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PROVISIONS FOR EMPLOYEE COMPENSATION / 181

Items 95, 101, 355 and 361 from the
General Fund, Items 96, 97 and 102
from special funds and Items 98, 99

_ and 103 from other funds. Budget p. 182

Requested 1976-T7 .....ccoiivieeiiiereene et serenaessebessessniesssassesens $190,916,000
Estimated 1975-T6......ccccuevivirininireserereenssesssesstsssssssessssassasssasenes 291,519,000
Total recommended augmentation ..........cocovevereresninereresennns $40,700,000 *

2 General Fund only. Corresponding augmentation will be required for special funds and other funds.

1976-77 FUNDING BY ITEM AND SOURCE

Item
95

96

98

" 101
102
103
355
361

Description .

Salary Increase. Civil service, ex-
empt and statutory employees.
Salary Increase. Civil service, ex-
empt and statutory employees ex-
cept - highway. patrolmen -and
Department of Transportation em-
ployees provided for by continuing
appropriations.

Salary Increase. Civil service high-
way patrolmen.

' Salary Increase. Civil service, ex-

empt and statutory employees, ex-
cept " highway patrolmen and

“ Department of Transportation em-

ployees provided for by continuing
appropriations.

Salary Increase. Civil service high-
way patrolmen. .

Employee benefits and special ad-
justments.

Employee benefits and special ad-
justments. R
Employee benefits and special ad-
justments:

Salary increase. University of Cali-
fornia employees.

Salary increase. State University
and Colleges employees.

Subtotal Budget Bill items

100

Salary Increase. Civil service, ex-
empt and statutory employees in
Department of Transportation.

Total Salary, Benefits and Special

. Adjustments

Judicial Salaries

Grand Total Including Judicial
Salaries ’

Fund
General '

Special funds

Spgcial funds
Other funds

Other funds
General
Special funds
Other funds -
General
General

Special funds  (from
continuing appropria-

* tion to Dept: of Trans-:

portation)

Axﬁount
$50,882,000

4,695,000

10,477,000

37,423,000

65,000

;- $22,000,000

4,786,000
7,943,000
95,243,000

27,402,000

190,916,000
12,916,000

$203,832,000

__ 540000
$204,372,000

Analysis

. page

184
184

184

184

184
187
187
| 187
189
189

192
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Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page
1. Salary Increase. Augment General Fund $27.5 million. 185 .
Recommend 9.7 percent average increase for civil service
and related employees (i.e., $35.9 million less the $8.4 mil-
lion excess shown in recommendation 2(b)) as recommend-
. éd by Personnel Board.
2. Employee Benefits. Recommend (a) state’s contribution 187
ratio for employee health insurance be maintained for state
civil service and related employees and comparable benefit
improvements be approved for University of California and
California State University and Colleges employees ($13.6
million General Fund) and (b) excess funds budgeted for
employee benefits and special increase be applied for salary
increases ($8.4 million General Fund). » _

3. Total Equivalent Compensation (TEC). Recommend 189

State Personnel Board (SPB) benefit increase recommen-
dations include estimates of (a) funds necessary to provide
comparable benefit improvements for statutory and exempt -
employees and employees of the University of California

and the California State University and Colleges and (b) the

cost of corresponding benefits for retired employees. .

4. Salary ‘Increase. Recommend academic salary increases 189

for University of California and California State University

and Colleges be deferred until March when comparatlve
salary data become available.

5. Salary Increase. Augment General Fund $13.2 million. 191

- -Recommend an increase for non-academic employees at the
University of California and the California State University
and Colleges to correspond to SPB recommendations.

6. Salary Increase Estimates. Recommend Postsecondary 192
Education Commission include a dollar estimate to corre-
spond with the academic salary increase percentages re-
ported annually for salary parity with comparison
institutions. ' ’

ANALYSIS AND RECOMMENDATIONS _ _

The Governor’s Budget proposes a total of $204,372,000 for increases in
state employee compensation. Of this amount, $169,643,000 is intended to
provide -a flat monthly salary increase of $65 for (1) civil service and
related employees except highway patrolmen, (2) academic and nonaca-
‘demic employees of the University of California and California State Uni-
versity and Colleges and (3) judicial employees. (Our analysis of judicial
salaries is shown separately under Item 100 on page 192 .) Highway pa-
trolmen would receive a $125 monthly increase.

The balance of $34,729,000 is presented in the budget as a lump sum for
(1) fringe benefits and (2) special salary adjustments to correct inequities
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. Table 1

Allocation of Salary and Benefit Increase Funds
1976-77 Budget .

I SALARY INCREASE PROGRAM
Employee Group

Civil Service and related

University of California (UC)

Faculty and related
Nonfaculty

(Total UC)

California State University and Colleges (CSUC)
Instructional and related :

Noninstructional

(Total CSUC)
Judicial

(Totals for salary program)

Il. EMPLOYEE BENEFITS AND SPECIAL AD]USTMENTS
All employee groups except judicial

(Totals for Salary and Benefits and Special Adjustments Programs)

® $4,695,000 (Item 96)
10,477,000 (Itern 97)

12,916,000 (From continuing appropriation to Department of Transportatxon)

$28,088,000
b $37,423,000 (Itemn 98)
65,000 (Item 99)

' $37,488,000

General Fund Specia!Funds' Other Funds
Amount Ttem  Amount Item  Amount  ltem
$50,882,000 95 $28,088,000 s $37.488000
10,854,000 355

14,389,000 355 . L
'($25,243,000)
- $14537000 361

12,865,000 361 o L
($27,402,000)

_ 540000 00 - . __
$104,067,00 $98,088,000 $37,488,000
$22000000 101  $4786000 102  §7943000 103
$126,067,000 $39,874,000 $45,431,000

Total
b $116,458,000
10',554,000
14,389,000
($25,243,000)

$14,537,000
12,865,000
($27,402,000)
,000

$169,643,000

$34,729,000
$204,372,000

Percent
Increase

- 5.9%

3.7
5.5
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for civil service and related employees and employees.of the Umver81ty
of California and California State University and Colleges. There is no
indiciation as to how the funds are- mtended to be distributed between
these two categories. .
Allocation of the salary and beneﬁt increase funds are mdlcated in Table
1. o

Retroactive Payment Including Interest of Salary Funds
Withheld Pursuant to Federal Action

In the fall of 1975, the U.S. Supreme Court ruled that the state could pay
its employees retroactlvely for that portion of their salaries earned from
July 1, 1973 to April 30, 1974 but withheld pursuant to action of the federal
Cost-of-living Council. Shortly thereafter, the state issued such payments
plus interest on the funds withheld at the rate of 7 percent per annum,
as required by Chapter 472, Statutes of 1975.

Bonuses Granted to Lower-SaIarled Employees During 1975-76

In considering state salary increases for the 1975-76 budget, the Legisla-
ture did not adopt amendments proposed by the Governor to provide a
flat $90 per month salary increase for each state employee. Instead, it
provided for a one-time bonus of $400 to be paid to specified lower-salaried
employees (those civil service and related employees and employees of
the Umversxty of California and the California State University and Col-
leges in classes having a maximum monthly salary of $753 or less on July
15, 1975) . The bonuses were granted in addition to the individual class-by-
class salary increase adjustments as determined by the salary setting au-
thorities. They are being paid in two equal installments of $200. The first
installment was paid December 15, 1975 and the final installment is to be
paid June 15, 1976.

CIVIL SERVICE AND RELATED EMPLOYEES' SALARIES (Items 95—89)

An amount totaling $116,458,000 is proposed in the budget for providing
a flat monthly increase of $65 for all state civil service and related em-
ployees, except state traffic officers who are to receive a $125 monthly
increase. The amount proposed translates to an overall average increase
of 5.9 percent.

Table 2 shows the average salary increase recelved by state civil service
and exempt employees since the 1965-66 fiscal year. It should be empha-
sized that not all employees received -these percentage salary increases
because the ad]ustments -are made individually on a class-by-class basis.

Table 2 N

Salary Increase for Civil Service and Exempt Employees
1965-66 through 1976-77

Fiscal : Percent Fiscal ~ Percent Fiscal Percent
year : . 'increase year .- . increase’ = - year -  ‘Increase ’
1965-66 4.4% 1969-70 56%  1973-74 12.5%
1966-67 45 1970-71 5.2 1974-75 5.3
1967-68 5.1 1772 — 1975-76 6.7°
1968-69 57 1972-73 84 1976-77 59
(Proposed)

3 Does not include one-time bonus of $400 paid to employees in classes having a maximum monthly salary
of $753 or less on July 15, 1975.
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SPB Recommends a 9.7 Percent Increase v
We recommend that the budget be increased to provide a 9.7 percent
average salary increase for state civil service and related emp]oyees as
recommended by the SPB. The additional funding required is $27.5 mil-
lion (General Fund), i.e., $35.9 million less $8 4 million using excess funds
budgeted for emp]oyee benefits as shown in the recommendation on
pagel87. ,
The SPB in ‘its ]anuary 9, 1976, annual report recommended a 9.7 per-
cent average salary increase for state civil service employees to close the
gap projected as of July 1, 1976 between state civil service salaries and
salaries in comparable nonstate employment. The Governor’s Budget
does not propose funds sufficient to close this gap for all employees. In-
stead it provides a flat monthly increase of $65 for all state civil service and
related employees, except state traffic officers ' who are to receive a $125
monthly increase. The amount proposed translates to an overall average
increase of only 5.9 percent leaving a total funding gap of 3.8 percent. The
flat increase method of applying the salary fund would more than close the
gap at the lower end, but it would leave a correspondmg wider gap at
above-average salaries. ;

Flat Increase Concept is Unsound

We address only generally the Governor s proposed flat salary increase
program because it creates such significant problems that we believe it
places the entire civil service salary setting structure in jeopardy.

In the first place, the concept runs directly counter to legislative intent
as reflected in.Government Code Section 18850 which provides that the
State Personnel Board (SPB). is to establish and adjust. state civil service
salary rates and, in doing so, give consideration to prevailing sa.lary rates
for comparable nonstate employment.

Second, flat increases  would make ratlonal salary administration
_impossible. The present salary administration system which has proved
over the years to be fundamentally sound and equitable would be de-
stroyed The present system is conservative in that each year it is designed
on a “catch up” basis to close the gap by which state salaries trail prevailing
rates. The established public policy of having public salaries lag behind
and in no case exceed those in private business is a sound one, we believe.

~Third, flat salary increases would lead to progressively serious inequities
and distortions. Some employees would be paid in excess of prevailing
rates which would constitute unfair competition to nonstate employers
particularly  those in small businesses and in' rural areas. It would also
constitute an unnecessary expenditure of public funds. Other employees
would receive less than prevailing rates, thereby making it difficult for the
state to recruit and retain the number of qualified career employees it
needs, particularly in key leadership positions. As a practlcal matter, it
seems. unhkely that future budgets will fail to grant increases to lower
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income employees equivalent to those who are higher pa1d Thus the net
longer term cost to taxpayers in ultimately closing the salary gap will be
greater by using the flat salary method than if the current compet1t1ve
salary policy is followed. :

- Employees in More Responsible Jobs Actually Would Receive. Less

As a practical matter, because higher-salaried employees in more re-
sponsxble state jobs typically are in higher tax brackets than lower-salaried
employees, they would normally receive significantly less additional take
home pay as a result of a flat salary increase. S

Compaction : S

The SPB has pointed out that salary compactlon is a serious problem We
- have discussed this problem in:considerable detail in prior analyses and
the Leg1slature has acted previously to alleviate it. The Governor’s flat
salary increase approach, if implemented, would increase drast1cally the
extent and effects of compaction. If, instead, the full salary increase.were
granted and apportioned .on a class-by- class bdsis to-reflect prevallmg
nonstate rates, the effect on compaction would be minimized.

Because of the high rate of inflation and the significant decline in pur-
chasing power of state salaries over the last year and one-half, we believe
the first priority of funds available for employee compensation should be
for salary increases. As the Governor has pointed out, increasing employee
pay is the most direct way to enable people to pay for theiri increasing’ basic
costs such as groceries. However, other inescapable expenses, 1nclud1ng
taxes, also are imposed which are in direct relatlonshlp to one’s income
level. We believe a retirement benefit increase is of lesser priority because
this would be a deferred compensation which would do little to assist
employees in meeting the current inflationary cost. However, we do give
high priority to maintaining the state’s contribution rates for employee
health insurance because of its fundamental insurance feature and be--
cause this will prevent employees take- home pay from bemg reduced

Two Logucal Alternatives .

We believe two fiscally dlfferent but loglcal alternatives for adJustmg
state civil service salaries are:

1. Provide a 9.7 percent average increase to close entirely the gap. by
which state salaries trail preva1lmg rates; as the SPB and we recommend
above.

2. Provide a 7.4 percent average increase so as to at least keep the
unclosed gap in state salaries from being wider on July 1, 1976 than on July
1, 1975 when it was 2.3 percent. This would require an augmentation of
$12 million to the General Fund plus correspondlng adjustments to spemal
funds and other funds.:

The 1975 salary action 1ncreased state civil service salaries an. average
-of 6.7 percent, thereby reducing the salary gap from nine to 2.3 percent -
as of July 1, 1975. Because funding in the budget is insufficient to match
the one year growth in the inflation rate since ]uly 1, 1975, the gap would
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be 1ncreased t6 38 percent

“In our Judgment the 7.4 percent necessary to maintain the gap at 2.3
“percent is the. minimum increase which should be considered, because
any lesser increase would cause state salaries to fall farther behind prevall-
ing rates. :

EMPLOYEE BENEFITS (ltems 101-103)
' Chapter 374, Statutes of 1974, enacted the Total Equivalent Compensa-
tlon (TEC) program for state civil service employees. The TEC approach
“for benefits requires the Board of Administration of the Public Employees’
Retirement System (PERS) to determine the lead/lag between state civil
service benefits (principally retirement and health insurance benefits)
and those for other public and private employees. The State Personnel
Board (SPB) is responsible for measuring all other areas of compensation
and for making an integrated salaries and benefits recornmendatmn to
meet any TEC lag.

Lump Sum Budgeted ‘

“The budget contains $34,729,000 ($22 million General Fund) as shown
in Table 1 as a lump sum for (1) fringe benefits and (2) special salary
‘adjustrients to ‘correct inequities for civil service and related employees
“and employees of the University of California and the California State
“University and Colleges. Thereé is no indication as to how the funds are to
be allocated ‘within or between the two categories.

iH ealth Contribution Ratio Should be Malntamed

s We recommend that:

1. The:state’s contribution ratio for emp]o yee health insurance be main-
; tazned for state civil service and related employees and comparable bene-
fit improvements be authorized for University of California and California
-State; University. and College emp]oyees (8136 mz]]zon General Fund);
and

-2 Excess amounts budgeted be used for sa]ary increases ($8.4 million
General Fund). ‘

The state currently pays a portion of employee health insurance premi-
‘ums. Because the cost of premiums is rising rapidly, the state percentage
of contribution would continue to fall unless periodically adjusted. To
guard against this, Section 22825.1 of the Government Code requires the
‘SPB to recommend the dollar adjustment necessary to maintain the state
contribution level at an average 85 percent of premiums for coverage of
employees and 60 percent of premiums for coverage of dependents.

“In cornphance the SPB reported that health insurance premiums are
estlmated to increase by about 30 percent and that $14 million from all

- funds-are required to maintain the state’s percentage for civil service and

related employees.

~We believe that funding of- thls provision should be given the highest
priority of any available employee benefit funds because it (1) represents
thelegislative intent included in Section 22825.1 and (2) prevents a reduc-
tiori in-employee ‘take home pay.

~ The amount of funds necessary to accomphsh our recommendatmn
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cannot accurately be determined at this time because new premiums will

not be adopted until April 1976. Our General Fund estimate of $13.6

million was developed from the original SPB estimate using the same

proportional relationships found in the salary increase items and, there-

fore, should not be considered precise.

Total Equivalent Compensation (TEC) Recommendation of the
State Personnel Board (SPB)
"The amount.by which state employee beneﬁts are calculated to trail
prevailing rates (the “TEC lag”) is related d1rectly (and in inverse pro-
-portion) to the salary increase state employees are to receive. According
to the SPB, the amount required to close entirely the TEC gap for state
civil service employees would be (1) $14.6 million if salaries are increased
the 9.7 percent and restored to parity as it recommends and (2) $39.7 -
million if salaries remain at present levels (i.e., if no salary increase is
provided).

TEC Lag Varies, Depending on Assumptions

Technically, the TEC lag is the added state cost which would be re-
quired to provide benefits to state employees commensurate with benefits
provided in comparable nonstate employment. According to the PERS,
the TEC lag figures reported by the SPB should be about $32 million
higher to reflect the state cost to (1) fund fully current social security
benefits for those state civil service employees who elected in 1961 not to

be covered by social security and (2) make a one-time retroactive pay-
ment for benefits which would have been earned had these employees
been covered by social security all along. :
- The PERS, in its November 1975, report TEC Analysis of Actuanal
Benefits, mcluded $32 million as part of the lag in TEC actuarial benefits.
The SPB, however, excluded the amount from its recommendation for the
following stated reasons: (1) nonstate employers are not required to pay
the unfunded portion of social security, (2) the retroactive payment, be-
ing a one-time cost, would not reduce any annual lag in social security
benefits, and (3) benefits granted based on this lag would result in a state
lead as those not covered by social security retire.

We understand from discussions with- PERS that the SPB adjustment
removing the $32 million is not technically correct and that the proper
way to eliminate the effect of social security would be to delete those
employees not covered by social security from the analysis of actuarial
benefits. However, if this were done it is likely that the $32 million “lag”
would not be eliminated and could even be greater because of a potential
offsetting reduction in the current state “lead” for retirement benefits.
This is because these employees have longer state service and are more
likely to retire than the average employee and would thereby generate a
greater actuarial lead in retirement benefits than the average employee.

~We believe the PERS version, which is based on strict application of the
TEC methodology, is valid conceptionally and, technically, the TEC lag
should be reported about $32 million higher than reported by the SPB.
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: However the SPB policy concern has some merit. It costs the state more
to provide the social security benefits to its employees than if these same
benefits were prov1ded through the federal system. Because these em-
ployeés chose not to join social security in 1961 and that option is no longer
available, should the taxpayers now be required to pay that additional
amount ? We believe this concern should be considered when evaluating
the need to provide additional benefits.

To enable state employees to meet increases in thelr basic living costs,
however, we believe emphasis should be given to increasing their take-
home pay by. (1) -closing, entirely, the gap in state salaries and (2) main-
tammg the state’s contribution ratio for employee health benefits. The
remaining technical TEC gap, we believe, is of secondary importance, and
consideration should be given to closmg it only 1f addlhonal funds for
doing so are available. ; v

SPB's TEC Recommendatlons Should be Broadened

" We recommend that in future years, SPB benefit adjustment recom-
mendations include estimates of (1) the funds necessary to provide com-
parable benefit improvements for statutory and exempt employees and
employees of the University of California and California State University
and Colleges and (2) the cost of providing corresponding benefit increases
for retired employees whenever such benefits ngbt]og:cal]y be extended
to them.:

Presently, the SPB recommendations for adjustmg employee benefits
apply to state civil service employees only. In our opinion, when benefit
improvements are provided to state civil service employees, comparable
improvements should be provided to all other categories of state em-
ployees, including University of California and California State University
and Colleges staff.

- If certain benefit improvements (such as increasing the automatic an-
nual cost-of-living benefit -allowance). are granted to active state em-
ployees, it might be preferable or, as a practical matter, necessary to
extend them to retired employees as well. For this reason, when appropri-
ate, the SPB should provide the estimated additional state cost of extend-
ing its recommended benefit improvements to retired state employees. It
should ‘be emphasized, however, that benefits for retired employees
should be funded from monies other than those earmarked for the TEC
program, which is de51gned for active employees only. :

POSTSECONDARY EDUCATlON SALARIES (ltems 355 and 361)

Academlc Salaries : :

‘We recommend that a deaszon on 1976-77 salary increases for the Uni-
versity of California (UC) and the California State University and Colleges
(CSUC) be deferred until the California Postsecondary Education Com-
mission (CPEC) publishes its final projections in March showing the aca-
demic salary increases necessary for UC and CSUC to achieve parity with
their comparison institutions.

Senate Concurrent Resolution No. 51 of the 1965 .General Session direct-
ed the Coordinating Council for Higher Education (the California Post-
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secondary Education Commission sinice ‘April 1, 1974) to submit annually
to the Governor and the Legislature a faculty salary and fringe benefit
report. The report compares California salaries to national salary data. A
preliminary report is prepared in November for use in formulating the
Governor’s Budget and a second report, corrected for actual current year
salaries at comparison institutions, is published in March. In addition, these
computations by the CPEC include a Consumer Price Index adjustment
for California institutions.

The preliminary report indicates that total compensatlon for faculty at
UC must be increased by 4.1 percent in order for the University to main-
tain salary parity with its comparison 1nst1tut1ons The requn'ed increase
for CSUC is reported at 2.5 percent.

The Governor’s Budget for 1976-77 provides a 3.7 percent increase for
UC faculty ($10,854,000) and 4.3 percent for CSUC faculty ($14,537,000).
The dollars requested are based on the policy of providing $65 per em-
ployee.

Last year we pointed out that historically, decisions on higher education
salary increases have not been based on any consistent policy.

As a consequence, we proposed a procedure which would provide annu-
al salary and fringe benefit increases for all UC and CSUC employees
comparable with those granted civil service employees except that peri-
odically (e.g., every four years) a review should be made with a compari-

son.group of academic institutions to determine the relative status-of UC
and CSUC salaries and to recommend adjustments as warranted.

Our procedure was designed to simplify. and make more realistic the
annual salary budgeting process while continuing the fundamental objec- -
tive of providing academic salaries which are competitive with salaries at '
comparable higher education institutions in other states.

Tables 3 and 4 indicate actual UC and CSUC academic salanes were
very close to those of the comparison institutions in 1974-75.

_ Table 3
UC and Comparison Institutions Average Salaries
(1974-75)
Comparison University of Difference -
Group California ©~ Amount ~  Percent
Professor . $25,836 $25,308 $-528 ~2.0%
Associate Professor . 17,876 17,365 —511 -29:
Assistant Professor 14,032 14,214 +182 +13
Instructor : 11,260 © 10235 —1,025 —9.1

Average $20,705 $20,375 $-—330 —16% -
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Table 4 : '
CSUC and Comparison Instltutlons Average Salaries
(1974-75)
California State
Comparison -University Difference
. . Group and Colleges  Amount Percent
Professor T $22,063 $22.491 $+428 - +19%
Associate Professor : 16,955 16,844 —111 -0.7
Assistant Professor © 13877 13,873 —4 —_
Instructor 10,762 - 11,856 +1,094 +10.2
: Average . $17,055 $17998 - $+943 +5.5%

Table 3 shows the 1974-75 average salary lag for UC was less than 2
percent behind its comparison group and Table 4 shows that the average
CSUC salary was 5.5 percent higher than its comparison group.

Table 5 shows that where the salary differentials are the greatest (i.e.,
instructor level), very few UC or CSUC faculty are involved. -

Table 5
Number and Percentage of Faculty by Level by Segment °
(1974-75)
e csuc
Number Percent Mimber Percent
Professor 2,295 49.0% 3,989 T 313%
Associate Professor ... 1,126 24.1 3,392 317
Assistant Professor ... 1,223 26.1 3,126 - .293
Instructor " 39 .08 : 182 17
“Totals 4,683 100.0% 10,689 100.0%

# Full-time equivalerit. (FTE) positions. -

‘Similar comparative salary tables for 1975-76 will be available durmg the
budget hearings. We believe consideration of academic salary increases
should be deferred until all the facts have been reported by CPEC. We
will make a recommendation at that time.

Nonacademic Salaries

We recommend approval of a 9 7 percent nonacademic salary increase
for the University of California (UC) and a comparable 8.5 percent
nonacademic salary increase for the California State University and Col-
leges (CSUC). (Augment Item 355 by $11.0 million and Item 361 by $2.2
million for a total recommended augmentation of $13.2 million.)

The Governor’s Budget would provide a 5.5 percent increase for non-
faculty UC employees ($14,389,000) and 7.6 percent for CSUC noninstruc-
tional employees ($12,865,000). We refer to these two classifications as
nonacademic. The dollars provided are based on the $65 per employee
policy.

Our recommendation is based on the policy applied last year that
nonacademic UC and CSUC employees should be treated equitably with
other state employees To fund nonacademic salary increases comparable
with civil service would require (1) $25.4 million for UC or $11.0 million
more that the Governor’s Budget and (2) $15.1 million for CSUC or $2.2
million more that the Governor’s Budget. Because the numbers and
weighting of CSUC nonacademic employees are different than those of
overall civil service, the CSUC 85 percent is comparable to the civil
service 9.7 percent.
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Eliminate Classlflcatlon Inequmes

We recommend the California Postsecondary Educabon Comnnsszon
(CPEC) calculate a dollar amount to correspond with the academic salary

increase percentages reported annually for sa[ary parity with companson_

Institutions.

In response to a requirement by the Budget Conference Committee of
the 1969 Legislative Session, the Coordinating Council for Higher Educa-

tion (CCHE) developed'uniform definitions of “academic” and “nonaca-

demic” categories with particular attention to identifying within the

academic category those employees having instructional duties.
Definitions were developed and approved by the CCHE on October: 6

1969. The objective of the definitions was not to place all personnel wtth_

similar. titles into the same category, but rather to determine whether
substantial inequities existed within, and between, the segments in their
categorization of job classifications. It was the intent of our office in mak-
ing the original recommendation to the Legislature that-actual duties
performed, rather than general duty descriptions, would determine the
category (i.e., academic or nonacademic) to which each job class1ﬁcatlon
is assigned. Th1s intended follow-up has never occurred. ‘

Our current recommendation would require the CPEC to prepare cost
estimates related to its annual report on the percentage increase necessary
to maintain salary parity with comparison institutions. To accomplish this

“task CPEC will have to include or exclude job classifications relative to the
“academic” category. These decisions should be based on the definitions
established in 1969 and actual duties performed where questions or mequl-
ties arise.

~ PROVISIONS FOR EMPLOYEE COMPENSATION

_ Judicial . .
Item 100 from the General , NS
Fund A e ‘ Budget p. 182
Requested 1976-77 ..........ccoovmvee oot T - $540,000
ESHMALEA LO75-T6.ecovervrcreessiereseserstessssssosssossssnssesssssssmesssessesns 9,473,000
‘Actual 1974-75 .............. rrerersrasese it seseseanerrnens et s 1,226,040
Requested decrease $1,933,000 =~ :

Total recommended increase .................. R rertreneens e $1,448,000
' _ Ana)yefs

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Judicial Salaries.. Augment $1,448,000. Recommend aug-- 193.
mentation and legislation to provide adjustment of judges’ =
salaries on basis of average percentage increase prov1ded s
other state employees
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ANALYSIS AND RECOMMENDATIONS

The $540,000 proposed in Iterm 100 would provide a $65 per month salary
increase for judges of the Supreme Court, courts of appeal and superior
courts in line with a like salary increase proposed for other state em-
ployees. It would be necessary to repeal existing law to implement this
salary adjustment. Government Code Section 68203 provides that the
salaries of these judges and municipal court judges shall be adjusted on
September 1 of each year by the percentage- of increase in the California
consumer price index (CCPI) for the prior calendar year. The proposed
" salary increase would provide percentage adjustments of 1.3 percent for
the justices of the Supreme Court, 1.4 percent for courts of appeal judges
and 1.7 percent for superior court judges compared to an estimated 10.45
percent increase under the existing CCPI formula as projected by the
Department of Finance. To provide the increase required under Govern-
ment Code Section 68203, this item would have to be increased by approxi-
mately $1,600,000. :

Need to Coordinate Judicial and Civil Service Salary Adjustments

- We recommend an augmentation of $1,448,000 and legislation to pro-
vide for adjustment of judges’ salaries on the basis of the average percent-
age increase provided for other state employees.

The state’s general salary policy is based on the principle of providing
equal pay for equal work as determined by State Personnel Board surveys
of salary patterns in the private sector and in other public jurisdictions.
Salary adjustments for state executives are normally based on the average
. increase prov1ded for the civil service classes. Inflation is a factor in this
- process only in the indirect sense that it may be reflected in the board’s
salary surveys. Of all categories of state employees, only judges receive
automatic salary adjustments on the basis of increases in the consumer
. price index. Pursuant to the Government Code provisions, all judges (ex-

cept justice court judges) were granted a 12.342 percent increase on Sep-

tember 1, 1975. The projected 10.45 percent adjustment required under
these provisions on September 1, 1976, will result in salaries for the affect-
_ed Judges as shown in Table 1.
Table 1

Judges’ Current and Projected Salaries
(Based on Existing Law)

Current Estimated

: Salary Salary - Salary
Position (9/1/75) (9/1/76) Increase

Chief Justice, Supreme Court $61,609 $68,047 $6,438
Associate Justices, Supreme Court ......c.ooovveece Ceeeeesereserns 57,985 64,044 6,059
Judges, Courts of Appeal . 54,361 - 60042 . 5681
Superior Court Judges 45,299 50,033 4734

. Municipal Court Judges . 41,677 46,032 4355

In periods of rapid inflation as experienced during 1974 and 1975, the
percentage increases in salaries for judges have been significantly higher
than the average increases approved by the Governor for other state
employees. During less inflationary periods, salary increases for general
state employees have occasionally exceeded increases provided judges
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Civil Service, Exempt, Statutory and Academic Employees—Contmued

but, on balance, a significant d1spar1ty has developed between ]udIClal
salaries and those paid to other responsible positions in state government.

In the current year, for example, the judges received an increase of 12.3.
percent compared to the average of 6.7 percent (excluding one-time
bonus funds) paid to civil service employees. Some categories of state»
executives received only 3 percent because of limitations imposed by the
Governor. The projected 10.45 percent increase for judges will compound
this disparity.

-In order to provide salary increases for judges commensurate with in-
creases provided for state civil service employees generally, we believe
that judges’ salary adjustments should be based on the average percentage
increase provided other state employees. Based on the average state salary
increase recommended by the State Personnel Board, this would result in
a 9.7 percent increase for judges in the budget year as compared to. the
estimated 10.45 percent under present law. This recommendation would
require legislation which would not become effective until January 1977
unless an urgency clause is adopted.

Alternatively, the State Personnel Board could be directed to survey
judges’ salaries paid in other state and federal jurisdictions (as in the.case
of University of California and the State University and Colleges’ instruc-
tional staff) to determine appropriate salary level‘s to be applied to judges:

If such legislation (with an urgency clause) is not adopted and the $65
per month salary increase is rejected, this budget item would be insuffi-
cient to provide the estimated 10.45 percent salary increase effectlve
September 1, 1976:

Reserves for Contingencies
EMERGENCY FUND

Item 104 from the General

Fund _ : ’ -Budget "p..'151786
Requested 1976-77 ......... e oo $1,500,000.
Appropriated by the 1975~76 Budget Act ....ccovvviciiiiinninnns - 1,500,000

. . Analjsls
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS " - . -page. .

1. Deficiency appropriations. Recommend consolidated list-- 196 .
ing of proposed deficiencies be included in future budget
presentations.

ANALYSIS AND RECOMMENDATIONS
We recommend approval. L
The Emergency Fund provides a source from Wthh the Department
of Finance can allocate funds to state agencies for expenses resulting from
unforeseen contingencies not covered by specific appropriations. This
item also provides temporary loans to state agencies whose operations




