of the state’s K-12 staff development programs. :

In response to this directive, CPEC convened an advisory committee
composed of legislative staff and representatives from the Department of
Finance, the Commission on Teacher Credentialing, the Department of
Education, the teacher unions, and other interested parties. With input
from this committee, CPEC solicited bids for the study and selected Far
West Laboratory for Educational Research and Development, in conjunc-
tioré with Policy Analysis for California Education (PACE) to conduct the
study. ' : v

Study Highlights. Far West Laboratory and PACE have begun
working on the study and are proceeding in a timely manner. The study
consists of six main data collection activities:: =

e State and federal programs—current state staff development policy
will be described through an inventory and analysis of state and fed-

-. eral staff development programs; ; _

e Local patterns of use—current local staff development policies and
practices will be assessed through an in-depth examination of a repre-
sentative sample of 32 districts and 8 staff development “regions;”

o “Lighthouse” examples—an understanding of what makes local staff
development programs successful will be gained from a detailed ex-
amination of two eounties and two school districts that have wide-
spread reputations for well-organized and effective staff develop-
ment programs;

e Teacher and administrator views—teacher and administrator views
of, and preferences for staff development will be assessed through a
statewide survey. of a random sample of 1,200 teachers and 200 ad-
ministrators; - . ,

o Provider views—the broad picture of how staff development re-
sources are used will be completed from a statewide survey of all

_school districts, county offices of education and state-funded regional
service providers; and ‘ ,

o Staff development in other states—information on alternative state-

level approaches to staff development funding, policy, and programs
.will be gathered from a survey of approximately 20 other states.

From the data collected, the researchers will (1) describe how staff
development “works” in the state, and (2) estimate how much is being
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spent on staff development. Based on what appears to be operating effec-
tively, the study will develop alternative staff development models, simu-
late the cost of the different models, and make recommendations for the
Legislature’s consideration. ,

Far West Laboratory will submit a preliminary report of research find-
ings by October 15, 1987 and a final report of findings and conclusions by
December 15, 1987. Following submission of the preliminary report CPEC
will convene an advisory group to develop policy recommendations and
will then submit recommendations to the Legislature by January 15, 1988.

b. Classroom Teacher Instructional Improvement Program (CTIIP) (ltem 6100-
191-001 (d))

The Classroom Teacher Instructional Improvement Program (CTIIP),
established by SB 813, was created as a means for encouraging classroom
teachers to improve the quality of instruction. Under the program, the
Superintendent of Public Instruction awards each applicant school district
funds equal to $2,000 times 5 percent of the number of permanent, full-
time teachers in the district (excluding teachers in adult education, child
care, and regional occupational programs). Teachers employed by these
districts may in turn apply for grants of up to $2,000 for use in improving
the quality of classroom instruction.

The grants are awarded by district governing boards, based on recom-
mendations made by the district’s instructional improvement committee.
The committee, which is composed primarily of teachers, reviews all
proposals and develops an overall plan for allocating the district’s entitle-
ment. The district may also request reimbursement for administrative
costs in an amount not to exceed 5 percent of its entitlement for funds. In
the current year, approximately 930 of California’s 1,028 school districts
are participating in CTIIP. These districts employ approximately 99 per-
cent of the total number of eligible teachers in the state.

Table 19
K-12 Education
Classroom Teacher Instructional Improvement Program
Funding History
1984-85 through 1987-88
(dollars in thousands)

Actual Actual Est. Prop.
1984-85  1985-86 ~1986-87  1987-88
Budget Act Appropriation $17,100 $17,100 $17,100 $17,100
Reappropriation - —200 200 —
Redirection — —_ —-100 =11
~ Total Available $17100  $16900 '$17200  $17,089
Estimated Maximum Entitlements ........c.ccoonvnvnscronnisienne 16,732 17,179 16,785* 17,268
Total Dollar Amount Claimed by School Districts ........ 15,992 16,850 N/AC N/AS
Balance Available (appropriation less amount claimed) 1,108 50 415¢ —179¢

* In 1986-87 the entitlement calculation methodology was modified, which had the effect of reducing the
entitlement amount.
b [ egislative Analyst’s projection, based on a 2.9 percent projected growth in the number of eligible
teachers.
¢ Not Available.
Appropriations less maximum entitlements.
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Table 19 summarizes the funding history for the CTIIP program. As the
table shows, the program has been funded at a level of $17.1 million since
1984-85, the first year of the program. In the current year, a total of $17.2
million is available for the program, because (1) $200,000 was reappro-
priated from the 1985 Budget Act, and (2) $100,000 was transferred on a
one-time basis from the CTIIP program to fund a CPEC staff development
study in the current year.

Budget Proposal. In 1987-88, the Governor proposes to (1) appro-
priate $17,100,000 for the CTIIP, and (2) redirect $11,000 of this amount
to provide partial funding for a cost-effectiveness study of bilingual teach-
er training programs (discussed later in this analysis), leaving a total of
$17,089,000 available for the program.

Proposed Funding Level Does Not Account for Available Balances

We recommend that the $17.1 million proposed from the General Fund
for the Classroom Teacher Instructional Improvement Program be re-
duced by $1.3 million, because sufficient unused funds exist from prior
year appropriations to fully support the program in the budget year. Con-
sistent with this recommendation, we recommend that the Legislature
reappropriate in Item 6100-490, the unused balances from specified years.
(Reduce Item 6100-191-001 (d) by $1,300,000.)

Our analysis of the Governor’s proposal for CTIIP indicates that it would
provide at least $1.3 million more than is needed to fully fund the program.
This is because the budget (1) fails to take account of at least $1.5 million
in unused balances from 1984-85 and 1986-87 that could be used to fund
the program in 1987-88 and (2) provides insufficient funding for the
estimated maximum level of program entitlements during the budget
year, thereby underfunding the program by up to $179,000.

$1.5 Million in Unused Balances Available. Table 19 shows that, of
the $17.1 million appropriated for CTIIP in 1984-85, only $16 million was
actually claimed by participating school districts, leaving an unexpended
balance of $1.1 million. These funds may only be used to reimburse school
districts for grants awarded in 1984-85. If they are not claimed or reappro-
priated for expenditure in the budget year, they will revert to the General
Fund at the end of 1986-87. ‘

The table also shows that, in 1986-87, school districts’ maximum entitle-
ments to CTIIP funding are estimated to total only $16.8 million, leaving
a balance of at least $400,000 that will not be needed in the current year.
(As the table shows, the actual amount claimed by school districts that
have chosen to participate in the program, has always been less than the
maximum amounts to which they were entitled.) If these funds are not
used, they will not revert to the General Fund until the end of 1988-89.

Baseline Funding Requirements May Be Underestimated. As noted,

the budget proposes a total of $17,089,000 for the CTIIP in 1987-88. We
estimate, however, that the maximum entitlements for the budget year
will total approximately $17.3 million. This is based on a projected 2.9
percent growth in the number of eligible teachers, which is similar to
Department of Finance projections for average daily attendance (ADA)
growth. The budget, therefore, understates the program’s baseline fund-
ing requirements by up to $179,000.

Recommendation. Our analysis indicates that, if the balances from
the 1984-85 and 1986-87 appropriations are reappropriated for use in
1987-88, a total of $18.6 million will be available for the CTIIP in the
budget year. Since we estimate the program’s funding requirement in this
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year to be no more than $17.3 million, this leaves a balance of $1,344,000
that will not be needed in the budget year. Accordingly, we recommend
that the Legislature reduce the appropriation for the CTIIP program by
$1,300,000. (In our analysis of the Bilingual Teacher Training program
which follows, we recommend that the Legislature use $39,000 of the
remainder to fund a legislatively-required study of the program’s cost-
effectiveness.)

Consistent with this recommendation, we further recommend that the
Legislature adopt the following Budget Bill language reappropriating the
balances from the 1984-85 and 1986-87 Budget Acts in Item 6100-490, to
fund the CTIIP in 1987-88:

“() The undisbursed balance of subschedule (f) of Item 6100-191-001 of
the Budget Act of 1984, and the unencumbered balances of subsched-
ule (d) of Item 6100-191-001 and paragraph (4) of Item 6100-490 of the
Budget Act of 1986, for the purposes of funding the Classroom Teacher
Instructional Improvement Program pursuant to Chapter 3.3 (com-
mencing with Section 44700) of Part 25 of the Education Code, in 1987-
88.”

<. Bilingual Teacher Training Program (BTTP) (ltem 6100-191-001 (e))

Chapter 1169, Statutes of 1981, established the Bilingual Teacher Train-
ing Program (BTTP), to provide training for teachers who are seeking
certification as bilingual instructors and have been granted temporary
waivers of the certification requirements. In the current year, the State
Department of Education (SDE) is providing grants to ten training sites,
which together provide training for approximately 2,000 of the over 5,000
teachers on bilingual waiver.

The teachers that are not served by one of the ten state-funded sites are
required to attend either (1) a Commission on Teacher Credentialing-
approved bilingual credential program offered at a postsecondary institu-
tion, or (2) a school district program. The majority of waivered teachers
who are not in state programs attend school district programs. These
programs receive no specific, direct state support; however, they must
meet the standards and criteria established by the SDE. .

The budget proposes $842,000 from the General Fund for the BTTP in
1987-88. This funding level is equal to the current year amount and will
support approximately the same level of services.

Cost-Effectiveness Study Underfunded ‘

We recommend that the Legislature redirect an additional $39,000 from
the Classroom Teacher Instructional Improvement program (Item 6100-
191-001 (d)) to fund a cost-effectiveness study of state and local bilingual
teacher training programs, because the $39,000 in carry-over state opera-
tions funds that the Governor’s Budget proposes to use to fund the study
will not be available in the budget year.

Supplemental report language to the 1986 Budget Act required the SDE
to develop a proposal to study both the state Bilingual Teacher Training
Program and school district sponsored bilingual training programs, and to
submit this proposal to the Department of Finance for consideration and
inclusion in the Governor’s Budget for 1987-88. In response to this direc-
tive, the SDE submitted a Budget Change Proposal (BCP) requesting
$50,000 for the study. :

The Governor’s Budget proposes to fund the study from (1) $39,000 in
state operations funds, carried over from previous years, that were first
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appropriated in the legislation that authorized the BTTP (Ch 1169/81),
and (2) $11,000 redirected from the Classroom Teacher Instructional Im-
provement Program (CTIIP)—Item 6100-191-001 (d).

Our review of the SDE’s study proposal finds that it is reasonable and
should meet the Legislature’s needs for additional information regarding
the cost-effectiveness of various bilingual teacher training programs, Our
review also indicates, however, that the $39,000 in carry-over funds
proposed to fund the study will be used in the current year to support
BTTP state operations costs and will not be available in the budget year.
We also find that the Budget Bill language relating to the study, (1) does
not fully reflect the intent of the supplemental report language adopted
by the Legislature, and (2) fails to specify a due date for the report.

If our recommendation relating to CTIIP (discussed earlier in this anal-
ysis) is adopted, there will be sufficient funds available from the CTIIP
appropriation to fully fund CTIIP and the cost-effectiveness study. (If our
recommendation relating to CTIIP is inot adopted, however, any funds
diverted from CTIIP to fund the study would result in further underfund-
ing of the CTIIP.) Accordingly, in order to fully fund the study, and to
ensure that the Legislature’s information needs are met in a timely man-
ner, we recommend that the Legislature amend the Budget Bill language
in Provision 5 of Item 6100-191-001, as follows:

“5. Notwithstanding any other provision of law to the contrary, of the
amount appropriated in subschedule (d) of this item, $345000 $50,000
shall be used to study the cost-effectiveness and characteristics of the
different types of state and school district bilingual teacher training
programs and based on the findings develop alternative strategies for
training teachers on bilingual waiver. The Superintendent shall, submit
the report to the Legislature, by December 1, 1988. The amount remain-
ing shall be the maximum amount allocated for the purposes of Chapter
3.3 —Classroom Teacher Instructional Improvement Program (com-
mencing with Section 44700) of Part 25 of the Education Code.”

d. School Business Personnel Staff Development Program (ltem 6100-191-001
(9)) : , ,
We withhold recommendation on $250,000 requested from the General
Fund for the School Business Personnel Staff Development Program,
pending receipt of a budget proposal.

The School Business Personnel Staff Development Program, a new pro-
gram established by Senate Bill 62 (Ch 1149/85), is a five-year program to
provide in-service training for school business personnel in the skills that
are necessary to carry out the business operations of county offices of
education and school districts. Last year, SDE contracted with the firm of
Arthur Young to assess these fiscal management training needs. This as-
sessment identified over 100 areas that should be addressed through staff
development, and estimated the cost of developing and delivering a pro-
gram in each identified area of need.

SDE decided that it is not possible or practical, given the limited re-
sources of the program, to develop training curricula and provide training
in each of the 100:areas of training need. In view of this problem, the SDE
convened a meeting of representatives from the educational community
to discuss how the many needs identified in the report could be best
addressed within the program’s existing funding level. Based on input
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from this conference, the SDE is now in the process of developing the
program for both the current and budget years.

The budget proposes $250,000 for the School Business Personnel Staff
Development Program in the budget year, which is equal to the current-
year amount. At the time this analysis was written, SDE had not prepared
a proposal on which we could base our analysis of the funding request. The
department indicates, however, that this information will be available
prior to budget hearings. Pending receipt of the budget proposal, we
withhold recommendation on this item.

3. SPECIAL EDUCATION (Htems 6100-006-001, 6100-007-001, 6100-161-001,
6100-161-890, and 6100-162-001)

The main elements of the Special Education program include (1) the
Master Plan for Special Education, (2) state administration, and (3). the
state special schools. In 1986-87, the program will serve approximately
379,000 students (excluding those in state special schools) who are learn-
ing, communicatively, physically, or severely handicapped. .

... Table 20 shows the expenditures and funding for the Special Education
program in the prior, current, and budget year. During 1987-88, total
support is proposed at approximately $1.8 billion—$1.3 billion from the
General Fund (including amounts budgeted in revenue limit apportion-
ments that support special education), $354 million from local funds, and
$121.1 million from federal funds.

As shown in the table, the total amount proposed for the Special Educa-
tion program ($1.8 billion) represents an increase of $106 million (6.3
percent) over the current-year level of expenditures. This increase in-
cludes (1) $17.5 million for a 2.2 percent cost-of-living increase effective
January 1, 1988, (2) $22.4 million to eliminate program deficiencies, and
(3) $66 million to expand or evaluate existing programs.

In addition, the budget overfunds the amount required for school dis-
trict and county office of education base entitlements by $16.3 million.
(The Department of Finance indicates that this results from technical
errors and that it will make the required adjustments in the May Revi-
sion.) :

We recommend approval of the proposed funding shown in Table 20 for
the following program elements, which are not discussed elsewhere in this
analysis: . : _

o State Special Schools (Item 6100-006-001 and 6100-007-001—$43 mil-
lion from the General Fund for the six state special schools sérving the
blind, deaf, and neurologically handicapped. This amount includes
(1) $42.5 million for operation of the schools, and (2) $425,000 for
transportation. SDE estimates that the schools will serve a total of
1,436 students in 1987-88.

o Alternatives to Special Education (Item 6100-162-001)—$640,000 from
the General Fund for programs designed to reduce the need for
placing children in the Special Education program. Within this cate-
gory, funding for the Early Intervention for School Success program
-will increase by $115,000, in order to (1) implement the program in
31 additional sites, and (2) fund one additional clerical position.

Our concerns and recommendations with the remaining budget for the
Special Education program are discussed below.
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Table 20
K-12 Education ) ’ i
Special Education Program
1985-86 through 1987-88 '
(dollars in thousands) |
Change From : ‘
Actual Est. Prop. 1986-87 i
Expenditures 1985-86 1986-87 1987-88 Amount . Percent
1. State Operations * i
State Administration........c........... $6,230 $7,372 $7,384 $12 0.2% i !
Clearinghouse Depository............ 570 636 636 — —
Southwest Deaf-Blind Center .... 18 149 149 — —_
Special Schools 40,484 42,989 ° 49,599 be —467 -11
Special Schools Transportation .. 529 429 425 —4 —09
Alternative Programs........ccerreeen. 39 50 50 — —
Subtotals $47,870 $51,625 $51,166 —$459 -0.9%
2. Local Assistance
Support for Local Programs........ $1,480,002 $1,610,020  $1,713,8639  $103,843 6.4% ‘
(General Fund) (878,659) (981,583)  (1,067,103) (85,520) 87 ‘ !
(Federal funds) (81,692) (85,757) (96,239) (10,482) 12.2 -
(Local funding (Excluding ‘ ‘
Revenue Limits)) ®.oon. (250,026)  (256300) (264,141 (7,841) 3.1 |
(Revenue Limit funds) f.. (269,625) (286,380) (286,380) — —
Federally-funded Programs ........ 15,487 15,678 17,678 2,000 12.8
Alternative Programs..........c..cc... 105 525 640 115 21.9
(School Success Program) ...... (108) (318) (430) (115) 36.5
(Hyperactivity Pilot Project).. — (210) (210) — -
YT ¢] 01 1O $1,495594  $1,626223  $1,732,181 $105,958 6.5% ‘
Totals $1,543,464 $1,677,848 $1,783,347 $105,499 6.3% |
Funding Source:
General Fund 8 $1,105,862 $1,223,123 $1,308,247 $85,124 7.0% [
Federal funds .......oionvvcsnsscrnssirenns 103,288 108,564 121,098 12,534 115 )
Local" 330,914 342,214 350,055 7,841 23 o
Reimbursements...........c.corcrornrerenen. 3,401 3,947 3,947 — —_ i

* Except for the state special schools, the table does not reflect the impact, if any, of the Governor’s
proposed one percent reduction.

b Excludes amount for SDE administration.

¢ Amount shown has been reduced from figure in Governor’s Budget to reflect Governor’s proposed
one-percent reduction in 1987-88. )

4 Includes $13 million to fund estimated current-year deficiency.

¢ Includes county property taxes, computed local general fund contribution, and net negative entitle-
ments.

f Revenue limit funding calculated for use in special education.

& Includes estimated state funding share of revenue limit (70 percent).

" Includes estimated local funding share of revenue limit (30 percent).

a. Master Plan for Special Education (ltem 6100-161-001)

Students in California’s K-12 public schools receive special education
and related services through the Master Plan for Special Education
(MPSE). Under the Master Plan, school districts and county offices of
education administer services through regional organizations called spe-
cial education local plan areas (SELPAs). Each SELPA is required to
adopt a plan which details the provision of special education services
among the member districts. The SELPA may consist of a single district,
g group of districts, or the county office of education in combination with

istricts.
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School districts and county offices of education receive state reimburse-
ment for their special education program costs, based on (1) the current
level of services provided, (2) costs incurred in 1979-80, adjusted for
inflation, (3) local general fund contributions to the program, (4) federal
funds, and (5) local property taxes. Regional services are funded at a
uniform reimbursement rate per pupil served.

Students Served. Currently, MPSE programs serve approximately
379,000 students with learning and/or physical disabilities, through one of
four instructional settings:

¢ Designated Instruction and Services (DIS)—an instructional setting
that provides special services such as speech therapy, guidance, and
counseling to students in conjunction with their regular or special
education classes.

o Resource Specialist Program (RSP)—a program that provides instruc-
tion and services to pupils who are assigned to regular classroom
teachers for the majority of the school day.

o Special Day Class or Center (SDC)—a classroom or facility designed
to meet the needs of severely handicapped students who cannot be
served in regular education programs.

' Nonpublic Schools—schools serving special education students whose
needs cannot be met in public school settings.

Table 21 displays the distribution of special education students, by gen-

eral disability and instructional setting, as of December 1, 1985.

Table 21

K~-12 Education
Special Education Enroliment
December 1, 1985

Disability
Communi- )
Placement cation  Learning Physical Severe  Totals
Designated Instruction and Services (DIS).... 90,222 6,061 12,137 1,717 110,137
Resource Specialist Program (RSP) ......coniene 1,854 141,416 1,941 1,135 146,346
Special Day Class (SDC) ...covvvvrrunnee 10,177 63,949 8,315 36,014 118,455
Nonpublic Schools (NPS) .....ovenivinivrirsiinnsnnns 139 671 137 2,853 3,800

Totals 102,392 212,097 22,530 41,719 378,738

Additional Funding Proposed for Special Education
The budget proposes $66 million from the General Fund to expand or
evaluate existing programs as follows:
e Program Growth—$42.9 million for further program growth in order
to serve increasing levels of enrollment;
e Restoration of Aides—$20 million to fully restore aide entitlements in
- special day classes and resource specialist programs ($16.8 million was
provided to partially restore the entitlements in the current year.)
These entitlements were reduced in 1981 by SB 769 (Ch 1094/81) in
an effort to reduce program costs;
o Program Evaluation—$500,000 for an evaluation, by the University of
California, of exemplary special education programs;
o Infant Programs—$2 million to establish new, or expand existing,
programs serving handicapped infants; and .
o Awareness Program—$500,000 for dissemination of the Awareness
Program, which is intended to increase awareness among nonhand-




964 / K-12 EDUCATION Item 6100

DEPARTMENT OF EDUCATION—Continued

icapped children of the problems encountered by the handlcapped

Our review of the first two groposals listed above indicates that the
requested funding is warranted. Accordingly, we recommend that the

‘amounts requested be approved as budgeted. Our analyses of the remain-

ing three proposals are discussed later in this section.

Results of Sunset Review

Under current law (Ch 1270/83), the statutes and regulations governing
the special education program will cease to be operative on June 30, 1988,
unless legislation is enacted to extend or repeal this date. This “sunset”
provision is intended to provide the Legislature with an opportunity to
conduct a comprehensive review of the program’s effectiveness.

As part of the sunset review process, Chapter 1270 required the State
Departrient of Educationi (SDE) to review the special education program
and report to the Legislature by September 15, 1986. The legislation fur-
ther required the Legislative Analyst to review the department’s report
and submit findings, comments, and recommendations.

We received the department’s report in November 1986 and submitted
our findings and recommendations to the Legislature in December 1986
in a report titled, Special Education in California: A Sunset Review.

In this report, we identify four. major problems with the current pro-
gram which, in our judgment, should be addressed as a condition of the
program’s reauthorization.

First, there are serious flaws with the program’s current system of
evaluation. Under this system, each SELPA is allowed to choose the specif-
ic topic it would like to assess in any given year; and to develop its own
research design. This system, in our view, does not provide valid and
relevant information to state policymakers on the effectiveness of special
education programs, because the system (1) yields local findings which
are not generally applicable to the entire state, (2) consists of studies of
widely varying quality, and (3) does not tend to-address topics of state-
level concern.

Second, the effectiveness of resource specialist prograrms needs further
examination. Several recent reports have questioned whether the re-
source room approach is the most effective one for dealing with problem
learners. These reports suggest that resource teachers should be used
more to enhance the capacity of regular classroom teachers to respond
effectively to the needs of students with learning problems rather than
used simply to provide remedial “drill and practlce instruction in an
isolated setting.

Third, further review of the program’s eligibility criteria is warranted,
espe01ally in the area of learning disabilities. Several studies have identi-
fied problems with the current criteria’s lack of validity and their flexibili-
ty. At least one study has gone so far as to suggest that, under existing
criteria, almost any low-achieving students whom teachers and adminis-
trators may wish to remove from the regular classroom—for whatever
reason—could be diagnosed as learning handicapped and placed in special
education. In addition, the existing ellglblhty criteria contribute to the
assessment process often bemg viewed as exceedingly time- consummg
and costly.

Finally, there is a w1despread lack of effort to coordinate spemal educa-
tion w1th other educational programs. Under the terms of AB 777 (Ch
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100/81), as well as other provisions of current law, school districts may
provide, at the school-site level, for the coordination of special education
with other educational programs (including the regular program). As of
1985-86, however, only 1.2 percent of all the schools in the state had
included special education in AB 777 coordination plans. The data thus
indicate that the participation rate of special education in coordination
efforts is extremely low.

Long-Range Evaluation Plan Needed. In order to address these
four problem areas, we recommended in our report that, as a condition
of the program’s reauthorization, the SDE be required to develop a long-
range evaluation plan which provides for all of the following:

e Development of a standard methodology for evaluating special edu-
cation programs on a statewide basis;

« Pilot-testing on a large scale basis alternative models for delivering
services to problem learners;

o Analysis of problems with the program’s existing eligibility criteria,
including the design—within the limits prescribed by federal law—of
several different options for improving these criteria; and

¢ An examination of barriers to participation in the School-Based Pro-
gram Coordination Act (AB 777).

Subsequent to the release of our report, the Governor submitted his
own evaluation proposal, as part of the 1987-88 budget. As is discussed in
more detail below, we believe that the merits of the Governor’s proposal
need to be examined in light of SDE’s long-range evaluation plan. For this
reason, we recommend that the department submit at least a portion of
its evaluation plan, along with a funding proposal, prior to hearings on the
1987-88 Budget Bill.

Governor’s Evaluation Proposal Requires Further Specificity

We withhold recommendation on $500,000 requested from the General
Fund for an evaluation of exemplary special education programs pending
submission by the Department of Education of an initial, long-range
evaluation plan.

In his budget, the Governor has proposed $500,000 for the State Depart-
ment of Education (SDE) to contract with the University of California for
a study of “exemplary” special education programs. The aim of the
proposed study would be to determine (1) the educational benefits of
these programs, and (2) whether the programs can be replicated in other
school districts.

Our aflalysis indicates that there are two problems with this evaluation

roposal,

P F?rst, the proposal does not specify which programs would be evaluated
and, as a result, we cannot be sure that further evaluation of these “exem-
plary” programs is necessary. We believe that the programs which would
be evaluated should be specified in advance, so that the Legislature can
review (1) whether there is a need to evaluate the specific programs in
question, and (2) whether there may be other programs or issues which
it would be more worthwhile to evaluate on a priority basis. In particular,
further review of the topics to be evaluated is needed to ensure that the
proposed evaluations would address, to the maximum extent feasible, the
following four areas:

o Effectiveness of existing programs;

¢ Alternative models for delivering services to problem learners;
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« Appropriateness of special education eligibility criteria; and

+ Improving the coordination of special education with other educa-

tional programs.

Second, it is not clear why the evaluation contract should be awarded
to the University of California, rather than to some other organization.
Most contracts of this nature are awarded by the state through a competi-
tive bid process, and we believe that the proposed evaluation should be
* awarded in this manner as well. By requesting proposals from a variety of
organizations, the Legislature would be better able both to select the
issues which would be evaluated, and to review the methodology to be
utilized. Using a request-for-proposal approach would also allow the state
to procure contracts, if necessary, on several different topics.

Funding for Evaluations Should be Provided in Light of SDE’s Long-
Range Evaluation Plan. In order to help the Legislature better deter-
mine what the specific content, scope, and nature should be of the studies
for which to solicit proposals, we recommend that the Department of
Education submit a portion of its long-range evaluation plan during hear-
ings on the 1987-88 Budget Bill, and that the Governor’s proposal be
evaluated in light of the department’s plan. We further recommend that
the plan submitted by the department be developed with the advice and
assistance of the Advisory Commission on Special Education and address
“all of the following:

« Major questions requiring further research, which, if answered, would
provide the Legislature with information on how the effectiveness of
the special education program could be significantly improved,;

¢ Any research which has been conducted on these questions to date
(including a brief summary of findings);

» For each topic, whether the proposed issue could best be evaluated
by the SDE, the Advisory Commission on Special Education, or an
independent contractor;

« The scope, probable duration, and cost of each evaluation;

e The potential policy implication of each study;

« Recommendations regarding whether the scope of the evaluation (s)
proposed in provision 14 of Item 6100-161-001 of the 1987-88 Budget
Bill should be modified; and

¢ Recommendations regarding whether the amount proposed in the
1987-88 Governor’s Budget for program evaluation should be in-
creased.

Once the SDE evaluation plan has been submitted, the Legislature may
wish to modify or expand the Governor’s evaluation proposal. For this
reason, we are withholding recommendation on the $500,000 requested in
Item 6100-161-001 for program evaluation pending receipt from the SDE
of specified components of a long-range evaluation plan.

New Federal Early Intervention Legislation

Congress recently enacted PL 99-457, which establishes new federal
grant programs for expanding special education services provided to
handicapped children under the age of five. This measure could have
major policy and fiscal implications for California, since any state accept-
ing PL, 99-457 funds would be required to serve all handicapped children
in this age group by 1990-91 or 1991-92. For a discussion and our analysis
of the new federal law, please see our companion document, The 1987-88
Budget: Perspectives and Issues.
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Expansion Funding for Infant Programs

We withhold recommendation on $3 million requested from the Gen-
eral Fund ($2 million in Item 6100-161-001) and the Federal Trust Fund
($1 million in Item 6100-161-890) for expansion of infant programs, pend-
ing receipt of additional information on the degree of unmet demand for
these programs. '

The state currently spends $17 million to serve approximately 4,000
handicapped infants, age two and under, in 78 home-based and center
programs.

Infant programs are not available statewide. If the program is not avail-
able, parents are usually referred to another local education agency
(LEA) or to a regional center operated by the Department of Develop-
mental Services.

In both 1985-86 and 1986-87, the Legislature increased funding for LEA
programs by $5 million annually. The 1987-88 budget proposes an aug-
mentation of $3 million—$2 million from the General Fund, and $1 million
from federal funds—for infant programs.

Demand for Program Expansion Has Been Less Than Expected.
Our review indicates that the demand for additional infant funds has been
less than was originally expected. Of the $5 million in expansion funds for
the current year, for instance, the SDE only used $2.9 million to expand
programs. Of the remainder, $1.4 million was used to fund additional aides,
and at the time this Analysis was written, $700,000 remains unallocated.

The department indicates that, despite the current year situation, it has
recently received additional requests for expansion funds. It was unable,
however, to provide us with data on the magnitude of these unmet re-
quests. Without such data, we have no way of knowing how much, if any,
program expansion is warranted in 1987-88.

The department informs us that it will be able to provide these data by
the time of budget hearings. We therefore withhold recommendation on
the $3 million proposed for infant program expansion, pending review of
the department’s data.

Report on Infant Service Delivery Models

Services to handicapped infants may be delivered using either a “cen-
ter-based” model, where services are provided in one central location, or
a “home-based” model, where teachers travel to each infant’s home to
deliver services. In last year’s Analysis, we observed that, compared to
other states, California appears to operate an unusually high number of
center-based programs, and that these programs are significantly more
expensive to operate than home-based programs. We further noted that
the department had gathered little data which could be used (1) to docu-
ment the cost-effectiveness of utilizing center-based over home-based
instruction, or (2) to develop program standards regarding caseloads and
frequency of services for both types of programs. In response to our analy-
sis, the Legislature directed the department to conduct a study of these
issues.

The department’s report, submitted on October 29, 1986, is based on two
studies conducted in California by private consultants. The report con-
cludes that center-based programs enhance social and communication
skills by providing older infants an opportunity to interact with other
children. The report, however, does not proceed to compare the benefits
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associated with center-based services to those of home-based programs,
nor does it attempt to relate its findings regarding program benefits to any
discussion of program costs. For these reasons, the report, in our judg-
ment, provides little useful information concerning the cost-effectiveness
of utilizing one type of service delivery mechanism over the other and,
accordingly, is not responsive to the Legislature’s directive.

The implications of the department’s findings regarding program case-
loads and frequency of services are discussed later in this analysis.

Reduced Funding for infant Aides Warranted

We recommend that the Legislature (1) reduce General Fund support
for aides in handicapped infant programs by $1,607,000, because the
amount of funding proposed for this purpose exceeds the amount needed
to meet statutory requirements, and (2) adopt corresponding Budget Bill
language. (Reduce Item 6100-161-001 by $1,607,000.)

Funds for infant programs are allocated to local education agencies
(LEAs) pursuant to the same funding formula which is used to apportion
funds to special education programs serving children ages 3 through 21.
Under this formula, LEAs receive funds on the basis of the number of
“instructional personnel service units” operated, where each unit corre-
sponds to one special education teacher and up to two aides. Center-based
models serving handicapped infants which are operated as “Special Day
Class” (SDC) units generally receive funding for two aides.

The Supplemental Report of the 1986 Budget Act required the Depart-
ment of Education to report on the staffing requirements of infant pro-
grams, including the need for aides. According to the department’s report,
aides are needed in center-based infant programs in order to provide an
adult to child ratio of one to four, as required by the Education Code.
While the department’s report does not specifically explain the basis for
the statutory ratio, the department staff have informed us that its purpose
is mainly to satisfy health and safety regulations.

Our analysis indicates that the one to four adult-child ratio can be main-
tained with a teacher and one, rather than two, aides, as discussed below.

Infants Served in Shifts. Although each SDC unit is required to pro-
vide services to at least 12 infants, the infants will usually receive services
in several different shifts. As a result, the total number of infants served
at any particular time generally will be less than 12. According to one
study submitted by SDE, prepared by Planning Associates, center-based
programs tend, on average, to serve infants in groups of eight. (We discuss
later programs which serve infants in groups larger than eight.) Our
analysis therefore indicates that, for most infant programs, only two staff
members need to be present at any given time in order to meet the
statutory 1:4 staff-student ratio. Consequently, these programs only need
to be funded for one aide position, in addition to one teacher, in order to
provide two staff members per unit.

Infants Served for Less than a Full School Day or Week. The
SDE’s rationale for funding two full-time aides per SDC also is flawed
because, unlike special day classes for older children, infant programs-do
not generally provide group instruction for a full school day, five days a
week. Rather, infants only receive services for several hours per week.
This factor further diminishes the need for two aide positions.

Our analysis indicates that infant units could be funded for one aide
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position and still easily meet the statutory 1:4 staffing ratio. The data we
used to derive this conclusion are shown in Table 22, L

Table 22

Special Education Infant Programs
Aide Staffing Requirements
Per SDC Unit Per Week

= Maximum
Units With - Levels
Average of Service -
Levels . Scenario - Scenario

. Of Service One Two.
Number of infants served * 12-16 <16 16.
Size of groups 8 8 .. 16
Average number of groups 2 2 1
Hours of service per group 575" S 9 9°
Total duration of group services : 115 18 9
Portion of hours of full-time position ¢...... 38.3% " 60% 30%

 Education Code Section 56728.8 requires a minimum of 12 infants per unit; Provision 5 of Item 6100-161-
001 of the 1986 Budget Act specifies that programs with 16 or more infants per-unit may receive
additional units. E

b Based on 23 hours of service per month per infant. (Source: State Department of Education, Review
of Early Education Services.) ' )

¢ Based on 3 hours of services per day, 3 days per week, as specified in Section 56426.2 of the Education
Code and Section 12 of Ch 1296/86. .

9 Assuming one FTE aide position = 30 hours. )

The first column of the table illustrates our argument for infant pro-
grams providing an “average” level of service. The table assumes that
each infant unit serves between 12 and 16 infants. Since infants, on aver-
age, receive services in groups of eight, a unit of 12 to 16 infants will tend
to provide services to infants in two separate groups, as is indicated in the
table. Since other data presented in the SDE’s report indicate that each
group receives on average 5.75 hours of weekly instruction, we estimate
that one SDC infant unit would provide a total of 11.5 hours of weekly
group instruction. This amount of time is equal to only 38 percent of the
weekly period in which one full-time aide would be employed. Our review
therefore indicates that a SDC infant unit could be funded for one aide
position and still easily meet the statutory adult-child ratio. \ )

The same conclusion will hold, however, even if a program provides.an
above-average level of service. Table 22 shows two possible scenarios for
an LEA which provides center-based services to infants for nine hours per
week, which, according to standards specified in existing law, reflects the
maximum number of hours that infants should receive group services.

The first scenario presents the case of an LEA which serves infants in
average size groups of eight. The table shows that such an LEA would only
require an aide for 18 hours per week, or 60 percent of the weekly period
in which one full-time aide would be employed. This demonstrates that
the LEA could again still easily meet the statutory adult-child ratio with
funding for only one aide position. '

“Under the second scenario, the LEA serves infants in one large group
of 16, rather than in two groups of eight; in this case, the LEA could
require as many as three aides in-order to meet the statutory ratio, but,
as shown in the table, it would need to utilize each aide only one-third of

the time. Consequently, the LEA would still only require funding for one
position.
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These examples show that, even when programs providing a maximum
level of service are cons1dered there are no situations in which an LEA
would require funding for more than one aide position.

Use of Support Staff and Parent Volunteers. Finally, SDE’s argu-
ment for two aide positions overlooks the fact that (1) in addition to aide
funding, all infant programs receive a large amount of funding (between
$20,000 and $28,000 per unit) to hire a variety of professional staff, such as
nurses and psychologists, and (2) some programs also utilize parent volun-
teers. Both of these factors will increase the adult-to-child ratio in these
programs. thus further diminishing the need to hire two full-time aides.

Fi undmg Should Be Restricted To One Aide Position. Given these
various considerations, we believe that infant programs would suffer no
adverse consequences if they were funded for one aide position, rather
than two. In fact, during the prior fiscal year, the SDE funded 60 percent
of all SDC units operated with only one aide, thus further suggesting that
programs could operate adequately with one aide position.

For these reasons, we recommend that infant units be funded for at
most one aide position each. This recommendation would result in annual
savings to the General Fund of $1.6 million. These funds, in turn, could be
used to serve a greater number of infants (assuming there is sufficient
demand for expansion among program operators), or to fund other high-
priority, legislative programs.

In order to implement this recommendation, the Leglslature should (1)
reduce Item 6100-161-001 by $1.6 million, and (2)- adopt in this item the
following Budget Bill language:

“Notwithstanding any other provision of law to the contrary, all state-
funded instructional personnel service units for children with excep-
tional needs younger than three years of age which are operated as
special day classes or centers shall be supported by a maximum of one
aide per unit. The Superintendent of Public Instruction shall make all
necessary adjustments to local spe01al education entitlements in order
to implement this requirement.”

Dissemination of Awareness Program Premature
We recommend that $500,000 requested from the General Fund for
dissemination of the Awareness Program be deleted, because no data have

been submitted to the Legislature which'document that this program is
effective. (Reduce Item 6100-161-001 by $500,000.)

Chapter 1677/84 established a three-year pilot program in six school
districts, in order to increase awareness among nonhandicapped students
of the problems encountered by the handicapped. The measure required
participating districts to develop and implement curriculum materials and
activities, including small group and multimedia presentations, designed
to help make students more aware of their own attitudes and prejudices
towards disabled individuals. In addition, the measure required the Super-
intendent of Public Instruction to develop a process for evaluating the
programs, which are scheduled to sunset in the budget year. Presumably,
it was the Legislature’s intent in establishing the pilot programs for the
awareness curriculum materlals to be disseminated statewide, if the pilots
proved successful.

‘Since 1984-85, the Legislature has annually appropriated $200,000 for
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the program. For the budget year, the Governor is requesting $500,000
from the General Fund to disseminate information about the programs to
other local education agencies (LEAs) which are in the process of “main-
streaming” severely handicapped pupils into their regular programs.
We agree that the goal of increasing student awareness of the problems
faced by individuals with disabilities is a desirable one, especially - if this
would facilitate the acceptance by other students of handicapped in-
dividuals. The Department of Education, however, has not provided the
Legislature with any data indicating that the curriculum materials to be
disseminated would, in fact, be effective in facilitating such acceptance.
The department has contracted for an independent evaluation of -the
program, but the resulis of this evaluation will not be available until the

.end of the current fiscal year.

_Given the large amount of funds being requested for dissemination
($500,000), we believe that it is incumbent upon the department to pro-
vide some evidence that the program is likely to have some effect on
student behavior. Absent such evidence; our analysis indicates that provid-
ing these funds would be premature. Accordingly, we recommend dele-
tion of the $500,000 proposed for dissemination. Once the department’s

-evaluation of the program is completed, the Legislature will be in a better

position to determine whether such funding is warranted in 1988-89.

Funding for Low-Incidence Equipment Should Be Réduced

We recommend that $7 million requested from the General Fund for
equipment for pupils with low-incidence disabilities be reduced by $5.2
million, in order to accurately reflect the ongoing needs for such funding.
(Reduce Item 6100-161-001 by $5,200,000.) We further recommend that
the Legislature adopt Budget Bill language in Item 6100-161-001 to specify
that these funds are primarily for maintenance of existing equipment
inventories. a2

For the 1985-86 fiscal year, the Governor proposed, and the Legislature
appropriated, $5 million from the General Fund for the purpose of provid-
ing specialized equipment and materials to “handicapped students with
low-incidence disabilities” (which, as defined in statute, refers to students
who are blind, deaf, or orthopedically handicapped). The Legislature
appropriated a total of $7 million for this equipment in the current year.

Examples of equipment which local education agencies (LLEAs) can
acquire with these funds include such devices as speech synthesizers or
mobility aids. Current law provides that any specialized equipment pur-
chased must relate to objectives in students’ individualized education
program (IEP) plans. : : :

The Governor’s Budget proposes to continue the current-year level of
funding for this equipment—$7 million. 4 ; AR

Report on Continued Need for Equipment Funds. As LEAs acquire
the needed equipment, the total amount of state funds required: for equip-
ment purchases should decrease to the level necessary only to fund the
ongoing costs of equipment maintenance and replacement. In order to
determine the most appropriate level of special state funding for this
equipment, the Legislature adopted supplemental report language to the
1985 Budget Act directing the State Department of Education (1) to
conduct a study of the amount of funding needed (a) on a one-time basis
in order to provide LEAs with an appropriate inventory of equipment,
and (b) on an ongoing basis in order to maintain and replace this inven-
tory; and (2) to develop need-based criteria for determining what consti-
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tutes a “shortage” of such equipment.

Report Findings. The department submitted its report to the Legis-
lature on December 15, 1986. In preparing the report, the department
collected data from each Speciak Education Local Plan Area (SELPA) on
the equipmentneeds of students with low-incidence disabilities. Based on
these data, the department’s report estimates that the amount of funding
needed on 4 one-time basis is $5.6 million. In addition, the report indicates
that $2.4 million is needed on an annual basis to maintain and replace the
equipment. (The department has subsequently informed us, however,
thaﬁ the latter figure is a typographlcal error—and should instead be $4 4
million.)

Our review indicates that the report submitted by the department
probably significantly overstates the true need for this equipment, be-
cause it presents no criteria which specify what would constitute a “short-
age” of specialized equipment, as was required by the supplemental
report language. Because of the lack of such criteria, the SDE was unable
to distinguish between cases where LEAs have a critical need for addition-
al specialized equipment and cases where LEAs only desire this equip-
ment in order to enrich their programs. Rather, the determination of need
was left to local program administrators.

Reduced Funding Warranted. Even if one assumes that SDE s
measures of need are not overstated, however, the figures presented in
SDE’s report indicate that the level of funding proposed for specialized
‘equipment in 1987-88 should be reduced, for two reasons.

» First, the data indicate that the need for funding to eliminate “short-
ages” of equipment will be met in the current year. As of the beginning
of the current-year, the report documents a need for additional, one-time
funding of $5.6 million. LEAs, however, will receive $7 million‘in equip-
ment funds during 1986-87 and, as a result, the need to increase the
statewide supply of specialized equipment will have been met. Conse-
quently, on this basis, equipment expenditures should be limited primarily
to maintenance - and replacement costs.

Second, our analysis indicates that an annual fundmg level of only $1.8
million for specialized equipment would be warranted. Although SDE
claims that $4.4 million is required on an ongoing basis to maintain and
replace equipment, our analysis indicates that this amount is overstated.
This is because SDE’s figure is based on annual outlays for equipment and
materials made by LEAs which includes expenditures to increase—as
opposed simply to maintain—existing equipment inventories. Other data
in SDE’s report, however, refute its conclusion and suggest that the ongo-
‘ing amount of funding needed for equipment maintenance should be
about 15 percent of total equipment costs. Although this estimate is based
on data from a very limited sample of SELPAs, the department’s report
provides us with no other information upon which to determine a reason-
able level of equipment funding. Based on the total amount that has been

appropriated for low-incidence equipment since 1985-86 ($12 million),
therefore; we estimate ongoing funding needs of approximately $1.8 mil-
lion annually

Recommendation. For these reasons, we recommend that the total
amount of funding proposed for specialized equipment and materials be
reduced by $5.2 million, in order to reflect the estimated amount of fund-
ing needed-on an ongoing basis. We further recommend that the Legisla-
ture adopt the following Budget Bill language in Item 6100-161-001 (in lieu
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of provision 9), in order to specify that this funding is for maintenance of
LEASs’ existing stock of equipment:

“9. $1,800,000 of the funds appropriated in category (a) of this item are
available for the purchase, repair, and maintenance of specialized
equipment, books, and materials for pupils with low-incidence
disabilities, as defined in Section 56026.5 of the Education Code.
Other provisions of law notwithstanding, these funds are intended
primarily to maintain existing supplies of these items.”

Transfer to Departments of Mental Health and Social Services

We withhold recommendation on Budget Bill language that would
authorize $8.1 million to be transferred from special education to the
Departments of Mental Health and Social Services, pending receipt of a
report from the Auditor General on levels of local expenditures for
noneducational services.

AB 3632 (Ch 1747/84) and AB 882 (Ch 1274/85) set forth the roles and
responsibilities of various state agencies related to the provision of services
to pupils in special education. Under these measures, which took effect in
the current year, the State Department of Mental Health- (DMH) has
been given responsibility for providing psychotherapy, and the Depart-
ment of Social Services (IDSS) has been given responsibility for providing
residential care when appropriate.

In order to implement the transfer of responsibilities, AB 882 mandated
a corresponding reallocation of funds among these various agencies. Ac-
cordingly, the 1986 Budget Act included language providing for $8.1 mil-
lion in the current year to be transferred from SDE to the other two state
agencies—$2.7 million to the DMH, and $5.4 million to the DSS. The
amounts were based on estimates of (1) levels of prior-year LEA expendi-
tures for noneducational services, and (2) the number of emotionally-
disturbed pupils who may require services.

To get better data for the future, the Budget Act also provided for (1)
the SDE to conduct a survey of LEAs and (2) the Auditor General to
review the accuracy of this survey, and report his findings and recommen-
dations to the Legislature by February 1, 1987.

For the budget year, the Governor has proposed language which would
again authorize $8.1 million to be transferred from the SDE special educa-
tion appropriation to the other state agencies. In the absence of the Audi-
tor General’s report, we have no basis for determining whether the
amount proposed is reasonable. Accordingly, we withhold recommenda-
tion on provisions 11 and 12 of Item 6100-161-001, pending receipt of the
Auditor General’s report on levels of prior-year, LEA expenditures.

b. Federal Public Law 94-142—Special Education (ltem 6100-161-890)

We withhold recommendation on $1 million proposed for a model tran-
sition program, pending receipt of a report on the program’s accomplish-
ments and proposed objectives. ~

The Education for All Handicapped Children Act (P.L. 94-142), estab-
lished and funded the right of such pupils to a “free and appropriate public
education.” The budget estimates that California will receive $121.1 mil-
lion—an increase of $12.5 million—in federal funds in 1987-88 under P.L.
94-142 (and other federal programs) consisting of (1) $96.2 million for
direct assistance to local programs, (2) $17.7 million for a variety of special-
ized programs, and (3) $7.2 million for state operations.
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Of the increase, the budget proposes to use (1) $1 million to expand
rograms serving handicapped infants (discussed previously), (2) $1 mil-
Eon to fund a model transition program to assist handicapped students
adjust to adult life (this program is being supported with state funds in the
current year), and (3) $10.5 million to fund local entitlements.

As discussed in our analysis of Itern 6100-161-001, we are withholding
recommendation on the augmentations for infant programs pending sub-
mission by the Department of Education of data which documents the
degree of unmet demand for these programs.

We are also withholding recommendation on the $1 million requested
for the transition program pending submission of a report in March 1987,
required by the 1986 Budget Act, describing the program’s accomplish-
ments and proposed objectives.

4. VOCATIONAL EDUCATION PROGRAMS

Table 23 summarizes funding for all vocational education programs,
including Regional Occupational Centers and Programs (ROC/Ps). In
total, the vocational education budget requests approximately $303 mil-
lion for these programs in 1987-88—a net decrease of $3.5 million, or 1.1
percent, from the current-year level of expenditures. This decrease pri-
marily reflects a projected reduction in federal funds for vocational educa-
tion of $9.5 million, which would be partially offset by increased
expenditures from the General Fund for (1) the Greater Avenues for
Inclllependence (GAIN) program ($4.6 million) and (2) ROC/Ps ($1.8
million).

Table 23

K-12 Education
Funding for Vocational Education Programs
1985-86 through 1987-88
(dollars in thousands)

Change From
Actual Est. Prop. 1986-87
Programs 1985-86 1956-87 198788  Amount - Percent
Regional Occupational Centers/Pro-
grams $199,8904  $200,981 $211,816 $1,835 0.9%
Student Organizations ..........c.ereersesesecer 425 500 500 — —_
Specialized Programs:
GAIN Matching Funds.........ccoueeeeevsinnees — 2,000 6,600 4,600 230.0
Peninsula Academies ... 600 600 600 — -
Agricultural Education..... . 3,130 3,000 3,000 — —
School-Based Programs ... 63,157 72,710 63,215 —9.495 -131
Reimbursements:
Federal JTPA 7,260 15,666 * 15,244 * —492 27
Work Ability 2,106 2,000 2,000 — —_
Totals $276,572 $306,457 $302,975 —$3,482 —-11%
Funding Source:
General Fund $204,049  $216,081 $222,516 $6,435 3.0%
Federal funds . 63,157 72,710 63215 —9,495 -13.1
ReimbUISCIENES .......voovnrvvvveseresrisrsssrsissnens 9,366 17,666 17,244 —422 24

4 Includes $76,000 in reimbursements from the Employment Training Panel.
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We recommend approval of the proposed funding in Table 23 for the
following vocational education programs, which are not discussed else-
where in this analysis:

¢ Regional Occupational Centers and Programs (ROC/Ps) (Item 6100-
102-001)—$%211.8 million from the General Fund to support vocational
training provided to high school pupils and adults in ROC/Ps. The
proposed amount reflects increased funding for ROC/Ps of $1.8 mil-
lion, and consists of (1) an increase of $3.3 million to fund enrollment
growth of 2.0 percent, and (2) a decrease of $1.5 million resulting from
offsetting changes in local revenues.

o Vocational Education Student Organizations (Item 6100-118-001)—
$500,000 from the General Fund for vocational education student
organizations. This is the same level of support as is provided in the
current year.

o Specialized Vocational Education Programs (Item 6100-166-001)—
$7.2 million from the General Fund for specialized vocational educa-
tion programs. Of the proposed amount, $6.6 million will be used to
provide remedial education services as part of the Greater Avenues
for Independence (GAIN) program. This represents an increase of
$4.6 million over the current-year level, and reflects an expansion in
the budget year in the number of counties which will be participating
in GAIN. (As noted below, the Governor’s Budget proposes $6.6 mil-

_ lion in federal matching funds provided under the Job Training Part-
nership Act (JTPA), thus providing a total of $13.2 million in this item
for GAIN.) The amount requested in this item also includes $600,000
to provide grants to local school districts to replicate special programs
(“Peninsula Academies”) for educationally disadvantaged youth.
(These programs were originally established in San Mateo County by
the Sequoia Union High School District.) The proposed amount re-
flects the same level of funding as is provided in the current year.

o Agricultural Vocational Education Incentive Program (Item 6100-
167-001)—$3 million from the General Fund for grants to local school
districts to improve the quality of approved agricultural vocational
education programs. This is the same level of funding as is provided
in the current year.

e School-Based Programs (Item 6100-166-890)—$63.2 million from the
Federal Trust Fund for local assistance to vocational education pro-
grams which are provided as part of the regular school curriculum.
The amount proposed reflects a decrease of $9.5 million from the
current-year level, resulting from a one-time federal grant in the
current year which will not be available in the budget year.

o Federal Job Training Partnership Act/Project Work Ability (Item
6100-166-001—reimbursements)—$17.2 million in reimbursements,
primarily from the Employment Development Department (EDD).
Of this amount, $15.2 million is from the federal Job Training Partner-
ship Act—of which (1) up to $6.6 million would be used for GAIN, and
(2) $8.6 million would be used to support state and local training
projects. The remaining $2 million is for a program serving hand-
icapped youth known as Project Work Ability. The total amount
shown for reimbursements reflects a decrease of $422,000 from the
current-year level, resulting from elimination of a one-time reim-
bursement from the Department of Social Services to develop educa-
tional assessment instruments related to the GAIN program.

Elsewhere in this analysis, we discuss our concerns and recommenda-
tions regarding the GAIN program, established by Ch 1025/85. (Please see
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analyses of Itemns 5180-151 and 6100-156-001.)

5. Compensatory Education Programs

This section analyzes state- and federally-funded programs which pro-
vide compensatory education services. These programs assist students
who are educationally disadvantaged due to poverty, language barriers, or
cultural differences, or who experience learning difficulties in specific
subject areas. Compensatory education programs include federal ECIA
Chapter 1, Economic Impact Aid, federal refugee and immigrant pro-
grams, Indian education, and the Miller-Unruh Reading Program.

Table 24

K-12 Education
Funding for Compensatory Education Programs
Local Assistance
1985-86 through 1987-88
(dollars in thousands)

Change from

Actual Est. Prop. 1986-87

1985-86 1986-87 1987-88 Amount Percent
General Fund: .
Economic Impact Aid......coooreervcrsesnnne $195,627 $197,577 $1086,157 —$91,420 —46.3%
Miller-Unruh Reading Program.......... 19,290 19,869 —_ -19,869 —100.0
Indian Education:

Native American Indian Education

Program 852 861 861 — -
Indian Education Centers ... 361 365 — -365  —100.0
Subtotals $216,130  $218672  $107,018  —$111,654 —51.1%
Federal Funds:
ECIA Chapter L. $365,407  $374,083 $374,083 - —
Refugee and Immigrant Programs ... 18,554 20,340 20,340 — —
Subtotals $383,961  $394,423  $394,423 — —
Totals $600,091  $613,005  $501.441  —$111,654 -182%

Table 24 summarizes local assistance funding from the General Fund
and federal funds for compensatory education programs in the prior,
current, and budget years. The budget proposes that (1) federal funds will
total approximately $394 million—the current year level, and (2) state
funds will total approximately $107 million—a reduction of $112 million,
or 51 percent, below the current year.

The major portion of the reduction—$111 million—is associated with
the elimination of funding for Economic Impact Aid (state compensatory
education portion), the Miller-Unruh Reading Program, and the Native
American Indian Early Childhood Education Program. We note, however,
that the elimination of funding for these programs does not result in a
reduction in resources to the overall K~12 education system, because the
Governor proposes to redirect these funds to help fund two new programs
—the Class Size Reduction program for grade 1 ($60 million) and the
Educational Assistance program ($72 million). This redirection proposal
is discussed in detail elsewhere in this analysis.

We recommend approval of the proposed funding shown in Table 24 for
the following compensatory education programs, which are not discussed
elsewhere in this analysis:
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o Education Consolidation and Improvement Act—Chapter 1 (Items
. 6100-136-890 and 6100-141-890) —$374.1 million from the Federal Trust
Fund, composed of (1) $294.3 million to provide compensatory educa-
tion services to educationally disadvantaged students and (2) $79.8

. million to provide supplementary educational and health services to
children of migrant and formerly migrant workers. This is the same
level of funding as is provided in the current year.

o Indian Education Centers (Item 6100-151-001)—$861,000 from the
General Fund to support twelve Indian Education Centers which
serve as regional educational resource centers to Indian students,
parents, and schools. This is the same level of funding as is provided
in the current year. ’ ‘

Our concerns and recommendations with the funvdinvg for the remaining
individual compensatory education programs are discussed below.

a. Economic Impact Aid (ltem 6100-121-001) _

Consistent with . our recommendation regarding the Governor’s
proposed Class Size Reduction and Educational Assistance programs, we
recommend that the Legislature continue funding for Economic Impact
Aid at jits current level. (Augment Item 6100-121-001 by $90,795,000.) We
further recommend that the Legislature adopt Budget Bill language in
Ttem 6100-121-001 consistent with that provided in the. current year.

Currently, the state Economic Impact Aid (EIA) program provides
funds to local school districts with high concentrations of children who are
poor, educationally disadvantaged, or limited English-proficient for (1)
the state compensatory education program . (EIA-SCE) which provides
supplemental educational services, particularly in basic skills, to children
who have difficulty in reading, language development; or mathematics,
and (2) bilingual education programs (EIA-LEP) for children who are
classified as imited English-proficient. , :

Governor’s Proposal. Table 24 shows that the Governor’s Budget
proposes to reduce funding by $91.4 million for Economic Impact Aid in
the budget year, and alloeate the remaining funds ($106.2 million) exclu-
sively for bilingual education. The major portion of this reduction ($90.8

million) is part of a plan to eliminate, over a two-year period, approximate-

ly $132 million in funding for selected categorical programs, and use these
funds instead to reduce class sizes in grade 1. (In-1987-88, $60 million
would be used for the Class Size Reduction program and $72 million would
be used for one-time grants under a new Educational Assistance pro-
gram.)

Recommendation. Elsewhere in this analysis, we recommend that

the Legislature reject the Governor’s proposed Class Size Reduction and

Educational Assistance programs (please see page 946 for our discussion:
of this issue) because it fails to ensure that the state will continue to meet -

the special needs of students currently served by selected categorical
programs, including the EIA program. (Although our preliminary review

of EIA indicates that it suffers from a lack of a comprehensive evaluation;

the basic needs that prompted the Legislature to create this program have

not disappeared. Thus, we do not conclude that it should be eliminated.).

Consistent with this recommendation, we recommend that the Legisla-
ture continue funding for Economic Impact Aid at its existing level by
augmenting Item 6100-121-001 by $90,795,000. ,

We further recommend that the following technical Budget Bill:lan-
guage, which is consistent with language governing the allocation of Eco-
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nomic Impact Aid funds in the current year, be adopted in lieu of provi-
sion 1 of Item 6100-121-001: :

“Funds appropriated by this item for the Economic Impact Aid Pro-
gram are for transfer by the State Controller to Section A of the State
School Fund for direct disbursement by the Department of Education,
for the purposes of the Economic Impact Aid Program, pursuant to
Chapter 1 (commencing with Section 54000) of Part 29 of the Education
Code. $17,756,000 of the funds in excess of $177,246,000 shall be allocated
by the Superintendent of Public Instruction, pursuant to Section 54041
of the Education Code, to a limited number of districts with high con-
centrations of limited- and non-English speaking pupils and other Eco-
nomic Impact Aid pupils that receive insufficient funds through the
Economic Impact Aid formula. The dollar amounts specified in the
immediately preceding sentence shall be adjusted appropriately to re-
flect any additional funding provided in Item 6100-226-001 for a cost-of-
living adjustment. No district receiving funds for the Economic Impact
Aid Program shall be allocated less than $5,000, adjusted annually and
cumulatively from 1980-81 by the same percentage adjustment for cost-
of-living as the Economic Impact Aid Program received.”

Economic Impact Aid Evaluation

We recommend that the Legislature adopt supplemental report lan-
guage directing the State Department of Education to develop and submit
to the Joint Legislative Budget Committee, the legislative fiscal commit-
tees, and the Department of Finance a detailed plan and funding proposal
for a comprehensive evaluation that reviews the EIA funding formula, the
program’s effectiveness, and the relationship of the program’s effective-
ness to EIA spending levels. .

Under current law (Ch 1270/83), the Economic Impact Aid (EIA) pro-
gram is'scheduled to “sunset” on June 30, 1987, unless legislation is enacted
to extend or repeal this date. Even if the Legislature does not continue the
EIA program beyond its sunset date, the program does not actually termi-
nate. Instead, the statute provides that funding “shall continue for the
general purposes of [the] program as specified in the provisions relating
to the establishment and operation of the program.” The statute further
provides that such funds shall be used for the intended purposes of the
program, but all relevant statutes and regulations governing the program
(with specified exceptions) shall cease to be operative.

The “sunset” provision is intended to provide the Legislature with an
opportunity to conduct a comprehensive review of the program’s effec-
tiveness. As part of the sunset review process, Chapter 1270 required the
State Department of Education (SDE) to review the EIA program and
report to the Legislature on its appropriateness and effectiveness. This
report was submitted in-March 1986. The legislation further requires that,
based on a review of the report, the Legislative Analyst is to submit
findings, comments, and recommendations regarding the program. Our
sunset review report on EIA will be issued this spring. Based on our
preliminary review of the department’s report, we make the following
findings regarding the EIA program:

« Itisnot possible to measure how effectively EIA achieves its intended

purpose, because (1) it is unclear how accurately the calculation of
“need” specified in the EIA formula reflects districts’ actual needs for
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additional resources, and (2) it is not known what effect these addi-
tional resources have on improving the educational achievement of
disadvantaged students—or how these effects vary among school dis-
tricts.

» Based on information provided in the department’s report, we are
unable to determine whether the total amount of “gross need” identi-
fied in the EIA funding formula (1) bears any reasonable relationship
to the amount of compensatory education funding actually needed to
equalize educational opportunities for disadvantaged students or (2)
accurately identifies school districts’ relative needs for compensatory
education funds. In practice, the formula places the highest priority
on maintaining each school district’s prior-year funding allocation,
rather than distributing funds to districts in proportion to their needs.

¢ Evidence cited by SDE (the results of reading and mathematics
achievement tests administered to compensatory education students)
is insufficient to determine the effectiveness of the EIA program.
Specifically, the results do not indicate (1) how the students tested

. might have been expected to perform in the absence of the EIA
program, (2) what amount of the achievement increase (if any) is
attributable to services provided through EIA, and (3) how such
increases are related to levels of spending on EIA.

Our review indicates that these problems primarily stem from the fail-
ure of the SDE to conduct any comprehensive evaluation of the EIA
program which the Legislature could use to determine the extent to
which the program has succeeded in meeting its goals. These problems,
however, do not necessarily reflect an inherently flawed program or a lack
of need for the program. For these reasons, therefore, we do not believe
that the EIA program should be eliminated. Our review indicates further
that it is both possible—and necessary—to address the above issues, in
order to assist the Legislature in its deliberations regarding program. con-
tinuation and improvement. . ,

Recommendation. Should the Legislature decide to provide funding
for the EIA program, we recommend that the SDE conduct a comprehen-
sive evaluation of the program focusing on its effectiveness in improving
the educational achievement levels of EIA students. To achieve this, the
SDE should first develop a detailed evaluation plan, including the estimat-
ed cost and timeframe for conducting such an evaluation. The plan should
be submitted to the Joint Legislative Budget Committee, the legislative
fiscal committees, and the Department of Finance, by September 15, 1987
to be considered as part of the deliberations on the 1988-89 Budget Bill.

Based on the results of such an evaluation, the Legislature will be better
able to determine the overall need and cost to adjust the statutory goals
or requirements of the program. Accordingly, we recommend that the
Legislature, should it decide to provide funding for the EIA program,
adopt the following supplemental report language in Item 6100-121-001:

“The State Department of Education shall submit to the Joint Legisla-

tive Budget Committee, the legislative fiscal committees, and the De-

partment of Finance, by September 15, 1987, a detailed plan, including
the associated costs and time frame, for conducting a comprehensive
evaluation of the effectiveness of the EIA program. The plan shall re-

flect a proposed evaluation which at a minimum encompasses (1) a

comprehensive review of the EIA funding formula and (2) an evalua-

tion of the effectiveness of the EIA/State Compensatory Education
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program. This latter evaluation should include an examination of both
- of the following: ’ ‘
o The specific impact of the EIA program in improving the educational
achievement levels of disadvantaged students, and,
« How increases in achievement (if any) are related to levels of spend-
ing on EIA.” , '

Economic Impact Aid: Bilingual Education ,

Current state law—the Bilingual Education Improvement and Reform
Act (Ch 1339/80)—requires that limited-English proficient (LEP) pupils
be provided a basic’ bilingual education program consisting of (1) an
English language development component and (2) a primary language
component for instruction in basic skills until the LEP pupil makes a
transition to English. Current law also authorizes a limited number of
experimental bilingual education programs. : .

School districts are required to provide special services to LEP pupils
through whatever resources are available to them, including the general
purpose revenue limit funds generated by each LEP student. State fund-
ing for bilingual education programs is provided primarily under Econom-
ic Impact Aid. Additional funding for bilingual education services may also
be provided by the following state categorical programs: the School Im-
provement Program (SIP); Demonstration Programs in Reading and
Mathematics; the Miller-Unruh Reading Program; Urban Impact Aid; and
Meade Aid. Federal programs, including ECIA Chapter 1, Migrant Educa-
tion, the Transition Program for Refugee Children, and the Emergency
Immigrant Education Assistance Program, also serve LEP pupils. ,

Because of the multiplicity of programs and funding sources for. bilin-
gual education, we cannot accurately determine how much California
spends for services to LEP pupils. : ’

Annual Census of LEP Pupils. Current state law requires that all
school districts conduct an annual census to determine the home language
of each pupil enrolled in the district, and to assess the language skills of
those pupils whose primary language is other than English. Based on this
assessment, students are classified as limited English-proficient (LEP) or
fluent English-proficient (FEP). In the most recent language census (con-
ducted in the spring of 1986), school districts identified 567,564 LEP stu-
dents who are eligible to receive bilingual education services.

Table 25

Number of K-12
Limited English Proficient Pupils
i " Selected Years
- 1980 through 1986

Increase

. . 1986 Over 1980

Language : 1980 1984 1985 1986 . Number Percent

Spanish . 257,033 355,650 380,375 ' 413,224 156,191 60.8%
Non-Spanish...... oveen 68,715 132,185 - 143,707 154,340 85,625 = 1246
Vietnamese . (14018) (29535) (20990) (30592)  (16574) 1182
Cantonese e (10174)  (18139) (19118) (19784)  (9610) 945
Korean (6599)  (8993)  (9.249)  (9.927)  (3398) 504
Pilipino ..... (6658) (10941) (12.145) - (13450) -(6792) 1020
All Others (31266) (64577) (13205) (80587) (49.321) 1577

Totals 325,748 487,835 524,082 567,564 241,816 74.2%
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As shown in Table 25, the total number of LEP students in California
increased by 74 percent between 1980 and 1986. Of the total LEP popula-
tion, 73 percent have Spanish as their primary language. The number of
LEP students whose primary language is not Spanish, however, has more
than doubled since 1980. The LEP students now constitute approximately
13 percent of all public school enrollment in the state. However, because
nearly half of all LEP students are in grades K-3, these students represent
an even larger share of enrollment in the early grades. Nearly one-fourth
(23 percent) of the students who were in kindergarten in 1986 were
classified as LEP.

Bilingual Education Sunset Review. The bilingual education pro-
gram will “sunset” on June 30, 1987, unless legislation is enacted to extend
or repeal this date. Even if the Legislature does not continue the bilingual
education program beyond its sunset date, the program does not actually
terminate. Instead, the statute provides that funding “shall continue for
the general purposes of [the] program as specified in the provisions relat-
ing to the establishment and operation of the program.” The statute fur-
ther provides that such funds shall be used for the intended purposes of
the program, but all relevant statutes and regulations governing the pro-
gram (with specified exceptions) shall cease to be operative.

The “sunset” provision is intended to provide the Legislature with an
opportunity to conduct a comprehensive review of the effectiveness of
California’s bilingual education programs. As part of the sunset review
process, Chapter 1270 required the State Department of Education (SDE)
to review the bilingual education program and report on its appropriate-
ness and effectiveness. The legislation further requires that, based on a
review of the report, the Legislative Analyst is to submit findings, com-
ments, and recommendations regarding the program.

Our review of the program was submitted to the Legislature in June
1986. We found that the state must continue to offer bilingual education
programs, in order to comply with a federal mandate affirmed by the U.S.
Supreme Court in the case of Lau v. Nichols. This decision prohibited
educational practices in which “students who do not understand English
are effectively foreclosed from any meaningful education.”

While we recommend that bilingual education be continued, we concur
with several SDE recommendations which would give school districts
additional flexibility in meeting current law requirements. These recom-
mendations, as well as our suggestions for further program modifications
for bilingual education, are contained in our sunset review report (for
details please see The Bilingual Education Program: A Sunset Review).

Our review also identified several areas in which the use of bilingual
education funds could be improved. One of these recommendations is
particularly relevant to the Legislature’s consideration of the budget re-
qulclest for bilingual education in 1987-88 and, for this reason, we present
it here.

Measure the Success of Various Bilingual Education Options

We recommend that the Legislature adopt supplemental report lan-
guage directing the State Department of Education to develop and submit
to the Joint Legislative Budget Committee, the legislative fiscal commit-
tees, and the Department of Finance a detailed plan and funding proposal
for a comprehensive evaluation of the success and cost-effectiveness of

. various bilingual education program options.

Currently, each school district can select from several program options
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to determine the type of educational program to provide to LEP pupils.
Because there has been no comprehensive evaluation of the various pro-
gram options, however, districts do not have any factual basis for selecting
a particular program or determining whether the one chosen is the most
effective.

At the state level, the evaluation component of the bilingual education
program needs significant improvement. While SDE collects some data on
pre- and post-test scores for LEP pupils, the data collected are not based
on a random sample of LEP students and measure only a small portion of
the LEP population. Consequently, the data provide no reliable basis for
determining the effectiveness of bilingual education programs for all LEP
students. The department’s data also fail to distinguish between the types
of LEP students and the different types of bilingual education programs.
Thus, the data cannot be used to determine which types of bilingual
programs are most effective.

In its sunset report, SDE acknowledges that very little “hard” data is
available on the effectiveness of bilingual programs and services. We be-
lieve data limitations are a serious deficiency. Despite the fact that the
statutory requirements for bilingual programs have been in effect since
1976, SDE has not completed a comprehensive evaluation to determine
(1) bilingual education program effectiveness, by program option or (2)
whether the primary goal of current law—to develop a child’s fluency in
English as effectively and efficiently as possible—is being met.

“In our sunset review report, we recommended that SDE develop a plan
for measuring the success of bilingual education programs for considera-
tion during the 1987-88 budget hearings, and that an expenditure tracking
mechanism be put in place by June 1988. This recommendation would
have given the department at least seven months to develop the plan, and
two years to implement the expenditure tracking mechanism. The depart-
ment, however, was under no legislative directive to develop such a plan.

The department requested $3 million in 1987-88 to carry out a longitudi-
nal (year-to-year) study of bilingual education programs, but provided no
details regarding how these funds would be used. Thus, the request pro-
vided no analytical basis for determining an appropriate level of funding
required to evaluate the success of bilingual education programs and was
not, in fact, included in the Governor’s Budget.

Recommendation. Should the Legislature decide to provide funding
for bilingual education programs (which we believe must be offered in
order to comply with the mandate affirmed in the case of Lau v.
Nichols), we recommend that the SDE conduct a comprehensive evalua-
tion of the program, focusing on its success and cost-effectiveness. To
achieve this, we recommend that the SDE develop a detailed evaluation
plan, including the estimated cost and time frame for conducting such an
evaluation. The plan should be submitted to the Joint Legislative Budget
Committee, the legislative fiscal committees, and the Department of Fi-
nance, by September 15, 1987 to be considered as part of its deliberations
on the 1988-89 Budget Bill.

Based on the results of such an evaluation, the Legislature will be better
able to determine the overall need and cost to adjust the statutory goals
or requirements of the program. Accordingly, we recommend that the
Legislature, should it decide to continue funding for bilingual education,
adopt the following supplemental report language in Item 6100-121-001:
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“The State Department of Education shall submit to the Joint Legisla-
tive Budget Committee, the legislative fiscal committees, and the De-
partment of Finance, by September 15, 1987, a detailed plan, including
the associated costs and time frame, for conducting a comprehensive
evaluation of the effectiveness of bilingual education programs. The
plan shall reflect a proposed evaluation which at a minimum (1) encom-
passes an accountability plan to measure success at the state, district and
school level in meeting the program objectives of the Bilingual Educa-
tion Reform and Improvement Act, (2) contains model evaluation de-
signs for use at the district and school level, including provision for pre-
and post-testing of all LEP pupils enrolled in both classroom programs
and individual learning programs, and (3) provides a process for identi-
fying exemplary programs and disseminating information about these
programs to all school districts. The evaluation design should include
academic assessment methods for all LEP pupils and the data collected
should be aggregated by the type of program in which each pupil is
enrolled. o
The plan should also propose a method for annually tracking bilingual
education program expenditures, by program option, in order to deter-
mine which bilingual education programs are the most cost-effective.”

b. Miller-Unruh Reading Program

Consistent with our recommendation regarding the Governor’s
proposed Class Size Reduction and Educational Assistance programs, we
recommend that the Legislature continue funding for the Miller-Unruh
Reading Program at its current level. (Augment new Item 6100-126-001 by
$19,869,000.) We further recommend that the Legislature adopt Budget
Bill language in Item 6100-126-001 consistent with that provided in the
current year. ’

The Miller-Unruh Reading Program provides a state subsidy for speci-
fied reading specialist positions that are intended to help prevent and
correct “reading disabilities at the earliest possible time in the educational
career of the pupil.” In the current year, the state will allocate $21,762 per
full-time reading specialist—an amount equal to approximately 78 percent
of the average salary paid to elementary school teachers statewide. School
districts must pay for the remainder of the specialist’s salary.

Table 26
K-12 Education
Miller-Unruh Reading Program
Participation and Funding
1980-81 through 1986-87

Number of - Number of Funding
- Districts  Positions Total Level Per
Participating Funded  Appropriation Position
1980-81 165 992 $15,265,796 $15,389
1981-82 161 964 16,181,744 16,786
1982-83 157 948 16,182,000 17,070
1983-84 152 919 17,152,920 18,665
1984-85 149 918 18,166,000 19,789
1985-86 148 914 19,290,000 21,105
1986-87 147 913 19,869,000 21,762
Change from 1980-81 through 1986-87 .
Amount —-18 -79 $4,603,204 $6,373
Percent —10.9% —8.0% 30.2% 41.4%

32—75444
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Table 26 shows program participation and funding from 1980-81
through 1986-87. As the table indicates, the number of reading specialist
positions has declined by 8 percent since 1980-81, while the funding level
per position has increased by over 40 percent.

Governor’s Proposal. As shown previously in Table 24, the budget
proposes to eliminate funding for the Miller-Unruh Reading Program in
the budget year. This is part of a plan to eliminate, over a two-year period,
approximately $132 million in funding for selected categorical programs,
and use these funds instead to reduce class sizes in grade 1. (In 1987-88,
$60 million would be used for the Class Size Reduction program and $72
million would be used for one-time grants under a new Educational Assist-
ance program.)

Recommendation. Elsewhere in this analysis, we recommend that
the Legislature reject the Governor’s proposed Class Size Reduction and
Educational Assistance programs (please see page 946 for our discussion
of this issue) because it fails to ensure that the state will continue to meet
the special needs of students currently served by selected categorical
programs, including the Miller-Unruh program. (Although our review of
the Miller-Unruh program indicates that it (1) could be designed and
implemented more effectively and (2) should be comprehensively eva-
luated, the basic needs that prompted the Legislature to create this pro-
gram have not disappeared. Thus, we do not conclude that it should be
eliminated.)

Consistent with this recommendation, we recommend that the Legisla-
ture establish Item 6100-126-001 in the Budget Bill to continue funding for
the Miller-Unruh Reading Program at its existing level. This item should
also contain the following current Budget Act language which establishes
procedures for accepting applications and allocating funds for the pro-
gram: .

“The State Department of Education shall establish a procedure to

accept applications from any school district for participation in the

Miller-Unruh Reading Program. This procedure shall provide first prior-

ity for any available funding to districts with the lowest California As-

sessment Program reading scores and district base revenue limits.

Whenever the number of reading specialist positions funded by the

program is reduced in any school district, funds shall be reallocated to

support an equivalent number of positions in another district or dis-
tricts.” ‘

Results of Sunset Review

Under current law (Ch 1270/83), the Miller-Unruh Reading Program
will “sunset” on June 30, 1987, unless legislation is enacted to extend or
repeal this date. Even if the Legislature does not continue the Miller-
Unruh program beyond its sunset date, the program does not actually
terminate. Instead, the statute provides that funding “shall continue for
the general purposes of [the] program as specified in the provisions relat-
ing to the establishment and operation of the program.” The statute fur-
ther provides that such funds shall be used for the intended purposes of
the program, but all relevant statutes and regulations governing the pro-
gram (with specified exceptions) shall cease to be operative.

The “sunset” provision is intended to provide the Legislature with an
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opportunity to conduct a comprehensive review of the program. As part
of the sunset review process, Chapter 1270 required the State Department
of Education (SDE) to review the Miller-Unruh program and report to
the Legislature on its appropriateness and effectiveness. The legislation
further requires that, based on a review of the report, the Legislative
Analyst is to submit findings, comments, and recommendation regarding
the program. ' ' '

Our review of the program was submitted to the Legislature in Decem-
ber 1986. We found that, as implemented by the SDE, the program has not
focused on its original objective of preventing and correcting reading
disabilities. Instead, the program has been directed toward improving the
reading ability of below-average (though not necessarily disabled) read-
ers.

We also found that the SDE has not developed a definition of “reading
disability.” Therefore, there are no measures of the incidence of reading
disability among primary grade pupils in California, nor are there any
measures of the program’s effectiveness in preventing and correcting
reading disabilities. Finally, without a definition of reading disability, the
department is unable to establish a standard of need that can be used to
Sﬁlect participating districts and to allocate Miller-Unruh funds among
them.

In our report, we emphasized that these problems relate to the current
implementation of the program, and do not necessarily reflect an inher-
ently flawed program design. We did not, therefore, recommend that the
Miller-Unruh program be eliminated. Instead, we recommended that the
program be continued, provided that the problems were eliminated in
order to (1) bring the program into alignment with legislative objectives
and (2) improve program effectiveness and efficiency.

Two of our recommendations for addressing the implementation prob-
lems we identified are relevant to the Legislature’s consideration of the
b}llldge}t1 request for the Miller-Unruh program in 1987-88, and we present
them here.

Direct SDE to Focus on Program’s Statutory Goals

We recommend that the Legislature adopt supplemental report lan-
guage directing the State Department of Education to develop rules and
regulations and a system for allocating funds to ensure that the Miller-
Unruh program focuses on the prevention and correction of reading
disabilities. : .

As implemented by the SDE, the Miller-Unruh program has been di-
rected toward improving the reading ability of below-average (though
not necessarily disabled) readers. Furthermore, although current law re-
quires that funds be allocated to districts according to the percentage of
pupils having reading difficulties and the ability of the district to pay for
special instructional assistance, the SDE now gives first priority to districts
that currently receive state funding, without regard to measures of district
need. In addition, when districts discontinue their participation in the
program, the department has, until the current year, used the funds that
thereby become available to increase the state subsidy for the remaining-
specialists, rather than to fund new positions in new districts.

We believe the Miller-Unruh program should address its statutory ob-
jective, which is to prevent and correct reading disabilities at the earliest
possible time in a pupil’s educational career. To accomplish this, the de-
partment should first develop a definition of “reading disability.” Specifi-
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cally, the definition should discriminate between reading disability and
low reading achievement, because, while reading disability may be mani-
fested in low reading achievement, low reading achievement is not neces-
sarily an indication of reading disability.

After developing a definition of reading disability, the SDE can deter-
mine which districts have the greatest need for Miller-Unruh funds. Spe-
cifically, the department should (1) establish eligibility criteria to ensure
that funds are allocated to the districts having the greatest need (as deter-
mined partly by the incidence or rate of reading disability in the primary
grades, and partly by the ability of the district to pay for special instruc-
tional assistance) and (2) establish rules and regulations to ensure that—
within funded districts—services are provided to the target population.

Recommendation. Accordingly, we recommend that the Legisla-
ture, should it decide to continue funding for the Miller-Unruh program,
adopt the following supplemental report language in new Item 6100-126-
001: v .
“The Department of Education shall develop and adopt rules and regu-
lations by December 31, 1987 to ensure that the Miller-Unruh Reading
Program focuses on the prevention and correction of reading disabili-
ties, as distinguished from low reading achievement. The Department
of Education shall also develop and submit to the legislative fiscal com-
mittees by December 31, 1987 a proposed system for allocating funds
according to need as determined by (1) the incidence of reading dis-
abled pupils in the district and (2) the district’s ability to pay for supple-
mental services.”

Evaluate Miller-Unruh Reading Program Based on its Objectives

We recommend that the Legislature adopt supplemental report lan-
guage directing the State Department of Education to develop and submit
to the Joint Legislative Budget Committee, the legislative fiscal commit-
tees, and the Department of Finance a detailed plan and funding proposal
for-a comprehensive evaluation of the effectiveness of the Miller-Unruh
Reading Program.

Although the statutory objective of the Miller-Unruh Reading Program
is to prevent and correct reading disabilities, no studies have attempted
to evaluate the effectiveness of the program, or even the need for the
program, on that basis. o

Past evaluations of the program have attempted to use the average
reading scores of all pupils within the Miller-Unruh schools to measure the
program’s success. These scores are irrelevant, however, when we are
concerned only with the performance of students with reading disabilities.
Any evaluation of the program should focus only on the reading perform-
ance of those students who have been identified, using standard criteria,
as having an existing or potential reading disability. Specifically, the
evaluation should focus on the effectiveness of the program in preventing,
C(a)rrectiilg, or overcoming the effects of reading disabilities among affect-
ed pupils.

We believe that such an evaluation should be done by a direct assess-
ment of pupils who are identified as having a reading disability, and by
comparing the ability of pupils that have received Miller-Unruh services
with the ability of similar pupils that have not.

To achieve this, we recommend that the SDE develop a detailed plan,
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including a funding proposal, to conduct a comprehensive evaluation of
the program. The plan should be submitted to the Joint Legislative Budget
Committee, the legislative fiscal committees, and the Department of Fi-
nance, by September 15, 1987 and should specifically include the estimat-
ed cost and time frame for conducting such an evaluation. This plan would
be available for the Legislature to consider as part of its deliberations on
the 1988-89 Budget Bill.

Recommendation. Based on the results of such an evaluation, the
Legislature should be able to determine the overall need and cost to adjust
the statutory goals or requirements of the program. Accordingly, we rec-
ommend that, should the Legislature continue funding for the Miller-
Unruh program, it adopt the following supplemental report language in
new Item 6100-126-001:

“The Department of Education shall submit to the Joint Legislative
Budget Committee, the legislative fiscal committees, and the Depart-
ment of Finance, by September 15, 1987, a detailed plan, including the
associated costs and time frame, for conducting a comprehensive
evaluation of the effectiveness of the Miller-Unruh Reading Program in
preventing, correcting, or overcoming the effects of reading disabilities
among affected pupils. The plan shall reflect a proposed evaluation
which at a minimum (1) focuses on the reading performance of those
students who have been identified, using standard criteria, as having an
existing or potential reading disability and (2) compares the reading
ability of pupils that have received Miller-Unruh services with the read-
ing ability of similar pupils that have not received such services.”

<. Native American Indian Early Childhood Education Program

Consistent with our recommendation  regarding the Governor'’s
proposed Class Size Reduction and Educational Assistance programs, we
recommend that the Legislature continue funding for the Native Ameri-
can Indian Early Childhood Education program at its current level. (Aug-
ment new Item 6100-131-001 by $365,000.)

The Native American Indian Early Childhood Education program, also
known as “the AB 1544/77 program,” is directed to (1) improve the educa-
tional accomplishments of specified Native American Indian students and
(2) establish projects in Native American Indian education which are
designed to develop and test educational models which increase compe-
tence in reading and mathematics. The program is restricted to pre-kin-
dergarten through grade 4 students in schools which (1) have 10 percent
or more Native American Indian students, and (2) are located in rural
school districts which receive equalization aid.

In 1986-87, 11 rural school districts will receive a total of $365,000 in
General Fund support under this program for 23 schools serving approxi-
mately 1,130 students. On average, these schools receive $306 for each
student enrolled. In 1986-87, SDE will spend approximately $90,000 to
support portions of two positions in the Bureau of Indian Education, which
administers this program.

Governor’s Proposal. The Governor. proposes to eliminate funding
for the Native American Indian Early Childhood Education program in
the budget year. This is part of a plan to eliminate, over a two-year period,
approximately $132 million in funding for selected categorical programs,
and use these funds instead to reduce class sizes in grade 1. (In 1987-88,
$60 million would be used for the Class Size Reduction program and $72
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million would be used for one-time grants under a new Educational Assist-
ance program.) :

Elsewhere in this analysis, we recommend that the Legislature reject
the Governor’s proposed Class Size Reduction and Educational Assistance
programs (please see page 946 for our discussion of this issue) because it
fails to ensure that the state will continue to meet the special needs of
students currently served by selected categorical programs, including the
Native American Indian Early Childhood Education program. (Although
our preliminary review of the program indicates that it suffers from a lack
of a comprehensive evaluation, the basic needs that prompted the Legisla-
ture to create this program have not disappeared. Thus, we do not con-
clude that it should be eliminated.)

Consistent with this recommendation, we recommend that the Legisla-
ture establish Item 6100-131-001 in the Budget Bill to continue funding for
the Native American Indian Early Childhood Education program at its
existing level. :

Sunset Review Inconclusive: Comprehensive Evaluation Needed

We recommend that the Legislature adopt supplemental report Ian-
guage directing the State Department of Education to develop and submit
to the Joint Legislative Budget Committee, the legislative fiscal commit-
tees, and the Department of Finance a detailed plan and funding proposal
for a comprehensive evaluation of the effectiveness of this program.

Under current law, the Native American Indian Early Childhood Edu-
cation program will “sunset” on June 30, 1987, unless legislation is enacted
to extend or repeal this date. Even if the Legislature does not continue this
program beyond its sunset date, the program does not actually terminate.

Instead, the statute provides that funding “shall continue for the general .

purposes of [the] program as specified in the provisions relating to the
establishment and operation of the program.” The statute further pro-
vides that such funds shall be used for the intended purposes of the pro-
gram, but all relevant statutes and regulations governing the program
(with specified exceptions) shall cease to be operative.

The “sunset” provision is intended to provide the Legislature with an
opportunity to conduct a comprehensive review of the program’s effec-
tiveness. As part of the sunset review process, Ch 1270/83 required the
SDE to review the program and report to the Legislature by September
15, 1985 on its appropriateness and effectiveness. The legislation further
requires the Legislative Analyst to review the department’s report and
submit findings, comments, and recommendations regarding the pro-
gram.

Our preliminary review of the department’s report indicates that it

provides little analytical assistance to the Legislature in determining pro--

gram continuation and improvement (our detailed report will be avail-
able in the spring). Specifically: :
e It is unknown if the program as a whole has increased the academic
achievement levels of its participants because there is no existing
evaluative process, and the last (and only) evaluation of student
achievement in this program was conducted over 10 years ago.
o Although current law specifies that it is the intent of the program to
establish projects which develop and test models which increase
competence in reading and mathematics, this is not being done.
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¢ Current funding allocation practices do not allow for new—and possi-

. bly improved—projects to be funded, until an existing project termi-
nates its program participation. _ .

o Although current law directs this program to pre-kindergarten

through grade 4 students, no pre-kindergarten programs have been
funded.

Our review indicates that these problems relate to the current im-
plementation of the program, and do not necessarily reflect an inherently
flawed program or a lack of need for the program. For these reasons,
therefore, we do not believe that the Native American Indian Early Child-
hood Education program should necessarily be eliminated.

Recommendation. We recommend that the program be continued.
We further recommend, however, that the SDE conduct a comprehensive
evaluation of the program focusing on the effectiveness of the program in
improving the educational achievement levels of Native American stu-
dents. To achieve this, we recommend that the SDE develop a detailed
plan, including a funding proposal, to conduct a comprehensive evalua-
tion of the program. The plan should be submitted to the Joint Legislative
Budget Committee, the legislative fiscal committees, and the Department
of Finance by September 15, 1987 and should specifically include the
estimated cost and time frame for conducting such an evaluation. This
plan would be available for the Legislature to consider as part of the
deliberations on the 1988-89 Budget Bill. - L

Based on the results of such an evaluation, the Legislature should be
able to determine the overall need and cost to adjust the statutory goals
or requirements of the program. Accordingly, we recommend that, if the
Legislature decides to .continue funding for the program, it adopt the
following supplemental report language in new Item 6100-131-001:

“The State Department of Education shall submit to the Joint Legisla-
tive Budget Committee, the legislative fiscal committees, and the De-
partment of Finance, by September 15, 1987, a detailed plan, including
the associated costs and time frame, for conducting a comprehensive
evaluation of the effectiveness of the Native American Indian Early
Childhood Education program. The plan shall reflect a proposed evalua-
tion which at a minimum focuses on (1) the effectiveness of the pro-
gram in increasing the educational accomplishments of its program
participants, and (2) the need to establish in pre-kindergarten through
grade 4, specified model projects which increase competence in reading
and mathematics.” a

d. Refugee and Immigrant Programs (ltem 6100-176-890)

We withhold recommendation on $20,669,000 in federal funds requested
for refugee and immigrant programs, pending receipt of a revised budget
from the State Department of Education.

The Department of Education administers two federally-funded pro-
grams which provide financial assistance to local school districts for educa-
tion services to refugee and immigrant children—(1) the Transition
Program for Refugee Children and (2) the Emergency Immigrant Educa-
tion Assistance Program.

Transition Program for Refugee Children (TPRC). The TPRC pro-
vides federal funds to school districts which have experienced heavy en-
rollments of refugee students—primarily Indochinese, Cuban, and Haitian
children. Grants are allocated to school districts based on the number of
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refugee children in grades K-6 who have been in this country no longer
than two years, and those in grades 7-12 who have been in this country
for no more than three years. Funds are used to provide a variety of
services including: o -

¢ Bilingual education/English language development;

« Community and school orientation;

¢ Development of curriculum and materials;

o Liaison activities between families, school personnel, and refugee
assistance agencies; and ‘

e Testing, assessment, and placement of incoming pupils.

Emergency Immigrant Education Assistance Program (EIEAP).
The EIEAP provides financial assistance to school districts in which at
least 500 students (or, alternatively, 3 percent of the district’s enrollment)
are immigrant children who have been attending schools in the United
S}:ates for less than three years. These funds may be used to meet the costs
of:

¢ Supplementary educational services for immigrant children (includ-

 ing bilingual or English language instruction);

o Additional basic instructional services which are directly attributable
to the presence of immigrant children in the school district (including
capital outlay or transportation costs); and/or, .

+ In-service training for staff who will be teaching immigrant children.

Budget Proposal. Table 27 displays the aggregate funding for these
two programs in the prior, current, and budget years. As the table shows,.
the budget proposes to allocate $329,000 for state administration and ap-
proximately $20 million in local assistance for the two programs—the same
level of funding as it estimates will be received in the current year.

Table 27
K-12 Education
Refugee and Immigrant Programs
~ Federal Funds
1985-86 through 1987-88
{dollars in thousands)

Change from
Actual Est. Prop. 1986-87
1985-86 1986-87* 1987-88"  Amount Percent
State AdminiStration .........vevieiecnnnens $308 $329 $329 — —_
Local Assistance 18,554 20,340 20,340 — —
Totals $18,862 $20,669 $20,669
Personnel-years . : 3 35 3.5 — —

* Governor’s Budget estimates.

Our review indicates that the budget display in the Governor’s Budget
document is inaccurate. Specifically, the budget does not reflect recent
information about the 1986-87 grant levels for TPRC and EIEAP that
became available after the Department of Finance had completed its
baseline estimates. As a result, the 1987-88 budget proposal, which is based
on these grant levels, is also in error. The Department of Education indi-
cates that it will submit a revised estimate of 1987-88 funding levels prior
to budget hearings. Pending receipt of this information, we withhold
recommendation on this item.
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6. School Desegregation (ltems 6100-114-001 and 6100-115-001)

We withhold recommendation on a total of $323,618,000 proposed for
reimbursement of court-ordered and voluntary school desegregation costs,
pending completion of the Department of Finance task force report, be-
cause recommended changes may result in a change in the funding re-
quirements for school desegregation.

State reimbursement of school desegregation costs is not required by
the California Constitution. Under the provisions of current law, however,
the state reimburses school districts for the cost of both court-ordered and
voluntary school desegregation programs. Reimbursements are funded
from the General Fund based on claims filed by school districts operating
school desegregation programs.

As shown in Table 28, the Governor’s Budget proposes $323.6 million
from the General Fund for school desegregation programs—$267.8 million
for court-ordered programs and $55.8 million for voluntary desegregation
programs in 1987-88. This amount is $27 million less than the current year
funding level, due to a proposed reduction in the funding for the voluntary
programs. The proposed funding for court-ordered programs is the same
as in the current year. \

Funding versus Claims. Table 29 shows the relationship between
funding and claims for both court-ordered and voluntary desegregation
programs from 1985-86 to 1987-88. This table shows that the proposed
appropriation falls short of estimated budget-year claims by a total of $42.4
million. This is composed of an estimated $0.9 million shortfall for volun-
tary programs and an estimated $41.5 million shortfall for court-ordered
programs. When added to prior year shortfalls, this yields a cumulative
deficit of $97.7 million ($78.5 million for court-ordered programs and $19.2
million for voluntary programs) in 1987-88.

Table 28
‘K-12 Education :
General Fund Appropriations for School Desegregation Programs ° .
1985-86 through 1987-88
{dollars in thousands)

Change
Actual Est. Prop. from 1986-87
1985-86 1986-87 1987-88 Amount  Percent

A. Court-Ordered Desegregation :
Budget ACt c.voomcerrcerminnncsssissnisnnans $184416  $267,803  $267,803 - _— —

Ch 180/85 -92,006 — — _ -

Ch 209/86 . 2130° - —_ — _
Subtotals $208552  $967,803 . $267,803 - — —

B. Voluntary Desegregation «

BUAGEt ACt ooveoereeeeeseessreesnessnis $7,000  $82,815 . $55815  —$27,000  —32.6%

Ch 180/85 73,351 — R — —
Subtotals $80,351 $82,815 $55815  —$27,000 —32.6%
Totals : $288903  $350,618 = $323618  —$27,000 —71%

4 This table shows appropriations by fiscal year. It does not show actual expenditures by fiscal year, which
are different, due to carryovers.

b Reflects an appropriation of $3.2 million and a current-year réversion of $1.0 million. The reverted funds
are from monies that were appropriated specifically for San Jose Unified School District, and cannot
be used for payment of other claims. ’
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Table 29
) K~-12 Education
Funding for School Desegregation Claims °
1985-86 through 1987-88
(dollars in thousands)

Actual Est. Est.
. 1985-86 1986-87 198788
A. Court-Ordered Desegregation Claims ........ciomerrerressnresine $229,383 $268,955 $309,299
Funding : 186,546 ° 267,803 267,803
Deficit $35,837 $1,152 $41,496
Cumulative Deficit . $35,837 $36,989 $78,485
B. Voluntary Desegregatlon Claims ; " $53,085 $54,992 $56,763
Funding : 7,000°¢ 82,815 55,815
Deficit (Surplus) $46,085 ($27,823) $948
Cumulative Deficit $46,085 $18,262 $19,210
C. Total Claims . $275468 $323,947 $366,062
Funding 193,546 350,618 323,618
Deficit (Surplus) ; $81,922 ($26,671) $42,444
Cumulative Deficit $81,922 $55,251 $97,695

#This table shows funding for claims by fiscal year. It does not show expenditures by fiscal year, which
are different, due to carryovers.

‘b Excludes $22 million appropriated by AB 38 (Ch 180/85) for payment of prior year claims.

¢ Excludes $73.4 million appropriated by AB 38 (Ch 180/85) for payment of prior year claims.

Under current law, districts operating court-ordered programs may be
reimbursed for an amount equal to their prior-year approved. claims, as
adjusted for inflation and enrollment growth, plus 80 percent of any addi-
tional cost increases. Accordingly, our estimate of court-ordered claims for
the budget year assumes a 15 percent increase over current-year claims.
This assumption is based on our analysis of recent increases in court-
ordered claims.

On the other hand, current law limits the reimbursement for voluntary
programs to prior-year approved costs as adjusted for inflation and enroll-
ment. Any additional cost increases are not reimbursable. Our estimate of
voluntary claims in 1987-88, therefore, reflects a half-year 2.2 percent
COLA and a projected enrollment growth of 2.12 percent.

Department of Finance Task Force Report. Pursuant to the Supple-
mental Report of the 1986 Budget Act, the Department of Finance (DOF)
has convened a task force, consisting of representatives of DOF, the Legis-
lative Analyst, the State Controller, legislative committees, the Depart-
ment of Education, and school districts with court-ordered and voluntary
school desegregation programs, to review the implementation of current
I:iw relating to the reimbursement process for school desegregation
claims.

Specifically, the purpose of the task force is to (1) review allowed and
disallowed costs (including the reasons for disallowances and the extent
to which allowed costs overlap or duplicate existing state-funded pro-
grams), (2) recommend guidelines to assist the State Controller in per-
forming audits, and (3) submit the recommended guidelines to the Joint
Legislative Budget Committee no later than March 1, 1987.
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The DOF task force is reviewing several issues related to the reimburse-
ment of school desegregation costs. Most issues under review by the DOF
task force fall into two categories: (1) audit problems and (2) cost control.

Audit Problems. Audit problems stem primarily from a lack of stat-
utory specificity regarding which type of expenditures are eligible for
reimbursement. As a result, numerous disagreements. have arisen
between state auditors and school district officials over the payment of
claims for some programs. For example, school districts—as a part of their
overall school &segregation efforts—commonly spend funds on child
care, bilingual education, “magnet schools,” and facilities, among a variety
of other activities. In many cases, it is difficult for the state auditors to
determine whether such expenditures are necessary components of a
desegregation program, or whether they primarily serve other purposes,
such as the alleviation of overcrowding or general educational enrich-
ment.

Despite the difficulty of making such determinations in the absence of
statutory or administrative guidelines, the auditors must do so in order to
complete an audit, and have, in fact, disallowed many costs. In a few cases,
more than half of a district’s total claim has been disallowed, leading to
substantial fiscal disruption in the affected districts. Currently, there are
no provisions for appealing the State Controller’s decisions to another
agency or body, except the courts.

Cost Control. The problem of cost containment appears to be relat-
ed to the absence of state guidelines for identifying cost-effective desegre-
gation programs. In the absence of such guidelines, districts have
implemented (and received reimbursement for) a wide variety of costly
programs. Three problems result from this condition. ‘

First, there is substantial disparity among districts in the cost of deliver-
ing similar programs. For example, a gifted and talented education pro-
gram (operated—and, therefore, funded—as part of a desegregation
program) costs as little as $8 per pupil in one district, but nearly $700 per
pupil in another. :

. The second, and related, problem is that there are no cost standards that
apply to programs operated as a part of a desegregation effort. If a district
wishes to use desegregation funds for facilities, for example, none of the
state standards that govern the use of state funds for facilities apply. In
such cases, districts may use state desegregation funds to obtain facilities
that provide more square feet per pupil than would be allowed if state
facilities funds were used. '

The third problem is the growing total cost of desegregation programs.
Claims for both court-ordered and voluntary programs have grown from
$199.2 million in 1983-84 to an estimated $338.1 million in 1986-87—an
increase of 70 percent over the four-year period. Part of this increase is due
to the addition of two new districts and to the expansion of existing pro-
grams. Even among existing districts with' stable programs, however,
claims have grown 50 percent to 60 percent during this time. This com-
pares with an increase of 39 percent in school district general purpose
revenue during the same period.

Conclusion. The task force is giving this program a fundamental re-
view and its recommendations to address the program’s problems may
affect the amount of funding that would be required for the reimburse-
ment of claims in the budget year. Accordingly, we withhold recommen-
dation on these items pending the completion of the task force report on
March 1, 1987. -
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7. Other Specialized Education Programs

This section analyzes those specialized education programs which do
not fit into any of the six categories discussed above. These programs
include Pupil Dropout Prevention and Recovery; Gifted and Talented
Education; specialized secondary schools; foster youth services; the Drug

~and Alcohol Abuse Prevention Program; the School/Law Enforcement
Partnership; Commissions on Professional Competence; driver training;
and the ECIA Chapter 2 federal block grant. Table 30 summarizes local
assistance funding from the General Fund and state special funds for these
specialized programs.

Table 30
K-12 Education
Support for Other Specialized Education Programs
Local Assistance
1985-86 through 1987-88
{dollars in thousands)

Change
Actual Est. Prop. from 1986-87
Program 1985-86  1986-87  1987-88 Amount  Percent
Pupil Dropout Prevention and Recovery  $2,700 $13,650 $14,750 $1,100 8.1%
Foster Youth Services .....cnmmnssisenens 813 821 821 -_— —
Drug and Alcohol Abuse Prevention........ 427 427 427 — —
School/Law Enforcement Partnership .... 150 150 150 — —
Commissions on Professional Compe-
tence 18 18 18 = —

Youth Suicide Prevention........ 312 315 — -315 —100.0
Gifted and Talented Education.. . 20,034 21,236 — —21,236 —100.0
Specialized Secondary Schools...........converree 2,080 2,101 2,101 - —
Federal Block Grant (ECIA Chapter 2).. 40,444 40,444 39,266 —1,178 -29
Driver Training 19,004 19,500 19,500 — -

Totals $85982  $98,662 77,033  —$21629 = —21.9%
Funding Source:

General Fund. $26984  $38468  $18017  —$20451 —532%

Federal funds 40,444 40,444 39,266 —1178 -29

Special funds. 19,954 19,750 19,750 —_ —_

We recommend approval of the proposed funding shown in Table 30 for
the following programs, which are not discussed elsewhere in this analysis:

o Pupil Dropout Prevention and Recovery Programs (Item 6100-120-
001)—$14.8 million from the General Fund for programs designed to
reduce the number of students dropping out of school and to deliver
services to students who have already dropped out. The Governor
proposes to increase funding by $2.5 million for additional “outreach
consultants” to assist with the implementation of programs in 62 addi-
tional sites. This increase would be offset, however, by a reduction of
$1.4 million due to the elimination of planning grants for schools
wishing to enter the program in the future. The budget therefore
proposes a net increase of only $1.1 million.

o Foster Youth Services (Item 6100-119-001 (a))—$821,000 from the
General Fund for special services to foster children in four school
districts (Elk Grove, Mount Diablo, Sacramento City, and San Juan
Unified.) This is the same level of funding as is provided in the current
year.
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o Drug and Alcohol Abuse Prevention Program (Items 6100-001-464,
6100-183-001, and 6100-153-464)—3$427,000 to support the third and
final year of a pilot project designed to curtail drug and alcohol abuse
among children, which includes $177,000 from the General Fund and
$250,000 from the First Offender Program Evaluation Fund. In addi-
tion, the budget proposes a total of $13,000 for state operations which
reflects a $10,000 reduction in General Fund support for the state
operations portion of the program.

e School/Law Enforcement Partnership Program (Item 6100-225-
001)—3$150,000 from the General Fund to disseminate model pro-
grams that, based on an evaluation due on January 1, 1988, are found
to be effective in improving school safety. (The budget also proposes
$175,000 from the General Fund in the department’s state operations
item to provide technical assistance to schools and fund conferences
on school safety.) ,

o Commissions on Professional Competence (Item 6100-209-001) —$18,-
000 from the General Fund to reimburse school districts for the costs
of commissions on professional competence, pursuant to current law.
This is the same level of funding as is provided in the current year.

a. Gifted and Talented Education (Item 6100-124-001)

Consistent with our recommendation regarding the Governor’s
proposed Class Size Reduction and Educational Assistance programs, we
recommend that the Legislature continue funding for the Gifted and
Talented Education program at its current level. (Augment new Item
6100-124-001 by $21,236,000.) We further recommend that the Legislature
adopt Budget Bill language in Item 6100-124-001 consistent with that pro-
vided in the current year.

The Gifted and Talented Education (GATE) program was established
by Ch 774/79, to supersede the Mentally Gifted Minor program. Districts
which operated a mentally gifted minor program during 1978-79 are eligi-
ble to receive GATE funds. In addition, a litnited number of districts have
been admitted to the program to replace districts which have withdrawn
from GATE since 1979. For the current school year, GATE is providing
funds to 428 school districts which serve approximately 220,000 students
identified as gifted or talented.

Each district which operates a GATE program must establish criteria
and a method for identifying students that are gifted or talented. Typical-
ly, the local selection process is complex, and may utilize standardized test
scores, teacher or parent referrals, course grades, pupil projects, and a
review by a school psychologist or other professional.

The design of each district’s GATE program is determined locally, in
accordance with state guidelines. All programs are required to provide
unique educational opportunities for high-achieving and underachieving
gifted and talented pupils, including those in the upper range of intellec-
tual ability, while ensuring the participation of children from disadvan-
taged and varying cultural backgrounds.

Governor’s Proposal. As shown in Table 30, the Governor’s Budget
proposes to eliminate all local assistance funding for GATE in the budget
year. As mentioned previously, this is part of a plan to eliminate, over a
two-year period, approximate{y $132 million in funding for selected cate-
gorical programs, and use these funds instead to reduce class sizes in grade
1. (In 1987-88, $60 million would be used for the Class Size Reduction
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program and $72 million would be used for one-time grants under a new
Educational Assistance program.)

Elsewhere in this analysis, we recommend that the Legislature reject
the Governor’s proposed Class Size Reduction and Educational Assistance
programs. In addition, as we note below, the sunset review of GATE has
not been completed. We believe it would be premature to discontinue
funding for this program prior to completion of the review process. Ac-
cordingly, we recommend that the Legislature establish Item 6100-124-001
in the Budget Bill to continue funding for the GATE program at its exist-
ing level. This item should also contain the following language, which is
consistent with language contained in the 1986 Budget Act:

“Funds appropriated by this item are for transfer by the Controller to

Section ‘A of the State School Fund, in lieu of the amount which would

_otherwise be appropriated for the 1987-88 fiscal year pursuant to Sec-
tion 14002 of the Education Code.”

Sunset Review Report Overdue

Under current law, the statutes and regulations governing GATE cease
to be operative on June 30, 1988, unless legislation is enacted to extend or
repeal this date. This sunset provision is intended to provide the Legisla-
ture with an opportunity to conduct a comprehensive review of the pro-
gram.

To assist the Legislature in its review, current law required the Depart-
ment of Education to submit a sunset report on GATE to the Legislature
by September 15, 1986. The law further requires the Legislative Analyst
to submit findings, comments, and recommendations regarding the pro-
grams within 90 days after receiving the department’s report.

At the time this analysis was prepared, the department had not submit-
ted the required sunset report. In accordance with current law, we will
review the report when it is available and submit our findings and recom-
mendations within 90 days after receiving it.

b. Specialized Secondary Schools (ltem 6100-119-001(b))

Senate Bill 813 (Ch 498/83) authorized school districts, beginning in
1984-85, to apply to the Superintendent of Public Instruction for funds to
establish high schools with specialized curricula in the fields of mathemat-
ics, science, visual and performing arts, and computer technology. The
objective of these specialized secondary schools is to provide talented
students with specialized learning experiences and training in these areas
and to promote the development of specialized curricula for other school
districts. Funding may be used for “start-up” costs associated with the
establishment of a new specialized secondary school or a new program in
an existing school. The Governor’s Budget proposes $2.1 million for this
program in 1987-88. This is the same level of funding as is provided in the

‘current year.

Evaluation Needed

We recommend that the Legislature adopt Budget Bill language to
allocate a portion of the proposed funding for the specialized secondary
schools program to the State Department of Education (SDE) for an

evaluation of the schools that have been established and the curricula that

have been developed under this program. We also recommend that the
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Legislature require the SDE to submit an evaluation plan and budget for
consideration during budget hearings in order to determine an appropriate
amount to allocate for this purpose.

As of the end of 1985-86, 11 specialized secondary schools in 11 school
districts had been established. In 1986, the State Department of Education
(SDE) submitted two evaluation reports to the Legislature on these
schools. The first report (required by Ch 498/83) was an evaluation of
model curricula that have been developed for specialized secondary
schools, and the second one (required by tEl)'le Supplemental Report of the
1984 Budget Act) was an evaluation of the extent to which the specialized
secondary schools provide advanced instruction and enhanced learning
opportunities for students.

Although the evaluations’ findings were generally favorable, neither
evaluation was satisfactory, because (1) not enough time had elapsed
between the initiation of the specialized secondary schools and the date
the reports were due, (2) no funding was provided to obtain subject-
matter experts and other resources that would have strengthened the
evaluations, and (3) many curriculum materials were still in the develop-
ment stage at the time of the evaluation.

The resulting uncertainty regarding the merits of this program justifies
a cautious approach to further funding. For this reason, we believe that
at least a portion of the proposed funding for this program would be better
spent on evaluating the existing schools than on establishing new ones.
Because this program is intended to provide support for only start-up (and
not on-going) costs, local programs are not dependent on continued state
support for their existence. Consequently, existing specialized secondary
schools would not be affected by a reduction in local assistance funding.

Accordingly, we recommend that the Legislature adopt Budget Bill
language to allocate a portion of the proposed funding amount to the SDE
for an evaluation of the specialized secondary schools and curricula. We
further recommend that the Legislature require the SDE to submit an
evaluation plan and budget for consideration during budget hearings in
order to determine an appropriate amount to allocate for this purpose.

c. Federal Block Grant—ECIA Chapter 2 (ltems 6100-101-890

and 6100-001-890) v

We withhold recommendation on $39,266,000 requested in Item 6100-
101-890 and $8,637,000 requested in Item 6100-001-890, pending review of
an expenditure plan for federal ECIA Chapter 2 block grant funds.

Chapter 2 of the Education Consolidation and Improvement Act
(ECIA) provides a block grant for state and local education programs.
Federal law requires that at least 80 percent of the block grant be allocated
to local school districts—as general revenue—according to an enrollment-
based formula, and prohibits the state from specifying how these funds
will be used by local school districts. The balance of Chapter 2 funds may
be used for state operations or to finance discretionary grants for specific
programs.

An advisory committee appointed by the Governor makes recommen-
dations regarding (1) the formula used to allocate Chapter 2 funds to the
local school districts and (2) the allocation of funds used for state discre-
tionary purposes. '

Expenditure Plan Not Provided. As of January 1987, the SDE had
not developed its expenditure plan for 1987-88. We are informed by the
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department, however, that the plan will be available in time for budget
hearings. Accordingly, we withhold recommendation on the proposed
exenditures in Items 6100-101-890 and 6100-001-890, pending receipt of the
department’s expenditure plan.

d. Driver Training (ltem 6100-171-178)

We withhold recommendation on $19,500,000 requested from the Driver
Training Penalty Assessment Fund for the driver training program, pend-
ing a review of (1) the program’s current-year deficiency and (2) the State
Department of Education’s new rules and regulations concerning program
requirements for competency-based driver education programs.

This program, administered by SDE, authorizes school districts to pro-
vide driver education through both a laboratory component (behind-the-
wheel training) and a classroom component. Districts offering the labora-
tory driver training component are reimbursed for their actual costs in the
prior fiscal year, up to a maximum of $80 per nonhandicapped pupil and
$247 per handicapped pupil. In addition, school districts may receive reim-
bursement for the cost of replacing vehicles and simulators that are used
exclusively in' the laboratory phase of the 'program. Program funding is

‘derived from the Driver Training Penalty Assessment Fund (DTPAF),

which receives its revenues from traffic fines.

Table 30 displays funding for driver training in the prior, current and
budget years. The Governor’s Budget proposes to continue the current-
year funding level of $19.5 million for driver training local assistance.

On January 12, 1987, we received notification from the Department of
Finance of a $635,950 current-year deficiency in the driver training pro-
gram. At the time this analysis was written, we had been unable to deter-
mine the extent to which this deficiency may represent a need for
increased funding for the program in 1987-88.

In addition, during last year’s budget hearings, SDE requested that the
Legislature increase the maximum allowable reimbursement rates per
student in order to reflect an increase in school districts’ reported costs.
In response, the Legislature, in the Supplemental Report of the 1986
Budget Act, declared its intent that no increase be made to reimburse-
ment rates until the Superintendent of Public Instruction adopted rules
and regulations concerning program requirements for competency-based
driver education programs. According to SDE, the required rules and
regulations will be available in March.

After we have reviewed (1) the program’s current-year deficiency
situation and (2) the new rules and regulations, we will be able to deter-
mine more accurately the program’s funding requirements for the budget
year. Pending completion of this review, we withhold recommendation on

the funding requested for this program.

Transfer to the General Fund—Control Section 24.10
We recommend approval,
Control Section 24.10 of the Budget Bill transfers to the General Fund

" the unencumbered balance in the Driver Training Penalty Assessment

Fund on June 30, 1988. This amount represents the surplus in the DTPAF
after the driver training program and related programs have been funded
for the budget year. The estimate of General Fund revenues contained in
the Governor’s Budget includes $21.5 million attributable to this control
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section. This amount could change depending on legislative action related
to the driver training program or other programs that derive funding from
the DTPAF.

Control Section 24.10 would continue existing legislative policy and, on
that basis, we recommend that it be approved.

. ANCII.I.ARY SUPPORT FOR K-12 EDUCATION

This section analyzes those programs that complement the direct in-
structional support function, including (1) student transportation pro-
grams, (2) school facilities programs (construction and deferred
maintenance), and (3) child nutrition programs.

A. TRANSPORTATION

There are three elements to this program—the home-to-school trans-
portation program, the School Bus Driver Instructor Training program,
and the Small School District Bus Replacement program.

Proposed funding for the programs is shown in Table 31. We note that
the Governor’s Budget also proposes to appropriate $100 million from
federal Petroleum Violation Escrow Account (PVEA) funds in Item 3360-
011-853 for a project to field test the fuel efficiency of different types of
school buses. Our discussion of this proposal appears in our analysis of the

California Energy Commission budget (Item 3360-011-853).

Table 31
K-12 Education
Transportation Aid
1985-86 through 1987-88
{dollars in thousands)

Change
Actual Est. Prop. from 1986-87
Program 1985-86 1986-87 198788  Amount  Percent

Home-to-School Transportation........... $286,161 $288,797 $288,797 —_— —
Small School District Bus Replacement 3,120 6,151 3,151 —$3,000 —48.8%
School Bus Driver Instructor Training ’

Program 550 633 811 178 28.1

Totals $289,831 ~ $295,581 $292,759  —$2,822 —-1.0%
Funding Source:
General Fund $289.281  $291,948  $291,948 — —
Driver Training Penalty Assessment

Fund 550 633 811 $178 281%
Federal Outer Continental Shelf Lands

Act — 3,000 — -3000 —100.0%

We recommend approval of the proposed funding shown in Table 31 for
the following programs, which are not discussed elsewhere in this analysis:
o Small School District Bus Replacement (Item 6100-111-001 (b)) —$3.2
million from the General Fund to provide aid for school districts with
fewer than 2,501 ADA to replace or recondition school buses. This is
the same level of General Fund support as is provided in the current
year. The budget, however, also reflects a $3 million reduction in
federal funds, reflecting a one-time allocation of Outer Continental
Shelf Lands Act funds for bus replacement in 1986-87.
o School Bus Driver Instructor Training Program (Item 6100-001-178)—
$811,000 from the Driver Training Penalty Assessment Fund for a
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program that prepares school bus drivers to instruct classes for other
prospective drivers. This is an increase of $178,000, composed of $150,-
000 and 2 personnel-years to provide two additional field coordinators
to assist districts with the operation of local school bus driver training
programs, plus $28,000 for the accompanying increased pro rata
charge (charges for services provided by the Department of Educa-
tion).

The budget proposal for the home-to-school transportation program is

discussed below.

Home-to-School Transportation (Item 6100-111-001 (a))

We recommend approval.

The home-to-school transportation program provides state reimburse-
ment for the approved transportation costs of local school districts and
county superintendents of schools, up to a specified amount. The program
also funds transportation to and from related student services required by
the individualized education programs of special education pupils.

Under current law, a district’s home-to-school transportation apportion-
ment is determined on the basis of two factors—(1) the district’s total
approved expense and (2) the district’s prior-year allowance. Specifically,
if a district’s total approved expense for the current year is at least 95
percent of its transportation allowance received in the prior year, that
district’s allowance for the current year will be the prior-year allowance
plus the COLA (if any) provided in the Budget Act. If, on the other hand,
a district’s total approved expense drops below 95 percent of its prior-year
allowance, the district will receive an apportionment equal to its actual
prior-year expense, plus the COLA, plus 5 percent. The additional 5 per-
cent is intended to provide an incentive for districts to economize by
allowing them to capture a portion of the savings. v

School Transportation Cost Study Pending. Pursuant to Ch 1440/85,
we have contracted with the firm of Deloitte, Haskins and Sells (DHS)
through an open bid process for a study of home-to-school transportation
costs in California. Based on an analysis of factors that contribute to the
cost of home-to-school transportation in districts with diverse characteris-
tics across the state, DHS will develop and submit recommendations re-
garding the following;:

+ Advantages and disadvantages of school district-operated versus pri-

vate contractor-operated transportation services;

o Advantages and disadvantages of consolidating school district trans-

portation systems; and

o Alternative formulas for allocating state transportation aid.

The study’s final report is due by March 31, 1987. We will report to the
Legislature on the findings and recommendations, as appropriate.

Because the study is to recommend alternative funding formulas that
can be implemented within the current funding level, we recommend
that the Legislature approve the amount requested as budgeted.

B. SCHOOL FACILITIES PROGRAMS
School facilities programs include:

o Construction, reconstruction, modernization or deferred mainte-
nance of school facilities;
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¢ Emergency portable classrooms;:

¢ Incentive payments to districts for the use of year-round schools or
alternatives to the construction of new school facilities;

o The Sch((i)ol Facilities Planning Unit within the Department of Educa-
tion; an

o The School Facﬂltles Asbestos Abatement program (discussed in Item
6350, later in this Analysis;)

Funding for the first two of these activities is provided through statutory
appropriations, while funding for the latter three is included in the annual
Budget Act. The allocation of funds under these programs is determined
by the State Allocation Board (SAB), which includes four members of the
Legislature and one representative -each from the Departments of Fi-
nance, Education, and General Services. -

1. School Facilities Aid

Funding for the construction, reconstruction, modernization or de-
ferred maintenance of school facilities is provided through the following
three major statutory appropriations, each of which is available for ex-
penditure irrespective of fiscal year:

o Proceeds from bond sales. The voters have authorized the state
to raise funds for the construction, reconstruction and modernization
of school facilities by approving the State School Building Lease-Pur-
chase Bond Act of 1984 (Proposition 26) and the Greene-Hughes
School Building Lease-Purchase Bond Law of 1986 (Proposition 53).
The former authorized the sale of $450 million in bonds, of which at
least $250 million is to be used for new construction. These funds have
been fully allocated. Proposition 53 authorized the sale of $800 million
in bonds—$400 million to be available effective December 1,,1986, and
the remaining $400 million to become available on December 1, 1987.
None of these funds have yet been allocated. The SAB, however
estimates that all of the first $400 million w1ll be fully committed by
the end of the current fiscal year.

o Tidelands oil revenues. Current law appropriates $150 million of
these revenues annually in 1987-88 through 1990-91 for the school
construction program. (As discussed below, the Governor proposes to
eliminate the statutorily-required appropriation for 1987-88.)

e General Fund (school district “excess repayments”). - Excess
repayments represent the amount by which school dstriet principal

- and interest payments on State School Building Aid loans exceed debt
service requirements on state school construction bonds. These pay-
ments, which are estimated at $89.2 million in the budget year, are
1n1t1a11y deposited in the General Fund and then transferred to the
State School Deferred Maintenance Fund to be used primarily to fund
school district deferred maintenance projects. Any remaining amount
is used to fund new construction. (As discussed below, the Governor
proposes to revert to the General Fund the $90.3 million in current-
year excess repayment revenues and, instead, fund the current-year
deferred maintenance program from the State School Building Lease-
Purchase Fund.)

Table 32 shows the total amount of revenues authorlzed under current
law for school facilities aid during the prior, current, and budget years, as
well as the revised allocation proposed by the Governor’s Budget. We note
that actual expenditures under the SAB-administered programs in a given
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year may not equal the revenues to the State School Building Lease-
Purchase Fund or the State School Deferred Maintenance Fund because
(1) prior-year reserves may be used to finance project grants, and (2) the
SAB may choose not to allocate all revenues that become available during
any one year. ‘

Table 32

K-12 Education
Revenues Available for School Facilities Aid °
Under Current Law and Governor's Proposed Allocation
1985-86 through 1987-88
{dollars in millions)

Est. Est. Governor’s
Actual Current Law Proposal
1985-86 1986-87 1987-88  1986-87  1987-88

State School Building Lease-Purchase Program
(construction, reconstruction, and mod-

ernization): :
Tidelands oil revenues c— $2350° —°  $1451%d
Greene-Hughes School Building Lease-Pur- .
chase Bond Law of 1986 (Proposition 53) — 400.0 $400.0 400.0 $400.0
State School Building Lease-Purchase Bond
Act of 1984 (Proposition 26) ... $450.0 — — — —
School building aid bonds (Ch 764/84) ....... — - 400 — —
Lease-purchase rental revenues ........o.ccouvevneer 2.1 21 2.2 2.1 2.2
Federal funds © - 28.5 — 285 —
Subtotals, State Building Program .......c... $452.1 $665.6 $442.2 $575.7 $402.2
Deferred Maintenance Program
Tidelands oil revenues — — — $89.9¢ —
General Fund (“excess repayments”) “.......... - $871.3 $89.9 $88.9 — $88.9
Emergency Classroom Program: -
Tidelands oil revenues 75 15.0 15.0 15.0 15.0
Rental revenues. 1.9 20 40 2.0 40
Year-Round School Incentives: .
Tidelands oil revenues — — 15.0 — 15.0
General Fund 3.6 3.6 — 36 —
Asbestos Abatement Program ........ceeseesone — 248¢ — 2488 49"
Child Care Facilities ¢ — 36.5 — 365 —_
Child Care Capital Outlay ©.....cccoouerrrusrerseosecionenns — 73 — 73 —
Air Conditioning — 30.0° 135° 300" . 135°
Totals $552.4 $874.7 $578.6 $784.8 $543.5

*This table illustrates only the revenue sources provided by current statutes. This is not a fund condition
statement and, accordingly, does not include any beginning balances.

b These funds were appropriated but not spent in 1984-85 and 1985-86 and, consequently, have been
carried over to 1986-87.

¢ Although current law provides for a $150 million appropriation, revenue projections for the budget year
indicate that there will be insufficient revenues to support this appropriation.

4 Excludes $89.9 million proposed by the Governor to replace reverted Deferred Maintenance funds.

¢ One-time federal settlement funds received pursuant to Section 8(g) Outer Continental Shelf Lands Act.

f Assumes enactment of Governor’s proposal to revert the statutorily-required General Fund appropria-
tion and, instead, use tidelands oil revenues. ’

£ $19.9 million from the Special Account for Capital Qutlay (SAFCO) and $4.9 million from the General
Fund; the $19.9 million was carried over from prior year appropriations.

?‘ General Fund.

'Federal PVEA (Petroleum Violation Escrow Account) funds pursuant to Ch 1339/86.



Item 6100 K-12 EDUCATION' / 1003

Budget‘ Proposal. The Governor’s Budget proposes to allocate a to-
tal of $543.5 million for school facilities aid during 1987-88 as follows: :

e $400 million from Proposition 53 bonds. Of this amount, the
budget indicates that $200 million will be from funds made available
on December 1, 1986 and $200 million will be from funds made avail-
able on December 1, 1987. (The SAB, however, indicates that there
will be no carryover funds from the December 1, 1986 funds, and that
the $400 million available during 1987-88 will be entirely from funds
that become available on December 1, 1987.)

e $88.9 million from the -General Fund (“excess repayments”).
These funds would be used to finance deferred maintenance projects.

o $4.9 million from the General Fund., This amount would be trans-
ferred to the Asbestos Abatement Fund for apportionment to school
districts during 1987-88. (Although the budget identifies $5 million for
asbestos abatement projects, $100,000 of these funds are proposed to
reimburse the Department of Industrial Relations for site monitoring
of local projects and, consequently, would not be available to local
schools.) , : S

o $19 million from rental income generated from portable/relocatable
classrooms ($4 million} and unexpended tidelands oil revenues ($15
million). These funds would be used to finance the construction
and installation of portable classroom facilities under the Emergency
Classroom program. .

o $15 million from unexpended tidelands oil revenues. These funds
would be used to provide incentive payments to school districts oper-
ating year-round schools because of overcrowding. ‘ :

o $13.5 million from unexpended federal funds. These funds, re-
ceived pursuant to a settlement related to Section 8(g) of the Outer
Continental Shelf Lands Act, wotild be used to purchase and install
air-conditioning and insulation materials in school facilities used for
year-round education programs. v

e $2.2 million from lease-purchase rental revenues. These funds
would be deposited-in the State School Building Lease-Purchase
Fund, to be made available for any of the programs operated under
the State School Building Lease-Purchase program.

The Governor’s Budget does not propose the statutorily-required $150
million appropriation from tidelands oil revenues for use in 1987-88; Con-
trol Section 11.50 of the Budget Bill would repeal this statutorily-required
appropriation for 1987-88. (Our analysis indicates that, given current stat-
utory priorities for the use of tidelands funds, there would be insufficient
revenues from this source to provide any funding for school facilities—
evenin the absence of the proposed control section.) The budget indicates
that the administration will propose legislation to restore these funds
through a bond measure to be placed on the 1988 ballot.

In addition, the Governor’s Budget does not identify $40 million in
revenue available for loans to districts pursuant to Ch 764/84, from unsold
State School Building Aid bonds. Information from the SAB indicates that
these bonds will be sold and the proceeds available during the budget

ear. v ,
Y The budget also proposes to revert to the General Fund the current
year statutory transfer of $90.3 million in excess repayments ($89.9 million
in local assistance and $348,000 for state operations) that would otherwise
be transferred to the State School Deferred Maintenance Fund. The
budget proposes that these reverted funds be replaced with proceeds
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from the State School Building Lease-Purchase Fund, thereby reducing
~the amount of funds available for school building aid by an equivalent
. -amount. We discuss this proposal in greater detail in Item 6350-495, later
in this Analysis.

In sum, th/e net effect of the Governor’s Budget proposal is to reduce

the amount of funding that would be available under current law for
school facilities programs in 1986-87 and 1987-88 by $125 million, through
the following actions:

o Fund the current-year appropriation for deferred maintenance with
$89.9 million in tidelands oil revenues, reducing funds avallable for
school building aid by an equivalent amount '

s Delay the sale of $40 million in School Bulldlng Aid bonds; and

. Provrde an increase of $4.9 million for asbestos abaternent projects.

a. State School Building Lease-Purchase Program

Through the State School Building Lease-Purchase program, the SAB
apportions funds to local school districts for (1) acquisition and develop-
ment of school sites, (2) construction, reconstruction or modernization of
school buildings, and (3) purchase of equipment for newly-constructed
‘buildings.

Rental Agreement. = School districts “rent” newly-constructed, recon-
structed, or modernized facilities from the state under a long-term, lease-
purchase agreement that transfers title to the facility from the state to the
district within 40 years. In most cases, rent is paid to the state at the rate
of $1 per year, plus (1) specified revenues from the sale of surplus school
sites, and (2) any interest earned on state funds deposited in the county
school lease-purchase fund on behalf of the district. Because this rental
amount usually is nominal in comparison to the amount of state aid pro-
vided, the state is essentially providing a grant to the districts for school
construction, reconstruction, or modernization.

Revenve Raising Authority Restored to School Districts -

Prior to the pasage of Proposition 13 in 1978, school districts financed the
construction of school facilities either by issuing local school construction
bonds, or by obtaining a loan from the state-under the State School Build-
ing Aid Program. In either case, district voters first had to approve the
borrowing by a two-thirds vote. Funds borrowed by a district were repaid
using property tax revenues. In order to provide adequate security for the

“bonds’ or loans, the district- borrower found it necessary to levy an addi-
‘tional property tax.

Proposition 13 elimminated the ability of local school districts to impose
special property taxes of the type previously used to pay off indebtedness.
In response, the Legislature revised the State School Building Lease-Pur-
chase Act so that the state no longer provides loans to school districts;
instead, as described above, it essentially provides school districts with a
grant to construct, reconstruct, or modernize a school facility.

* Proposition 46 on the June 1986 ballot, however, restored to school
districts the ability to issue school construction bonds and levy a temporary

property tax increase—again subject to a'two-thirds voter approval—in .

order to finance school facilities. The restoration of this authority has the
potential of providing districts with the ability to raise needed revenues
locally for school facilities and thereby reduce the need for the state to
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provide these funds. At the time this analysis was written, two districts had
attempted to pass local school construction bonds subject to the new
authority; both succeeded. Three more districts will be presenting such
proposals for voter approval in March 1987.

Recent Legisiation

During the 1985-86 Session, the Legislature enacted SB 327 (Ch 886/86)
and AB 2926 (Ch 887/86), which expanded the eligibility criteria and
imposed a local matching fund requirement for school districts electing to
participate in the State School Building Lease-Purchase program. Specifi-
cally, these measures (along with two clean-up measures) made the fol-
lowing major changes to existing law:

e Eligibility. FEstablished as an alternative to an existing process, a
simplified and more generous method of determining a district’s eligi-
bility for state aid including increasing square footage allotments by
approximately 10 percent, and providing alternative enrollment pro-
jection periods. ' ;

o Match. Required districts to provide a variable local matching
contribution based on a complex calculation related to a maximum
level of revenue that could be generated if the district imposed a
developer fee, as specified. v

o Developer Fee. Authorized school districts to impose developer
fees, subject to specified limitations, on residential and commercial/
industrial construction (under previous law, only. cities and counties
had such authority), and prohibited cities and. counties from issuing
a building permit absent certification from the district that any re-
quired developer fee had been paid.

e Year-Round School Incentive Payments. Provided an allocation of
up to $125 per unit of average daily attendance (ADA) in schools
operated year-round because of overcrowding. Current law also pro-
vides for an allocation of $25 per ADA in such districts—thereby
bringing the maximum amount of incentive payments available to
eligible districts to $150 per ADA.

o Tidelands Oil Revenues. FExtended for two additional years (from
1988-89 to 1990-91), the $150 million annual appropriation of tide-
lands oil revenues to the State School Building Lease-Purchase Fund.
(The Governor’s Budget, however, proposes to eliminate the $150
million appropriation for 1987-88.)

Evaluation of Facilities Aid Administration. One of these measures
(Ch 886/86) appropriated $150,000 from the State School Building Lease-
Purchase Fund for the Office of the Legislative Analyst, in consultation
with the Office of Local Assistance and the State Department of Educa-
tion, to contract for an independent evaluation to “study and.develop
recommendations to simplify and shorten the time to complete the ad-
ministrative processes related to state funding for school facilities.”

In response to this directive, we convened a 14-member advisory com-
mittee, composed of legislative and departmental staff familiar with the
school facilities aid program and, through a competitive bid process,
awarded the contract to the firm of Price Waterhouse. The project is
currently underway. We anticipate that the final report will be concluded
by the statutory deadline of January 10, 1988.
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b. Deferred Maintenance

The State Allocation Board apportions funds from the Deferred Mainte-
nance Fund on a dollar-for-dollar matching basis to school districts for
local deferred maintenance projects. The maximum amount of this appor-
tionment is limited to an amount equal to 1 percent of a district’s total local
general fund budget (excluding capital outlay).

Funding for the Deferred Maintenance Fund is provided from the
General Fund, based on the amount by which school district payments on
State School Building Aid loans exceed the amount needed to service state
school construction bonds issued under that program.

The budget indicates that, in 1987-88, these “excess repayments” will
total $89.2 million. The budget proposes ‘that the entire amount be trans-
ferred to the State School Deferred Maintenance Fund and that the bulk
of it ($88.9 million) be used as matching funds for local deferred mainte-
nance projects. The remainder ($300,000) would be used to finance state
administrative costs.

The budget also proposes that the current-year transfer of excess repay-
ments revert to the General Fund and that current-year deferred mainte-
nance projects instead be financed with proceeds from the State School
Building Lease-Purchase Fund. ThlS proposal is discussed later in this
Analys1s in Item 6350-495.

¢. Emergency Classrooms

Through the Emergency Classroom program, the State - Allocation
Board (SAB) allocates funds for the acquisition and installation of relocata-
ble classroom facilities, including furnishings, to be rented to districts with
overcrowded schools. The SAB estimates that it will have approximately
2,000 of these classrooms available for rental at the close of the current
year. The classrooms may be relocated to another school site when they
are no longer needed because of declining enrollments or the availability
of new facilities. Districts rent these portable classrooms, on a year-to-year
basis (districts already renting such classrooms must requalify each year),
at an annual cost of $2,000 per building. Rental income, which will total
approximately $4 million in 1987-88, is used by the SAB for the construc-
tion and installation of additional emergency classrooms.

In addition to the rental income, recently enacted legislation (Ch 887/
86) authorizes the SAB to allocate up to $15 million from other available
resources for the purchase of portable classrooms. In accordance with this
authority, the budget proposes that $15 million from the State School
Building Lease-Purchase Fund be transferred to the State School Building
Aid Fund for the Emergency Classroom program in 1987-88, bringing
total available funding for this program to $19 million in the budget year.
It currently costs approximately $38,000 to construct and install each class-
room. Based on this cost, funds proposed for the budget year will be
sufficient to purchase and install on-site approximately 500 classrooms.

Backlog and Time Lag Reduce Program Effectiveness

We recommend the enactment of urgency legislation to increase from
$15 million to $35 million the State Allocation Board’s maximum authority
to allocate funding resources for this program.

As of December 30, 1986, the Board had on file approved requests for
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approximately 460 classrooms in excess of the number that can be pro-
vided with funding available in the current year. Of these, 47 were re-
quested in 1985-86 for delivery by September 1986; the remaining 413
were requested during the current year for delivery by September 1987.
In addition, the office of Local Assistance (OLA) indicates that approved
requests for emergency classrooms are growing by approximately 25 per
week. At this rate, the $19 million in proposed funding for 1987-88 will
have been fully exhausted by current-year requests made through the end
of January 1987, leaving districts which submit applications after this date
}o virait, at the earliest, until the 1988-89 school year for delivery of these
acilities.

In our Analysis of the 1986-87 Budget Bill, we discussed the failure of
OLA and the Department of General Services (DGS) to issue the pur-
chase orders for these classrooms expeditiously; however, our recent re-
view of the program indicates that these delays have largely been
eliminated. Nonetheless, it currently takes between four and seven
months from the time a purchase order is issued by DGS until classrooms
are delivered and installed on-site. As a result, if classrooms are purchased
in July 1987 with funds authorized in the 1987 Budget Act, they will not
be delivered to school sites until approximately February 1988, or 5
months after the school year has commenced. :

Our analysis indicates that the Emergency Classroom program can po-
tentially provide a quick and cost-effective solution to overcrowding in
schools. We see no justification, therefore, for limiting the SAB’s funding
authority to a level that results, at best, in districts having to wait between
2-and 5 months after the beginning of the school year for delivery of the
needed classrooms (other districts will have to wait until 2 to 5 months
after the commencement of the subsequent school year).

We estimate that a total of $41 million is needed in the current year, in
order to eliminate the existing backlog and fully fund all anticipated re-
quests for emergency classrooms through the remainder of 1986-87. The
total level of funding authority currently available to the SAB, however,
totals only $17 million: $2 million from rental revenues and a statutory
maximum of $15 million from “any funds available to the board”—which
generally means tidelands oil revenues. To the extent that the SAB uses
tidelands oil revenues to purchase emergency classrooms, the availability
of these revenues for other school facility needs will be reduced.

Our analysis indicates that, if the Legislature were to raise the SAB’s
maximum annual funding authority (from nonrental sources) from $15
million to a:-new level of $35 million, the board would have sufficient
authority to (1) fully fund all approved requests for emergency classrooms
that had been received through January 1987 and (2) fund $9 million of
the :$15 million in anticipated additional eligible requests that will be
received through the end of the currént year. The board could then fund
the remaining $6 million in requests in 1987-88, leaving approximately $33
million ($4 million in rental revenues and $29 million in funding authority
from other available revenues) available to fund any additional requests
that might be received during the budget year.

Recommendation. Accordingly, we recommend: the enactment of
urgency legislation authorizing the board to allocate, from any school
facilities aid funds available, up to $35 million annually for the purchase
of emergency classrooms. Such increased spending authority would pro-
vide the board with (1) the flexibility to allocate an appropriate level of
funding for this program and (2) the ability to provide these classrooms
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at the beginning of the school year, when they have been requested and
are needed by school districts.

2. Year-Round School Incentives/Alternatives to School Construction
- (ltem 6100-224-344)

In 1987-88, school districts that accommodate overcrowding through
the use of year-round schools may be entitled to receive incentive funds
through two state programs: the “SB 813” program and the “SB 327~
program. These programs provide eligible districts with additional gen-
eral purpose aid, which may be spent for any purpose the district chooses.
Both programs also allow school districts to remain “in line” for state
school construction aid to accommodate these pupils, while receiving the
incentive funds. (A third program, established by Ch 684/83, also provides
incentives for districts using alternatives to school construction; however,
this program expires on January 1, 1988 and no districts have ever applied
1for funding under its provisions.) A description of the two programs fol-
OWsS:

e Senate Bill 813 (Ch 498/83). SB 813 authorizes a flat rate pay-
ment of $25 per pupil, for every pupil in a school which is operated
on a year-round basis because of overcrowding. The payments are not
available to districts that use means other than year-round operations
to relieve overcrowding (such as running double sessions).

o Senate Bill 327 (Ch 886/86). SB 327 authorizes a payment of up
to $125 (adjusted annually for inflation) for every pupil in a school
which is operated on a year-round basis because of overcrowding, in
addition to the $25 payment provided by SB 813. The exact per-pupil
amount a district may receive is based on a complicated formula
which considers both (1) the amount it would have cost the state to
acquire a site and construct a new school of sufficient size to house the
students accommodated through year-round operations and (2) the

extent to which the district succeeds in increasing available capacity

to a target level of 15 percent.

Budget Proposal. The budget proposes $15 million from the State
School Building Lease-Purchase Fund for incentive payments to school
districts under these programs in 1987-88. This is an increase of $11.4
million—or 312 percent—over the current-year funding level. This in-
crease is primarily due to additional costs associated with the new SB 327
payment. In the current year, support for these incentive payments is
%)‘rov(ided from the General Fund, rather than from the Lease-Purchase

und.

The Budget Bill also includes language which: (1) provides that a dis-
trict may receive either (a) the Chapter 684 payment or (b) the SB 813
and SB 327 payments, but not both; (2) limits the amount of incentive
payment which may be claimed by districts receiving state reimburse-
ment for the costs of operating year-round schools pursuant to a court-
ordered or voluntary desegration program; and (3) revises both substan-
tively and technically the formula for determining the level of payment
a school district can receive under the SB 327 program.
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Incentive Payments Exceed “Savings” to State Taxpayers

We recommend that the Legislature amend proposed Budget Bill Ian-
guage relative to the SB 327 year-round school program to (1) reduce the
amount of incentive payment provided to school districts, because the
payment level specified would exceed the costs avoided by the state and
(2) clarify that funds are only for the payment of incentives earned based
on eligibility during 1987-88. Consistent with this recommendation, we
further recommend that the $15 million proposed for year-round school
incentive payments from the State School Building Lease-Purchase Fund
be reduced by $8 million. (Amend Provision 4 of Item 6100-224-344 and
reduce Item 6100-224-344 by $8,000,000.)

The additional incentive payments available under the SB 327 pro
are intended to be provided at a level such that both the state an the
affected school districts share in the “savings” resulting from avoiding the
costs of constructing a new school. As mentioned, the incentive funds are
provided under a complicated formula that prov1des districts an incentive
to increase attendance in year-round schools to at least 15 percent in
excess of these schools’ existing capacity under a traditional academic
calendar.

Under the terms of the law, districts meeting this target may annually
receive incentive funding equal to 10 percent of the amount it would cost
the state (in total, excluding interest costs) to purchase a site and construct
a school of sufficient size to serve the excess students accommodated
through year-round education. The total amount of funding provided to
a district under this program is reduced proportionately if the district fails
to meet the target level of 15 percent excess capacity accommodated and
increased proportionately if it exceeds this level.

Because this incentive amount is recalculated annually, based on the
prevailing cost of construction and land acquisition, the amount of the

incentive funds provided keeps pace with inflationary increases in these
costs. The law provides, however, that in no case shall the total amount
of the incentive payment per ADA attending the eligible year-round
schools exceed $125, increased annually for 1nﬂat10n based on a specified
cost of construction index.

Governor’s Proposed Formula. The Governor proposes the adoption
of Budget Bill language specifying the formula by Wthlll) the amount of the
incentive payments under the SB 327 program would be calculated. This
language is nearly identical to the existing formula with one significant
exception—the Governor’s proposal would reduce from 10 percent to 7
percent the amount of the state’s total “savings” (from not building a
facility) that is shared annually with eligible districts.

Based on current participation levels in the SB 813 incentive payment
program, we estimate the additional cost of the SB 327 program—under
the Governor’s proposal—to be approximately $20 million in 1987-88. Ta-
ble 33 shows our cost estimates for the SB 813 program and our projected
costs under the new SB 327 program.

Table 33 indicates that the combined state cost of providing incentive
payments to local districts operating year-round schools because of over-
crowding will be over $24 million in 1987-88. To the extent that participa-
tion levels and/or the costs of land and construction increase, the annual
cost of providing these incentive payments will also increase.




{ _ , _ _ _ Table 33

Totals . . . $4,323,775 $19,894,340 $24,218,115 100.0%

3 As modified by Governor’s proposal to reduce the sharing ratio from 10 percent to 7 percent. Except for Los Angeles, costs are based on the statewide average
cost of this payment per eligible ADA under the Governor’s proposal ($80). Due to its exceptionally high cost of land, Los Angeles is expected to receive the
maximum payment ($125).

, , ‘ o =
"Estimated Costs of Year-Round School 5 2
Incentive Payments Under Governor's Proposal * ; ~
. ’ ] (SB 813 and SB 327 Programs) -
| L : o 1987-88 2 7
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Oxnard Elementary , . Ventura 276975 . 886320 1,163,295 8 B
Rialto Unified * San Bernardino 93,075 297,840 390,915 1.6 6
Santa Ana Unified Orange 283,875 908,400 1,192,275 49 2
0
)
3
=
3
c
o
-9

0019 Wa3]



Item 6100 K-12 EDUCATION / 1011

As the table shows, only seven of the state’s 1,028 school districts current-
ly participate in the SB 813 program. Under the Governor’s proposed
reimbursement formula for SB 327, we estimate that one school district—
Los Angeles Unified would generate eligibility for approximately 85 per-
cent of the total amount of year-round school incentive funds. To the
extent that participation in the program were to increase, of course, the
district’s relative share of total statewide entitlements would be reduced.

Our review of the Governor’s proposed formula indicates that although
it would reduce the amount of incentive payment for this program from
the level provided under current law, the formula would still provide
excessively high payments that would, in many cases, exceed the costs of
acquiring a new facility. In addition, the language would allow the 1987-88
appropriation to be used for the payment of incentives earned based on
the operation of year-round schools during 1986-87, leaving no funds avail-
able for budget-year claims.

EXxcessive Funding Rate. We support the concept of providing in-
centive payments to encourage school districts to operate year-round edu-
cation programs. By encouraging school districts to use existing facilities

more intensively, the state avoids the costs of having to construct new

facilities. As a result, limited state resources for school facilities may be
used to meet more districts’ needs. Ultimately, the state’s taxpayers-bene-
fit from a reduction in the total level of funding requirements for state
school facilities.
The determination of how much of the “savings” from avoiding con-
struction should be shared with districts operating year-round schools is
essentially a policy decision. Providing districts with an amount equal to
one-half of the annual costs avoided by the state would strike a reasonable
balance between (1) providing districts sufficient compensation to en-
courage their participation in the program and (2) enabling the state to
use the “savings” to assist other districts with their school construction
needs. Whatever the sharing ratio, however, we can find no analytical
basis for providing school districts with incentive payments that would
exceed the costs to taxpayers of building a new school.
Our analysis indicates that the Governor’s proposal would provide a
level of payment to school districts that would exceed the costs of con-
structing a new facility. Table 34 presents the data we used to derive this
conclusion.
The table compares, for a hypothetical school district, the costs of con-
structing a new school facility (financed over a 20-year period) to the costs
of providing an incentive payment to districts under the following alterna-
tives:
o Alternative 1 (Governor’s Proposal). The school district receives
- incentive payments through the SB 327 program (with the Gover-
nor’s proposed formula changes), plus the additional SB 813 payment
of $25 per pupil. ,

o Alternative 2. 'The school district receives 50 percent of the state
“savings,” through the SB 327 program, plus the additional SB 813
payment of $25 per pupil.

o Alternative 3 (Legislative Analyst’s Proposal). The school district:

receives the greater of: (1) 50 percent of the state “savings,” through
the SB 327 program or (2) the SB 813 payment of $25 per pupil.




Table 34

Costs of Building a New School
Compared to Costs of Providing Specified Year-Round Incentive.Payments: For a Hypothetlcal School District

(total dollars in thousands)
TAXPAYER COST OF INCENTIVES FOR YEAR-ROUND OPERATION

. ’ : Alternative 1 " Alternative 2 . Alternative 3
TAXPAYER COST _ (Governor’s Budget) '~ (LAO Recommendation)
OF SCHOOL FACILITY* (7% Sharing Ratio + $25) (2.5% Sharing Ratio + $25) (25% Sharing Ratio)
' Per Total Per Total - Per Total Per Total i
Year ‘ Pupil Cost ~ PDV®  Pupil ~Cost ~ PDV® Pupil  Cost  PDV® . Pupil  Cost  PDV®
1 $161.09 $3,705 $3,491 $113.88 - $2,619 $2,531  $56.74 $1,305 $1,261  $31.74 $730 8705
2 157.00 3.611 3,176 11833 2,721 2,455 5833 . 1342 1,210 33.33 767 - 691
3 15291 3,517 2,887 122.99 2,829 2,382 60.00 1,380 1,162..  35.00 805 | 678
4 148.83 3,423 2,622 127.89 . 2,941 ‘2,312 61.75. -1,420 1,116. 36.75 845 664
5 144.76 3,329 2,380 133.04 3,060 2,945 6358 - 1462 1,073 3858 - 887 651
6. 140.69 3,236 2,159, 138.44 3,184 2,181 65.51 1,507 1,032 40.51 : 932 638
7 136.63 3,142 1,956 144.11 3315 - 2,119 6754 - 1553 993 42.54 978 626
8 13257 3,049 1,772 150.06 3451 © 2,060 69.67 1,602 956 .  44.67 1,027 613
9 128.52 2,956 - 1,603 - 156.32 3,595 2,003 71.90 1,654 921: 46.90 1,079 601
10 124.47 2,863 1448 162.88 3,746 1,949 74.24 1,708 " 888 4924 1,133 589
11 120.43 2,770 1,308 169.78 3905 - 1,896 76.71 1,764 857 51.71 1,189 577
12 116.40 2,677 ©L179 177.02 4071 .- 1846 7929 1,824 827 54.29: 1,249 566
13 112.37 2,584 1,062 184.62 - 4246 1,797 82.01 1,886 798 57.01 1,311 555
14 - 108.34 2,492 956 192.60 4,430 1,750 84.86 1,952 771 59.86 1377 544
15 : 104.33 2,400 859 - 200.98 4,623 1,705 8785 - 2021 745 62.85 1,446 533
16 100.32 2,307 770 209.78 4,825 1,661 90.99 2,003 720 65.99 1,518 522
17 96.31 2,215 690 219.02 - 5,037 1,619 94,29 2,169 697 69.29 1,594 512
18 : 9232 2193 817 . 22872 5260 1578 9176 2248 674 7276 1,673 502
19 . e 88.33 2,032 551 238.90 5495 1539 10139 2,332 653 76.39 1,757 492
20 84.35 1,940 490 249.60 - 5,741 1,501  105.21 2,420 633 8021 1,845 482
$56,372  $31,976 $79,096 $39,126 $35,641 ©  $17,988 $24,141 . $11,743
LESS Value of: : :
Facility $14,020 $3,541 —_ — — — —_ —_
Land 19,900 5,026 — — L — - —
NET TOTAL COST ........... s $22453 $23,408 $79096  $39,196 $35641  $17988 so4l41  SILT43

* Assumes: (1) a per-pupil construction cost of $7,000 and land cost of $2,500; (2) a facxhty depreciation rate of 2 percent, and a land appremahon rate of 5 percent;
(3) a 7 percent interest rate; (4) 23,000 pupils attending ehglble year-round schools where 15 percent excess capacity is accommodated; and (5) a 5 percent
annual increase in construction costs.

b pPresent discounted value at 7 percent.
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In constructing the table, we have made the following assumptions:

23,000 pupils attend eligible year-round schools in the hypothetical
district, and these schools are accommodating the target level of 15
percent excess capacity.

o Constructing a new school to house the 3,000 “excess” pupils costs
$28.5 million: $7.5 million for the site and $21 million for the facility.

o The value of the facility depreciates 2 percent annually over a 20-year
period, and the value of the land appreciates 5 percent annually over
this same period.

o Construction costs increase by 5 percent annually.

o State school construction bonds are sold at a 7 percent interest rate.

Table 34 indicates that, under the Governor’s proposal (Alternative 1),
the state’s taxpayers would pay a total of $79 million in combined SB 813
and SB 327 incentive payments, over the 20-year period that a facility is
typically financed, for a facility that would have cost approximately $56
million (in principal and interest payments on bonds) to construct. The
table further shows that, if we subtract out the value of the site and facility
at the end of this period and express costs in terms of their “present
discounted value,” tﬁe state would pay $39.1 million in incentive payments
to avoid only $23.4 million in costs to provide a new facility. (A “present
discounted value” calculation expresses future costs in terms of their
equivalent value at the present, by taking into account the interest rate
at which funds may be borrowed—in this case, a 7 percent “discount rate”
is assumed.) _

Alternative 2 displays the costs of equally sharing the state’s “avoided
costs” while also providing the $25 flat rate SB 813 payment. Our analysis
indicates that annually sharing 2.5 percent of the total cost avoided, rather
than the 7 percent factor proposed by the Governor, best approximates
an equal sharing of the “savings” between the state and the school district.
The table shows that using a 2.5 percent factor, while also providing the
$25 flat rate payment would result, in present discounted value, in the
state providing $18.0 million in incentive payments to avoid net costs of°
$23.4 million to provide a new school facility.

Under Alternative 3, the school district would receive the greater of the
SB 327 incentive payment (calculated using the same 2.5 percent factor
noted above), or the $25 SB 813 payment. The table shows that, under this
alternative, the state would provide a total of $11.7 million in incentives
to avoid net costs of $23.4 million which results in a 50:50 sharing of the
avoided costs.

Recommendation. A 50:50 sharing ratio strikes a reasonable balance
between (1) providing districts sufficient compensation to encourage
their participation in the program and (2) enabling the state to use the
“savings” to assist other districts with their school construction needs. We
therefore recommend that districts operating year-round schools because
of overcrowding be entitled to receive the greater of: (1) the SB 813
incentive payment of $25 per pupil, or (2) the SB 327 payment, calculated
annually based on 2.5 percent—rather than 7 percent—of the state’s total
avoided costs.

We estimate that adoption of this recommendation would result in
program costs of approximately $7 million in 1987-88, for a savings of $8
million from the level of support provided in the Governor’s Budget. The
$8 million that is not needed for year-round school incentive payments
would be available either to assist other school districts that are eligible for
state school facilities aid, or to be used for other priorities.
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Extended Eligibility Period. -As mentioned, the Governor’s Budget
proposes a $15 million appropriation from the State School Building Lease-
Purchase Fund to finance the costs of providing incentive payments under
the SB 813 and SB 327 programs. Because this appropriation is made
available without regard to fiscal year, our analysis indicates that funds
provided in the budget year could be used to pay for incentive payments
requested in 1986-87.

In enacting the SB 327 program, the Legislature specifically provided
no funding support in the legislation, with the understanding that the
Governor’s Budget would provide support for these new incentive pay-
ments beginning in 1987-88. The Office of Local Assistance indicates,
however, that it anticipates processing and funding current year requests
for SB 327 incentive payments. Our analysis indicates that funding the SB
327 incentive program for the current year alone would cost approximate-
ly $19.9 million—or $4.9 million more than the Governor is proposing for
the budget year. (The costs of the SB 813 program in the current year will
be approximately $4.3 million, bringing the total cost of providing year-
round school incentive payments in 1986-87 to $24.2 million.) As a result,
all of the $15 million proposed for the budget year would be used to fund
current-year requests, leaving no funds available to fund budget-year re-
quests. We do not believe that this was the Legislature’s intent.

Therefore, in order to ensure that funds appropriated for year-round
school incentives will be used only to fund entitlements earned during the
budget year, we recommend that the proposed Budget Bill language be
amended to limit the provision of the SB 327 payment to claims made
based on eligibility in 1987-88.

Recommendation Summary. In order to provide a reasonable incen-
tive payment that more evenly shares “savings” between the state and
eligible districts operating year-round schools, and to ensure that the
budget year funding is available only for entitlements earned during 1987-
88, we recommend that the Legisiature (1) reduce the amount of funding
provided for this program by $8 million and (2) amend Provision 4 of Item
6100-224-344 as follows:

1. Delete the initial paragraph and replace with the following: “Not-
withstanding subdivision (b) of Section 42250.3 of the Education
Code, a school district that meets all the criteria described in subdivi-
sion (a) of Section 42250.3 shall receive based only on year-round
school operations during 1987-88, the greater of the amount calculat-
ed pursuant to Section 42250.3 or the amount calculated as follows:”

2. In subsection (e), change the reference to paragraph “(a)” to para-
graph “(d)”.

3. In subsection (g), change “.07” to “.025”.”
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Alternative Financing Handbook Outdated

We recommend that the Legislature adopt supplemental report lan-
guage directing the Office of Local Assistance in the Department of Gen-
eral Services to publish a revised version of the State Allocation Board
“gltemative Financing Handbook,” because the current version is outdat-
ed, :

The Supplemental Report of the 1983 Budget Act required the Depart-
ment of General Services to develop and publish a handbook detailing
options available to school districts for (1) getting the maximum use out
of existing school facilities and (2) financing the costs of school construc-
tion projects. The department complied with this language and published
the required handbook in December of 1983. :

The iiandbook is intended to provide a better understanding of options
available for alleviating overcrowding in school facilities, and identifying
financing alternatives available at the local level. School districts are re-
quired (1) to consider the options outlined in the handbook prior to
applying for state school construction funds and (2) to indicate on each
application for such funds why none of the various options outlined in the
handbook are suitable alternatives.

Our review indicates that this handbook can serve an important role in
assisting districts to determine viable financing options, while at the same
time promoting the highest and best use of existing state school construc-
tion funds. This handbook, however, has not been updated since its initial
publication in 1983. Since that time, there have been several significant
changes in the financing options available to school districts, including (1)
the restoration of the authority to issue general obligation bonds, (2) the
authority to levy limited developer fees, and (3) an increase in the level
of financial incentives provided to districts that operate year-round
schools to accommodate overcrowding (all of these changes are discussed
in greater detail elsewhere in this analysis). For these reasons, we recom-
mend that the Legislature (1) direct the Office of Local Assistance to
update and re-issue the alternative financing handbook, and (2) adopt the
following supplemental report language in Item 6100-224-344:

“The Office of Local Assistance shall revise and re-issue by December
1987, the Alternative Financing Handbook, detailing the current op-
tions available to school districts for: (1) getting the maximum use out
of existing school facilities, and (2) financing the costs of school con-
struction, reconstruction and modernization projects. This handbook
shall be revised and republished as necessary to correctly portray cur-
rent financing options available to school districts.”

3. Department of Education—School Facilities Planning Unit
(ltem 6100-001-344)

We recommend approval.

The budget includes $1.1 million from the State School Building Lease-
Purchase Fund for support of the School Facilities Planning Unit (SFPU)
in the Department of Education. This is an increase of $375,000, or 52
percent, above estimated 1986-87 state expenditures for this purpose. This
increase reflects (1) funding support for three additional two-year lim-
ited-term positions, and (2) up to $100,000 for consultant services for the
purpose of assisting the SFPU in reviewing and approving school sites and

33—75444
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plans. The budget also includes proposed Budget Bill language requiring
the Department of Education to report quarterly to the Office of Local
Assistance on the activities supported by this appropriation.

Our analysis indicates that the amount proposecF in the budget is needed
to support the ongoing responsibilities of the SFPU.

C. CHILD NUTRITION

The department’s Office of Child Nutrition Services administers the
State Child Nutrition and Pregnant/Lactating Minor Child programs and
also supervises the federally-funded National School Lunch and Breakfast
programs and the Child Care Food program. These programs assist
schools in providing nutritious meals to pupils, with emphasis on providing
free or reduced-price meals to children from low-income households.

Funding for Child Nutrition Programs. Table 35 summarizes fund-
ing for child nutrition programs in the prior, current and budget years.

Table 35
K-12 Education
Funding for Child Nutrition Programs
1985-86 through 1987-88
(dollars in thousands)

Change
Actual Est. Prop. From 1986-87
1985-86 1986-87 1987-88 Amount  Percent
State Operations: .
General Fund .......ccoo..... . $1591 $1,520 $1,521* $1 0.1%
Federal funds .......coovve... 6,090 6,649 6,707 58 09
Subtotals ......corerrennens $7,681 $8,169 $8,228 $59 0.7%
Local Assistance:
General Fund ... $31,315 $38,592 $38,592 — —
Federal funds ........cccnne.. 400,418 426,420 426,420 = =
Subtotals .....cc..urseersneee $431,733 $465,012 $465,012 — —
Totals ....oooreerrenrerssrrsaenns $439,414 $473,181 $473,240 $59 -_

2 Does not reflect the impact, if any, of the Governor’s proposed 1 percent reduction.

The table shows that child nutrition programs are supported primarily
by federal funds. The budget proposes an increase of $59,000—or 0.7 per-
cent—for state operations, and the same amount for local assistance as is
proi/ided in the current year. These changes are explained later in this
analysis.

We recommend approval of the proposed funding for the following two
programs, which are not discusse(f elsewhere in this analysis.

o Nuirition Education and Training Projects (NETP) (Item 6100-021-
001)—$574,000 from the General Fund for grants to local educational
agencies and child care agencies to implement nutrition education
programs for the classroom. The program also provides nutrition edu-
cation for food service personnel. The level of funding proposed for
the budget year is $6,000 less than the level of support provided in the
current year as a result of the Governor’s 1 percent General Fund
Special Adjustment.

o Federal Child Nutrition Programs (Item 6100-210-890)—$433.1 mil-
lion from the Federal Trust Fund ($6.7 million for state operations,
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and $426.4 million in local assistance) to dprovide nutrition subsidies to
Farticipating schools and eligible child care institutions under the
ollowing four programs: (1) National School Lunch, (2) School
Breakfast, (3) Special Milk, and (4) Child Care Food. This amount
represents a 1 percent increase in state operations funding, and main-
tains the level of funding provided in the current year for local assist-
ance. . , .

State Child Nutrition and Pregnant/Lactating Minor Child Programs (ltem
6100-201-001).

We withhold recommendation on $39,335,000 requested from the Gen-
eral Fund for the State Child Nutrition and Pregnant/Lactating Minor
Child programs, pending receipt of additional information on the project-
ed number of meals aud nutrition supplements to be served.

The State Child Nutrition program provides a basic subsidy from the
General Fund for each meal served by public schools, private not-for-
profit schools, and child care centers to pupils from low-income
households eligible for free and “reduced-price” meals. The Pregnant/
Lactating Minor Child program provides a fixed-rate reimbursement to
participating school food authorities for daily nutrition supplements
served to pregnant or lactating students.

Nutrition. The budget requests $39 million for the State Child Nu-
trition subsidy in 1987-88. This represents a 2 percent increase over the

current-year funding level. This amount (1) is sufficient to provide a_
subsidy for the same number of meals served in 1987-88 as in the current

year, and (2) funds 6 months of the 3.9 percent statutory COLA, which
is based on the “food away from home” component of the Consumer Price
Index for San Francisco and Los Angeles.

Pregnant Minors. The budget requests $300,000 to reimburse par-

ticipating schools for providing nutrition supplements to pregnant and

lactating minors. Thisis a2 percent increase over the current-year funding
level, and represents half-year funding of the statutory COLA.

Better Data Needed. The Department of Education indicates that
additional information on the number of meals and nutrition supplements
served during the current year will be available in May 1987. This informa-
tion will provide a better basis for estimating the number of eligible meals
and nutrition supplements that will be served in 1987-88. We will review
this information and report during the budget hearings on its implications
for these two nutrition programs. ’

Technical Error in COLA Budget Bill Language

We recommend that Budget Bill language in the COLA item be
amended to ensure the proper calculation of base level funding for the
Child Nutrition program in 1988-89. (Delete Provision 4 of Item 6100-226-
001 and adopt corresponding Budget Bill language.)

The Governor’s Budget proposes to provide the statutory COLA for the
State Child Nutrition and Pregnant/Lactating programs for a half year
only. In effect, the program will receive only half of the COLA funding
required under current law. The Department of Finance indicates,
however, that it will adjust the program’s base funding for the 1988-89
fiscal year (which will be used to determine its 1988-89 COLA) to reflect
a full-year COLA in 1987-88. This adjustment would ensure that the
proposed reduction of the COLA is a temporary measure and that its
effects would not be carried forward into future years.
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Our review of the Budget Bill language to implement this adjustment
indicates that the language is flawed and would probably result in the
program base being increased for only half the 1987-88 statutory COLA.
In other words, the base funding in 1988-89 would include only tﬁe actual
amount of COLA funding received in 1987-88. In order to correct this
error, we recommend that the Legislature delete the existing provision
and replace it with the following Budget Bill language:

“Notwithstanding any other provision of law, the inflation adjustment

calculation pursuant to Section 49536 of the Education Code is deemed

to be 3.85 percent for the 1987-88 fiscal year, with an effective date of

January 1, 1988.”

lll. NON-K-12 EDUCATION PROGRAMS

This section analyzes those programs administered by the Department
of Education which are not a part of the K-12 education system. These
include Child Development, Adult Education, and the Office of Food
Distribution.

A. CHILD DEVELOPMENT PROGRAMS (ltems 6100-196-001, 6100-196-890,
and 6100-001-862) :

The Child Development Division (CDD) within SDE administers a
variety of subsidized child care and educational programs which are tar-
geted to low-income families and those with special needs. The major
goals of these programs are to (1) enhance the physical, emotional, and
developmental growth of participating children, (2) assist families to
become self-sufficient by enabling parents to work or receive employment
training, and (3) refer families in need of medical, family support, or child
care services to appropriate agencies.

Funding. Table 36 summarizes funding in the prior, current, and
budget years for child development programs. For 1987-88, the budget
proposes a total funding level of $319.5 million for child development local
assistance—a reduction of $3.7 million, or 1.1 percent, from estimated
current-year expenditures. It also requests $4.9 million for state operations
—a reduction of $169,000, or 3.3 percent. The changes primarily reflect:

e A decrease of $3.7 million in local assistance and a decrease of $276,000

in state operations related to various programs which will terminate
in the current year; and

¢ An increase of $159,000 for state administration related to processing

child care capital outlay applications.

Table 36
K-12 Education
Child Development Programs
Expenditures and Funding
1985-86 through 1987-88
{dollars in thousands)

Change from
Actual Est. Prop. 1986-87
1985-86 1986-87 1987-88  Amount  Percent
State Operations:
State Preschool........ooiiericnnecnnsenrinnns $367 $438 $438¢ — —
Child Care - 4985 4,651 4482° —$169 —3.6%

Subtotals, State Operations .............. $4,652 $5,089 $4,920 —$169 —-3.3%
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Local Assistance:

State Preschool..... e $35,125 $35,817 $35,817 — —
Preschool Scholarship Incentive Pro-
gram (231) (276) (276) - —
General Child Care.......ccoouerenecrinnnnen. 204,707 206,786 200,704 —6,082 —29%
Campus children’s centers ... 6,113 6,205 6,205 — —
High school age parenting .....c..ccoeeeune 5,886 6,668 6,668 — -
Migrant day Care ..o 8,529 8,756 8,756 — —
Special allowance for rent.. 420 424 424 - —
Special allowance for handicapped.... 704 711 711 — —
Alternative Payment Program........... 20,707 25,999 32,081 6,082 23.4
Resource and referral.........coovcreevesnnene 7,243 7,335 7,335 — —
Campus child care tax bailout 3,986 4,026 4,026 - —
Protective Services.......cowen. 1,009 1,027 1,027 — : —
Child Care Employment Act 1,408 2,500 —_ —2,500 —100.0
Child care capital outlay (carryover) 15 185 — -185 - =100.0
California Child Care Initiative (Ch
1299/85) 100 250 250 — —
Before/After School Program Incen-
tives (Ch 1440/85) ....ccouercrmeerrecnreenne —_ 1,000 — —1,000 -100.0
Extended Day Care (Ch. 1026/85) .... 4,201 15,476 15,476 — —
Subtotals, Local Assistance ......c..... $300,153 $323,165 $319,480 —$3,685 -11%
Totals $304,805 $328,254 $324,400 —$3854 = —12%
Funding Source:
General Fund $301,108  $290,843 $290,791 —§52 —_
Federal funds 5119 © 3140 2,140 — 1,000 —31.8%
Special Account for Capital Outlay ...... 20 246 — —246  —100.0
State Child Care Facilities Fund — — 159 159 100.0
Reitnbursements ......wmiovissiisssins 1,558 34,025 31310 2715 -80

2 Does not reflect the impact, if any, of the Governor’s proposed 1 percent reduction.

Participation. Table 37 summarizes the scope of SDE-administrated
child development services in each of the eight major types of programs
which are funded on the basis of daily enrollment. During the current
fiscal year, over 500 public and private agencies will provide subsidized .
child care services for an average daily enrollment of approximately 53,000
children from low-income families. These agencies will receive reim-
bursements for each day an eligible child is enrolled in a child care pro-
gram. The maximum amount of reimbursement to be provided to each
agency is established between the agency and SDE.

Additional child care services are provided by (1) county welfare de-
partments and extended day care (“Latchkey”) programs (which are
reimbursed on an hourly basis), (2) school districts participating in the
School Age Parenting and Infant Development (SAPID) program, (3)
respite and handicapped child care programs, and (4) child care programs
which contract with local private industry councils to provide services to
participants in federal job training programs. ‘

We recommend approval of the proposed funding shown in Table 36 for
the following program, which is not dicussed elsewhere in this analysis:

o Preschool Programs (Item 6100-196-001 (a)) $35.8 million from the

General Fund to provide educational and related services in part-day
programs for pre-kindergarten children from low-income families.
This is the same level of support as is provided in the current year.

Our discussion of the remaining child development programs follows.
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. Table 37
K-12 Education
Child Development Services
Participation

1986-87
Number of Average Days Average Daily

Program: Agencies of Service®  Enrollment®
Center Program—Public 112 246 28,297
Center Program—Private 178 245 11,310
Center Program—Title 22 47 249 1,755
Family child care homes 22 247 1,146
Campus child care 51 182 2,059
State migrant 27 171 2,133
Federal migrant 2 148 - 280
Alternative payment T4 251 6,400

Totals 513 - 53,380

® Weighted average.
Average daily enrollment: The average number of full-time equivalent children enrolled in a program
on any given day of operation.

Additional Information Needed on GAIN Participation Rates

We withhold recommendation on $252,353,000 requested from state and
federal funds for child care local assistance (Items 6100-196-001 (b) and
6100-196-890), pending receipt of a revised estimate of the reimbursements
expected from the Department of Social Services for child care services
provided to GAIN participants.

Chapter 1025, Statutes of 1985, created the Greater Avenues for In-
dependence (GAIN) program. This program provides employment and
training services to Aid to Families with Dependent Children (AFDC)
recipients to help them become financially self-sufficient. All AFDC
recipients must participate in GAIN unless they have a child under six
years of age or meet other criteria, in which case they can volunteer for
the program. (Please see our companion document, The 1987-88 Budget:
Perspectives and Issues, for further discussion of GAIN).

Chapter 1025 requires the Department of Social Services (DSS) and the
Department of Education (SDE) to enter into an interagency agreement
for the purpose of obtaining federal matching funds for child care services
provided to GAIN participants. Chapter 1025 also provides that SDE will
be “held harmless” from any deficiency that may result from this transfer.

Background. Last year, in anticipation of the federal match, the
Governor’s Budget proposed a reduction in General Fund expenditures
for child care services of $31 million, assuming that this amount would be
fully offset by reimbursements from federal funds. This proposal was
based on the Department of Finance’s estimate that the SDE would spend
$62 million during 1986-87 providing day care to GAIN participants, of
which 50 percent would be reimbursed by the Department of Social Serv-
ices (DSS) using federal funds.

In our Analysis of the 1986-87 Budget Bill, we raised several concerns
about the methodology used to estimate this reimbursement figure. We
further questioned how SDE would be “held harmless” (as required by
Chapter 1025), should there be a deficiency in the child care budget. In
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response to these concerns, the Legislature adopted the Governor’s reim-
bursement estimate in the 1986 Budget Act, but also adopted Budget Act
language which authorized the Director of Finance to provide a General
Fund augmentation of up to $31 million to the child care budget should
a deficiency occur. ' v

Budget Proposal. The Governor’s Budget again assumes that $31
million in federal reimbursements will be received on behalf of GAIN
participants, and reduces the level of General Fund support for child care
services by an equivalent amount. The budget also proposes to continue
the 1986 Budget Act deficiency language w%lich authorizes the Director
of Finance to augment the child care appropriation as needed.

Analysis. Our analysis indicates that little has changed to alter our
initial skepticism regarding the actual level of federal reimbursements
that may be received by SDE child care programs. In fact, the SDE
recently projected that, because of a shortfall in actual reimbursements,
the current year’s appropriation may require an augmentation of up to $29
million. It is unclear how much of this shortfall is due to the faulty assump-
tions behind the reimbursement estimate, and how much is due to GAIN
implementation delays (these delays do not change the total funding
requirements for state-subsidized child care services, but simply result in
a lower proportion of SDE child care clients being eligible for federal
reimbursement). Nevertheless, we continue to have the following major
concerns with the reimbursement proposal:

o The estimate of participation in GAIN is too high. The budget as-
sumes that all AFDC recipients who currently are receiving SDE
child care services will participate in GAIN. This assumption alone
may result in a large overestimate of federal reimbursements, because
80 percent of the children served in SDE child care programs (except
for the Latchkey program) are under the age of six, and parents of
children in this age group are not required to participate in GAIN.
Moreover, SDE has been advised by DSS that only 15 percent of such
families are expected to volunteer for GAIN.

e The budget base from which the estimate was derived is too high.
The Department of Finance used as a base the proposed budget
amounts for the general child care, campus child care, alternative
payment, extended day care (“Latchkey”), and state preschool pro-
grams. We believe that preschool programs should be eliminated
from the base, because they are unlikely to serve GAIN participants—
they operate for a maximum of 3.5 hours per day, and require parent
participation.

o The estimate incorrectly assumes that the federal government will
pay for 50 percent of all SDE child care needed by GAIN participants.
In general, federal reimbursements will apply to the job search, but
not to the training segments of GAIN. Since the job training and
remedial education portions of GAIN may be lengthy, it is likely that
the federal government will not reimburse SDE for a significant por-
tion of the child care needed by GAIN participants.

Given these concerns, we believe the budget proposal should be revised
based on forthcoming information. The Auditor General will certify the
level of AFDC participation in SDE child care programs this spring. In
addition, we anticipate that DSS will be able to provide more accurate
information about the portions of SDE child care which will be eligible for
federal reimbursement, and the extent to which counties will implement
GAIN in 1987-88. This information (in conjunction with estimates of how
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many AFDC recipients who use SDE child care will participate in GAIN)
will enable the Legislature to revise the proposed level of federal reim-
bursements and make corresponding changes in the proposed General
Fund appropriation. Accordingly, we withhold recommendation on the
child care local assistance request pending the availability of the additional
information. _ :

Staffing Ratios and Minimum Qualifications Are Policy Issues

We recommend that the Legislature delete proposed Budget Bill lan-
guage which provides that center-based child care and development pro-
grams administered by the Department of Education may operate
pursuant to Title 22 regulations, because the language implements a major
policy change that is more appropriately addressed through separate legis-
Iation. (Delete Provision 11 of Item 6100-196-001.)

Currently, California has a dual system for setting teacher qualifications
and staffing ratios for child care programs. Most state-subsidized programs
are governed by standards contained in Title 5 of the Education Code,
while unsubsidized programs must comply with standards set by Title 22
of the California Administrative Code. With a few exceptions, Title 22
standards are less stringent than Title 5 standards.

The Governor proposes Budget Bill language in Provision 11 of Item
6100-196-001 which would allow state-subsidized child care programs to
operate under Title 22 regulations. The budget, however, does not pro-
pose any changes in the level of funding for state-subsidized child care
programs based on this language.

Significant Policy Implications, Our review of the proposed lan-
guage indicates that it has significant policy implications regarding the
quantity and quality of state-subsidized child care. For example, with
regard to the use ot Title 22 staffing ratios, the language could result in
either of the following outcomes (or a mixture of both):

o Child care agencies could decide to reduce their staffing levels, and
could then utilize any funds made available by doing so to augment
the salaries of remaining personnel; this would result in (1) somewhat
higher salaries for child care staff, (2) increased numbers of children
per staff person, and (3) no expansion in the numbers of children
served; or

o Child care agencies could decide to use the same staffing levels to
serve additional children; this would result in (1) no salary increase
for child care staff, (2) increased numbers of children per staff person,
and (3) moderate expansion in the numbers of children served.

In either case, the language would result in an unspecified trade-off
between the quantity and quality of child care services, while having no
impact on the programs’ funding needs in 1987-88. Thus, we believe that
it would be more appropriate to consider this issue through separate
legislation, rather than through the budget process. (The Governor’s
Budget, in fact, indicates that the administration plans to introduce legisla-
tion to implement this proposal). This would give the legislative policy
committees the opportunity to review the implications of allowing state-
subsidized child care centers to operate pursuant to Title 22 regulations.

Accordingly, and without prejudice to the merits of the proposal, we
recommend that the Legislature delete Provision 11 of Item 6100-196-001.
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Expedited Child Care Capital Outlay Process Needed

We recommend that support for Department of Education administra-
tive costs be augmented by $53,000 from the State Child Care Facilities
Fund, in order to expedite the processing of applications for child care
facilities aid. (Augment Item 6100-001-862 by $53,000.)

Chapter 1026, Statutes of 1985 transferred $36.5 million in federal funds
to a newly-established State Child Care Facilities Fund for capital outlay
for the School Age Community Child Care (“Latchkey”) program. (Of
this amount, $22.5 million is for programs which have developed a plan to
serve children of GAIN participants). These funds may be used for (1)
purchasing relocatable facilities, (2) renovating facilities, and (3) program
administrative costs. In addition, Chapter 1440, Statutes of 1985 appro-
priated $7.25 million in federal funds to establish a child care facility loan
pro%ram for other state-subsidized child care programs.

The Legislature approved both Chapter 1026 and Chapter 1440 as ur-
gency measures, and indicated its intent that the implementation of these
programs be expedited. The measures required (1) the SDE to determine
the eligibility of child care agencies for state facilities aid and (2) the State
Allocation Board (SAB) to subsequently acquire, provide, and lease
relocatable facilities, approve renovations, and provide loans to qualifying
agencies. While both acts require the SDE to carry out certain activities,
neither bill allocated funds to the department for its associated administra-
tive costs. . ~

Budget Proposal. The budget proposes to use $159,000 from the
State Child Care Facilities Fund to add 2.8 personnel-years to the depart-
ment’s Child Development Division (CDD) in 1987--88 for administration
of these programs. The CDD estimates that the process of accepting,
reviewing and approving applications for child care facilities funds will
require two years to complete. The State Allocation Board, in turn, esti-
mates that its duties might not be completed for up to a year after the last
application is received from CDD. Tgus, under this schedule, final im-
plementation of child care facilities provisions contained in Chapters 1026
and 1440 might not be completed until late in 1989-90, four years after
passage of these measures.

Analysis. Our review indicates that this process could be expedited.
According to CDD, the applications process will take two years to com-
plete partly because Los Angeles County and a few, small counties have
indicated that they do not want to submit applications for child care
facilities funding until the child care needs of GAIN recipients can be
better estimated. Even if these applications were delayed until 1988-89,
however, the CDD has provided no reason why the remaining applica-
tions (for approximately two-thirds of the funding) could not be com-
pleted by the middle of 1987-88, if sufficient staff were available to do so.

Extending the CDD approval process for child care facilities evenly
over a period of two years will not result in any savings to the program.
In fact, the costs of providing child care facilities would increase as a result
of inflation in the costs of acquiring facilities, construction work for reno-
vations, and administration. The appropriated funds would therefore sup-
port a lower level of service than if the department completed most of its
duties during the first half of 1987-88.

Given the increased costs that would occur as a result of delaying the
full implementation of the child care facilities programs, and the Legisla-
ture’s interest in providing these facilities as quickly as possible, we recom-
mend that the budget be augmented to provide the CDD the necessary
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personnel to complete approximately two-thirds of the applications
process (based upon the assumption that the applications for Los Angeles
and a few smaller counties will not be able to be processed until 1988-89)
by December 1, 1987. Accordingly, we recommend that an additional
$53,000 (one-third of the $159,000 which CDD estimates will be needed
during 1988-89 to complete the applications process) be provided from
the State Child Care Facilities Fund in 1987-88 for this purpose.

Implementation Status of the Extended Day Care (“‘Latchkey”) Program

Under the School Age Community Child Care program established by
Ch 1026/85, the State Department of Education (SDE) contracts with
child care providers to provide state-subsidized child care services before
and after school for children in kindergarten through grade 9. These
services are commonly known as extended day care or “Latchkey” child
care. The Governor’s Budget proposes to allocate $15.5 million for the
Latchkey program during 1987-88—the same as its 1986-87 level.

Currently, 172 child care agencies are serving approximately 13,198
children under the Latchkey program. An additional 20 agencies that
contracted with SDE to provide extended day care have since dropped
out of the program,

Evaluation Underway. Chapter 1026 requires the Office of the Leg-
islative Analyst to contract for-an independent evaluation of the Latchkey
program, and appropriates $175,000 for this purpose. In response to this
directive, we convened a 12-member advisory committee, composed of
legislative and departmental staff familiar with the Latchkey program
and, through a competitive bid process, contracted with MPR Associates,
Inc. to conduct the study. The final report will be presented to the Legisla-
ture by the statutory deadline of December 1, 1987.

Child Care and Employment Act

Chapter 1292, Statutes of 1983 established the Child Care and Employ-
ment Act (CCEA). The measure appropriated $6 million in federal Title
XX funds (Social Services Block Grant funds) for the purpose of expand-
ing the provision. of no-cost child care services to eligible participants of
the various job training programs operated pursuant to the federal Job
Training Partnership Act (JTPA).

As of December 31, 1986, approximately $4.3 million of these Title XX
funds had been committed by contract to child development agencies,
and $350,000 had been allocated for state administrative costs, leaving
approximately $1.4 million unallocated. Further, of the $4.3 million com-
mitted by contract with child development agencies, only $2.5 million had
been spent.

The Governor’s Budget proposes no funding support for this program
in 1987-88 (any unexpended Title XX funds at the close of the current year
will revert to the Department of Social Services).

Evaluation Requirement. Chapter 1066, Statutes of 1986 appropriat-
ed $50,000 from available CCEA program funds for the Office of the
Legislative Analyst to contract for an independent evaluation of the
CCEA program. :

In response to this directive, we convened a 15-member advisory com-
mittee, composed of legislative and departmental staff familiar with the
JTPA and CCEA programs, and issued a Request for Proposals to bidders
on January 13, 1987. Proposals are due on February 18, 1987. We will
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choose a contractor based on the proposals’ technical merit as rated by our
advisory group. We anticipate that the final report will be presented to the
legislature by the statutory deadline of January 1, 1988. :

B. ADULT EDUCATION ‘

The Office of Adult, Alternative, and Continuation Education Services
is responsible for managing (1) state- and federally-funded programs for
adults and (2) general education development (GED) testing. In 1986-87,
adult education ADA is estimated to be 172,600 in K~12 schools and 67,000
in the community colleges.

Table 38 shows the state operations and local assistance funding for adult
education in the prior, current, and budget years. (The Governor’s
Budget proposal for community colleges is discussed in Item 6870-101-001
of the Analysis.) ’

Table 38
K-12 Education
Adult Education Funding
1985-86 through 1987-88
(dollars in thousands)

Change

Actual Est. Prop. from 1986-87
1985-86 1986-87 1987-88  Amount Percent

State Operations:

General Fund $182 $211 $220 a $9 4.3%
Federal funds : 867 982 982 — —
Special Deposit Fund w..coocvimcsmsmssinseens 153 169 259 90 533
Subtotals $1,202 $1,362 $1,461 $99 1.3%
Local Assistance: .

General Fund $196,447  $219,823 $232,674 - $12,851 5.8%
(School districts) ....... (194,762)  (217,938) = (230,693)  (12,755) 59
(Correctional facilitie: (1,685) (1,885) (1,981) (96) 5.1

Federal funds 7,125 8,557 8,557 — —
Subtotals $204,172  $228,380  $241231  $12,851 5.6%
Totals $205,374  $229,742 $242.692  $12,950 5.6%

Personnel-Years 149 163 16.5 0.2 12%

2Does not reflect impact, if any, of Governor’s proposed 1 percent reduction.

We recommmend approval of the proposed funding shown in Table 38 for
the following adult education programs, which are not discussed else-
where in this analysis:

o Federal Adult Basic Education Act (Item 6100-156-890)—$8.6 million
from the Federal Trust Fund for local assistance in adult education.
The proposed amount reflects a continuation of the current-year level
of funding,.

o Adults in Correctional Facilities (Item 6100-158-001)—$2 million from
the General Fund for education of adults in correctional facilities.
This is a $96,000 increase over the current-year funding level. It in-
cludes $58,000 for a half-year, 6 percent (statutory) COLA, and $38,-
000 for enrollment growth of 2 percent, in lieu of the 2.5 percent
increase specified in current law.

Our concerns and recommendations with the funding for adult educa-
tion programs offered in school districts are discussed below.
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State K~12 Adult Education Program (ltem 6100-156-061)'

The budget proposes a General Fund appropriation of $231 million for
adult education local assistance (excluding adults in correctional facilities)
in 1987-88. This represents a net increase of $13 million, or 5.9 percent,
over estimated expenditures in the current year.

The proposed increase for 1987-88 includes (1) $6 million to provide
additional English as a Second Language (ESL) instruction, (2) $4.2 mil-
lion to fund remedial education services associated with the Greater Ave-
nues for Independence (GAIN) program, (3) $6.5 million to fund a 6
percent (statutory) COLA beginning January 1, 1988, and (4) $720,000 to
continue providing equalization aid pursuant to SB 813 (Ch 498/83). Par-
tially offsetting these increases is a reduction of $4.7 million, reflecting the
elimination of one-time funding for ESL, GAIN, and other high-priority
instructional areas, that was provided in the current year.

Trends in Average Daily Attendance

School districts receive funds for state-mandated adult education pro-
grams based on the average daily attendance (ADA) of adults in these
programs. In the case of K-12 school districts, the amount of ADA which
the state will fund is limited to the level funded in 1980-81, adjusted
annually by 2.5 percent. In the case of community college districts, state-
funded enrollment growth for both noncredit adult education and credit
programs is limited to the percentage change in the adult population of
the district. Both school and community college districts may generate
ADA in excess of the levels authorized for funding purposes, but will
generally receive no reimbursement from the state for any such “excess”
ADA. In 1985-86 (the most recent year for which data are available), 132
K-12 districts generated 6,965 units of excess, unfunded ADA,; in the cur-
rent year, community colleges will generate an estimated 6,500 units of
excess ADA.

For both education segments, state funding of adult education courses °
is restricted to the following 11 areas:

o elementary basic skills » parent education

« high school basic skills « classes for substantially

+ English as a Second handicapped persons
Language (ESL) ¢ health and safety education

o programs for older adults e short-term vocational

¢ home economics education courses with

o citizenship high employment potential

» apprenticeship training

Courses provided in subject areas outside these eleven categories must
be supported by student fees and other local revenues.

Trends in Enrollment and Demand for Courses. Over time, demo-
graphic changes in the state’s adult population have caused relative shifts
in enrollment patterns among the various eleven mandated areas. These
trends are shown in Table 39. (The table only shows K-12 data for the prior
two years, because ADA data were not reported by subject area prior to
this time; multi-year data are not available for community colleges.)
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Table 39

Adult Education
K-12 School Districts
Changes in Average Daily Attendance
By Program Area°
1984-85 and 1985-86

Actual Actual Percent
Program Area 1984-85 1985-86 Change
Elementary Basic Skills 8,828 8,164 —-75%
High School Basic Skills 14,519 16,775 155
English as a Second Language .........c..ceeecesssnnss 57,531 66,055 14.8
Programs for Older Adults 14,860 16,609 118
Home Economics . 1,495 1,532 2.5
‘Citizenship 1 787 13
Parent Education , 7,492 7427 -09°
Substantially Handicapped 27,245 -27,402 0.6
Health and Safety EAUCAHON.......covremmmeemserseessissismsssens 1,916 1,597 —166
Vocational Programs - 40,611 29,210 —28.1

Totals 175,274 175,558 02%

2 Data for apprentice programs not available.

As can be seen from the table, ADA levels appear to be growing the
most rapidly in the areas of: (1) high school basic skills (15.5 percent), (2)
ESL (14.8 percent), and (3) programs for older adults (11.8 percent).

In the following sections, we review additional data on the degree of
unmet demand in these three “growth” areas.

English as a Second Language (ESL). ESL courses provide English-
language instruction to nonnative speakers. Demand for ESL courses has
grown over the last several years, due primarily to high rates of foreign
immigration into California, and is expected to increase in the future.

While the unmet demand for ESL is believed to be large, little dependa-
ble data exist which can provide an indication of the exact extent of the
-problem. Estimates of the number of individuals turned away from adult
education programs due to enrollment limitations range from 28,000
adults statewide (in a survey conducted by the Department of Finance)
to 40,000 in the Los Angeles area alone (reported in the Los Angeles
Times). . : :

Since many programs do not maintain complete waiting lists of in-
dividuals seeking services, these figures are based mostly on conjecture by
local program operators on the total number of individuals denied serv-
ices, and are somewhat unreliable. Consequently, it is difficult to deter-
mine exactly what amount of additional funding would be needed to fully
meet the excess demand for ESL. More specific information on this issue
may become available in the spring, once the Department of Education
completes a study on the statewide need for additional ESL services.

Basic Skills Instruction. This area encompasses both elementary and
high school basic skill training. Elementary basic skill programs involve
rudimentary instruction in reading, mathematics, and language arts, while
high school basic skill programs include courses in various subject areas
leading to a high school diploma or its equivalent.

As is shown in Table 39, enrollment in high school basic skill courses has
been increasing, due primarily to the increased recognition of the value
of a high school diploma among adults. In addition, increased academic
rigor in high schools resulting from new state graduation requirements has
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encouraged many high school students to utilize adult schools as alterna-
tive means of meeting these requirements.

In contrast to the growing demand for high school basic skill instruction,
ADA levels in elementary basic skill programs, as shown in Table 39, are
both low—enrollment in these courses constituted only 5 percent of total
statewide ADA in 1984-85—and are declining. These low levels of enroll-
ment appear to indicate that native adults who are poorly educated or
illiterate do not tend to enroll in these courses. (Some of these adults may
receive educational services, however, from other state programs, such as
the California Literacy Campaign administered by the State Library.)

Demand for Basic Skill Instruction/ESL Growing Due to GAIN. In
the future, demand for both elementary and high school basic skill instruc-
tion and ESL is expected to increase dramatically due to the Greater
Avenues for Independence (GAIN) program, established by Ch 1025/85.
Chapter 1025 specifies that all GAIN participants who are deficient in
basic skills or lack a high school diploma (or its equivalent) must work
towards a general education development (GED) certificate. Thus, not
only is the number of adults who will require adult education services
likely to increase in the future but, in addition, the amount of instruction
which will be needed by some individuals in order to obtain (or work
towards) a GED could be substantial.

The Department of Social Services (DSS) estimates that as many as
43,000 GAIN participants might require remedial education in the budget
year, at a cost of $39 million. The budget proposes to fund these costs from
a variety of sources. C

Our analysis indicates that these costs could easily double in the budget
year, because the DSS estimates do not account for participants who may
need (1) extended remediation, or (2) remediation subsequent to GAIN’s
job search component. As a result, we believe that the budget may signifi-
cantly understate the need for GAIN-related remedial education services.

Issues associated with the funding of both remedial education and other
components of the GAIN program are examined in greater detail in [tem
5180-151 of this Analysis, and in our companion document, The 1987-88
Budget: Perspectives and Issues.

Programs for-Older Adults. Programs for older adults encompass a
wide variety of subject areas, including nutrition, creative writing, real
estate, and art. While targeted at older adults including those in nursing
homes, these courses are open to students of all ages, since participation
in adult education programs cannot be restricted on the basis of age.

Demand for classes for older adults appears to be increasing, due to both
the general aging of the adult population, as well as to the increasing
variety of courses in this category which some districts are able to offer.

It should be noted that unlike courses in ESL and basic skills, which may
result in benefits to the state in the form of lower welfare costs'and greater
assimilation of individuals into society, the provision of classes for older
adults may result in benefits primarily only to individuals: Therefore, even
though there appears to be increasing demand for growth in this area, it
may be a lower priority for expansion compared to ESL and GAIN serv-
ices.
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Advult Education Enroliment Growth

We recommend that the Legislature adopt Budget Bill language which
(1) requires districts receiving adult education growth funds to maintain
existing levels of average daily attendance (ADA) in basic skills and ESL
courses, and (2) allows growth funds to be shared with adult education
programs operated by community college districts.

In last year’s Analysis, we recommended that funding for enrollment
growth in adult education be tied to indicators of need. Specifically, we
recommended that (1) the amount budgeted for enrollment growth
should, as a technical matter, be determined by the statewide growth rate
in the adult population, and (2) funds should be targeted to districts with
unmet needs for adult education in high-priority areas, such as ESL or
basic skills.

In response to these recommendations, the Legislature chose to (1)
provide adult education programs with enrollment growth of 2.5 percent,
as specified in statute, and (2) target funds in excess of the adult popula-
tion growth rate (1.9 percent) to high-priority areas, as determineé) by the
Superintendent of Public Instruction (SPI). The total amount which the
Legislature made available for targeting was $1.2 million; the amount,
however, was reduced by the Governor to $689,000. '

In addition, the Legislature adopted supplemental report language to
the 1986 Budget Act which (a) directed the SPI, by November 15, 1986,
to develop and report to the legislative fiscal committees proposed criteria
for allocating adult education growth funds on the basis of need and (b)
required the Legislative Analyst to review the allocation of these funds.

Review of Criteria for Allocating Growth Funds. The Superintend-
ent submitted his report to the Legislature on December 24, 1986. It
indicated that growth funds provided by the Legislature for the purpose
of meeting high-priority needs in adult education will be allocated by the
department during the 1986-87 fiscal year to districts with ADA in excess
of their adult ADA “cap.” The funds will be apportioned to districts on a
pro rata basis, regardless of any program considerations.

The department chose to allocate funds in this manner because it did
not find it feasible to establish any explicit statewide priorities. More
recently, the department indicated that t%e districts receiving these funds
proba(})léf have unmet needs for ESL, although no evidence of this was
provided.

Our analysis indicates that there are at least two problems with the
department’s procedure for “targeting” growth funds.

First, districts are allowed to use these fund to expand services in any
of the eleven authorized subject areas. As a result, there is no guarantee
that districts will use these funds to expand services in high-priority areas.

Second, the department’s approach of allocating funds only to districts
generating unfunded ADA is inequitable. Some districts may have an
unmet need for growth funds in high-priority areas but may not have
adequate financial reserves to serve additional ADA above their funded
level. Consequently, these districts will not be eligible for any of the
additional funds.

For these reasons, we believe that the department’s method for allocat-
ing growth funds is flawed and should not be used again.

Governor’s Growth Proposal. The Governor’s Budget proposes an
alternative approach for allocating growth funds in 1987-88. Specifically,
the budget proposes $10.2 million from the General Fund to fund a 4.8
percent increase in enrollment in adult education, of which $6.0 million
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(or 2.8 percent) would be provided exclusively to districts with document-
ed, unmet needs for ESL, and $4.2 million (or 2 percent) would be target-
ed specifically to districts providing basic skills instruction as part of GAIN.
The budget specifies, however, that these funds would not become part
of districts’ ongoing funding entitlements.

The budget does not detail how the funds would be allocated among
eligible districts. Presumably, they would be allocated through an applica-
tion process.

Our analysis indicates that the Governor’s proposed approach for al-
locating growth funds is superior to the method developeg by SDE, be-
cause (1) the receipt of funds would be tied directly to the expansion of
services in high-priority areas, and (2) all districts with sufficient need
would have access to these funds.

Technical Problems with Governor’s Proposal. Our analysis indi-
cates, however, that there are two technical problems with the Governor’s
proposal for allocating growth funds.

First, while the proposal requires districts to use growth funds only in
high-priority areas (ESL and basic skills), it does not require districts to
maintain existing levels of service in these areas. As a result, some districts
might simply supplant existing funds now being used for ESL or basic skills
training to other purposes, and use growth funding received from the
state only to replace the diverted revenues. Were this to occur, no expan-
sion of services in high-priority areas would result.

In order to prevent growth funds from being used to supplant existing
services, we recommend that the Legislature require districts to maintain
existing levels of ADA in the areas of ESL and basic skills as a condition
of receiving growth funds.

Second, while the Governor’s Budget provides funding to XK-12 adult
education to meet high-priority needs, it provides no such funding to the
community colleges which also conduct these programs. Our review indi-
cates that some community college districts also have unmet needs as-
sociated with ESL or GAIN. We therefore recommend that the
Legislature permit funds proposed for high-priority adult education needs
to be allocated to community colleges as well as to K-12 school districts.

Recommendation. In order to address these problems, we recom-
mend that the Legislature adopt the following Budget Bill language in
Item 6100-156-001:

“(a) Asa condition of receiving funds appropriated in this item for (1)
extraordinary needs in adult education programs in English as a
second language, pursuant to provision 4, and (2) remedial educa-
tion services for GAIN participants, pursuant to provisions 5 and
6, districts shall certify to the Superintendent of Public Instruction
that levels of annual average daily attendance in the 1987-88 fiscal
year (1) in programs for (a) English as a second language and (b)
elementary and high school basic skills, and (2) which are used to
compute block entitlements, shall be maintained at or above levels
funded in either the 1985-86 or the 198687 fiscal year, which ever
are higher, for each of these two areas. The Superintendent shall,
at the time of the annual apportionment, reduce funding by the
corresponding amount to any district which fails to generate certi-
fied levels of average daily attendance.

(b) Funds appropriated pursuant to provisions 4 and 5 of this item
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may be apportioned to community college districts, pursuant to an
agreement between the Superintendent of Public Instruction and
the Chancellor of the California Community Colleges.”

Study Needed of Adult Education Pricrities

We recommend that the Legislature adopt supplemental report lan-
guage requiring the California Postsecondary Education Commission to
conduct a review of the need for continued state funding in adult educa-
tion of the various eleven instructional areas specified in current law.

In an attempt to control program costs, state funding for K-12 adult
education programs is limited to 11 instructional areas while community
college programs are limited to 10.

Since the time the list of instructional areas was originally established
by the Legislature eight years ago, the state has not conducted any type
of review to determine the continued need for funding in each of the
various instructional categories. As noted by the Commission on the Study
of the Master Plan for Higher Education in its report, The Challenge of
Change, statewide needs may have changed substantially since the time
the list of categories was originally established, due to both changing
demographics and other factors. The report recommends that “the Cali-
fornia Postsecondary Education Commission [CPEC]. . . conduct a study
of the current and projected need for and funding of noncredit adult
education, including the various state-funded instructional areas, in the
community colleges and public school system, in light of the state’s chang-
ing demographics.”

In order to ensure that existing adult education funds in school and
community college districts are spent in a manner reflecting statewide
needs and priorities, we recommend that the Legislature direct CPEC to
conduct such an in-depth review of the instructional areas, and determine
whether any areas should be added, eliminated, or modified. This review
should include an examination of (1) the degree of unmet demand in each
area, (2) the benefits to the state of providing instruction in each area,
including some attempt to measure these benefits, and (3) whether the
manner in which the various instructional areas are defined in statute is
adequate or requires improvement.

Recommendation. In order to provide for such a review, we recom-
mend that the Legislature adopt the following supplemental report lan-
guage in Item 6420-001-001:

“The California Postsecondary Education Commission, in consultation
with the Board of Governors of the California Community Colleges and
the State Board of Education, shall conduct a study of the current and
projected need for, and funding of, noncredit adult education, including
the various state-funded instructional areas, in the community colleges
and public school system, in light of the state’s changing demographics.
This study shall include, but shall not necessarily be limited to, an exami-
nation of (1) the degree of unmet demand in each instructional area,
(2) the benefits to the state of providing instruction in each instruction-
al area, including some attempt to measure these benefits, (3) whether
the manner in which the various instructional areas are defined in
statute is adequate or requires improvement, and (4) whether any area
should be adged, modified, restricted, or eliminated. The Commission
shall submit its findings and recommendations to the Legislature by
October 1, 1988.”
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Reduced Funding for Adult Education COLA Warranted

We recommend that adult education programs be provided with a cost-
of-living adjustment equal to the COLA used for school apportionments.
(Reduce Item 6100-226-001 (b) (1) by $4,131,000 and 6100-226-001 (b) (2) by
$37,000, and adopt corresponding Budget Bill language.)

Under current law, K-12 adult education programs are entitled to re-
ceive an annual cost-of-living adjustment (COLA) of 6.0 percent. This
amount differs from the COLA prescribed in current law for school appor-
tionments, which is tied to the percentage change in the “Implicit Price
Deflator for State and Local Government Purchases of Goods and Serv-
ices.” Based upon estimates of this index, school districts would be entitled
to receive a cost-of-living adjustment to their revenue limits of 2.2 percent
in the budget year.

The Education Code also prescribes COLAs for a number of other
educational programs. In almost all cases, these COLAs are directly tied
to the school apportionments COLA or to some other variable index of
inflation. We note also that community college adult education programs
do not receive any differential treatment—they receive the same COLA
as the regular community college and K-12 ADA, based on the state and
local government purchases index.

COLAs Differ. The Governor’s Budget proposes to provide all K-12
education programs with statutory COLAs with the statutorily-prescribed
amount, beginning January 1, 1988. Thus, the budget proposes a 6.0 per-
cent (half-year) COLA for adult education, while it only proposes a 2.2
percent (half-year) COLA for school apportionments, as well as for other,
specified education programs. In fact, adult education programs would be
provided with a larger percentage COLA than any other K-12 education
instructional program.

We see no analytical reason why K-12 adult education programs should
be given a higher COLA than that given community college adult educa-
tion programs or any other education program. The types of goods and
services used by K-12 adult programs are similar in nature to those pur-
chased by most other education programs. Thus, there is no reason to
assume that the costs faced by K-12 adult programs would tend to rise
more rapidly than in other education programs. For this reason, we be-
lieve that these programs should receive the same COLA which is pro-
vided to other K-12 education programs.

Recommendation. Accordingly, we recommend that the Legislature
provide K-12 adult education programs with only a 2.2 percent (half-year)
COLA in the budget year. Adoption of this recommendation would result
in corresponding savings to the state of $4.2 million. The Legislature could
choose to use these savings either to fund other high-priority needs in
adult education (such as the basic skills component of GAIN), or to fund
other high-priority education or noneducation programs.

In order to implement this recommendation, the Legislature should (1)
reduce the amounts requested in Item 6100-226-001 (b) (1) by $4,131,000
and Item 6100-226-001 (a)) (2) by $37,000, and (2) adopt the following
Budget Bill language in lieu of provision 3:

“Notwithstanding any other provision of law, the inflation adjustments

calculated pursuant to Sections 41841.5 and 52616 of the Education Code

are deemed to be 2.2 percent for the 1987-88 fiscal year with an effective
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date of January 1, 1988. This provision applies to the appropriations
contained in schedules (b) (1) and (b) (2).” .

Technical Error in COLA Budget Bill Language

As noted above, the Governor’s Budget proposes to provide the statu-
tory COLA for this program for a half year only. In effect, the program
will receive only half of the COLA funding required under current law.
The Department of Finance indicates, however, that it will adjust the
program’s base funding for the 1988-89 fiscal year (which will be used to
determine its 1988-89 COLA) to reflect a full-year COLA in 1987-88. This
adjustment would ensure that the proposed reduction of the COLA is a
temporary measure-and that its effects would not be carried forward into
future years. ' ‘ '

Our review of the Budget Bill language to implement this adjustment
indicates that the language ‘is flawed and woulg probably result in the
program base being increased for only half the 1987-88 statutory COLA.
In other words, the base funding in 1988-89 would include only the actual
amount of COLA funding received in 1987-88. The language proposed
above addresses this technical error.

Greater Avenues for Independence (GAIN)—Technical Issves

We recommend that the Legislature adopt Budget Bill language and
supplemental report language in Items 6100-156-001 and 6100-102-001 to
address technical issues related to the Greater Avenues for Independence
program. ‘ : '

As noted previously, a large number of adult education programs will
need to provide remedial instruction to welfare recipients as part of the
Greater Avenues for Independence (GAIN) program. We present in this
section two technical recommendations related to GAIN:

o Allow Participants to Farn Diplomas. The program’s authorizing
legislation (Ch 1025/85) requires participants who lack a high school
diploma or its equivalent to work towards a general educational dev-
elopment (GED) certificate. In some cases, however, participants
will have sufficient high school credits to earn a high school diploma,
rather than simply a GED. Since there is some evidence which sug-
gests that individuals who have diplomas may have more success in
the job market and in postsecondary institutions than individuals with
GEDs, we recommend that the Legislature adopt the following sup-
plemental report language which clarifies that GAIN participants
may earn a high school diploma in lieu of a GED certificate:

“It is the intent of the Legislature that participants in the Greater
Avenues for Independence (GAIN) program may receive remedial
education instruction pursuant to Section 11320.5 (b) (¢) (6) of the
Welfare and Institutions Code in order to obtain a high school

diploma rather than a general education development certificate. -

The Superintendent of Public Instruction shall take all appropriate
measures to inform local education agencies and county welfare
offices of this policy.” ,

e Cash Flow. Under the current school apportionment system,
adult education programs (as well as regional occupational centers/
programs) are not reimbursed for actual units of ADA generated until
several months into the fiscal year. This policy has caused problems
for some school districts wishing to apply ?or additional ADA-funding
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from the state in order to serve GAIN participants. These districts
claim that they need “up front” monies in order to hire additional
teachers and to operate classes, and therefore without such advanced
funding, cannot participate in the GAIN program. In order to remedy
this problem, we recommend that the Legislature adopt the following
Budget Bill language, in both Items 6100-156-001 and 6100-102-001, to
allow the Department of ‘Education to advance sufficient funds to
school districts and regional occupational centers/programs to enable
them to participate in the GAIN program:

“Notwithstanding any provision of law to the contrary, funds appro-
priated in this item for average daily attendance (ADA) generated
by participants in the Greater Avenues for Independence Program
established by Chapter 1025, Statutes of 1985, may be apportioned
on an advanced basis to local education agencies based on expected
units of ADA, provided that a prior application for such additional
ADA funding has been approved by the Superintendent of Public
Instruction.” :

GAIN Appropriation—Control Section 22.00

Control Section 22.00 of the Budget Bill appropriates $40 million from
the General Fund to the Department of Finance (DOF) to support un-
sgeciﬁed GAIN program costs. Qur concerns and recommendations with
this control section can be found in our analysis of Item 5180-151.

C. OFFICE OF FOOD DISTRIBUTION (ltem 6100-001-687)
We recommend approval.

The Office of Food Distribution (OFD) administers the Surplus Food
program. Under this program, the OFD receives surplus food commodi-
ties donated from the United States Department of Agriculture (USDA)
and distributes them to schools, child care centers and food programs for
the elderly. Local agencies that receive commodities under the Surplus
Food program are assessed processing and handling charges ($2.50 per
unit of donated food) that are sufficient to cover 100 percent o the office’s
costs. '

The OFD also administered the Temporary Emergency Food Assist-
ance program (TEFAP). Under this program, agricultural commodities
are distributed to food banks, charitable institutions and other nonprofit
agencies. Administrative responsibility for this program, however, was
transferred to the Department of Social Services (DSS) effective October
1, 1986. Accordingly, expenditures and activities related to this program
are reflected in the DSS portion of this Analysis (Item 5180).

Table 40 shows the value of food distributed, as well as the costs of
administering the Surplus Food program, from 1985-86 through 1987-88.

Table 40 shows that, during the budget year, the OFD will distribute an
estimated $96 million in donated food commodities—a decrease of $21.8
million due to a large one-time food purchase expenditure in 1986-87.

Table 40 also shows an expenditure of $14.4 million for administrative
costs in 1987-88—an increase of $950,000, or 7 percent—over estimated
1986-87 expenditures due primarily to the purchase of a prefabricated
refrigeration unit for the program’s Southern California warehouse. The
decrease in personnel-years reflects the transfer of the positions associated
with TEFAP to the Department of Social Services.

Our analysis indicates that this program is meeting its intended purpose.
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Table 40

Department of Education
Office of Food Distribution—Surplus Food Program
Distribution Activity and Administrative Costs
1985-86 through 1987-88
(dollars in thousands)

Change From
Actual . Est Prop. 1986-87
1985-86 1986-87 198788 . -.Amount . Percent
Total value of food distributed ® ... $92,409 17,7245 §95966  —$21,757 —185%
Number of agencies participating.. . 2,850 - 2,950 3,000 50 L7
State administrative costs  uuomersren. $8,437 $13,428 $14,380 $952 . “1.0%
Personnel-years " 875 96.0 910 ~50 = =52

2 Donated Food Revolving Fund.

b Includes “bonus” food commodities.

¢ Includes $21.8 million from one-time dairy herd buyout.

dThe state is reimbursed for these costs through fees charged to local agencies. ' - -

IV. STATE DEPARTMENT OF EDUCATION

This section discusses the overall administrative budget for the State
Department of Education (SDE), as well as those administrative activities
which are not tied to a particular local assistance program, such as the
California Assessment Program (CAP) -and the Private Postsecondary
Education division. Administrative issues related to particular local assist-
ance programs are discussed in connection with the programs themselves.
Issues related to the State Library, the state special schools, and the Office
of Food Distribution within SDE are discussed elsewhere in this analysis
and are not treated here.

A. OVERVIEW OF THE DEPARTMENT'S BUDGET FOR 1987-88
(Items 6100-001-001 and 6100-001-890)

Table 41 shows state operations expenditures for the State Department
of Education (excluding the State Library, state special schools, and Office
of Food Distribution) in the prior, current, and budget years. These ex-
penditures are proposed at $80.8 million in 1987-88, of which $38.7 million
is requested from the General Fund, and $37.8 million is requested from
federal funds. The General Fund amount is $109,000, or 0.3 percent, below
the current-year support level. (The table has not been adjusted to reflect
any potential savings in 1986-87 which may be achieved in response to the
Governor’s December 22, 1986 directive to state agencies and depart-
ments to reduce General Fund expenditures.) '

Significant General Fund Changes in 1987-88

Table 42 shows the components of the net $109,000 decrease in General
Fund support proposed for the State Department of Education in the
budget year. As the table shows, the budget proposes (1) a total reduction
of 81,246,000 to the existing budget, and (2) a total increase of $1,137,000
to fund various program changes in the budget year. -~ - :
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Table 41
Department .of Education
State Operations Funding °
1985-86 through. 1987-88
{dollars in thousands)
Change From

Actual Est. Prop. 1986-87
1985-86 . 1986-87 1957-88  Amount  Percent

Department of Education Funding:

General Fund $37,586° $38,844°  $38,735 —8109 . —03%
. Federal funds 36,235 37,956 37,759 -197 —0.5
Special Account for Capital Outlay ..... 4 61 0 —61 -100.0
Driver Training Penalty Assessment.... 513 632 811 179 28.3
Private Postsecondary Administration 936 923 971 48 © 52
State School Building Lease Purchase 483 715 1,090 375 52.4
First Offender Program Evaluation...... 1 13 13 S - —
State Child Care Facilities .......ccooouseeenes — — 159 159 N/A
Special Deposit 613 1,088 - 1,173 85. 78
State Instructional Materials .........ccov..... -38 — — — —
Student Tuition Recovery ... 58 50 50 — —
Subtotals . $76391  $80,282 .. $80,761 $479 0.6%
Reimbursements . $3,477 $5,073 $4,062 —$1011 —-19.9%
- Totals ... : : ‘ $79 868 $85,355 $84,823 —$532 —0.6%

2 Excludes'state special schools, Office' of Food Distribution, and State Library.
b Includes $300,000 for the College Admission Test Preparation Pilot Project (Ch 1210/85), displayed in
the. Governor’s Budget as a local assistance expenditure.
¢ Includes a total of $990,000 for (1) the California Assessment Program ($690,000) and (2) the College
) Admxsswn Test Preparation Pilot Project ($300,000), that was, in the current year, appropriated in
" a local assistance item (6100-107-001) and transferred to the state operatlons item.

Table 42

Department of Education
Proposed 1987-88 General Fund Changes
State Operatlons
(dollars in thousands)

1986-87 Expenditures (Revised) $38,844 "
Changes to Existing Budget: ‘ —$1,246
~ Elimination of one-time funding in 1986—87 e —$688
Special Adjustment © =369
Transfer of Temporary Emergency Food Assistance Program (TEFAP)
the Department of Social Services —150 !
Public Employees’ Retirement System rate TeduCtOn ........eoeeoeeserssivernies -38
" Other changes oeer” -1
Program Change Proposals: .....: . : - 1137
California Assessment Program—6th grade test ... $400
California Assessment Program—12th grade test 400
Greater Avenues for Independence—staff support ) 136
Financial Management Atfwsory Committee—project support - 64
Continue Micro Computer Advisory Committee (Ch 1150/86) 40
Continue Special Education Task. Force 40
Continue teacher salary data base.. 40
~ School crime reporting (Ch 1607/84) |
1987-88: Expenditures (Proposed) : . $38,735 -
Change from 1986-87: :
Amount —$109
Percent —0.3%

4 Excludes state special schools, Office of Food Distribution, and State Library.

b Includes a total of $990,000 for (1) the California Assessment Program ($690,000) and (2) the College
Admission Test Preparation Pilot Project ($300,000), that was, in the current year, appropriated in
a local assistance item (6100-107-001) and transferred to the state operations item.
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The $1,246,000 reduction to the baseline budget primarily reflects (1)
the elimination of one-time funding in 1986-87 (—$688,000), (2) a one
percent special adjustment reduction (—$369,000), and (3) the transfer of
the administration of the Temporary Emergency Food Assistance Pro-
gram (TEFAP) to the Department of Social Services (—$150,000). The
$1,137,000 increase in program change proposals primarily reflects aug-

-mentations for (1) the development of additional 6th and 12th grade

subject matter tests in the California Assessment Program -($800,000 and
5.2 personnel years), and (2) the department’s activities relating to the
Greater Avenues for Independence (GAIN) program ($136,000 and 2.9
personnel years).

Personnel. The budget proposes a total of 1,296 personnel years
(PYs) supported from all funds in 1987-88—an increase of 16.6 PYs, or 1.3
ﬁercent. This increase is composed of (1) an increase of 8.1 PYs, supported

om the General Fund, for the programs described above and (2) in-
creases, supported from special funds, of 3.8 PYs for school facilities pro-
grams, 2.8 PYs for child care capital outlay programs, and 1.9 PYs for the
School Bus Driver Instructor Training program.

B. IMPLEMENTATION OF MANAGEMENT STUDY RECOMMENDATIONS

We recommend that the State Department of Education be prepared to
report during budget hearings on the steps it is taking to implement the
Price Waterhouse recommendations relating to the department’s informa-
tion resources management.

In the 1985 Budget Act, the Legislature directed the Legislative Analyst
to contract with a firm to study and develop recommendations concerning
the management of the State Department of Education (SDE). Based on
a competitive bid process, the firm of Price Waterhouse was selected to
conduct the management study which was completed on June 18, 1986.

The Price Waterhouse report makes four major recommendations in
the areas of (1) human resources management and development, (2)
comprehensive management information, (3) fiscal information, and (4)
information resources management. In addition, the report makes nine
other individual recommendations that deal with more specific problem
areas. For each of the recommendations, the report details specific action
steps for its implementation, and provides a timeline and estimated im-
plementation costs.

In our review which follows, we find that, in general, the SDE is taking
the appropriate steps to implement the recommendations. With respect
to the area of information resources management, however, we find that
the department is lagging in its implementation of several recommenda-
tions.

1. Human Resources Management and Development. The report
commends the department’s efforts to improve the management and
development of its personnel resources, and recommends that these ef-
forts continue. With the exception of one specific recommendation—to
provide a formal training program for managers and supervisors—the
report estimates that any changes in this area can be implemented within
the department’s existing resources. The report estimates that a formal
training program would cost between $40,000 and $100,000 depending
upon the extent to which outside contractors, State Training Center re-
sources, or departmental staff are used.
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In response to these recommendations, the department is (1) develop-
ing a fiscal training package for managers and supervisors, (2) requiring
that each employee receive a performance review each year, (3) requir-
ing each branch to develop annual training plans based on the perform-
ance reviews, and (4) exploring ways to implement a “tour of duty”
concept, in order to meet limited-term needs for personnel with expertise
in specific areas of education. The SDE also requested $100,000 to fund a
formal management training program; this request, however, was not
included in the Governor’s Budget. Therefore, if the SDE is to provide this
training in the budget year, it will have to be done through redirection of
existing resources.

2. Comprehensive: Management Information. The report recom-
mends that the SDE develop and implement an operational and budget-
ing information system that is designed to record the amount of time spent
by staff, the amount of other costs incurred, and the volume of work
performed in meeting established objectives of the department, complet-
ing major projects, and/or performing major routine activities. The report
recommends a five-year time frame for the implementation of this recom-
mendation, and specifies that during 1986-87, the SDE should develop
management policy, strategy and objectives with regard to the need for,
and application of, management information.

Currently, the department is assessing its existing systems to determine
whether better coordination of these existing systems can produce the
needed management information.

3. Fiscal Information. The report recommends that the SDE de-
velop and implement immediately a program to improve the timeliness
and accuracy of expenditure reporting.

To implement this recommendation, the department is (1) developing
a training program on expenditure reporting, (2) continuing efforts to
monitor availability of federal funds and reporting such balances for budg-
etary use, (3) evaluating the existing Program Cost Account/Index struc-
ture for improvement, and (4) developing a division-level budget report
for state operations.

4. Information Resources Management. The report recommends
that the SDE develop, implement, and maintain a long-range plan for
information resources management that supports the department’s over-
all strategic direction and priority programs, and guides current efforts to
take advantage of new technologies. The report strongly stresses that the
department must recognize that planning must take place on a coordinat-
ed, department-wide basis, with the proper involvement and influence of
data users. The study further finds tgat the absence of a long-range plan
has led to a fragmented approach to information management, which has
resulted in a system that is characterized by many independent systems
that cannot share common data. :

Our experience in requesting information from the department is gen-
erally consistent with this finding. For example, the department is unable
to provide information on the total amount of funding each school district
receives from all state-funded general purpose and categorical programs.
While we acknowledge that the provision of this information now may
require a significant effort in integrating data from diverse sources
throughout the department, we believe that it is basic information that the
department should be able to provide. Certainly, proper planning and
coordination initially could have made such data integration possible.
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In an “information intensive” organization such as SDE, effective infor-
mation management can contribute significantly to the overall effective-
ness of the organization in its mission of improving the quality of
education in California. Price Waterhouse finds t%at the key to effective
information management is planning that takes place on a coordinated,
department-wide basis with significant involvement of data users. Accord-
ingly, the report presents recommendations that, if acted upon, would
move the department in this direction.

Our review finds, however, that the department does not appear to be
actively moving in the desired direction. Examples of specific recommen-
dations where the department’s implementation efforts appear to be lag-
ging include the following: :

a. Strengthen the authority of DPAC. The report recommends that
the Data Processing Advisory Committee (DPAC), (which is made up of
data users) be given the authority for ing department decisions re-
garding data processing policy standards and major acquisitions so that the
users have significant influence on the data processing activities upon
which they depend. Currently, the deputy superintendents have this au-
Elhority. The department indicates that it is “evaluating” this recommen-

ation.

'b. Develop a long range plan. The report recommends that DPAC
establish a Long Range Plan Committee, composed of users from each of
the staffs of the DPAC members, to develop a long range plan that in-
cludes an assessment of how information systems can support departmen-
tal missions and goals. The report indicates that this committee should (1)
by August 1986, establish a process for widespread user, management, and
technical staff involvement to ensure support for, and authorship in; the
plan, (2) by December 1986, complete a draft report, and (3) by February
1987, complete the final report. By mid-January 1987, the Information
Systems and Services (ISS) division had completed a preliminary work
plan for developing the long range plan. The work plan indicates that the
long range plan will be completed by April 15, 1987.

We have reviewed this work plan, and find that it is quite thorough. Our
primary concern, however, is that data users do not appear to be par-
tici]ilat’ing in a significant way in the development of the long range plan.
With a few exceptions, the plan will be developed by ISS staff. Input from
data users will come from (1) selected interviews conducted by ISS staff,
and (2) DPAC review of sections of the plan as they are completed (the
work plan, however, does not indicate whether the DPAC will review,
discuss, modify and approve these sections).

c. Appoint a Data Administrator. The report recommends that the
SDE should appoint a Data Administrator to direct departmental efforts
to decide what information it needs, how to collect it, and how to promote
its coordinated use. The report further recommends that the Data Ad-
ministrator should be a high-level professional from within the depart-
ment who has an in-depth understanding of the sources and uses of
education information. In response, the department requested one posi-
tion and funds to support a Data Administrator. The Governor, however,
did not approve this request and the department has not indicated
whether this position is of high enough priority to redirect an existing
position to fill the slot.
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Conclusion. In conclusion, our review finds that overall, the SDE is
implementing the recommendations made in the Price Waterhouse re-
port in a timely manner, and we commend the department for its efforts.
As described above, however, we are concerned that the department is
not moving as actively as desired in the directions intended in the area of
information resources management. Because the management study and
the implementation of the resulting recommendations are of particular
interest to the Legislature, we recommend that the department be pre-
pared to report during budget hearings on the steps it is taking to imple-
ment the Price Waterhouse recommendations relating to information
management.

C. IMPROVING THE QUALITY OF PROGRAM EVALUATIONS

We recommend the enactment of legislation to require that all evalua-
tions focusing on outcomes of K-12 education programs be performed
through an open bid process by outside contractors under contract to the
State Department of Education (SDE), or other appropriate state agency,
in order to ensure objectivity. We further recommend that the Legislature
adopt supplemental report language to require the SDE to submit a
proposed budget for its Program Evaluation and Research Division
(PERD) for consideration during annual budget hearings, in order to
ensure that legislative priorities are adequately accommodated.

In our review of evaluation reports prepared by the State Department
of Education (SDE), we have become concerned with a frequent lack of
quality and relevance of those reports to legislative needs. Specifically,
evaluations often either (1) lack the methodological rigor that is necessary
to draw confident conclusions from the results or (2) fail to address impor-
tant policy issues regarding the impact of the program being evaluated.
In the following discussion, we describe these problems and their possible
causes, and make recommendations for improving the evaluation process.

The Purpose of Evaluation. In the most general sense, the purpose
of most evaluations is to determine the “value” or worth of a program. In
making this determination, the evaluator must attempt to ascertain the
degree to which a program’s objectives are being met and the extent to
which the achievement of objectives is attributable to the program (as
opposed to other, outside influences).

If the evaluator. is successful in obtaining accurate measures of a pro-
gram’s worth, this information can be used to plan program improvements
and to help establish funding priorities among programs. Specifically,
evaluation results can help policy makers to decige whether a program
should be continued in its present form, modified, or abandoned. The
results of evaluiation can also help policy makers in allocating funds amon
different programs and to determine which ones are worthy of (or coulg
benefit from) additional funding.

Evaluators often differentiate between two ditferent kinds of evaluation
—formative and summative—that serve different purposes. Formative
evaluation focuses on implementation and attempts to determine how a
program is actually administered. Summative evaluation focuses on out-
comes, and attempts to determine the degree to which program goals are
being achieved.

Both types of evaluation are important for policy analysis. For example,
if a summative evaluation shows that a program’s objectives are not being
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met, a formative evaluation may help to explain why. It may show, for
example, that the program has not been implemented as designed. In this
case, the failure of the program to achieve its objectives may not be solely
attributable to a faulty design or plan, but may instead reflect poor im-
plementation. A corrective policy change, therefore, might focus on im-
proving implementation, rather than on program redesign.

Limits of Evaluation. Although evaluations can inform policy deci-
sions, there are limits to the kinds of answers that policy makers can expect
from evaluation. The most important (and frustrating) limitation for pol-
icy makers is that evaluations rarely—if ever—provide definitive answers
to questions of program effect. The primary reason for this is that most
evaluations of education (and other social) programs take place in natural,
or “real world” settings, instead of in controlled, experimental settings,
such as laboratories. ' .

In a typical evaluation design, the effect of a particular program, or
treatment, is assessed by comparing a treatment group with a control
group (a group that receives no treatment or an alternative treatment).
In a laboratory setting, all outside factors that may influence the outcome
of the experiment can be eliminated or tightly controlled, so that the
results can be attributed to the treatment with a high level of confidence.

In a natural setting, on the other hand, outside influences are always’

present and are not easily controlled. ]
For example, in attempting to determine the impact of a new reading
program on reading achievement, an evaluator may compare the reading

scores of a group of students who participated in the new program with

the scores of similar students who did not. But in a natural setting, the
presence or absence of a reading program will not be the only factor that

influences differences in reading scores. Other contributing factors would
include student desire to improve, family background, and physical -

health, among other things.
Evaluators have developed methods to attempt to control for these
“outside” influences, but these methods involve a number of assumptions

about actual relationships that are often tenuous and sometimes unjusti-. -
fied. In addition, there may be additional influencing factors that are not .

recognized by the evaluator, and are therefore not accounted for in the
evaluation methodology. For these reasons, evaluations of education pro-
grams are often inconclusive. - C ;

In addition, much evaluation is a subjective process—as implied by its
root word, “value.” The elements of subjectivity can be reduced, but they
cannot be entirely eliminated. Sometimes, for example, the desired effect
of a program is not directly measurable. In such cases, evaluators must

measure a related effect, or phenomenon, that is assumed to be a “proxy”

for the phenomenon in question. Program evaluation, therefore, often
tends to be more of an “art” than a “science.” While this results in limits

to the contribution that evaluation can make to policy making, it should .
evaluations from fulfill-

not—in our opinion—preclude properly designe
ing an influential role. sk .

Who Decides What to Evaluate. Most evaluations of statewide K-12
education programs in California are performed by the SDE, or by public-
or private-sector contractors under contract to the SDE, the Legislative
Analyst’s Office, or another state agency, such -as' the California Post-
secondary Education Commission. Studies that are done under contract
are usually required by specific legislation, which typically identifies the
questions to be addressed and appropriates funds for the evaluation. Stud-




1042 / X-12 EDUCATION Item 6100

DEPARTMENT OF EDUCATION—Continved

ies'done by the SDE are usually done by the Program Evaluation and
Research Division (PERD), which is the department’s centralized data
collection, analysis, and evaluation unit.
Evaluations performed by the Department of Education generally fall
into three categories: - .
« Annual or other periodic evaluations required by statute, such as the
annual consolidated programs evaluation, sunset reports, and the an-
nual evaluation of demonstration programs in reading and mathemat-
ics; ‘
"o One-time evaluations required by specific legislation, such as the
evaluation of pilot programs; and
‘e Evaluations required by department management, such as school
performance reports.

Most evaluations and reports produced by the SDE are periodic reports
required by statute.

Evaluations required by department management include special stud-
ies, for which the Legislature has provided a generic authorization (Edu-
cation Code 33406). Special studies may focus on educational programs,
school management practices, information dissemination activities, staff
development, and evaluation improvement, .

In planning for special studies, the SDE is required by statute to submit
to the State Board of Education and the Legislature, by each February 15,
a proposal for the continuance or initiation of special studies for the suc-
ceeding fiscal year. The statute further requires the proposal to specify the
resources to be devoted to each study and the date by which the study
shall be reported. This proposal could provide a useful vehicle for inserting
legislative priorities into planned evaluation activities. In recent years,
however, the SDE has not complied with the requirement to submit it to
the Legislature. _

Problems with SDE Evaluations. The inherent limitations of evalua-
tion (described above) are often problematic, especially if expectations of
the results of an evaluation are unreasonably high. Many evaluations,
however, fail to fulfill even the most modest expectations. Some evalua-
tions falling into this category fail to address the relationship between a
program’s outcomes and its objectives. Others are poorly designed, so that
the results are not meaningful. Both types of poor-quality evaluations fail
to provide meaningful information on fundamental policy questions relat-
ed to.a program’s effectiveness. .

We find many of the SDE’s evaluations to be of poor quality. The depart-
ment’s sunset review evaluations of categorical programs are of particular
concern in this regard. The problem is not that these evaluations fail to
provide definitive answers to questions of program success, but that some
provide scarcely any meaningful and useful information at all. Specifically,
most of the department’s sunset review evaluations fail to:

e Articulate the program’s goals in measurable terms;

‘» Analyze the degree to which the program achieves its goals;

« Diagnose program weaknesses (areas of needed improvement); and

e Discuss the policy implications of the findings.

Instead, the department’s sunset reports typically provide a description
of the program (based:on legislative and administrative requirements
rather than on actual implementation), information regarding the achiev-
ment of students in the program (but with no attempt to relate achieve-
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ment to program participation), and a recommendation that the program
be continued and/or expanded. Other department evaluations, sich as a
recently-completed evaluation of specialized secondary schools, also ap-
pear to be a pro forma fulfillment of a legislative requirement, and not a
serious attempt to. identify a program’s strengths and weaknesses with
respect to its objectives.

A final problem is posed, not by poor evaluation, but by the absence of
any evaluation at all. Evaluation often entails some risk and uncertainty,
and program administrators are sometimes reluctant to expose their pro-
grams to those conditions. Accordingly, evaluations of state programs usu-
ally do not occur unless required by legislation. Sometimes, such a
requirement is absent.

Reasons for the Poor Quality of SDE Evaluations. We have identi-
fied several possible explanations for the poor quality of many SDE evalua-
tions. These include:

o Evaluators misunderstand the desired product of evaluation.
Evaluators sometimes assume, for example, that legislators are more
interested in formative than summative evaluation. Accordingly, re-
ports will contain information on how a program has been imple-
mented, but not on program impact.

o Evaluators are “too close” to a program. Evaluations are some-
times done by those who are responsible for the management or
implementation of a program. Such individuals, rightfully, have an
investment in the program and are committed to its success. It is
difficult for them, therefore, to assume the level of objectivity and
independence that is necessary to perform a disinterested, critical
program review. Even the “independent” evaluators in PERD may
be unable to detach themselves from the SDE’s commitment to the

_ programs being evaluated.

o Sufficient departmental resources are not provided for a high-quality
evaluation. Evaluations that are deemed by the department to be
of low priority get “last take” of available resources. We have identi-
fied several instances, for example, of legislatively-required evalua-
tions that are identified in department budget documents as
“unfunded objectives.” Departmental resources are not directly al-
located to these evaluations. Instead, they are performed in conjunc-
tion with other projects, as “slack” resources Eecome available.

o Evaluators are not properly trained. This is particularly likely
when the evaluation is performed by a program administrator, in-
stead of by an independent evaluator. In such cases, the person con-
ducting the evaluation is unlikely to be trained in evaluation design,
statistical analysis, or other important facets of evaluation.

Solutions. We believe that there are two fundamental steps that
the Legislature can take to improve the quality of K-12 evaluations and
to make the evaluations more relevant to policy making. These are (1) to
require that all summative evaluations be done by evaluators under con-
tract to the SDE or another state agency, and (2) to require the SDE to
submit its PERD budget and proposed evaluation activities to the Legisla-
ture for consideration during budget hearings each year.

Earlier in this analysis, we desecribed the difference between formative
and summative evaluation. We believe that the SDE, through PERD, is
the appropriate agency to perform formative evaluations, because it has
primary responsibility for the collection and analysis of statewide educa-
tion data. The performance of these functions, along with the SDE’s coor-
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dinated compliance review, technical assistance programs, and other on-
going activities, gives the department the information base and expertise
needed for performing high-quality formative evaluations.

Summative evaluations, or evaluations of a program’s impact, are best
performed by evaluators outside of the SDE, however, in order to ensure
independence and objectivity. These outside evaluators may serve under
contract to either the SDE or another state agency, such as CPEC, as the
Legislature deems appropriate. Accordingly, we recommend the enact-
ment of legislation that requires that formative evaluations (as defined)
of K-12 education programs be done by PERD, while summative evalua-
tions (as defined) be done by an outside contractor. We further recom-
mend that the legislation (1) require that contracts for summative
evaluations be awarded on the basis of an open, competitive bidding
process, (2) that appropriate legislative and executive branch staff be
involved in developing requests for proposals (RFPs) and in reviewing
proposals, and (3) specify standard components of an evaluation report,
including all of the following: o ’

¢ A summary of the study’s objectives and assumptions;

o A description of problems encountered during the study, the
strengths and weaknesses of the study design, the limits of the data,
the limitations of study techniques, and an assessment of the reliabili-
ty of study findings; ,

« 'An explanation of study findings, together with a summary of possible
alternative explanations and an assessment of their probable validity;

o A discussion of the meaning and implications of study findings, pre-
senting alternative possible conclusions, together with the preferred
conclusions of the report’s authors; and

e Where an evaluation is tied to a specific policy decision, a policy
recommendation based on the evidence developed in the report, an
explanation of alternative policies and their expected consequences,
or a statement that the evidence is not sufficient to support a recom-
mendation, together with a description of what additional informa-
tion is needed. '

By involving legislative staff in the RFP process for evaluations, and by
identifying the standard components of evaluation reports, the Legisla-
ture will greatly increase the likelihood that these reports will provide
useful, policy-relevant information.

In addition to taking these steps, we believe that the Legislature should
exercise stronger oversight of PERD. To accomplish this, we further rec-
ommend that the Legislature adopt the following supplemental report
language in Item 6100-001-001, requiring the SDE to submit its proposed
PERD budget for legislative review during budget hearings:

“It is the intent of the Legislature that, no later than January 15, the

State Department of Education shall annually submit a proposed budget

for its Program Evaluation and Research Division (PERD) for the fol-

lowing fiscal year. The budget shall include (1) a description of how

PERD resources are proposed to be allocated among the various divi-

sion objectives; (2) a listing in priority order, of PERD evaluation and

reporting activities and their associated funding levels; and .(3) the

%)“eé:ia,l’ studies proposal required by Section 33406 of the Education

ode. : .
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D. PUPIL ASSESSMENT

Current law authorizes three statewide pupil asessment programs—the
California Assessment Program (CAP), the Golden State Examination
(GSE) program, and the California High School Proficiency Examination
t() ClHSPE) . Two of these programs—CAP and GSE—are discussed in detail

elow.

1. Celifornia Assessment Program

We recommend that the Legislature reduce the proposed General Fund
appropriation for CAP by $198,000 and adopt Budget Bill language direct-
ing the Department of Education to allocate $602,000 for the development
of a basic skills test in grade 10, in order to meet legislative priorities at that
grade level prior to expanding the testing program at other grade levels.
(Reduce Item 6100-001-001 by $195,000.)

The California Assessment Program (CAP) is designed to provide infor-
mation regarding K-12 student performance. Under this program, stan-
dardized achievement tests are currently administered to all public school
students in grades 3, 6, 8, and 12. The results are reported on a schoolwide
and districtwide basis.

Budget Proposal. The budget proposes $5.7 million for CAP in 1987
—88. As shown in Table 43, this funding is derived from two sources: (1)
a General Fund appropriation of $4.4 million in the department’s main
support item (6100-001-001), and (2) a federal fund appropriation of $1.3
million from ECIA Chapter 2.

Table 43

Department of Education
Funding for the California Assessment Program
1985-86 through 1987-88
(dollars in thousands)

Change
Actual Est. Prop. from 1986-87
1985-86 1986-87  1987-88 Amount Percent

Funding Source

General Fund $3371°  $3447 $4.415 $968  281%
Chapter 2 (Federal) 1,144 1,951 1,951 - =
Totals $4,515 $4,698 $5,666 $968  20.6%

# Includes reappropriation of $600,000 from 1984-85.

The proposed General Fund amount represents a significant increase of
$968,000 (28 percent) over the current-year funding level. This increase
consists of the following components:

o $168,000 for increased contract costs for test maintenance;

¢ $400,000 (and 2.6 personnel years) for the first year of development

of a history/social science exam and a science exam in grade 6; and

o $400,000 (and 2.6 personnel years) for the first year of development

of a history/social science exam and a science exam in grade 12.

Current Status of Testing Program. Prior to the enactment of SB
813 (Ch 498/83), CAP tests were administered only to students in grades
3, 6, and 12. The subject matter tested was limited by statute to “basic
skills,” such as reading, writing, and basic mathematics. Senate Bill 813
expanded the program to require the testing of students in grades 8 and
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10. It also required the State Board of Education to expand the range of
subject matter tested.to include higher-level “content courses,” such as
literature, history, and science. In addition, SB 1889 (Ch 1697/84) required
that an expanded grade 12 CAP test be available for use beginning with
the 1985-86 school year, and be updated every three years thereafter.

In response to these requirements, the Department of Education has
implemented a basic skills test for grade 8 and will implement the revised
grade 12 test (also covering the basic skills areas) during the 1987-88
school year. In addition, it has implemented tests of (1) higher-level con-
tent courses in grade 8, and (2) basic skills in reading, written expression,
and mathematics in grades 3, 6, 8, and 12. The department has not, howev-
er, developed the required tests for grade 10.

No Funding for Grade 10 Test Development. As noted, the Gover-
nor’s Budget proposes to provide an additional $800,000 to extend the
range of subject matter tested in grades 6 and 12 (where CAP tests are
currently administered), but proposes no funds to begin development of
a basic skills CAP test in grade 10. The Department of Education indicates
that the development of a grade 10 test in the budget year would require
$602,000 and 2.6 personnel-years. '

Ideally, if funds were available, the state should develop both the high-
er-level tests in grades 6 and 12 and a basic skills test in grade 10. With
limited funds, however, we believe that it is a higher priority to develop
the statutorily required grade 10 basic skills test first, before adding to
existing tests in grades 6 and 12. In this manner, the Legislature would
have information on levels of student performance in grades 3, 6, 8, 10, and
12. The budget proposal, in contrast, would result in an “information gap”
between grades 8 and 12.

Recommendation. Furthermore, because development of the grade
10 basic skills test is less expensive than development of the higher-level
tests in grades 6 and 12, a secondary benefit of this alternative approach
is that the CAP budget can be reduced by $198,000 and 2.6 personnel years.
We therefore recommend the adoption of the following Budget Bill lan-
guage in Item 6100-001-001:

“Of the funds appropriated in this item for the California Assessment
Program, $602,000 shall be allocated for the development of the basic
skills test (including reading, written expression, and mathematics) for
implementation in grade 10.”

CAP Contracting Procedures Need Revision

We recommend that the Legislature (1) adopt Budget Bill language
requiring the Department of Education to award contracts for CAP test
maintenance through an Invitations for Bids procedure; and (2) adopt
supplemental report language requiring the Department of Education to
develop criteria for determining which method it will use to evaluate
contract proposals, because contracting procedures currently used by the
department may not ensure the lowest feasible contract cost.

The cost of the California Assessment Program (CAP) has increased by
51 percent since 1983-84. Part of this rise is associated with the cost of
adding the required tests in additional subject matter areas and grade
levels. A substantial portion of this increase, however, is associated with
costs of administering existing tests. In 1984--85, for example, it cost $515,-
359 to administer the basic skills test in grade 3. In the current year, it is
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costing $690,000 to administer the same test—an increase of 34 percent in
two years.

According to the Department of Education (SDE), much of the overall
increase in the cost of CAP is attributable to increases in the costs of
contract services. In the current year, approximately three-fourths of
CAP’s $4 million budget is allocatedy for such services, related to both test
development and test maintenance. Test development functions include
the development of test questions and scoring guides, as well as field
testing and analysis. Test maintenance activities include the design, print-
ing, packaging, distribution, and collection of testing materials; scoring of
the tests; analysis of the data; and preparation and distribution of prelimi-
nary and final reports. Contracts are awarded via a competitive bidding
process, and most are for a one- or two-year duration. ’ v

The SDE further attributes increases in the cost of contract services to
changing market conditions. Specifically, more states are establishing or
expanding testing programs, increasing the demand for specialized serv-
ices. At the same time, the number of providers of these services has
declined. The combined effect of increased demand and reduced supply
has contributed to the higher cost of contract services.

We agree with the department’s assessment of the market conditions in
this area. These conditions, however, only underscore the need to employ
contracting procedures that promote maximum cost control. Unfortunate-
ly, the procedures followed by the department may, instead, exacerbate
tille problem.

SAM Requirements. The State Administrative Manual (SAM) de-

scribes two methods of procuring contracts through a competitive bidding
process: Invitations for Bids (IFBs) and Requests for Proposals (RFPs).
IFBs set forth specific requirements for the accomplishment of a given
objective. The evaluation of proposals received from IFBs requires only
a simple determination of whether all requirements have been met, and
the contract must be awarded to the lowest responsible bidder meeting
these requirements. RFPs, on the other hand, describe a problem to be
solved or issue to be addressed, and require the bidder to describe the
approach that will be taken. '

There are two methods, described by SAM, for evaluating RFPs.

The first method requires that proposals be reviewed to determine
which ones meet the basic requirements of the RFP and that the contract
be awarded to the lowest-price bidder meeting those requirements.

The second method involves a review of proposals by a committee
according to criteria specified in the RFP. This procedure does not require
that the contract be awarded to the lowest-price bidder, but it does re-
quire that the price offered by the bidder be given “significant weight”
in the scoring formula. That is, only if other things were equal would
low-cost proposals be given more weight than high-cost proposals. Under
this system, the contract is awarded to the bidder with the highest point
total generated by the scoring formula. According to SAM, this latter
method is to be used only “in those rare instances when agencies seek a
unique solution to a specified problem which will not necessarily be re-
solved by the lowest bidder.” This method, however, is routinely used by
CAP for all contracts. ' :

Recommended Budget Bill Language Related to Test Maintenance.
Based on our review of SAM guidelines, our analysis indicates that services
relating to test maintenance would be more appropriately procured
through IFBs, rather than RFPs. This is because the requirements of ‘test

34—75444
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maintenance are well-known and do not change significantly from year to
year. Moreover, because the process of contracting through IFBs requires
the department to contract with the lowest responsible bidder, and be-
cause potential bidders are familiar with that requirement, we believe
that this system would result in lower bids and lower contract costs for
CAP. Accordingly, we recommend that the Legislature adopt the follow-
ing Budget Bill language in Item 6100-001-001: '
“Of the funds appropriated in this item for the California Assessment
Program, none shall be expended for new contracts for test mainte-
nance, unless those contracts have been procured through the Invita-
tion for Bids procedure, as described in Section 1210 of the State Ad-
ministrative Manual.”

Recommended Supplemental Language Related to Test Development.
Our analysis also indicates that the RFP procedure used by CAP (the
second method described above) may not always be appropriate for test
development. Specifically, the department has developed several new
tests over the past few years. Usually, this involves developing tests in
similar subject areas, but at different grade levels. As a result of this
experience, we believe that the department has acquired the knowledge
that is necessary to develop RFPs that contain highly specific require-
ments and standards for test development. The bids that are generated by
such RFPs can be evaluated (using the first method described above) on
the basis of whether they meet those basic requirements and standards,
with the contract awarded to the lowest bidder that does.

Recommendation. We recognize, however, that in some cases, such
as the development of a totally new test, the department may need to
employ a method that is flexible with respect to cost. This should be the
exception, however, rather than the rule. Accordingly, we recommend
that the Legislature adopt supplemental report language in Item 6100-001-
001 to require the Department of Education to develop and submit crite-
ria to use in determining which proposal review method to use in evaluat-
ing bids for test development. Specifically, we recommend adoption of the
following language:

“It is the intent of the Legislature that, to the extent possible, the State

Department of Education (SDE) implement a policy of awarding con-

tracts for the development of California Assessment Program tests to

the lowest bidder, and that proposal review procedures that do not
require that the lowest bidder be awarded a contract be used only by
exception. Accordingly, the SDE shall establish written criteria for de-
termining when it will employ either of the two proposal review meth-
ods described in Section 1213 of the State Administrative Manual by
September 1, 1987.”

2. Golden State Examinations

We recommend that funding for the Golden State Examination program
be eliminated, because the program’s costs far exceed its likely benefits,
for a General Fund savings of $392,000 and a potential future General
Fund cost avoidance of $11.7 million (one-time) and $12.4 million (annu-
ally). (Reduce Item 6100-001-001 by $392,000.)

The Golden State Examination program was authorized by Senate Bill
813 (Ch 498/83) to recognize the achievement of high school students in
specified academic areas. When the program is fully implemented, stu-
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dents in participating school districts will be eligible to take a variety of
academic subject matter examinations. A student attaining a qualifying
score will receive an honors designation in the tested subject, which will
be affixed to his or her diploma. The Department of Education is required
to develop a test in each of the following areas:

o English literature and composition,

.« Mathematics,

o Laboratory sciences,

o United States history,

« Foreign language, and

o Health sciences. o

In addition, the Superintendent of Public Instruction may designate
other areas. :

As shown in Table 44, the superintendent has expanded the program to
encompass 18 individual tests.

Table 44

State Department of Education
Planned Golden State Examination Subject Argé Tests

Legislative Requirement ' Department of Education Objective
ENGLISH LITERATURE . AND COMPOSITION .......ovcommeenmmessesssnsonces Level I
. Level II .
MATHEMATICS. : . Beginning Algebra
Geometry
Advanced Algebra -
' , Math Analysis-
LAB SCIENCE ..... : Biology
L © . Chemistry
Physics
. Earth Science,
HISTORY/SOCIAL SCIENCE . US. History . o
World History/Culture
Economics
: ) Government/Civics
FOREIGN LANGUAGE Spanish
) : B : French
" German :
HEALTH SCIENCES : Health Sciences.
The department has completed the development of two exams—begin-
ning algegra and geometry—and has begun development of a third—U.S.
history. :

Costs of Test Development and Maintenance. As shown in. Table
45, the department currently estimates a cost of $394,000 to develop each
test for the Golden State Exam program. This. amount represents a cost
of $197,000 per year for a two-year development period. The department
further estimates a cost of $317,000 per test for the initial implementation
and an annual cost of $690,000 per test for maintenance. For the 18
planned tests, this comes to a total cost of $7.1 million for development;
$5.7 million for implementation; and $12.4 million per year for mainte-
nance. . (These projected costs are in current dollars, and make no allow-
ance for inflation-related cost increases which are likely to occur.)
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Table 45
State Department of Education
Funding Requirements for the Golden State Exam Program
{dollars in thousands)

Total Cost
Cost per Test 18 Tests
Development * $394 $7,092
Implementation * 317 5,706

Maintenance ® 690 112,420

2 One-time cost.
b Annual cost.

Golden State Exam Fails Cost-Benefit Test. Our review indicates
that there are no state or student benefits of a magnitude sufficient to
justify the cost of this program. Because it is an optional test, and addressed
only to above average students, the program will not produce any infor-
mation on the overall achievement levels of students in California. This is
because the test results of a self-selected sample of students cannot be used
to make inferences about the ability of California high school students in
general, or even about above average students in particular.

By offering the opportunity to earn an honors designation on one’s high
school diploma, the program may encourage some students to enroll—and
do well—in higher-level academic courses. This incentive exists, however,
in other programs. For example, students who wish to enter the University
of California or the California State University must take a specified num-
ber of designated academic courses in high school. In addition, many
college-bound high school students opt to take one or more College Board
Advanced Placement tests in order to earn exemption from certain fresh-
man level college courses. For such students, the incentive to take and do
well in academic courses is not likely to be increased by the existence of
a Golden State Exam.

Even if we assume a marginal benefit, the program is extremely costly—
much more costly than originally conceived by the Legislature. Senate Bill
813, for example, appropriated $128,000 to develop éwo exams—a process
that now costs $788,000, or more than six times the original anticipated
cost. We can find no evidence that the Legislature envisioned a $12.4
million annual cost for maintenance of the program. By comparison, the
current maintenance cost of the entire Cahfgrma Assessment Program (a
total of 15 exams at four grade levels) is $4 million.

Recommendation. In order to avoid incurring future costs for a pro-
gram of limited value, we recommend that the funding for the Golden
State Exam program be eliminated, for a General Fund savings of $392,-
000. By eliminating funding at this time, we estimate a future cost avoid-
ance of $11.7 million for further development and 1mp1ementat10n costs
and $12.4 million annual savmgs for maintenance costs.

E. PRIVATE POSTSECONDARY EDUCATION DIVISION (Item 6100-001-305)
We recommend approval.

The Private Postsecondary Education division within the State Depart-
ment of Education regulates private schools in the state, and is the ad-
ministrative arm of the Council for Private Postsecondary Educational
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Institutions. The division is self-supporting, and derives its revenues from
(1) federal reimbursements, (2) Eaes charged to private schools seeking
state licensure, and (3) charges assessed to the Student Tuition Recovery
Fund. (The Student Tuition Recovery Fund reimburses students enrolled
in private postsecondary schools for a portion of their tuition payments
when schools close before the students have completed their instructional
program.)

The budget requests $2.2 million for the division’s state operations in
1987-88, including $971,000 from the Private Postsecondary Education
Fund (Item 6100-001-305), $1.2 million from the Federal Trust Fund, and
$50,000 from the Student Tuition Recovery Fund. The total state opera-
tions budget request represents a $48,000 (2 percent) increase over cur-
rent-year expenditures, which primarily reflects increased funds to
reimburse the California Postsecondary Education Commission (CPEC)
for its participation on the division’s program evaluation teams. The
budget also requests $420,000 from the Student Tuition Recovery Fund for
local assistance expenditures—an amount equal to estimated current-year
expenditures. Qur analysis indicates that, based on the division’s anticipat-
ed workload, the amounts requested are reasonable.

. V. STATE LIBRARY
We recommend approval.

The California State Library (1) maintains reference and research
materials for state government, (2) provides support to local public librar-
ies, and (3) provides library services to the bliind and physically hand-
icapped in Northern California.,

The state operations budget for the State Library supports the mainte-
nance of various library collections (law, reference, Sutro, government
document publications, etc.), the provision of consultant services to public
libraries, and the administration of the California Library Services Act
(CLSA) and the Public Library Foundation Program. The local assistance
component consists of state and federal grants to public libraries and
library agencies, and support of local resource sharing through the crea-
tion and maintenance of a data base covering California public library
materials. ' :

Total funding for the California State Library in the prior, current, and
budget years is displayed in Table 46.

Table 46
California State Library
Expenditures and Funding
1985-86 through 1987-88
(dollars in thousands)
Change

Actual Est. Prop. From 1986-87
1985-86  1986-87 1987-88 Amount Percent

State Operations:
Reference for the Legislature and state agencies ~ $1,020 $2,351 $2,423 $72 3.1%

Statewide library support and development ...... 2,770 3,106 3,092 -4 -05
Special clientele services 1,737 1,714 1,714 — —
Support services 4973 4814 4,928 114 . 24
Special adjustment, 1 percent reduction ............ —106 =106 —

Subtotals $10,500  $11,985  $12,051 ~  $66 0.6%
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Local Assistance: } .
Statewide library support and development ...... $38,263  $43,608 - $43,608 —_ -
Totals $48,763  $55,593  $55,659 $66 0.1%
Funding Source: : :
General Fund. $38284  $42215  $49,266 $51 01%
Federal funds......... 10,466 13,365 13,380 15 01
Reimbursements 3 13 13 — —

As Table 46 shows, the budget requests a total of $55.7 million for the
State Library in 1987-88—an increase-of $66,000, or 0.1 percent, over the
current-year level. The requested amount consists of $42.3 million in Gen-
eral Fund support—an increase of 0.1 percent; $13.4 million in federal
funds—an increase of 0.1 percent; and $13,000 in reimbursements.

Summary of Changes ; v

Table 47 shows that the total baseline adjustments to support the State
Library result in an expenditure reduction of $343,000. The adjustments
reflect the elimination of one-time expenditures (—$237,000) and the
Governor’s proposal for a 1 percent “Special Adjustment” reduction in
state operations funding ($—106,000).

Table 47

California State Library
‘Summary of Proposed 1987-88 Budget Changes
By Funding Source
{dollars in thousands)

General Federal Reimbuz"sé—‘

) ) . Fund Funds ments Totals
1986-87 Expenditures (Revised) ......ierenccisiiienseenns $42.215 $13,365 $13  $55,593
A. Baseline Adjustments . .

1. One-time adjustments —-115 —122 - —237
2. Special adjustment 106 — = - -106

Subtotals, baseline adjustments ...........cemmmssrveennrerens —$221 —$122 —_ —$343

B. Budget Change Proposals ' '
1. Shelving $169 — — $169
2. Local history collection development .............. - $137 - 137
3. Online reference databases ...........ccoomrmmreernemnrrenne 53 —_ _ 53
4. Price increase for books 50 — = 50

Subtotals, change proposals $272 $137 — $409
1987-88 Expenditures (Proposed) .......cwseessmmionsne erene " $42,266 $13,380 $13 $55,659

Change from 1986-87:

Amount $51 $15 —_ $66
Percent ..., 0.1% 0.1% — 0.1%

Table 47 also shows that budget change proposals submitted for the
State Library total $409,000. The funding increases include: '

o Shelving—$169,000 from the General Fund for installation of compact
book storage systems; :

o Local History Collection Development—$137,000 from federal funds
to purchase historical and genealogical materials in microform or
reprint format;

o Online Reference—$53,000 from the General Fund for increased costs
of online reference; and
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e Price Increase for Books—$50,000 from the General Fund for in-
creased costs of books and periodicals.

b 'lI‘he components of the State Library’s budget are described briefly
elow: '

o State Library Support (Items 6100-011-001 and 6100-011-890)—$10.7
million from the General Fund and $1.4 million in federal funds for
the State Library’s operations. The Governor’s Budget proposes to
increase funding for state operations by $409,000 to provide for the
budget change proposals described above. The budget also proposes
to continue $1.3 million in General Fund support, for the secondp year
of a four-year program to automate basic library services.

o California Library Services Act (Item 6100-211-001)—$11.6 million
from the General Fund for support of public libraries and regional
library cooperative systems. This is the same level of support as is
provided in the current year.

e Library Services and Construction Act (Item 6100-211-890)—$12 mil-
lion in federal funds for grants to local libraries to carry out locaily-
initiated service projects. This is the same level of support as is pro-
vided in the current year.

e Public Library Foundation Program (Item 6100-221-001)—$20 million
from the General Fund to supplement local funding for public librar-
ies. This is the same level of support as is provided in the current year.

DEPARTMENT OF EDUCATION—REAPPROPRIATION

Item 6100-490 from the General _
Fund v . . Budget p. E 1

ANALYSIS AND RECOMMENDATIONS
We recommend approval. :

The budget proposes to reappropriate the following amounts on July 1,
1987: o

o the undisbursed balance ($3,579,000) of Item 6100-119-001 (b), Budget
Act of 1986, for the expansion of Opportunity Classes and Programs;

¢ the unencumbered balance of Item 6100-146-001, Budget Act of 1986,
for evaluation of the Demonstration Programs in Reading and Math-
ematics; '

o the unencumbered balance ($35,000) of funds appropriated by Sec-
tions 16 and 17, Chapter 1131, Statutes of 1985, for activities related
to the California State Summer School for the Arts.

Our analysis indicates that these proposed reappropriations are justified

and, accordingly, we recommend that they be approved as budgeted.
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Ttem 6100-495 from the General
Fund Budget p. E 1

ANALYSIS AND RECOMMENDATIONS
The budget proposes four reversions of funding approprlated for K-12
education programs. The first three of these revert to the General Fund
on June 30, 1987, the unencumbered balances of the approprlatlons made
in the followmg acts:
o Chapter 1222, Statutes of 1985 for the purpose of developmg amodel
curriculum on the 1nhuman1ty of genocuf
o Chapter 209, Statutes of 1986, Section 2, for ‘the purpose of reimburs-
ing claims submitted by school districts for costs associated with court-
mandated desegregation programs; and
o Chapter 1299, Statutes of 1985 for expansion of alternatlve payment
programs for ‘child care services.

Our analysis indicates that these reversions are Justlfled and, according-
ly, we recommend that they be approved

Language Reverfmg 1986 School Apportionment Fundmg is Problematic

We recommend that the Legislature amend Budget Bill Ianguage relat-
ing to the reversion of school distriet and county office of education appor-
tionment funding to ensure that various educatzon defi clencles will be
funded in accordance with current law, prior to the reversion. We further
recommend that the Legislature delete $12.9 million requested from the
General Fund for the 1986-87 special education deficiency because cur-
rent law provides for the funding of this deficiency from the current-year
surplus in school district apportionment fundmg (Reduce Item 6100-
161-001 by $12,949,000.)

The budget also proposes language that, on June 30, 1987, would revert
to the General Fund any unexpended school and county office of educa-
tion apportionment funding for 1986-87, as approved by the Director of
Finance, following a review of apportionment entitlements at the 1986-87
Second Pr1n01pal Apportionment in June.

Under current law, funds from a Budget Act appropriation can be com-
mitted for expendlture in the year of appropriation and actually expended
in a three-year period following the appropriation. After this time, the
unexpended balance of the appropriation reverts to the fund from which
it was appropriated. The language proposed in the Budget Bill would
allow the Department of Finance (DOF) to recapture a large anticipated
surplus in 1986-87 school district and county office of education apportion-
ment funding ($38.4 million, as. currently estimated by DOF), at the end
of the current fiscal year. This surplus is due primarily to hlgher than
ancitipated property taxes—which, in turn, reduce the amount required
from the General Fund for apportlonments

We believe that the Governor’s proposal to recapture surplus funds that
would otherwise be unavailable for two more years is a reasonable one.
Our analysis of the language and how it relates to current school finance
policy, however, indicates that it would potentially give the Director of
Finance undue authorlty to supersede legislatively-established priorities
for ensuring that specified education programs are fully funded, prior to
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reverting any. surplus to the General Fund: - .

Specifically, the language appears to give the Director of Finance the
authority to recapture any school apportionment funding that he deems
to be surplus, prior to the Superintendent of Public Instruction’s certifica-
tion of the amount needed at the Second Principal Apportionment to fund
the requirements of existing law. This, in turn, would potentially result in
the creation of funding deficits in the special education program and other
programs. (Under current law, the Superintendent of Public Instruction
is required to use any surplus school apportionment funding to eliminate
deficiencies—including prior-year deficiencies—in the following pro-
grams, in order of precedence: (1) school district and county office of
education revenue limits, (2) special education, (3) home-to-school trans-
portation, and (4) special education transportation.) '

Impact on Special Education.  The budget, in fact; appears to con-
template just this scenario. Specifically, the budget proposes that an an-
ticipated $12.9 million, current-year deficiency in special education be
funded in the budget year. The only way that this could occur, however,
would be. if the deficiency were not eliminated at the Second Principal
Apportionment, pursuant to the provisions of existing law (described
above), using part of the surplus funds identified in the budget.

We believe that it would be more appropriate for the Legislature to
ensure that all remaining deficits are funded in accordance with the re-
quirements of existing law, prior to reverting any remaining surplus to the
General Fund. Accordingly, we recommend that the Legislature amend
Provision 4 of Item 6100-495 as follows: '

“Notwithstanding any other provision of law, the amount of the rever-
sion in the following schedule shall be the unexpended balance ap-
proved by the Director of Finance following e review the certification
by the Superintendent of Public Instruction of the School Apportion-
ment entitlements eemputed by the S of Publie Instruel/
tien at the 1986-87 Second Principal Apportionment.

001 General Fund: : .

(1) Item 6100-101-001 (a) through (f), Budget Act of 1986, School Ap-
portionments. :

(2) Item 6100-106-001, Budget Act of 1986, School Apportionments for
thedpurposes of Sections 1909, 2553.5, and 2558 of the Education
Code.”

Consistent with this recommendation, we further recommend that the
Legislature eliminate $12.9 million requested in Item 6100-161-001 to fund
the 198687 special education deficiency, because this need will automati-
cally be addressed through the operation of current law. (This, in turn, will
reduce the amount of the 1986-87 surplus in school apportionments fund-
ing by $12.9 million, compared to the amount shown in the Governor’s
Budget.) '
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CONTRIBUTIONS TO STATE TEACHERS' RETIREMENT FUND
Item 6300 from the General

Fund Budget p. E 44
REQUESLEA 198788 .ov...veoeerrvvrossscseesesesseermssssssssssssssssssssessesssanes $507,385,000
Estimated 1986-87..........ccovivierirrnrecnniectrsceseeeeeessnssssssessesaesessns 464,843,000
ACHUAL 198586 .....cooveerircreirtreercvetseieriinenreessessssssessstesessstassssanessesnns 398,451,000

Requested increase (excluding amount
for salary increases) $42,542,000 (+9.2 percent)
Total recommended reduction ..........ceeevnecennneniesssesenes None

1987-88 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
Education Code Sections 23401 and 23402: General $383,170,000
Unfunded Liability Payments
6300-111-001—State Teachers” Retirement System: 124,215,000
Cost-of-Living Adjustments
Total $507,385,000

GENERAL PROGRAM STATEMENT

The state appropriates funds to the State Teachers’ Retirement Fund
(STRF) for two purposes. First, Sections 23401 and 23402 of the Education
Code (as added by Ch 282/ 79_AB 8) appropriates funds for the state’s
annual contribution to the STRF. These contributions are intended to
reduce the unfunded liability of the State Teachers’ Retirement System
(STRS). Second, as provided by Ch 1606/82, the state also appropriates
funds for supplemental cost-of-living adjustments (COLAs) to STRS re-
tirees.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes total General Fund contributions to the STRF of
$507,385,000 in 1987-88. This is $42,542,000, or 9.2 percent, more than
estimated current-year expenditures. Table 1 shows the components of
state contributions to the STRF for the past, current, and budget years.

Table 1
State General Fund Contributions to the
State Teachers’ Retirement Fund ‘
1985-86 through 1987-88 !
(dollars in thousands)

Change from
Actual  Estimated” Proposed 1986-87
1985-86 1986-87 198788  Amount Percent

AB 8 Contributions:

Base Contribution......cec.oeereeeereneirnnnns $226,237 $234,155 $243,170 $9,015 3.8%
Incremental Contribution...................... 100,000 120,000 140,000 20,000 16.7
Subtotals ($326,237)  ($354,155) ($383,170) ($29,015)  (8.2%)
COLA Funding 72,214 110,688 124,215 13,527 12.2%

Totals $398,451 $464,843 $507,385  $42,542 92%
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Payments Toward Unfunded Liability. As Table 1 indicates, the
budget proposes $383.2 million as the state’s statutory AB 8 contribution
to the State Teachers Retirement Fund in 1987-88. This amount is $29
million, or 8.2 percent, greater than current-year expenditures. The in-
crease is due to: (1) the required inflationary adjustment to the “base”
contribution. ($9 million), and (2) growth in the AB 8 “incremental” con-
tribution ($20.0 million). - :

In past years, the state’s contribution toward the unfunded liability was
appropriated in the Budget Act. In 1985-86, however, the budget docu-
ment began showing the contribution as a statutory appropriation. This
reflects the 1984 state appellate court’s decision in California Teachers’
Association (CTA) v. Cory, which held that the state must make the full
contribution to the STRF called for by current law. In fiscal years 1980-81
through 1983-84, the Budget Act had provided in lieu appropriations
which were less than what AB 8 required. The state restored these “short-
falls” in 1985-86 by transferring $127.4 million from the General Fund to
the STRF. = -~ : ‘ ' :

COLA Payments. The budget proposes a General Fund appropria-
tion of $124,215,000 to the STRF in 1987-88 to pay for supplemental COLAs
for those STRS retirees who have been most adversely affected by infla-
tion. This amount is $13,527,000, or 12.2 percent, greater than current-year
expenditures. :

ANAI.YSIS AND RECOMMENDATIONS
Supplemental Cost-of-Living Adjustments
. We recommend approval. ;

The budget proposes a General Fund appropriation of $124.2 million to
the State Teachers’ Retierment Fund to fund supplemental cost-of-living
adjustments (COLAs) for STRS retirees under the provisions of Ch 1606/
82 (SB 1562). This is an increase of $13.5 million, or 12.2 percent, over
current-year expenditures. This COLA is provided to those STRS retirees
whose pensions have been most eroded by inflation. The payments do not
become part of the pension base. )

CALIFORNIA STATE COUNCIL ON VOCATIONAL EDUCATION
Item 6320 from the General '

Fund and Federal Trust Fund Budget p. E 44
ReqUEStEd 1987-88 ......ccoeevevreeisssssessveessssssissssesmesssssessssenisiosssios $293,000
Estimated 1986-87 ........ccociiisieirieninnnesenes e essssssssssaissasensas 293,000

Actual 1985-86 ........ccvrivirreerecirecenecernreree v eesmeereeersenannenaes 281,000
Requested increase (excluding amount
for salary increases): None .
Total recommended reduction ..............c...i.. etevereeet e erererasianns None

1987-88 FUNDING BY ITEM AND SOURCE

Item—Description , : Fund . Amount’
6320-001-001—SCOVE, support General . . $70,000
6320-001-890—SCOVE, support Federal Trust - 223,000

Total $203,000
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GENERAL PROGRAM STATEMENT

The federal Vocational Education Act of 1984 requires the state to estab-
lish an advisory council on vocational education and specifies the council’s
membership and duties. In order to comply with this requirement, the
California State Council on Vocational Education (SCOVE) was estab-
lished by Ch 164/85.

The SCOVE consists of 13 members appointed by the Governor, and has
planning, oversight, and evaluative functions. In the current year, the
SCOVE is staffed at a level of 4.1 personnel-years.

ANALYSIS AND RECOMMENDATIONS
' We recommend approval, :

The budget proposes expenditures totaling $293,000 from state and fed-
eral funds for support of the SCOVE during 1987-88, which represents a
continuation of the current-year level. Of this amount, $223,000 would be
provided from federal funds, and $70,000 would be provided from the
General Fund. '

The proposed level of federal funding for the SCOVE represents a
decrease of $12,000 over the current-year level, due to the existence of
federal carryover funds in the current year which will not be available in
the budget year. To compensate for this decrease in federal funding, the
budget proposes to augment General Fund support for the council by an
equivalent amount. Thus, the total amount of funding requested for the
council in the budget year would remain unchanged.

Our analysis indicates that the program is serving its intended purpose
and, accordingly, we recommend that the amount requested be approved.

CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING

COMMITTEE
Itern 6330 from the Federal
Trust Fund ‘ ‘ Budget p. E 45
Requested 1987-88 ..........cccuuu..... erereeeeerenaeae e enretereneores [RTRS $103,000
Estimated 1986-87........ccovieieeiereieerieeeeeressresseerseereessssssesesesssenns 348,000
Actual 1985-86 ......ccivvvenrivenninninneveennsnnns e ieereereerereraes 113,000

‘Requested decrease (excluding amount
for salary increases) $245,000 (—70.4 percent)
Total recommended reduction .............cooveeveieerreeeerereenreenion, None

GENERAL PROGRAM STATEMENT

The California Occupational Information Coordinating Committee
(COICC) was established by Chapter 972, Statutes of 1978, pursuant to a
requirement contained in the federal Vocational Education Act of 1978.
The committee is responsible for the development of the California Occu-
pational Information System, which provides occupational planning and
guidance information to educational institutions, the Employment Deve-
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lopment Department, and private industry. This committee has two au-
thorized personnel-years in the current year.

OVERVIEW OF THE BUDGET REQUEST

The budget proposes an appropriation of $103,000 from the Federal
Trust Fund for support of the COICC in 1987-88. This is a decrease of
$245,000—or 70 percent—below estimated current year expenditures.

The majority of this reduction (80 percent) reflects the elimination of
$197,000 in reimbursements from COICC’s member agencies to fund a
project regarding the supply of skilled labor in local labor markets. The
COICC expects to complete this project in the current year. The remain-
ing portion of the decrease (20 percent) is due to (1) the termination of
a one-time grant of $38,000 from the National Occupational Information
Coordinating Committee (NOICC) for special projects, and (2) the elimi-
nation of $10,000 for publication of materials. ,

ANALYSIS AND RECOMMENDATIONS
We recommend approval,

During 1987-88, COICC plans to continue its efforts to develop an
occupational information system for California. These efforts will include
the development of methods for measuring local labor market supply and
demand for use by local education agencies, career counselors, economic
developers, and employment and training planners. Qur review indicates
that COICC is serving its intended purpose and its current staffing level
is reasonable. ' :

SCHOOL FACILITIES ASBE:STOS ABATEMENT
Item 6350 from the General

Fund ‘ Budget p. E 47
Requested 198788 ...t e resesesene $5,000,000
Estimated 1986-S8T7 ... e ssessssssssesssssensssossaes 4,950,000
ACTUA]l 198586 ....ccvovvrriererenrieriarinienesionseeseriesessesaesassnneseesessesaesesses 10,000,000

Requested increase $50,000 :(+1.0- percent)

Total recommended reduction ............cicerencrneennnenesennens 4,900,000

1987-88 FUNDING BY ITEM AND SOURCE

Item—Description Fund Amount
6350-201-001—Asbestos Abatement: transfer to As- ~ General $5,000,000
bestos Abatement Fund
6350-201-973—Asbestos Abatement: Local Assist-  Asbestos Abatement (4,900,000)
ance
Total . $5,000,000
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Additional Asbestos Abatement Funds. Reduce Item 6350- 1061
201-001 by $4,900,000 and Item 6350-201-973 by $4,900,000.
Recommend reduction because sufficient funds currently
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SCHOOL FACILITIES. ASBESTOS ABATEMENT—Continued

exist for this program and the need for an augmentation of
funds has not been substantiated. Further recommend that
the Director of General Services report during budget hear-
1ngs on barriers preventing dlstrlcts from using funds.

GENERAI. PROGRAM STATEMENT

The State Asbestos Abatement program was established in 1984 for the
purpose of providing matching grants to school districts for asbestos abate-
ment projects. The State Allocation Board (SAB), which is staffed by the
Office of Local Assistance in the Department of General Services, is the
administrative agency responsible for administering the program and al-
locating the funds to school districts.

Hazardous asbestos materials' are those which are “friable”—loose,
crumbling, flaking or dusting—and thus make it possible for asbestos fibers
to be released into the air. Exposure to airborne asbestos fibers has been
linked with a number of serious diseases, including cancer, which primar-
ily affect the lungs and digestive system.

Current federal law requires each school district to (1) inspect all school
facilities for asbestos, and (2) notify parents and employees of any hazard-
ous asbestos materials found in school buildings. Neither state nor federal
law, however, requires the containment or removal of asbestos matenals
which are found in schools.

OVERVIEW OF THE BUDGET REQUEST
The budget proposes to appropriate $5 million from the General Fund
to the Asbestos Abatement Fund in 1987-88. This represents an increase
of $50,000, or 1 percent, over the amount provided in the current year. Of
this amount $4,900,000 is to be allocated by the SAB to local school districts
for asbestos abatement and $100,000 is to reimburse the Department of
Industrial Relations (DIB) for increased workload associated with moni-
toring asbestos abatement projects.
Table 1 displays the funding h1story for the Asbestos Abatement pro-
gram since its inception. :
Table 1
Asbestos Abatement Funding
1984-85 through 1987-88
(dollars in thousands)

‘Appropriation
Local . State Fund
Assistance® ' Operations® Total Source
1984-85 $10,000 - $10,000 SAFCO ©
1985-86 9,900 $100 10,000 SAFCO
1986-87 4,850 100 4,950 General
Subtotals $24,750 $200 $24,950
1987-88 4,900 100 5,000 General
Totals . - $29,650 | $300 $29,950

4 State funds available for matching grants to local school districts.

b State funds provided to the Department of Industrial Relations for asbestos abatement health and safety
monitoring.

¢ Special Account for Capital Outlay.
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Table 1 indicates that, to date, a total of nearly $25 million in state funds
has been made available for matching grants to local school districts for
asbestos abatement projects. In addition, the federal government has ap-
propriated funds to provide loans or matching grants (up to 50 percent of
project costs) to local public or private schools for asbestos abatement. A
total of approximately $660,000 in federal funds—which are distributed
directly to qualifying schools and are not reflected in the state budget—
have been provided for asbestos abatement projects in California schools
in 1984-85 and 1985-86. At the time this analysis was prepared, it was
unclear whether federal funds would continue to be made available for
asbestos abatement projects in California schools during 1986-87 and 1987-
88.

ANALYSIS AND RECOMMENDATIONS
Additional Abatement Funds Not Justified

We recommend that no additional funds be appropriated for asbestos
abatement projects in 1987-88, because sufficient funds are currently
available and the need for additional funds has not been substantiated, We
further recommend that the Director of General Services report at the
time of budget hearings on (1) the barriers preventing school districts from
using existing asbestos abatement funds, and (2) remedies for removing
such barriers. (Reduce Item 6350-201-001 by $4,900,000 and Item 6350-201-
973 by $4,900,000.) .

From. the inception of the Asbestos Abatement program to December
1, 1986, the SAB had received applications from 137 school districts re-
questing a total of approximately $16 million in state assistance for 759
asbestos abatement projects (a district may be conducting more than one
abatement project). The SAB has reviewed and approved funding re-
quests for approximately 600 of these projects, for a total cost of approxi-
mately $13.7 million. Of the $13.7 million approved by the board, however,
only $1.3 million of these funds actually has been provided to and spent
by school districts. Table 2 shows that, of the nearly $25 million appropriat-
ed to this program since its inception in 1984, $23.5 million was available
for funding local asbestos projects as of December 1, 1986.

Table 2

Funds Available for Local Ashestos Abatement Projects
1984-85 through 198687
{dollars in thousands)

Actual Actual Est.

1984-85 1985-86 1986-87*
Prior Year Balance —_ $10,000 $19,600
Budget Act Appropriation $10,000 9,900 4,850
Funding Approved by SAB - (10,600) (13,400)
Distributed to School Districts — —300 —1,000

Unexpended Balance $10,000 $19,600 $23,450

4 As of December 1, 1986.
b Data not available.

Additional Funding Support Not Warranted at This Time. As men-
tioned, the Governor’s Budget proposes to provide an additional $4.9
million for local asbestos abatement projects in 1987-88, which would
bring the total amount available for these projects to $29.7 million. Our
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review indicates that additional funding support for asbestos abatement
is not warranted at this time, for three reasons.

First, the total amount of funding currently available greatly exceeds
current requests for asbestos abatement funds. As noted, at the time this
analysis was written, the SAB had received only $16 million in requests for
state funding assistance. Even if all of these requests were approved in full,
$8.8 million would still be available to fund new requests.

Second, the amount of funds currently available for new requests ex-
ceeds. projections of funding requests through 1987-88. Over the past 12
months, the board has received an additional 131 requests for project
funding (from a total of 628 requests on December 1, 1985 to 759 requests
on December 1, 1986). A review of SAB-approved funding requests indi-
cates that, on average, districts are requesting approximately $25,000 in
state assistance per project. Based on this, the remaining $8.8 million
would be sufficient to fund an additional 350 projects, or about two-thirds
more than the 210 additional project requests we estimate the SAB is likely
to reéceive from December 1, 1986 through June 30, 1988.

Finally, to the extent that new funding requests received in 1987-88
exceeded $8.8 million, it is unlikely that these funds would be needed
before the summer of 1988. Most districts conduct asbestos abatement
work during the summer months, when teachers and students are not
present in the facilities. Our review indicates that it is unlikely that any
new requests received could be processed by OLA, approved by the SAB,
and bid by the district in time for the project to be conducted during
summer 1987. The earliest new project requests are likely to be conducted
is summer 1988. Consequently, should the number and amount of project
requests exceed the existing $8.8 million reserve currently available in the
Asbestos Abatement Fund, additional funding support could be provided
as part of the 1988-89 Budget Bill and still enable the districts to conduct
the projects during the summer 1988 vacation.

For these reasons, our analysis indicates that the current fund balance
available in the Asbestos Abatement Fund is sufficient to finance current
and projected new applications, and that additional funding support is not
needed for 1987-88. Accordingly, we recommend that.the Legislature
delete the $4.9 million requested from the General Fund for this purpose.

Unidentified Barriers Impede Schools From Obtaining Funds. As
mentioned, to date, the SAB has approved $13.7 million in funding re-
quests from school districts to offset a portion of the districts’ costs of
conducting asbestos abatement projects. Of this amount, $10.6 million had
been approved by April 1986, several months before the summer 1986
vacation, when districts were most likely to conduct their projects. De-
spite the fact that districts apparently could have used these funds, howev-
er, only $1.3 million has actually been provided to—and spent by—school
districts, and none of these funds are for projects that have been con-
ducted since this program began. (The asbestos abatement program al-
lows districts that fully funded and completed local projects prior to its
establishment in 1984 to receive retroactive funding support from the
state; all of the $1.3 million received by districts has been for these types
of projects.) ' v

Our analysis has been unable to identify the barriers preventing dis-
tricts, once project funding requests have been approved by the SAB,
from obtaining these funds. For this reason, we recommend that during
budget hearings, the Director of General Services advise the Legislature



Item 6350 K-12 EDUCATION / 1063

on (1) the barriers preventing school districts from utilizing the funds

available through this program, and (2) remedial action needed to correct

ahese problems and enable the funds to be provided to—and spent by—
istricts. : ‘ ‘

SCHOOL FACILITIES AID PROGRAM—REVERSION

Item 6350-495 from the General
Fund ' Budget p. E 47

ANALYSIS AND RECOMMENDATIONS
We recommend approval.

The budget proposes to revert to the General Fund on June 30, 1987, the
amount appropriated in the 1986-87 fiscal year for the State Schocl De-
ferred Maintenance program (estimated to be $90,259,000.) The budget
further specifies that, in the event that such funds have been transferred
to the State School Building Lease-Purchase Fund and the State School
Deferred Maintenance Fund prior to June 30, 1987, the State Controller
is directed to transfer a like amount from the State School Building Lease-
Purchase Fund to the General Fund.

Deferred Maintenance Program. The State Allocation Board (SAB)
apportions funds to school districts from the State School Deferred Main-
tenance Fund, on a dollar-for-dollar matching basis, for deferred mainte-
nance projects. The maximum amount of any one apportionment to a
school district is limited to an amount equal to one percent of the district’s
total local general fund budget (excluding capital outlay). Funding for the
Deferred Maintenance Fund is provided from the General Fund, based
on the amount of school district payments on State School Building Aid
loans that exceed the amount needed to amortize state school construction
bonds issued under that program.

Governor’s Proposal, The budget proposes in this item to revert to
the General Fund the $90.3 million in current-year “excess repayments”
and, instead, to finance current-year deferred maintenance projects with
proceeds from the State School Building Lease-Purchase Fund.

The Lease-Purchase Fund, which supports the State School Facilities
Aid program, is primarily composed of proceeds from (1) voter-approved
bong acts, and (2) tidelands oil revenues. Because these bond proceeds
cannot be used for this deferred maintenance program, any replacement
funds from the Lease-Purchase Fund would have to come from the ap-
proximately $235 million in tidelands oil revenues that the budget esti-
mates will be available in 1986-87.

Table 1 shows the level and source (s) of funding for the deferred main-
tenance program under both the Governor’s proposal and current law.

Table 1 indicates that, under the Governor’s proposal, there would be
no change in the overall level of funding for the deferred maintenance
program, only a one-time shift in the current-year funding source from the
General Fund to the State School Building Lease-Purchase Fund. Further,
under the Governor’s proposal, the funding source for this program would
shift back to the General Fund in the budget year.
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Table 1

Deferred Maintenance Program Funding Sources
1985-86 through 1987-88
(dollars in thousands)

Est. 1956-87
Actual Governor’s Prop.
Fund 1985-86 Current Law Proposal 1987-88
General $87,667 $90,259 — $89,246
Lease-Purchase * C - -— $90,259
Total $87,667 $90,259 $90,259 $89,246

4 From tidelands oil revenues.

Our analysis indicates that, if authorized, this proposal would not result
in any program reductions for the deferred maintenance program be-
cause any funds reverted from this program would be replaced with pro-
ceeds from the Lease-Purchase Fund. Moreover, because of the
availability of additional bond proceeds to the Lease-Purchase Fund effec-
tive December 1, 1987, and from any subsequent school construction bond
acts approved by the voters, the reduction in funds available for school
construction would, at most, have the effect of delaying apportionments
of state aid by 2 to 3 months.

‘In sum, because the Governor’s budget proposal is predicated on the
reversion of these “excess repayments” to the General Fund, and the
effects of such a reversion on the school facilities construction program
would be minimal, we recommend approval of this item.

COMMISSION ON TEACHER CREDENTIALING
Item 6360 from the Teacher

Credentials Fund Budget p. E 51
Requested 198788 ........covviiveinierensininenessesssssnesssssssssssssesens $9,073,000
Fstimated 1986-S87 .......cccoeuririiremierenerisesiesssessssssssesssssassesesesossenens 7,978,000

ACEUAL 198586 ....ooveueirieieirierieeeteeeterrereisroretetsee s nenesnborensssenssns 6,758,000

Requested increase (excluding amount :
for salary increases) $1,095,000 (4 13.7 percent)

Total recommended reduction ... None

GENERAL PROGRAM STATEMENT

The Commission on Teacher Credentialing (CTC) is responsible for (1)
developing standards and procedures for credentialing teachers and ad-
ministrators, (2) issuing and revoking credentials, (3) evaluating and ap-
proving programs of teacher-training institutions, (4) developing and
administering “legislatively-mandated” competency exams, and (5) es-
tablishing policy leadership in the field of teacher preparation. The com-
mission, which is supported by the Teacher Credentials Fund, has 116.6
personnel-years in the current year.
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OVERVIEW OF THE BUDGET REQUEST : ' ’ :

The budget, as shown in Table 1, proposes an appropriation of $9,073,000
from the Teacher Credentials Fund for support of the commission in
1987-88. This is an increase of $1,095,000, or 13.7 percent, above estimated
current-year expenditures.

Table 1

Commission on Teacher Credentialing .
Budget Summary
1985-86 through 1987-88
{dollars in thousands)

Percent

Actual Est. Prop. Change
: ‘ : 1985-86 1986-87 1987-88 From 1986-87
Credential issuance and information ........ccoc.veeu. $2,276 $2,424 $2,386 . —16% -
Certification standards and program approval 606 647 627 -31
Program monitoring and evaluation...........cce.e.r 590 626 651 - 4.0
Examinations 1,611 2207 . 2,946 335
Professional standards 1,675 1,788 2,011 125
Administration 1617 1,749 1915 95
Distributed administration ........cco...... eeenseesaens —1,617 —1.463 —1,463 —
Total Expenditures $6,758 $7,978 $9,073 13.7%
Personnel-years g - 951 116.6 1134 -27%

The budget also proposes a reduction of 3.2 personnel-years from the
commission’s staffing level in the current year. This reduction primarily
results from the elimination of temporary help positions that were author-
ized in the current year for the purpose of reducing to 60 days the average
amount of time needed to award a credential to an applicant.

Table 2

Commission on Teacher Credentialing
Proposed 1987-88 Budget Changes
{in thousands)

-1986-87 Expenditures (revised) : : S $7978

Proposed Changes: .
A. Changes to Maintain Existing Budget: T 1
1. Nonrecurring expenditures —$558
2. Reduction in PERS contribution rate ... —48
3. California Basic Educational Skills Test (CBEST) administration.. 457
4, Fingerprint clearance processing 223
5. Professional growth manuals (SB 813) 10
B. Budget Change Proposals: _ ©1,011
1. Automation—second-year funding 452 " '
2. Examination validation .. 282
3. Credential application workload C 182
4. Teacher supply and demand system study 70
5. Evaluation team training 25
1987-88 Expenditures (proposed) ‘ + $9,073
Change from 1986-87: . S .
Amount : $1,095
Percent 13.7%

Table 2 shows the changes in the commission’s budget proposed for the
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budget year. As the table shows, the amount needed to maintain the
commission’s existing level of service will increase by a net of $84,000.
Funding requirements will decrease by $606,000 as a result of (1) non-
recurring expenditures in the current year, and (2) a reduction in the
commission’s contributions to the Public Employees’ Retirement System
(PERS) on behalf of its employees. Offsetting this reduction are increases
amounting to $690,000 which are needed to fund increases for (1) Califor-
nia Basic Educational Skills Test (CBEST) administration due to an in-
crease in the number of applicants, (2) fingerprint clearance processing
expenditures due to an increase in the number of teacher credential
applicants, and (3) publication of professional growth manuals for creden-
tial applicants, as required by SB 813 (Ch 498/83). The increased expendi-
tures for CBEST administration and fingerprint clearance processing will
be offset by increased fee revenue. :

ANALYSIS AND RECOMMENDATIONS
We recommend approval. ' ‘
Table 2 also shows that budget change proposals would increase expend-
itures by $1,011,000 in 1987-88. We recommend approval of these in-
creases, which are proposed for: .

o Automation—$452,000 to fund the second year of the commission’s
credentialing automation project which has been previously ap-
proved by the Legislature; -

o Examination Validation—$282,000 to revalidate existing subject mat-
ter examinations for credential candidates, in order to comply with
(1) commonly-accepted standards for the proper use of examinations
and (2) the administrative regulations-adopted by the California Fair
Employment and Housing Commission, which has jurisdiction over
the fair use of licensing examinations;

o Temporary Help for Credential Application Processing—$182,000 to
hire personnel on a temporary basis to provide the commission with
sufficient staff for the projected 1987-88 credential application work-
load. While application workload will likely remain high in the next
few years, permanent full-time staff is not proposed because automa-
tion will result in reduced licensing staff by the end of the third year
of the project; ‘ .

e Teacher Supply and Demand System Study—$70,000 to study the
feasibility of establishing and maintaining a teacher supply and de-
mand data collection and reporting system which relates to recent
interest in teacher supply; and : .

¢ Program Evaluation Team Training—$25,000 to provide comprehen-
sive training for all members of evaluation teams involved in granting
commission approval to teacher training programs—currently only
the team leader receives training,.

Credential Fee Level Recommendation

Chapter 572, Statutes of 1986, (AB 3843) requires, as part of the annual
budget review process, the Department of Finance and the Legislative
Analyst to recommend to the Legislature a credential fee level that will
generate sufficient revenues to support the operating budget of the com-
mission plus a “prudent reserve”, (defined by the Department of Finance
as 21 percent of expenditures). A reserve is necessary because of a history
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of substantial annual fluctuations in revenues. The Governor’s Budget
proposes to maintain the credential fee at the current level of $50. Our
analysis 1ndlcates that this fee level will provide for (1) a $1.5 million* (24
percent) “prudent reserve” balance in the Teacher Credentials Fund at
the end of 1987-88, and (2)-a $1.1 million balance in the Test Development
?ndlAdnlnmstratlon Account. We concur with the. approprlateness of this
ee leve \

CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

Item 6420 from the General ' : ’
Fund and Federal Trust Fund Budget p. E 59

Requested 1987-88 .............. S N $5,340,000
Estimated 1986-87............... ereessinerreressoraenerisserivesetrsnersorsersesearereen 5,859,000

Actual 1985-86 .....ccovieeerririrnereeierireeneneseesenes eesteereereresstesenenienans 7,034,000
Requested decrease (excluding amount
for salary increases) —$519,000 (—8.9 percent) .
Total recommended reduction ... ‘None

1987-88 FUNDING BY ITEM AND SOURCE

Item—Description Fund ) o Amount .
6420-001-001—Main support , General $3,261,000
Reimbursements : — 905,000
Subtotal : - $4,166,000
6420-001-890—Program administration Federal - .$91,000
6420-101-890—Local assistance - Federal .. 1,083,000
Total $5,340,000

. - . v ...~ Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS .. page-

1. University of California Student/Faculty Workload Formula 1069 °
Study. Recommend the Legislature adopt supplemental
-report language directing CPEC to examine and réport on -
the student/faculty workload formula used by the Umver- '
sity of California.

GENERAL PROGRAM STATEMENT

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,
evaluatlon and coordination. No oné who is regularly employed in any
admmlstratlve faculty, or professional position by an institution of public
or private postsecondary education may be appointed to the commission;
however, representatives of postsecondary institutions prov1de adv1ce to
the commission through a special advisory committee. -

The commission is budgeted 51.7 personnel—years in the current year






