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SUMMARY OF STATE EXP_ENDITURES FOR EDUCATION -

California’s system of public education is composed of elementary, sec-
ondary, and unified school districts, the community colleges, the Califor-
nia State University and- Colleges, the University of California, the
California Maritime Academy, and the state-operated schools for hand-
icapped children. Support for education is derived from: a variety of
sources, including the State School Fund, local property taxes, State Gen-
eral Fund appropriations and federal aid.

- In1976-717, state General Fund expenditures for education contmue to
account for the largest share of the budget dollar. The budget summary!
which follows indicates that in 1976-77 more than $4.5 billion will be spent
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by the state General Fund for all facets of education (excluding capital
outlay). Such expenditures represent 43.6 percent of the proposed Gen-
eral Fund expenditures during the budget year and 32.4 percent of all
expenditures, excluding bond funds: These amounts include (1) support
for the University of California, the California State University and: Col-
leges, the public school system and state special schools, and (2) support
for special programs such as Early Childhood Education ‘compensatory
education; vocational education and debt service on pubhc school bonds.
Table 1 shows. total state operations expenditures and subventions for
education from the General Fund for the past fiscal year, estimated ex-
penditures for the current year and the amounts- proposed for 1976-77.

Table 1
General Fund Expendltures for Educatlon

Actual E'sbmated " Proposed _Change from 1.975-76

1974-75 1.975-76' 1976-77 ‘Amount - Percent
State Operations: o K : g
Department of Edu- _ o . S o
cation .....ecreenerines $11,729,171 $15,311,178 $16,245,805 $+934627 461%*°
Special Schools for . S T
the Handicapped.. 12,707,173 14,436,605 = 14443835 +7230° © +01
Advisory Council on’ o ' T
.- Vocational Educa-- - : : : B ‘ s
E 1 () + RO 110829 . 153669 - .. 6L,164 . . - 92505 -60:2
Division of Libraries 2,756,754 3289567 - 3,374,307 . 484,740 - +26 .
Commission for - L
Teacher Prepara- » :
.. tion and Licensing 9,303 S 1) | P — Al 371« - -100.0
Postsecondary - Edu- . : . ‘ i are
cation Commission 914,887 1,289,365 - 1,266,390 - . —22975 o .=L8
University of Califor- _ R Lo . _ Ce e
BB oo 514566350 587,005,381 619042999  +3LO4T34I  +54
Hastings College of : ’ . .
U LaW s 2,684,019 3,172,810 3,556,773 +383963 . :+12.1
California State Uni- : : _ S R
versity and Col- : B I A P
= 1eges® v orene 481,546,141 542,057,016 576,326,165 434,269,149 63 »
"' California Maritime o ' ’ N
Academy .........cc. © 1463852 . 1,802,390 . 1944095 +141,705. 479
California . Commu- R ' ) ;
nity Colleges’......” 1,328,791 : 1,783,571 1,957,632 ° +174,061 1. 498 -
Student Aid Com-- S A L S KR
© CTTSSION suervvivcivnrienier o0 42,483,456 . 53,914,321 62,659,212 +8,744,891 +162 .
- 'Totals—State:" s oo S B
Operations.......... - $1,072,300,726 $l,224,3(ﬂ,244 $1,300,878,300 - $+76,571,056 +6 3%
“Local Assistance:®
Early Childhoed : : o Lo
Edueation' ........:"- 740,913,066 63,200, 02 .97,700,000 - - 434,500,000 4546
Educationally Disad--- .~ . R s L
" vantaged Youth ...~ - 83,122,784 90482400_,_- 100,482,400 e
Compensatory Edu- ) R
(1 10) s RN 3,833,266 3,695,000 3,695,000 —_ —

Special - 'Elementary
School - "Reading .
Program ........cccoeeeens 15,349,625 13,849,625 13,849,625 — —
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‘Special  Education L ‘ IR
Master Plan............ 300,000 10,000,000 - 24,000,000 + 14,000,000 +1400°¢

Sheltered Workshops . —_ 170,000 170,000 . — -
Development Cen- ' N ' -

fers i iepssserni 8,322,630 10,990,760 12,540,430 . - +1,549,670 - +14.1
Vocational Educa- ) : : ‘ o

13125 - 417,000 833,000 +416,000 998
Career  Guidance o . ’ ] e

Centers........... rroeiess 41,514 T 74290 — 74,290 —100.0
Child Developmentf . - 40,758,826 47,535,811 46,653,447 . . -882364 —19
Indian Education....... © 610,590 560,806 - 600,000 +39,194 . +70
Bilingual-Crosscultur- . )

) ST 4,168,108 9,011,673 9387708 +376035 - +42
Instructional Materi- o ,

A8 eereeeeniusaessrsnrsnns 25,031,936 . 27,527,178 29,735,136 +2207958 480
Instructional Televi- .~ i ’

FTs3 RO o T18,028 814,000 814,000 Y- —
Continuous Wt B 373,000 . —_— 373,000 —100.0
Child Nutrition.......... 13291316 - - 33,927,781 44,680928 . 410,762,147 . 4-3L7
Apportionments' for . o , e S

Public Schools....... - 1950343420~ 2118340509 22156046647 - 497,706,138 - +46
Loans to School Dis- -~~~ : L

LEHCES croirenennriinreseenes 367,739 —84,685 3,167 +87,852 +1037
Assistance to Public . . : . »

Libraries. ..o 1,000,000 1,000,000 . 1,000,000 —_ -
Legislative mandates —_ '98,750 32,500 ‘43,150 +13.0
Teacher’s  Retire- ' _ ' :

MENE corvrerisiareisianens 135,000,000° 135,000,000 135,000,000 —_ -
Debt Service to Pub- : .

. lic School Building

Bonds ...ooenrerniicnne 43,191,715 34,971,573 27,448,811 ~1,529,762 —215
Community College :

Apportionments.... 346,066,049 - - 381,161,799 460,880,413 +79,718614 4-209-~
Community - College ) : . : .

Extended Oppor- . : o .-

tunity Programs... . 6,170,500 7,656,018 11,484,027 +3828009 4500 N

_Totals—Local : o - L
Assistance........... $2718,607,121 ~ $2,990,703,288 $3,227,046239 $4236342951  4798% -
GRAND TOTALS/ ' '

General Fund....... $3,790,907,847  $4,215,010,532  $4,527,924,539 $+3l2,914;6(ﬁ +74%

® State operations have been increased for 1974-75 and 1975-76 to reflect the expenditures for the follow-
ing categorical programs: Educationally Disadvantaged Youth, Special Education Master Plan, Child
Development, Indian - Educatxon, Bilingual-Crosscultural, Instructional Televxsxon and Child Nutri-
tion.

b Does not include $25,243,000 1976-77 salary increases.

¢ Does not include $27,402,000 for 1976-77 salary increases.

4 Local assistance for 1976-77 has been reduced to reflect the cost of state operat\ons for the followmg -

categorical programs: Educationally Disadvantaged Youth, Special Education Nfaster Plan, preschool”
Child Development, Indian Education, Bilingnal-Crosscultural, Instructxonal Television and Child
Nutrition.

© This increase is solely the result of a bookkeeping change. In 1975-76, the public school ::lm:acn’t:mnmentsIi
provided $14 million to Master Plan districts in addition to the $10 million credited under the Master
Plan entry. In 1976-77 the apportionments will again provide $14 million and the budget reflects a
debit to the apportionment acééunt and a credit to the Master Plan.

£1t should be noted that $10 million has heen added to the Health and Welfare Agency budget in 197677
for Special Assistance for Children’s Programs. This expanded amount of funding will be administered'
by the Secretary of the Health and Welfare Agency. .
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SUMMARY OF FEDERAL AID TO CALIFORNIA SCHOOLS '

Federal assistance to California is composed of a wide variety of pro-
grams which are designed to provide special assistance for (1) a particular
element of the pupil population, (2) instruction in specific subject areas
. and (3) support to relieve significant problems. Table 2 identifies the

- major programs and subprograms of federal assistance and indicates the
anticipated amounts California will receive under each. The table demon-
strates that $403 mllhon is ant101pated in the budget year from all pro-
grams.

STATE AND LOCAL SUPPORT TO»PUBLIC SCHOOLS

The two principal sources of support for California’s public schools are
State School Fund apportionments and local property tax levies. In past
years the relatlonshxp betweenthese sources of support has varied sub-
stantially as is illustrated in Table 3. It has been frequently suggested as -
a result of this wide variance in the state contributions to the total cost of
education that a standard measure of state responsibility be established,
such as the proposal that the state contribute 50 percent of the total cost
of education. It should be recognized, however, that recommendations of
this type usually define the relationship between state and local expense -
in the narrowest possible sense, i.e., the percentage of State School Fund
-apportionments to total state and local school district General Fund reve-
nues.

This relationship, however, is an 1naccurate picture of the state’s total
effort regarding public education because it does not reflect other educa-
tional expenditures appropriated through budget action. Table 3 also re-
views all state expenditures for education and indicates that the state has
assumed a greater share of total educational expenditures than the former,
more narrowly deﬁned relationship would mdlcate

Table 2
Federal Support to California Schools °

- Change from
Actual Estimated - Fstimated | 197576 »
197475 1975-76 1976-77 Amount  Percent

Flementary and Secondary
Education Act:
Title I: Compensatory
. Education - - ‘ - :
Low-Income Families ...... $113,960,213  $142,164,193 '$128,062,203 $-14,101,990  —100%
. In Schools for

. Handicapped............. 1,882,160 . 2,169,878 2,026,019 — 143,859 —66

In Institutions for ) : . .

Delinquent........coooerie 1,301,218 1,594,946 1,448,082 —146,864 —92
In Adult Correctional - . . . -

Institutions ............. s . —_ 183,601 183421 —180 -0.1
Migrant—Assistance to : : ‘

Impacted Districts ... 9,373,952 94,347357 17,341,872  ~7,005,485 -28.8
Migrant—Preschool........... 457,000 457,000 457000 — -
Urban and Rural Schools 619,053 4,079,039 —  —4,079,039

* State Administration ....... 2,160,984 2,359,590 2,464,088 +104,498 +4.4
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Subtotals, Title I............ $129,754,580  $177,355,604 $151,982,685 $—25372919 143

Title II-IV B: School Library : .

RESOUTCES .on.voverarseerearesninnes 3,053,345 16,153,187 8987894 7,165,293 —444
Title III-IV C: Supplemen- :

tary Centers and Services 7,436,773 10,052,039 9,833,459 —218,580 -22
Title M-IV B: Guidance, ’

Counseling and Testing .. 1,282,247 1,370,999 1,326,623 —44,376 -3.2
Title V-IV C: Strengthening

the State Department...... 2,868,065 3,691,085 3,628,470 ~62,615 ~17
Title V<IV C: Regional . .
Evaluation Improvement

Centers ......coouupmssesusiessenns 859,307 370,312 © 390,460 +20,148 +54

Subtotals, ESEA ............. $15,499737  $31,637,622 $24,166,906 $-—7470,716 —23.6
Right to Read .....ccovnncrvernns - 332607 381,664 389,990 +8,326 +22
Advisory Council on Vocation- : i

al Education ... 66,510 179740 . . 197916 . +18,176 ;+-10.l
NDEA Title HI-IV B—Equip- s o . .
ment and Minor Remod-

31117 S 1,594,299 3,585,287 2227794 —1357,493 -379
Education Professions Devel-

opment Act: .
" Vocational Technical............ 904,486 432,614 425,056 -7,358 -17

Vocational Education Act:

Occupational Preparation .. 49,295,654 53,775,100  $46,740,716  ~7,034,384 -131
Adult Education Act (BASIC) 4465911 - 6725974 4517430 —2208,544 -328
Manpower Development and

Training Act:
Occupational Preparation .. 366,720 - - - _
Child Nutrition Act of 1966, :
PL 93150 ..ooorrrerrrerninensiae 119,066,556 139,807,092  153,346219 +13,539,127 +9.7
Education of the Hand- . .
icapped Act, Title VI i ‘
Special Education.......conn.. ‘ 6,053,287 11,756324 11,756,324 — —_
Federal Education Projects k
(MiSC.) cvneresnncarneenen - 1,377,239 2,790,333 1680276 1,101,057 ~393
Library Services and Con-
struction Act ... fvanes 1,374,107 4,662,380 5,565,396 903,016 +194
Totals, Federal Aid ................. $336,151,693  $433,080,734 $403,005,708 ~30,084,026 ~6.9%

2 Not shown in this table are federal aid from ESEA Title VII (Bilingual Education), Economic Opportu-
nity Act—Headstart and Followthrough and funds from PL 874-—Aid to Federally Impacted Areas.
Funds from these four programs flow directly from the federal level to the local district and are not
reflected in the Governor's Budget. In 1976-77 the total for these four programs is. estimated to be
$127.8 million, an increase of $4.3 million or 3.5 percent over 1975-76.




. Table 3
State and Local Sources Revenues for Public School Support
1963-64 Through 1973-74
‘ (Thousands)
Total General Fund . Percent of
revenues of school Percent of - lotel state
districts ' Other state Total state State School Fund ~ subventions to
Year (state and local) ® State School Fund subveritions® subventions to.total revenue total revenue -
1963-64 $2,193,337 $839,341 $103,443 $942,784 38.3% 430%
1964-65 2443975 937,400 . 117,880 1,055,280 385 434
1965-66 2,663,827 997288 127473 1,124,761 314 423
1966-67 2,973,706 1,049,793 170,627 1,220,420 35.3 410
1967-68 3,403,000 1,271,933 169,579 1,441,512 ; 374 424
1968-69 T 3,699,560 1,315,158 189,810 1,504,968 35.5 40.7
1969-70 4,067,690 1,432,997 201,851 . 1,634,848 35.2 402
1970-71 4,491,956 1,518,899 212,991 1,731,890 338 386
1971-72 : 4,829,150 1,500,341 240,794 1,741,135 311 : 36.1
1972-13 5,198,500 1,582,366 242,035 1,824,401 . 04 35.1

1973-74 5,879,623 2,122,340 390,967 2,513,307 36.1 427
1974-75° - —_ - _

8 Final 1974-75 figures are not available.

b From Controller’s reports: financial transactions concerning school. districts of California, and state budget documents, 1963 to present.

¢ Includes many items funded outside State School Fund (i.e., free textbooks, child care centers, contributions to Teachers’ Retirement Fund, etc.).

penuizuod—NOILLYINAI
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Department of Education
STATE OPERATIONS

General Fund

Requested 1976-77 .............. e rrmsissnsnsnsesssessssssrssssssinsensissseeenss | $33,302,388
Estimated 1975-76......cccccemvmiecrrinensinnsonnssosraessssssssssssessneneine - 31,289,780
ACHUAl 19T4-T5 ...t seseses it seess e sesesess e snsanas 26,726,601
 Requested increase $2,012,608 (6.4 percent). -
Total recommended reduction ........mermerisssisans $306,175
Budget Act Budget Analysis
ltem . page page
335  General activities - 860 663
336  EDY and Child nutrition administration - 860 663
337" Driver training Lo 859 663
340 Advisory Council on Vocational Education 864 663 -
© 341 Special schools 853 663
342 State library 864 749
Statq School Buildihg Aid Fund ‘
Requested 1976-T7 ........ccceecvmrrenrensienressssossionssssssssissnes rersrreeraens . $357,068
Estimated 1975-76............ccvvcsivinnininiinersnes R SN 348,884
Actual 1974-T5 ...t cierte s gsrs s snsasarane e 323,996
Requested increase $8,184 (2.3 percent) '
Total recommended reduction ...........o.cccovuivviunnnees Vnresestaeinsases $33,398
' Budget Act - Budget ‘ Analysis
Item . : page ) page
338 School facilities planning 859 ; 718
- Surplus Educational Property Revolving Fund
Requested 197677 ..ceomereeemeesecersossn et saninissneens $4,587,208
Estimated 1975-T6........c.c.coviceiviesiinersneaisisrasiesisesisnassaerssssessess - 4,659,650
Actal 1974=T5 ..ot reseere st re s sestsaasasaessinessibasens 3,908,707
Requested decrease $72,442 (1.6 percent) :
‘Total recommended reduction ...........ccoeeerceeriiivinies rasssiensssiesses: None
Budget Act o i N - - Budget Analysis
- ltem page S page

‘339  Educational agency for surplus property 858 718
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Department of Education
LOCAL ASSISTANCE

General Fund

REQUESEA 19TB-TT ..o eerrerrenenneenrsnnsersssesensenmmennennenseener $2,560,268,603

Estimated 1975-T76........cccrveirreeieriisrerscseose e senssoenins e 2,402,315,565
ACtUal 19T4-T5 ...oneerererieeerenree et e tssssssse et snssssstonni . 2,153,201,487
Requested increase $157,953,038 (6.6 percent)
Total recommended reduction ..........ceeeivensiesioenenssesinns $22,377,485
Budget Act » Budget Analysis
Item . page page
320  Early childhood education 829 - 705
321  Educationally disadvantaged youth - 846 669
322" Compensatory education 846 672
323  Miller-Unruh reading 830 710
324  Master plan for special education . 851 699
325 = Occupational training for the handicapped 851 699
326 Development centers 854 701
327  Child development and preschool 845 683
328  Indian education centers 843 681
329  Bilingual education 841 673
330  Instructional television 849 697
331 - Child nutrition programs 858 738
333 Assistance to public libraries 865 750
33¢  Mandated local programs 867 665
Statutory Transfer to State School Fund 855 719
California Environmental Protection Fund
Requested 1976-77 —
- Estimated 1975-76. 275,000
ACHUAL 197475 ...t nseae e aaeannnes 275,000
Requested decrease $275,000 (100 percent)
Total recommended reduction ...........coeecerreorienereciossesinnnes None
Budget Act : Budget . Analysis
Item bpage : Dbage
—_ Conservation education _ 849 . 697
State Transportation Fund—Motor Vehiclg Account
Requested 1976-77 —
Estimated 1975-T6.......cvccveerereeneerensseerensssesssssesssssssrassisesisssns 100,000
Requested decrease $100,000 (100 percent)
Total recommended reduction ..., None
Budget Act ) ) Budget Analysis
ftem page page

— Severance aid for highway land 854 719
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ReQUEStEd 197677 ooovceuveesivomveniesssosmmssessssinmsssssisosimsssssssmisssssssss $21,500,000
ESHMALd 1975-T6.coovvvreesmrressmasesessssessesissessesssssssssssssssssisssssnes 20,200,500
ACHIAL 19T4T5 coveversevertcesneessnsssessssssssssissssssmsssressssssssssssesss 18,223,968

Total recommended INCIrease ......cuevreenerrevivnreremessemserseses

$6,500,000

1976-77 FUNDING BY ITEM AND SOURCE

Budget Act : Budget
Item page

Statutory transfer to General Fund .
arid then to State School Fund 857

Analysis
page

- T4

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS
PROGRAM |—INSTRUCTION

1.

Categoncal Funds. Recommend review of critical mass
concept used to establish per pupil expenditures of cate-
gorical funds..

Migrant Education Unit. Delete $33, 3.98 from State
School Buz[dmg Aid Fund (Item 338). Recommend dele-

_ tion of one half-time community services consultant and

one half-time clerical position.

. Educationally Disadvantaged Youth Program (EDY)—

‘Augment General Fund Local Assistance (Item 321) by
$2.7 million. Recommend augmentation to guarantee
school districts will receive at least 85 percent of 1975-76

. EDY allocatlon as a result of update of EDY allocatlon

formula,
Educationally Disadvantaged Youth Program (EDY)
Recommend the Department of Education submit plan to

reduce EDY entitlements to school districts which demon-

strate low levels of program effectiveness.

Professional Development Centers. Recommend De-
partment of Education limit school district participation to
three consecutive years.

Bllmgual Education. Recommend Department of Educa-
tion demonstrate its ability to coordinate program efforts
directed at hmlted and non-English-speaking K~12 popula-
tion.

Bilingual Education. Recommend Budget Act language

~ to preclude state bilingual program (AB 2284) funds from

supplanting any other state or federal funds available for
same purpose, and that AB 2284 grants reflect availability

..of other resources.

Blhngual Education. Recommend Department of Educa-
tion revise scoring criteria of language dominance survey
to increase test reliability.

. Bilingual Education. Recommend Department of Educa-

Analysis
page

667

668

. 670

671

672

676

677

678

678
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- tion pr0v1de tabulation of percentage of monohngual Eng-
lish and limited or non-English-speaking students in AB
2284 programs. , o

“10. Bilingual Education. - Recommend Department of Educa- 680

- tion conduct survey of language facility of California teach- =~~~
ers and provide results to school districts. '

11. Bilingual Education. Recommend legislation to revise 680
the Bilingual Teacher Corps Program from grant to loan
program. .

12. Child Development. Recommend $47,013, 942 of fundmg 685
of Child Development programs be from state General -
Fund rather than federal Title XX funds and that liberated
Title XX funds be used in lieu of General Fund for other

* “social services programs. o

13. Child Development Recommend Department of Educa- 686
tion require child care centers to adhere to and not exceed -

_ federal staff-child ratio requirements. o

14. Child Development. Recommend Department of Educa- 686
tion submit revised “staff-child ratic requirements to
become effective January 1, 1977 and Legislature adjust’ o

* - reimbursement rates effectwe July 1, 1977. : o

15. Child Development. ‘Recommend Department of Educa- 687
‘tion encourage differentiated staffing in child care centers. '

16. Child Development. - Recommend Department of Educa- 687
tion submit plan for expandmg use ‘of fam1ly day care

: homes.
17. Child Development. Recommend Department of Educa’- 688
" tion submit annual child care report reflecting recipients,
charactenstlcs expendltures and effectlveness of Chlld'
care. o

18. Child Development Recommend Department of Educa- 688
tion revise spemﬁed pohcles for relmbursmg Chlld care

. agencies. o

19. Child Development. “Recommend Health and Welfare 688
Agency report on effectiveness of child care in reducmg :

“economic dependency. S -

20. Child Development.  Recommend Department of Educa- - 689
tion revise policies pertaining to deduction of parent fees. -

21. Child Development. Augment General Fund support 690

» (Item 335) $70,000. Recommend establishment of twods-
sociate management auditor positions in Department of -
Education’s Internal Audxt Unit to review ch11d care’ ex-"- a
penditares. - R

22. Child Development. De[ete $10 mz]bon from General 691
Fund (Item 281).. Recommend deletion of proposed - L

 amount for undefined expansion of children’s programs.

23. Mentally Gifted Minors. Recommend Department of 694

. Education revise procedures for idéntification of mentally *
gifted minors. : :
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24. Mentally Gifted Minors. Delete $1,583,343 from General = 694
Fund apportionments for mentally gifted minors. Recom-
mend apportionment for mentally gifted minors be based
on regular class K-12 average daily attendance (ADA)
rather than total K-12 ADA.

25. Mentally Gifted Minors. . Delete $2,054, 472 from General 695
Fund apportionments for mentally gifted minors. Recom-
mend elimination of the average daily attendance of X~3
pupils participating in the Early Childhood Education Pro-

- gram from apportionments for mentally gifted minors.

- 26. Continuous Learning. Recommend the unexpended bal- 696
ance of the $800,000 appropriated by Chapter 1170, Stat-
utes of 1973 for one-time grants to school districts with
year-round programs be carried forward to 1976-77.

27. Instructional Television (ITV). Withholding recommen- 697
dation approval of $814,000 proposed in Item 330 for ITV
in 1976-77 pending determination of current year I'TV ap-
portionments.

28.. Conservation Education. Recommend the Department 697

' of Finance justify the proposed elimination of grants to
school districts from the California Environmental Protec-
5 tion Program Fund.

99. Special Education. Augment General Fund (Item 324) 700
by $1,440,000. Recommend inflation increase for Master.

Plan for Special Education Pilot Project. Further recom-
mend that Department of Education provide financial and
program information concerning the pilot projects.

30. Development Centers. Delete $1,549,670 from General 702
Fund (Item 326). Recommend utilization of federal
funds rather than state General Fund in expansion of de-
velopment centers.

31. Farly Childhood Education (ECE) Delete $22,100,000 1706
from General Fund (Item 320). Recommend ECE ex-
pansion of $12.4 million to serve 40 percent of XK~3 pupils
in lieu of proposed expansxon of 34.5 million to serve 52
percent of pupils. -

32. Early Childhood Education (ECE). Recommend De- 707
partment of Education improve ECE evaluation proce-
dures. ;

33. Early Childhood Education (ECE) Recommend De- 708
partment of Education submit annual ECE evaluation re-
port by December 15. _

34. Early Childhood Education (ECE). Recommend De- 708
partment of Education allocate larger percentage of ECE
funds to educationally needy pupils.

35. Early Childhood Education (ECE). Recommend State 709
Board of Education adopt rules and regulations to termi-
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nate unsuccessful programs in ECE school dlStI‘lCtS ,

36. ‘Early Childhood Education (ECE). = Delete $234,983 from 7109
General Fund (Item 335). - Recommend lower Depart-
ment of Education administrative costs commensurate
with our recommended local assistance funding level.

37. Miller-Unruh. Augment General Fund Local Assistance = T11
(Item 323) by $800,000. Recommend increase to contmue
program at 70 percent support level.

38. Miller-Unruh.. Recommend optxonal use of Miller-Unruh - 711
teachers in grades 4-6.

39. Miller-Unruh. Recommend maximum state subsidy of 711
75% for Miller-Unruh teachers.

40. Miller-Unruh. Recommend Department of Education 712
provide additional information in annual Miller-Unruh
evaluation report. -

4. Driver Training. Augment $6. 5 million from the Driver 714
Trammg Penalty Assessment Fund. Recommend in-
crease in state reimbursement rate for driver tralmng from .
$60 to $80 per pupil.

Program ll—Administrative Support Services - '

42 Adult Education. Recommend (1) extension of budget- 723
ary cap on secondary arid community college adult educa-
tion, (2) factoring of adult secondary education
apportionments, (3) inclusion of computational tax deduc-
tion in funding of county operated ROC/ROPs, (4) utiliza-
tion of 50 minute unit to determine whether a high school
student qualifies as a defiried adult, and (5) inclusion of
K-12 adult programs in current Postsecondary Education
Commission ‘study of community college finance.

43. Adult Education. Recommend legislation to limit appor- 726
tionment credit for combination attendance in regular,
adult and ROP/ROC programs. :

44. School District Inflation. 'Recommend legislature consid- 727
er (1) Serrano effect of inflation adjustments such as Chap-
ter 277, Statutes of 1975 (SB 220), (2) inability of school
districts to reduce costs as revenues declme because of
teacher tenure laws.

45. Summer School. Recommend (1) reduction of state fund- 798
ing of summer school programs to reflect actual costs, and
(2) Department of Education report to the Legislature on
purposes and effectiveness of summer school programs. ™

46. Serrano Considerations. Recommend Legislature consid- 73]
er in réview of any Serranobills (1) ¢hange in entire range
of distribution of ADA, (2) elimination of basic aid to high
wealth school districts, (3) impact of categorical aids on
revenue limits and redistribution of categorical aid based
on tax effort and property wealth index. - -
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47. Textbook Selection. - Delete’$54,675 from' General Fund T34 .
(Item 335). Recommend .disapproval .of staff services
analyst positions proposed for textbook selection function.

48. State Printer. Recommend (1) phase-out of Office of 734
State Printing from textbook manufacturing process. dur-
ing 1976-77 and (2) legislation to (a) apportion all textbook

funds directly to school districts, (b) restrict funds to pur-
- chase of instructional materials and (c) authorize districts
to purchase directly from publisher or distributor.

49. Textbook Adoption. : Recommend textbook minimum use 737
period of six years.

50. Food and Nutrition Program. Recommend Department 738
of Education develop accurate estimate of future state cost
in food and nutrition program.

Program lll—Departmental Management and Special Services .
51. Office of Program Evaluation—Delete $86,517 from Gen- - T42
eral Fund (Item 335)—Recommend deletion of one con-
sultant position for ECE evaluation and one-half consultant
“position for evaluation of Indian Education Centers. = =~
52. Comprehensive Evaluation Plan—Recommend Depart- 743
ment of Education annually prepare for budgetary review
a comprehensive plan for educational evaluations. *
53. ‘Evaluation of Education Programs—Recommend Depart- ~ 744
. ment of Education utilize statewide testing data in evalua-
tion of education programs. . v
54. Summary of Program Evaluatlons—Recommend Depart- 744
ment of Education annually prepare a summary of pro-
gram evaluations. L
55. . Educational Management and Evaluation Commxsswn—, 744
" Recommend budget language to authorize Commission
to spend up to $10,000 of its budget for outside consulting
_services.
56. Indirect Costs-—Recommend Department of Educationre- = 747
spond to Department of Finance recommendatlons con-
-cerning indirect cost allocation system.

Program IV—Library Services

57. State Library—Recommend defer budget review of sup- 750
. port for State L1brary until completlon of feaS1b111ty study

GENERAL PROGRAM STATEMENT

The budget of the State Department of Education is composed of both
state operation and local assistance items. The state operation items pro-
' 'vide support for state level administration of the public school system,the
State Library and the state special schools. The local assistance items
provide for specified subvention programs such as bilingual education and
early childhood education. The state school apportionments for basic aid
and equalization aid, which will total $2.2 billion (K~12) in 1976-77, are not
appropriated in the Budget Act. Table 1 displays all Budget Act items
related to the Department of Education for 1976-77.
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Summary of Recommended Fiscal Changes
. 10:1976-77 Education Budget

“Driver
Training
. State School Penalty As-
; Building sessment Fund
Program or Activity Amount " General Fund Aid Fund (" Transfér)

Migrant education .............. —$33,398 ’ —$33,398
‘Educationally ~ disadvan- ) -
taged youth program.. +2,700,000 - +$2,700,000 -
'Child development ........... (+4701302)  (+47013949) *
+70,000 470,000
_ (-10,000,000) b (-10,000,000) ®
Mentally gifted minors ...... —~1,583,343 -1,583,343
: —2,084,472 —2,084,472.
Special education ............... +1,440,000 +1,440,000
) © o =1,549670 - —1,549,670
Early childhood education - —22,100,000 -—22,100,000
_ : . —234983 . - . 234983
- Miller-Unruh ... +800,000 + 800,000
- Driving Training +6,500,000 S : +6,500,000
Textbook selection ...... —54,675 : —54,675
Office of Program Evalua- _
[ [ PO o —-86,517 86,517 .
Subtotal—increases ........ “+$11,510,000 +$5,010,000 : +$6,500,000
Subtotal—decreases ........ —21,727,058 —27,693,660 —$33,398 '
Net Change ...l | —$16,217,058 = $22,683,660 —$33,398 + $6,500,000

#Not included as a General Fund augmentation since would be offset by a General Fund reduction for

other social service programs.
b Not 'included in education totals since recommended’ reduction would be from Health and Welfare

Agency Budget Act Item 281.

Budget Overvuew

The Department of Education’s expenditure budget is orgamzed into
eight programs, elementary education, secondary education, adult educa-
tion, special programs and support services, administrative support serv-

_ices, department management and special services, library services, and
mandated local programs (legislative mandates) . Table 2 displays expend-
itures and funding of these programs. For summary purposes we have
classified as “Instruction” elementary, secondary, and adult education,
and special programs and support services including mandated local pro-
grams. :

The crossover between the Budget Act items shown in Table 1 and the
planned expenditures shown in Table 2 is displayed in Table 3. The ana.ly-
sis which follows addresses all eight programs in the sequence shown in
Table 2.

1t should be noted that the Governor’s Budget reflects a total General
Fund increase of 6.5 percent ($161,253,182) in 1976-77 over 1975-76. This
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includes a proposed expansion of early ¢hildhood education by $35 million,
an expansion of the state basic and needy subsidies for school meals by $11
million, a $1.6 million expansion in development center services to hand-
. icapped children, $1.5 million to:establish regional adult and vocational
education councils, and an expansion of demonstration programs in read-
ing and-mathematics by $1 million. In addition, $10 million is added.to the
Health and Welfare Agency’s budget for expansion of children’s programs.
The proposed budget continues the “cap” on adult education and does not
propose inflationary increases for categorical programs.
Table 1

State Department of Education
1976 Budget Act Items

Actual . Estimated Proposed - Analysis

Item  Purpose L 19meTs o 1976 197677 Page
Local Assistance: N , .
320 . Early Childhood Education ...... $40,913,066 . $63,200,000 $97,700,000
321 - Educationally Disadvantaged : :
’ Youth ..ocrennreiernirssirisernens 8,122,784 90,482,400 90,482,400
322 °  Compensatory Education ....... = 3,833,266 - 3,695,000 3,695,000
323 Miller-Unruh Reading Program ‘15,349,625 13,849,625 13,849,625
324  Special Education Pilot Pro- =~ =~ . )
T O, i 300000 10,000000 24,000,000
325" .Occupational . Training . B ‘ o
" Handicapped 170,000* 8,000 - - 85,000
326 . Development Centers - 8,322,630 10,990,760 12,540,430
327 Child Care and Preschoo 40,758,826 - 47535811,  46590,008°
~398  Indian Education Centers.... 350,000 310,806 600,000
-'329 " Bilingual Education ........ 3,836,000 8139808 . - 8,139,808
330 - Instructional Television ... . 718,028 - 814,000 814,000
331 . Child Nutritien Programs .......... 13,291,316 33927,781 - - 44,680,928
332  Adult Education and Regional ' o '
: Occupation Centers............ - -_ -
333 ' Assistance to Libraries. 1,000;000 1,000,000 1,000,000
334 - Local Mandated Legislation...... - - 28750 32,500 -
Subtotal, General fund only ;.....cc.bi. - $211965541 $984,059,741 - - $344,218,789¢
Staté Operations: <~ N i B o
335 - General activities .........cc.errennt $10, 409,263 $11,799,401 $13,595,848
336 EDY and Child Nutrition Ad- RO
. . 'ministration 742,382 © 1,480,538 1692234
337 'Driver Training ....... .o — 130,000 135,000
338 ' State School Building Aid.......... (323,996) " (348,884) - (357,068)
339 - Surplus - Property Revolving v o S
B R 111 1 OV T (3,908,707) - (4,659650) (4,587:208)
340 . . Advisory Council on Vocational - ‘ o ;
Education .. 110,829 - 153,669 61,164
341 Spec1al Schools. . 12,707,173 14,436,605 14443835
342  State lerary ..................... T 2,756,754 3,289,567 3,374,307

Subtotal, General Fund only -........... $26,726601  $31,280780 - $33,302,388
Totals—General Fund . $238,692,142 - - $284089,741  $377,52L,177
Totals—all funds $242,924,845 $320,358,055 $382, 465 453
8 Appropriated by Chapter 1472, Statutes of 1974:

bIncludes $2,203,860 of state operations. B

¢ Provxdes control language to. reflect the lumtahon on state apporhonments for adult and ROP/ ROC

programs. . :
9 Does not include statutory transfer to state school fund of $2,216 049 814.
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Table 2

Items 320-342

Staté Department of Eduéatlon .
State Operations and Local Assistance
--Expenditures and ‘Revenue by Program

Total Man Years ............

: ’ Actual Estimated Budgeted 1976-77 Change
Program- 1974-75 1975-76 ~  1976-77 ~ ~ Amount  Percent
1. Instruction: - S ] : o

State operations........ . $38845581 $46,634638  $47,873354  $1238716 . 27% -

Local assistance.......... 445,256,923, 573,171,270 579,252,326 6,081,056 1.1

Subtotal ...c.ccermree $484102504  $619805908  $627,125680  $7319772  12%
II. Administrative - ‘

Support Services I ;

State operations........ . $7,680,089- $10,056,711 $10,241,076 $184365 1.8

Local assistance .........  2,06,755,959 - 2340,291.312-  2,446,684592 - 106,393,280 - 45

“Subtotal ...t $2,114,436,048  $2,350,348,023 = $2,456,925,668 $106,577,645  4.5%
ITIl. Department Man- SRS ’

agement  ‘and
Special  Serv-
o dces: :

State operations.......... $6,516,659 $8,889,200 $7,304236 $—1584964 178

Local assistance:.......... 715,870 261,000 280,000 19,000 7.3 .

Subtotal ......c.ovarsesrine $7,292,529 $9,150,200 $7,584,236 $—l,565,964 171%
'IV. Libraty Services: S . '

State operations $3,753,946 $4,293,031 $4,409,792 $1167761 - 2.7

Local assistance 71,509,286 4728441 5,600,992 872,551 . 185

Subtotal ......cccmmiivenens -$11,263,232 $9,021,472 $10010,784 . -$989,312 . 11.0
Reimbursements: R R —

State operations.......... $—4,439,578 $-5,749262  $--5,651,560 “$97,702 17

Local assistance........... — 56,988,579 —58,134,271 —57,736,725 397546 7

Subtotal .voveins . §—-61428157  §—63883533  $—63,388285 $495248 8%
Net Total: ) .

State operations......... $52,356,697 $64,124,318 $64,176,898 $52,580 - .1

[ i 2,503,309459  2.860,317,752 - 2974,081,185 113,763,433 - 4.0

Total....cccneepireinizersorsen - $2,555,666,156 = $2,924442.070 - $3,038258,083 $113,816013  4:0%
General Fund ............... $22154857584  $2,465104917  $2,626358,099  §161.253,182 - 65%
State - Transportation . - S

Fund, Motor Vehi- :

cle Account ......... ; — 100,000 - ~100,000 -~ —
-California Environmen- ' o

tal Protection Pro- . -

gram Fund............ 275,000 275,000 : - . =500 —
State School Fund -....... 45847756 3,800,000 3950000 150000 39
Instructional Materials , e ,

Fung......omsriivesnnn. —5323780 - 16863885 — 16863885 —
Surplus - Educational : . .

Property Revolving : .

Fund.....orivioen, 3,908,707 4,659,650 4,587,208 -75442 16
School Buildfng AJd I o : )

.......................... - 323,996, 348854 357,068 8184 23
Driver Training Penalty R ' ' :
. Assessment Fund .. — 200,000 : - =200000 -
“Federal funds......... 336,151,693 433,089,734 403,005,708 . —30,084026 = 69
- 53171 - 95187 35102 . 85 3%
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Item

320
321
322
323
34
325
326
327
328
329
330

-331

333
334
335
336
337
338
339
340 -

- 341
1342
Totals, General Fund

* Special funds not included in totals.

- Master plan for special education

Indian education centers .

* Support, Department of Education
Support, EDY and nutrition programs

_ Special schools

Purpose
Early childhood education .
Educationally disadvantaged youth ...
Compensatory education
Miller-Unruh reading

Occupational training for the handicapped............coeemuens
Development centers '
Child development and preschool

Bilingual education

Instructional television !
Child' Nutrition programs
Assistance to public libraries
Mandated local programs

Vehicle instruction (farm) ..
State School Building Aid Fund.
Surplus Property Revolving Fund
Advisory Council on Vocational EQucation ...

State library operations

Fable 3
Crossover between Budget Act Items and Education Programs

Reconcx]es to total General Fund expenditures shown in Table 2 as follows

Total—General Fund expenditures

Budget Act items, as above

Transfer to State School Fund

Miscellaneous legislation

Statutory requirements

Instructional materials fund

Admipistrative Department
) Support . Management and
Instruction. - Services Special Services
I 7 . Y // {
$97,700,000 - —
90,482,400 — —
3,695,000 — -
13,849,625 - -
24,000,000 - -
85,000 - -
12,540,430 - -
46,590,098 - -
. 600,000 —_ —_
8,139,808 — -
814,000 ’ ) -
) - $44)689;928 ' -
32,500 - —_
6,926,370 2,725,492 $3,943,986
722,490 798,764 170,980
— 135,000 . -
(33,398) (323,670) -
= (4,587,208) —
— - 61,164
14,443,835 _— —
$320, 621 556 . $48,349,184 $4,176,130
$377,521,177
2,216,049,814
- 2,479,249
572,723 -
- 29,735,136

$2,626,358,099

Library
Services
i

3,374,307

Total
$97,700,000
90,482,400
3,695,000
13,849,625
24,000,000
85,000
12,540,430
46,590,098
600,000
8 ,139,308
814,000
44680998
1;000,000.
. 32,500
13,595,848
1,692,234
135,000
(357,068) *
(4,587,208) *
61,164
14,443,835
3,374,307

$4,374,307

$377,521,177°

£99 / NOILVDNQH 31~
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Table 4

Tterns 320-342

Instruction Program Expenditures and Funding

Actual Estimated Proposed 1976-77 Change
Program Element 1974-75 - 1975-76 1976-77 Amount = Percent
A. Special Programs and ) o
Support Services:
1. Compensatory Educa— . : ) R
(573 A $18,083,838 33,443,681 $26,162,572 - $-7,281,109  21.8%
2. Bilingual-bicultural edu- : : . .
[ 11 1074 O 846,872 2,054,883 2,768,919 714,036 - 34.7
+- 3, Planning and federal ad- ] i
IOSETAtON .o 11080231 19322415 15490548 -~ —3831,867 198
4. Child development. 83,072,396 87,617,245 87,563,027 —54218 1
5. Curriculum services........ 3,575,436 4,355,198 3,422,039 -933,159 214
6. Special education ............ 30,972,189 51,442,802 67,169,519 . 15726717 306
7. Mandated local = pro- ; . g
' : . ' L — 28,750 32,500 3,750 - 130
$147,628962 © $198264974 $202,609,124  $4344,150 - 22% . .
B. Elementary Education: s
1. Early® chlldhood educa- , : Sl
1170 41,296,539 63,728,900 98,684,923 34956023 549
2. Consolidated categorical R . _ ‘ 5
PIOZTAINS ..c.ivruusiieisinsnesiines - 204141217 ¢ 253,046,145 - 232,461,394 - —20,584,751 81 -
3. General activities ........... . 548413 707,115 783,005 - 75890 - 107
Subtotal......coereeercivriins $245,986,169 - $317,482,160 = $331,929,322 -$14,447,162 " 46% -
C: Secondary Education: ) i L
1. General secondary edu-
" CBHON i srsoisese 474082 136,587 127417 -9170 67
2. Consohdated categonca] ‘ : : -
PIOZIAIS covvveernireriessssionsionse 25,516,405 - - 32,654,986 20918026 ~ —2,7736960 - 84
- 8. Traffic safety educahon 195,642 263,484 271,326 7842 30
4. Vocational education ...... 55,435,344 59,615,103 - 53,258,436 - —6,356,667 - 10.7
. Subtotal .......................... $81,621,473 $92,670,160 $83,575,205 '$—9,094,955 9 8%
‘ ~_D Adult Education: : . . :
1. Adult education instruc- '
HOM .ovvrreiesensrenmasssreomsssesseses L 4571158 7,039,155 4,932,155 =2,107000 299
2. Postsecondary .education ] i . :
. {(school-approvals) ........ - 887,026 1,129,644 1090302 —39,342 35
3. Vocational education ...... 3,407,721 3219815 9,989,572 —230243 72
Subtotal.........c.urimmermrrsens $8,865,900 $11,388,614 $9,012,029 $-2376585 - 20.9%
Totals $484,102,504 . '$619,805908 - $627,125,680 . $7.319,772 - 1.2%
- State Operations.............i.st 38,845,581 46,634,638 47,873,354 1238716 - 27
' Loca.l Assxstance...........;......;.... 445256923 - 573171270 ~ 579,252,326 6081056 .11 . -
General Fund 21 ZWJ,&;J 273113645 343,673,528 50559883 185
Federal funds .. - 205872086 - < 28815457 - 2HO427,591 ~43,357,896 153
*“Reimbursements 60,854,844 62568837 62,991,163 " 495326 7
State School : Building Aid - ) T
FUund .....coveriiviiionmiiienniinses 29223 - 32939 . 33,398 459 14
California Enmonmental ’ ‘ -
Pratecbon Program _ o :
275,000 - 275,000 - ~275,000
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The instruction program consists of the four separately 1dent1ﬁed pro-
gram elements of elementary, secondary, adult education andspecial
programs and support services.

Table 4 displays expenditures and funding for the elements of the pro-
gram in the order we recommend for legislative review purposes.

A. SPECIAL PROGRAMS AND SUPPORT SERVICES

Special Programs and Support Services is responsible for assisting the
education age spans with, and providing leadership in, the following com-
ponents: (a) bilingual-bicultural education, (b) child development, (c)
compensatory education, (d) curriculum services, (e) planning and fed-
eral administration and (f) special education.

‘Table 5 shows funding by element and by source for these components.
These figures reflect only that portion of funds allocated to Special Pro-
grams and-Support Services and do not include those funds administered
by the age spans:

Table 5
Special Programs and Support Services Expenditures
: . Actual Estimated Proposed
Program Elements 1974-75 1975-76 1976-77
1. Compensatory EQUCAtion ..........cooweresmmsreessesns $18,083,838 $33,443,681 $26,162,572
2. Bilingual-Bicultural Education ......c...ee 846872 . 2,054,883 2,768919
3. Planning and Federal Administration .... 11,080,231 19,322,415 15,490,548
4. Child Development : 83,072,396 87,617,245 87,563,027
. 5. Curriculum Services 3,573,436 4,355,198 . 3,422,039
6. Special Education : " 30,972,189 51,442,802 67,169,519
7. Mandated Local Programs ...........coseeerreees B — 28,750 32,500
Total....o..oooo... : $147,628,962 $198,264,974 $202,609,124
State Operations: .- . v »
General Fund $17,236,328 320,034,092 $20,080,712
School Building Aid Fund .................................... 29223 35,939 . 23398
Federal funds .... . 6482490 6725112 6813210
Reimbursements.....: : 3,236,750 406,987 4,001,862
Local Assistance:

General Fund 45559188 61,815,109 76,806,003

California Environmental Protection Program
Fund 275,000 275,000 —
Federal funds 25,945,942 55358725 | 44135227
Reimbursements. 48564041 49958260 50,706.212

-1. COMPENSATORY EDUCATION

. The compensatory education element consists of the following pro-
grams for disadvantaged youth (1) federal and state subventions for disad-
.- vantaged youth, (2) special state compensatory education projects and (3)
* migrant education. While the compensatory education element has re-
- sponsibility for program administration, a major portion of the services are
delivered by the elementary and secondary education consolidated ap-
plication process.
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Table 6 summarizes expendltures and fundlng sources for this program

as proposed in the Governor’s Budget

Table 6

Compensatory Education
Expenditures and Fundlng Sources

Actual Estimated Proposed Change
S 1974-75 1975-76 1976-77 Amount Percent
State Operations: ) .
ESEA Title I.............. $1,653,514 $1,552,076 $1,636,127 $84,051 5.4%
ESEA Title I (Mi- :
grant) ........civeeiine 507,470 807,514 827,961 20,447 25,
*Educationally Disad- - ' . HECERE
vantaged Youth..... 742,582 870,538 893,470 22,932 .26
State Compensatory
Education  Pro- . . . :
2 -1 11 TN 783,354 645,385 640,217 -~5,168 -08
" Subtotal ..., - $3,686,920 $3,875,513 $3,997,775 $122.262 3.1%
Local Assistance: :
ESEA Title I.............. 117,762,644 150,191,657 131,719,725 -18471932 -12.3%
ESEA Title I (Mi- o , .
s O 9830952° 24347357 17341872 . 7005485 988
Educationally Disad- . . - U L T
vantaged Youth.... 83,122,784 90,482,400 90,482,400 0. 0
State Compensatory .
Education  Pro- ) : . )
‘ 3,833,966 3,695,000 3,695,000 0 .0
$214,549,646 $268,716,414  $243,238997 $-254T7417 .- —95%
$218,236,566 $272,591,927  $247,236,772  $—25,355,155 -9.3%
General Fund................ $88,155,741 $95,485,729 $95,502,088 $36,359 - 0.0%
Federal funds.........u. - 130,051,592 177,073.259 151,651,286 —25391973 - —14.3
State School Building ) . .
Aid Fund............... 29233 32,939 323398 459 14

2 Includes $457,000 in migrant preschool funds.

A. ESEA Title |-

The federal Elementary and Secondary Education Act (ESEA) Title I
provides programs for disadvantaged students in state operated institu-
tions and for children attending schools in low-income areas.

‘Estimated local assistance expenditures for ESEA Title I as presented in
the 1976-77 Governor’s Budget are summarized in Table 7.

Table 7 indicates a reduction of $18.5 million or 12.3 percent in Title I
funds available for local assistance projects in 1976-77. This is not an actual
reduction but results from the carryover of $18.5 million in Title I funds
from 1974-75 to 1975-76. This carryover increases the estimated expendi-

tures in 1975-76 by the same amount and, when

compared with the

proposed 1976-77 expenditures, results in the apparent reduction.
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Table 7 B
Elementary and Secondary Education Act, Title |
Actual Estimated Proposed - Change "
: o 1974-75 1975-76 1976-77 Amount Percent
Children of low-income - . : : .
families ......cccoerrvnernee $113,960213  $142,164,193  $128,062,203  $—14,101,990 —-99%
Institutions for delin- v
quent children ...... 1,301,218 1,594,946 1,448,082 —146,864 —-92
Adult correctional insti-
- UHONS .oveerveriennriaivens : — 183,601 183,421 -180 - =01
Schools . for  hand- .
icapped children .. 1,882,160 2,169,878 2,026,019 -143859 ~ —66
Urban and rural schools 619,053 4,079,039 — —4,079039  —100.0
Total .......ccomrmrrrrrrenrenns $117,762,644  $150,191,657  $131,719,725 $—18471,932 —12.3%

Review of Critical Mass Concept s

We recommend legislative review at the budget hearing of the critical
mass concept used by the Department of Education to structure and
coordinate the expenditure of categorical funds in school districts.
~ Title V of the California Administrative Code (Section 3932) provides

that “for each student receiving services under ESEA, Title 1 or the Edu-

cationally Disadvantaged Youth Program, the district shall verify an aver-
age expenditure per student of an -amount under such programs
determined annually by the Superintendent of Public Instruction. Such -
amount shall not be less than 30.percent of the average per student ex- -
penditure excluding categorical funds in schools in California nor more
than 60 percent of this average.” For 1975-76; this expenditure range is
approximately- $350-$550 per student.

In implementing this provision, the department has expanded the scope
of the expenditure range to include all categorical funds included in the
consolidated application which affect students receiving services under

“ESEA, Title I or EDY (Instructions for Comprehensive Program Plan-
‘ning). The actual combination of funds within the expenditure range is
left to the discretion of the district as long as it does not violate the
eligibility requirements of the individual funding sources.

This expenditure range, referred to as the “critical mass™ is based on the
premise that (a) there is a minimum level of funding necessary before
additional funds have an impact on student performance ($350) and (b)
there is a maximum level of funding above which the marginal impact of
additional dollars is not significant ($550).

The critical mass concept is used by the department to structure the
flow of state and federal categorical funds to school districts. The parame-
ters for this concept, presently $350-$550, are based on a study done by the

- Department of Education in 1968-69. In' reviewing the study the U.S.

Department of Health, Education and Welfare stated that it was a prehml-

“nary one at best with well noted cost data limitations:.

We know of no other study that has replicated the findings in the
department’s study. To the contrary, a 1973 study by the American Insti-
tute of Research (AIR) concluded that: “There was no evidence suggest-
ing the existence of anything resembling a critical mass. While the critical
mass concept cannot be entirely discounted as a result of this study, it
seems more likely that gains are proportional to expenditures over the
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The Governor’s Budget estimates that $361 million will be expended
through the consolidated application in 1976-77. Approximately 75-80 per-
cent of these funds will be expended through the critical mass concept.
The funds involved are considerable and the policy implications signifi-
cant. For example, if data indicate that the minimum level of expenditure
is unnecessarily high, a greater number of disadvantaged students could
be served without an increase in state funds by adjusting the minimum
level downward.

‘Neither the concept of critical mass nor the particular parameters ($350
-$550) have been considered in depth by the Legislature. Because there
is contrary evidence as to the proper parameters of critical mass and the
funds allocated are substantial, we believe this issue should receive legisla-
tive review. Specifically, we beheve the Department of Educatlon should
provide the Legislature with answers to the following:

() What empirical evidence exists to justify the existing parameters
($350-$550)? What benefits are realized at varying expenditure
levels? On what basis are adjustments made to the parameters?

(2) Categorical programs are initially directed at areas of greatest im-
paction. As:programs expand and serve the relatively less disadvan-
‘taged, could the critical mass parameters be adjusted downward?

(3) Why is critical mass applied uniformly without regard to the reve-
nue limit of a district? Is not a student relatively more advantaged
by living in a high expendlture dlstrlct than a low expenditure
district?

B. Migrant Education
Expenditures for this act1v1ty are shown in Table 8.

Table 8
Migrant Education

Actual - - Estimated Proposed : Change

- 197475 1975-76 1976-77 Amount Percent

. State operations .............. $507,470 $807,514 $827,961 $20447 . 25%
Local assistance y 9,830,952 24,347,357 17,341,872 = 7,005,485 288

Totals cierisivenns $10,338,422 $25,154,871 $18,160.833 .  —6,985,038 21.7%

Unnecessary Staffing
We recommend the elimination of one: half-time community services

consultant and one half-time clerical position in the Migrant Education
Unit for a savings of $33,398 to t]ze State School Building A1d Fund (Item
1 338). - '
Chapter 106 Statutes of 1966 (1st Extraordinary Session), authorlzed
the expenditure of up to $1.5 million from the School Building Aid Bond
Fund for the acquisition of portable school and classroom buildings. Upon
the recommendation of the Director of Compensatory Education, these
portable classrooms are leased to school districts experiencing an increase
in pupils resultmg from the temporary 1nﬂux of mlgrant agricultural fami-
lies. Col «
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Until this year, School Building Aid Funds were used to fund-one half-
- time consultant and one half-time clerical position in the Migrant Educa-
- tion Section to ceritfy the eligibility and need for school districts to partici-
pate in this program. However, as the result of a letter of understanding
" between the Office of .ocal Assistance and the Department of Education
(July 18, 1975), it was agreed that these positions would no longer be
funded from the State School Building Aid Fund. Consequently, these
duties have been transferred to a position funded by ESEA Title I (Mi-
_grant) funds, leaving the School Building Aid positions vacant. .
This change has not ben reflected in the Governor’s Budget for 1976-77
- .which proposes to continue the positions as previously fuinded from the
State School Building Aid Fund. Therefore, we recommend the elimina-
tion of the half-time community services consultant position and half-time
clerical pos1tlon for a savings of $33,398 to the State School Bulldmg Aid
~Fund

c State Educatlonally Dlsadvantaged Youth Program
‘Chapter 1406, Statutes of .1972 (SB 90), established the Educatlonally
Disadvantaged Youth Program (EDY). This program provides state funds
to local school districts for compensatory educatlon programs similar to
those established under ESEA- Title L.
Table 9 summarizes state operations and local assmtance expendxtures _
. for the EDY program.
_Table 9.
State Educatlonally Dlsadvantaged Youth Program

Actual Estimated Proposed Change )

S S 1974-75 - 1975-76 1976-77 Amount  Percent
State OPErations ... e S §742,582 --$870,538 - $893,470 $20932 26 %
Local assistance.......... sssssssonien - 83,122,784 90,482,400 90,482,400 - =

Total ..... ........................... $83,865,366 - $91,352,938 ' $91,375,870 : 822,932 0.03%

Table 9 indicates that the Governor’ s Budget proposes to contmue the
"EDY program at approximately the same expenditure level in 1976-77
including sufficient funds for the continuation of Long Beach and San
Dlego unified school districts in the EDY program .

_Roll Forward :
- 'While the Covernor S Budget does not provide 1nﬂat10n or expansmn
" funds for EDY, there will be additional categorical funds released by the
proposed $34.5 million to local school districts for expansion of the Early
Childhood Education Program (ECE). The department estimates that 32
- _.percent of the proposed $34.5 million expansion will go to disadvantaged
“schools served by state and federal categorical programs. This could re-
" lease as much as $11.6 million in- categoncal funds for use in other disad-
-vantaged schools. . -
... The department’s’ estlmate is based upon a statlstlcal prOJectlon and
does not include a breakdown of the individual categorical funds released,
i.e., EDY, ESEA, Title I, bilingual, etc. However, because all of these funds ,
are, coordmated through the department s consohdated apphcatlon proc-
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ess, they will serve, in total, to a) cover inflation allowances and b) expand
services to the dlsadvantaged population.

In addition, we believe that the issue of inflation adJustments to local
school district programs should be addressed in a comprehensive manner.
This occurs in the annual adjustment of the school fund apportionments
(discussed later in this Analysis) and in related special legislation such as -
Chapter 277, Statutes of 1975 (SB 220). The Legislature will be faced with
various bills Wthh deal with inflation adjustments for education and this
issue should be addressed at that time.

Update of EDY Formula

We recommend a General Fund augmen tation of $2.7 million to guaran-
tee that no school district will receive less than 85 percent of its 1975-76
EDY allocation as a result of updating the data used in determmmg the
1976-77 EDY apportionments. .

Chapter 1406, Statutes of 1972, (SB 90) estabhshed an educatxonal needs
factor formula to determine the EDY apportionments to school districts.
This formula is based upon the following three indices: (1) an index of

“potential impact of blhngual-blcultural pupils”, (2) aratio of the district’s
“index of famlly poverty”, and (3) a ratio of the district’s “index of pupil
transiency”.

Following are the factors which are utilized in formulatmg the md1ces
and the date at which they were collected.

Input Data for Educatmn Needs Factor

Factors . . Date of data collection
Average Daily Attendance, 1-12 (ADA) 1971-72 school year
Enrollment, 1-12 ; 1971-72 school year
ESEA Title I grant ! . . 1971-72 school year
Title I AFDC count . January 1972
Number of Spanish surname. pupils - 1971-72 school year
Number of Oriental surname pipils ; 1971-72 school year
Number of American Indian pupils . : "1971-72 school year

This indicates that the data used to compute the EDY indices dates back
to 1971-72. In the 1975-76 Budget Analysis we pointed out that the deter-
mination of educational need for 1975-76 should not be based on condi-
tions as they existed int'1971-72. Therefore, we recommended that the
department utilize the most recent data available in determmmg the
1975-76 EDY apportlonments

In discussing this issue before the fiscal subcommittee, representatlves
from the Department of Education maintained that revising the formula
so late in the year would seriously disrupt planning at the school district

-level. Consequently, the Legislature adopted ‘our recommendation in the
Supplementary Report of the Committee on Conference but deferred the
implementation date until the 1976-77 fiscal year. This would enable the
department to give almost a year advance notice to school districts:-

In the interim the department has chosen not to inform the affected
districts. Rather, on December 23; 1975, the Chief Deputy Superintendent
of the Department of Education wrote the chairmen of Assembly and
Senate fiscal committees and the members of the Joint Legislative Budget
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Committee and requested that the department be relieved of its obliga- |
tion to comply with this directive on the bas1s that such a change disrupts
certain district budgets.

We continue to believe that the department should use the most cur-
rent data available in determining the EDY apportionments for 1976-77.
Such a policy allocates funds where actually needed. However, we ap-
preciate the short term problems that such a revision would have on the
planning of some school districts. Therefore, we would recommend that
the Legislature adopt language directing that school districts be guaran-
teed no less than 85 percent of their 1975-76 allocation. This would limit
the losses to school districts which have undergone the greatest change in
the past five years and is consistent with action taken by the federal
government in revising the ESEA Title I formula.

Based upon estimates provided by the Department of Education, an 85
percent “hold harmless” provision would requiré a General Fund aug-
mentation of approximately $2.7 million. It should be pointed out that the
estimated $11.0 million in additional funds to serve the disadvantaged
made available by the proposed ECE expansion, could probably not be
used to fund the EDY augmentation because: (a) as previously discussed,
the $11.0 million estimate is made up of several categorical funds with no
accurate estimate as to what proportion is represented by EDY funds; (b)
there is no direct relationship between those districts having additional -
funds available from ECE expansion and those losing funds due to the
update EDY formula; and (¢) funds made available by ECE expansion
cannot be transferred between districts.

Evaluation Data

The department s 1974-75 evaluations of the Title I, ESEA and EDY
programs are contained in the consolidated “Evaluation Report of ECE,
ESEA, Title I, and EDY 1974-75". As discussed in the ECE section of the
Analysis, this evaluation contained methodological weaknesses which lim-
ited.its utility for making policy decisions.

Weaknesses in the evaluations of Title I and EDY were found in the _
sampling procedures and the comparison groups used in the study. Be--,
cause of these shortcomings discussed in the ECE and evaluation sections
of this Analysis, no conclusive statements can be made concerning effec-
tiveness of the Title I, ESEA and EDY programs :

Program Effectlveness ‘

We recommend that the Department of Education present to the fiscal
committees. a plan for implementing the provisions of Educatzon Code
Section 6499.234,

Education Code Sectlon 6499.234 provides that “For fiscal year 1974-75
and each year thereafter, . . . districts which demonstrate low levels of -
program effectiveness may contlnue to receive their computed entitle-
ments, but the Superintendent of Public Instruction shall reduce the enti-
tlements due such districts if he determines that such programs have
limited possibilities of improved achievement.” -~ ;

While the Office of Program Evaluation and Research has rank ordered
EDY schools based on 1973-74 data, the department has not yet taken "
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action to 1mplement this prov1s1on ‘We believe the department should

comply with this section and should present its implementation plan ; for
- review by the ﬁscal commlttees

D. Special State Compensatory Educatlon

State compensatory education programs, in addltlon to subventlons au-
thorized under the Educationally D1sadvantaged Youth Program, cons1st

of the followmg special programs as listed in Table 10 ’
‘ Table 10
‘ Special State chpensatory Education Programs

Actual Estimated Proposed
197475 197576 1976-TT

a. Démonstration. Progratnsm Reading and Math 56~ $3,045,000 $3,045000

b: Professional Development Centers (PDC) ........ ' ‘ 650000 650,000 - - ¢
Research and Teacher Eduication (RATE) .......cccicoviens : C = —
. TOTAL , $3,833,266 $3,695000' $3,695,000"

a. Demonstratzon Programs in Readmg and Matb The demonstratlon
programs in reading and ‘math utilize innovative teaching techniques,.
materials and low pupil-to-teacher ratios to teach low achieving students

‘in grades 7-9. Chapter 1127, Statutes of 1975, (SB 420) extended authority
for conducting the demonstratlon programs to September 1, 1978, and
provided an additional $1,045,000 above the. $2,000,000 prov1ded in the
1975-76 Budget Act. The Governor’s Budget proposes to continue funding

~ the program at the same expenditure level ($3,045,000) in 1976-77.

b. Professional Development Centers. We recommend that the De-
partment of Fducation be directed to limit school district participation in
the Professional Development and Improvement C'enter Program to
three consecutive fiscal years.

Chapter 1414, Statutes of 1968, (AB 920) as amended by Chapter 1499
Statutes of 1974 (AB 4151) authorized the establishment of professional
development and improvem’ent centers (PDC’s) throughout the state “to
offer compreherisive in-service training: programs to strengthen the in--

structional techniques of classroom teachers in-grades K-6.” The legisla-:
tion directed that the centers must be located in schools receiving support

from either ESEA Title I, Miller-Unruh; EDY or ECE 'programs:. Table 10
indicates that the Governor’s Budget proposes to continue funding the
PDC program at the same expendlture level ($650 000) in 1976-77,

Table 11 lists the partlclpatmg school districts and the length ‘of time -
they have been 1ncluded in the PDC program, 1969-70 through 1976-77.

The PDC program was designed to strengthen in-service training -

throughout the state. However, as Table 11 indicates, only eleven districts =

have part101pated in the program since 1969-70. Six of the elght dlStI'lCtS
participating in 1975-76 have been in the program. for three years or
_ longer. Two districts, Fresno and Long Beach, have been in the program
the full seven years of its existence. In at least one of these districts,

teachers are being-cycled through the program for a second time. It should
also be noted that a provision in Title. V. of the Cahforma Admlmstratlve
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Table 11 e
Professional Development Center Partici’pation S T

Proposed

School Dzslnct 1969-70  1970-71 1971-72 1979-T3 1973-74 1.974—75 197576 1976-77
Berryessa . } X X X
Compton... . X X X .
Fresno ......... " X X X X X X X X
Long-Beach X X X X X X X X
Oakland..... X X X B
Pasaden: : X X D & X X X
Pomona X X X X
Richmon X
Tehama ..... X X X X X
Upland....... X. X
Visalia.......ivimnrrmressenees X X X X X

2 Funded through Research and Teacher Education (RATE) program.

Code V1rtually assures that the same elght d1str1cts will contmue to receive .
funding in 1976-77.

Presently, the department has no plans to rotate the program among
other school districts. We believe that three years is sufficient for a school
district to develop and implement a program based on the PDC concept.
After that time the program should become part of the continuing district.
responsibility for in-service training and other districts should be given the
opportunity to compete for the funds.

- Consequently, we recommend that the Department of Education be
directed to limit school district participation in the PDC program to three’
" consecutive fiscal years. This provision could be phased in gradua.lly by
annually terminating the two projects with the longest time in the pro-
gram and reallocating the funds to other eligible districts. This would also
require a change to that provision of Title V, of the California Administra-
tive Code (Sectlon 13040), providing continuation of funding for the exist-
ing programs in 1976—77

2. BILINGUAL EDUCATION

‘The Language Dominance Survey conducted by the Department of
Education in March 1975 identified a total of 233,520 limited-English
speaking (LES) and non-English speaking (NES) children in California
public schools. The special language needs of these students are served by
a variety of state and federal programs with the major program emphasis
provided: through the Bilingual Education Act established by Chapter
1258, Statutes of 1972 (AB 2284). This program was increased by $4.5
mﬂllon or approximately 113 percent in 1975-76. .

Proposed expendltures for Chapter 1258 programs are d1splayed in Ta-
ble 12.

Table 12

State Appropnatlons for Bilingual Education Pursuant to
~Chapter: 1258, Statutes of 1972 (AB 2284) .

Actual Estimated  Proposed Cbange

1974-75 1975-76 1976-77  Amount Percent
State OPerations..........ceimersccrmsoncrene $164,040 | $354,318 $375307  $20989  59%.
Local assistance ...........enrveeccssssmmne 3,836,000 8,139,808 8,139,808 - -

Total $4,000,040  $8494126  $8515115  $20988 02%
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The: Governor’s Budget proposes to continue the program at approxi-
mately the same level in 1976-77 with an increase of only $20,989 or 0.2
percent, all of which is in state operations. However, it should be noted
that the proposed $35 million expansion of Early Childhood Education
(ECE) will also provide for expansion of Chapter 1258 programs by (a) -
replacing existing Chapter 1258 funds with ECE expansion funds where .
applicable and (b) rolling forward the Chapter 1258 funds to schools not
presently served. . -

Survey of Funding Sources

In our 1975-76 Budget Analys1s we indicated that there were a mini-
mum of eleven state and federal programs directed at the LES and NES
population in California. At that time the Department of Education was
unable to provide information on either the number of LES and NES™ -
students served or funds expended by those programs on bilingual educa-
tion. We indicated that these data were essential both for program coordi-

- nation and for the determination of budget priorities. Consequently, the
Legislature adopted language in the Supplementary Report of the Com-.
mittee on Conference relating to the Budget Bill directing the depart-
ment to submit “an unduplicated count of students served and dollars
expended in bilingual-bicultural programs.” The department conducted
the survey in April 1975 and released the results in December 1975 A
‘summary of the findings is provided in Table 13.

The results indicate that a total of $45 million was expended in 1974-75
to provide services to 133,000 limited and non-English speaking students
at an average expenditure of $337 per student. This includes programs
funded from federal and state sources only. The department also reported
that a total of $19.8 million in district funds served 70,000 students. Howev-
er, it was unable to determine the extent to which district funds merely
supplemented state and federal programs or provided entlrely separate
services.

While the survey does 1ndlcate that substantial resources other than,
Chapter 1258 funds are available for bilingual education (including signifi-.
cant district funds), we do not believe that it provides sufficient informa-, .
tion to: (a) ensure that all available resources are being properly allocated.. .
and coordinated, and (b) determine priorities for bilingual program ex-
pansion. Specifically, we are concerned with the following issues: . -

(1) Because the survey was conducted by questionnaire at the end of
the school year and without advance notice or instruction, there was:
considerable confusion on the part of school and district personnel as to
how the form should be completed. Consequently, department staff had
to spend substantial time checking back with districts to correct such
fundamental reporting errors as the inclusion of ECE funding (Wthh is
limited to grades K-3) in the high school program. .
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Table 13

State and Federal Programs Serving Limited-English’ (LES) and
Non English Speaking (NES) Children, 1974-75

o ) LES and NES . ngram Cost Per
i Funding Source Students Served Expenditures Student
STATE FUNDING
Bilingual Education Act of 1972, Chapter 1258/1972

(AB 2284) “Only” 8,701 $1,797,634 $206
Bilingual Pilot Programs Chapter 1521/1971 (AB 116} - - .

“Only” o 508 145038 285
Miller-Unruh, Chapter 841/1972 AB 612 “Only”® ...... 3,690 807,594 219
Educationally Dlsadvantaged Youth Chapter 1406/ ' ’ _

1972 (SB 90) “Only” 8,670 2,187,487 252
Early Chxldhood Educatxon Chaptet 1147/1972- (SB .

1302) “Only” 10,319 2,223,617 _25

Total State ' 31,888 $7,161,370 $224

FEDERAL FUNDING . '

. ESEA; Title VII- 12,148 $6,188,561 $509
Elementary and Secondary Educ. Act (ESEA) Title I

“Only” _ 12,872 " 4,166,196 323
ESEA, Title I (Migrant) © 1150 884,193 123
Emergency School Aid Act (ESAA) Only ....... N 4,842 3,065,293 633

Total Federal : . 37,012 " $14,304,243 $386
COMBINED FUNDING
English as a:Second language, Txtle I, ESEA/ EDY (SB .
90), ECE, etc. 42922 - - $15115388 . . $352 -
Bllmgual Educahon Combmatlon of any of the above - . ! '
- programs ... g 21,252 8364000 . 393
Total Unduplicated Student Count ....co..ocooveciorecennes 133,074 $44,945,001 - $337

2 This funding source provided $243,000 in 1974-75. The department notes that somé districts also included
funds from the Miller-Unruh Reading Specialist Program.

(2) The survey.understates total funds expended and students served
The data summarized were based on surveys completed by only 49 per-.
cent of the schools in the state. While the results suggest that these schools
represent a majority of the state’s bilingual K~12 population, we still must
question the extent to which other resources are as yet unreported. For
example; the department’s evaluation indicates that approximately 11,300
LES/NES students were served by Chapter 1258 programs: in-1974-75.
However, the survey results show only 8,700, a difference of 2,600 students.

(3) In addition, the survey understates funds expended and students
served in particular programs. For example, Title I (migrant) provided-
approximately $17 million for migrant education in California in 1974-75.
Approximately $7 million of this total was received subsequent to the April
survey. However; of the remaining $10 million the survey reports only $0.9
million being expended on limited and non-English speaking students,
leaving an expenditure gap of $9.1 million. While migrant funds are used
for a variety of purposes (health, community liaison, etc.) over one half
of the total funds are allocated to “instructional services”. Thus, we believe
that migrant services are underreported. :

(4) The survey is only a summary of expend1tures as reported by dis- ..
tricts. It does not include any portion. of categorical funds which districts
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are receiving to meet the rieeds of the hmlted and non-English speakmg
students but may be expending for other purposes, e.g., general reading
aides instead of bilingual aides.

It should also be noted that the department’s survey was conducted in
1974-75. Several programs including the state funded Bilingual-Bicultural
and Early Childhood Education programs and the federally funded Title
I (Migrant) program have been significantly expanded for the 1975-76
fiscal year. Thus, the total expenditure for 1975-76 and 1976-77 should be
even higher.

The department has indicated that it does not intend to ¢onduct the:
survey again in 1975-76. However, similar information will be gathered
through the consolidated application in 1976-77. This document is pres-
ently in the draft stages and is being revised by department staff.

Departmental Coordination

We recommend that the Department of Education demonstrate to tbe
fiscal committees its ability to coordinate the efforts of those programs
directed at the limited and non-English speaking K-12 popu]abon

We noted in our 1975-76 Analysis that the departmental effort in bilin-
gual education was fragmented and uncoordinated. No single unit within
the department was responsible for directing or monitoring all of the:
bilingual programs and there was little coordinationi between units. -

Over the past year the department has attempted to coordinate its
efforts by departmental reorganization and restructuring the consolidated
application (A-127) which is designed to enable schools and school dis-
_ tricts to coordinate a variety of state and federal categoncal funds 1nto a
comprehensive program.

In reorganizing, the department (a) abolished the matrix orgamzatlon
and. (b) upgraded the bllmgual task force to the status of a full unit, and -
placed it under the supervision of the Associate Superintendent for Spe-.
cial Programs and Support Services.

For 1975-76 the department included bilingual-bicultural funds (Chap-
ter 1258) as part of the consolidated application and more importantly,
stated that “Each school is required to provide for the needs of all students .
whose primary language is not English.” This applies to.any school submit-
ting a consolidated apphcatlon not simply those receiving Chapter 1258
funds.

Because these changes have only recently become effectlve it is too .
early to assess their impact. While we believe that these are positive steps
toward a more coordinated program, two potential problems still exist:

(1Y Under the latest departmental reorganization, formal program re-
sponsibility for the bilingual-bicultural unit lies with the Associate Super-
intendent for Special Programs and Suppert Services. At the same time,
responsibility for monitoring all programs under the consolidated applica+
tion lies with the Elementary and Secondary Field Services Teams, which -
are separate units under separate supervision. We are aware that this
separation has caused some confusion in school districts as to which -unit
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should be contacted and for what purpose.

(2) The requlrement that each school provide forthe needs of all stu-"
dents.whose primary language is not English will be difficult to enforce. .
The. combination of a large paper workload and what has so far been
minimal coordination between the bilingual unit and the field service
teams could restrict the monitoring and comphance efforts of those groups

in ensuring that the requirement is met.

" The department is presently attempting to formalize the coordmatlon
effort between the field service teams and the bilingual-bicultural unit.
- This coordination is essential before any addltlonal state funds are expend-
ed in bxlmgual blcultural education.

Displacement of Funds

- We recommend that Budget Act Ianguage be mc]uded d:rectmg that
- funds appropriated pursuant to Chapter 1258, Statutes of 1975, (AB 2284)
shall not supplant any state or federal funds which may be used for the -
same purpose. We further recommend that the Department of Education
adjust the amount of Chapter 1258 bz]mgual grants to reflect the availabili-
ty of other resources.
The Department of Education presently makes Chapter 1258 bilingual
grantaward determinations without regard to other resources available to
~ the district for bilingual education. Once Chapter 1258 funds are awarded
to a district, they are generally included in the “critical mass” concept
which requires an expenditure range of $350-$550 from applicable cate-
goncal aid per disadvantaged student. While this is intended to coordinate
services for the disadvantaged, it can actually result in the dlsplacement v
of funds for NES and LES students: -

For example, if the award of Chapter 1258 funds should result in'a school -
 exceeding the $550 maximum, then Title I and EDY funds, in at least the
excess over $550, must be moved to another school. These displaced funds
may or may not be used for LES students, depending upon the ethnic
composition of the district. Even if the additional Chapter 1258 funds do
not result in a school exceeding the critical mass, there is still no mech-
anism to ensure that-these funds will not be used to replace the school’s

‘existing resources sérving the LES students. ‘
. We believe that this displacement of funds contradicts efforts to coordi-
nate all available resources to serve LES.and NES students. Chapter 1258
funds should not be used simply to release other categoncal funds which
. were serving the same population. = -

Therefore, we recommend that budget language be adopted dlrectlng
that Chapter 1258 funds may not be used to supplant existing state or
federal categoncal funds. In implementing this provision, we further rec-
ommend that in determining the bilingual grant awards, the department
consrder all available resources. Specifically, the grant award should re-
flect an amount equal to the dxfference between program costs and avarl-
able resources.

This would maximize ex1st1ng resources, avallable for servmg LES stu-
dents by requiring that districts use other categorical funds related to LES
students to support their bilingual program; then only the additional funds -
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needed would be provided by Chapter 1258. The result would be. to avoid.
displacement of other categorical funds and to allow Chapter 1258 funds-
to serve more LES students ~

Revise Language Dominance Survey -

We recommend that the Department of Educabon revise the scoring
criteria of the language dominance survey to increase test reliability.
. Chapter 1258, Statutes of 1972, (AB 2284) requires each school district

to ascertain, not later than the first day of March, the number of LES and
NES students within its system. The results of this census are to be report-
ed to the Department of Education by the first day of April of each year.
The instrument used by the department to collect and aggregate the data
is the language dominance survey.

Table 14 summarizes those data for the past three surveys.

TABLE 14
Language Dominance Survey (1973 through 1915)

March ~ March Percent March Percent

- 1973 ° 1974 - Increase 1975 Increase
Limited English speaking only ............ 140,651 158,342 +126% 174,949 +10.5%
Non-English speakmg only .................. 47508 - 44,803 =51 58,571 +30.7
Total.. ) 188,159 - 203,145 ¢ +80% 233520 © . +15.0%

An accurate census of the NES and LES student populations is-essential
in identifying educational need and allocating available funds to meet that
need. We question the reliability of these data because there has been
substantial variation in the results collected over.the past two years. For
example, while the combined number of limited and non-English speak- .
ing students increased by 8 percent and 15 percent respectively ini the past .
two years, the non-English speaking decreased by 6 percent one year.and.
increased by 31 percent the next. .

We believe that part . of the problem is: due to the survey mstrument
itself. While we have no difficulty with the questions used to determine -
language dominance, we believe-that the criteria used to score student
responses are too vague to provide reliable data. This is an especially
important factor because the test is administered at the school level, some- -
times by parent volunteers or paraprofessionals unskilled in interpreting
and scoring test results. Therefore, we recommend that the scoring crite-
ria be reworked to provide greater specificity to those scoring responses
and, hopefully, to increase test reliability. .

High Number of Monolingual English- Students

We recommend that the Department of Education provzde the fiscal
committees with a tabulation of the impact of the language contained in
Item 316, Budget Act of 1975, limiting appropriations for mono]mgua] _
English students in Chapter 1258 programs.

Chapter 1258, Statutes of 1972, (AB, 2284) requires that at least 33 per-
cent of the students enrolled in any ¢lass funded by that program must be
monolingual Enghsh Data on actual program participation indicates that
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in 1973-74 56 percent of the students were monolingual English and-in
1974-75, 50 percent were monolingual English.

The Legislature attempted to reduce the hlgh percentage of monolin-
gual English students by including language in the Budget Act of 1975

(Item 316) which provided that no funds appropriated for Chapter 1258+

programs could be expended for those monolingual English-speaking stu-
dents whose enrollment in-a bilingual class would reduce the percentage
of NES and LES students below: 67 percent.

In nnplementmg this provision, the department surveyed the Chapter
1258 programs in November 1975; to determine the effect of the budget
language. As. of this writing, these data were not tabulated. Because the
high percentage of monolingual English students has a substantial effect
in increasing the program costs of meeting the needs of LES and NES =
students, we believe the department should tabulate the data and provide
the results to the legislative fiscal committees.

It should be noted that because the language contained in Chapter 1258
requires % of the students in a class to be monolingual English, and the
Budget Act of 1975 requires that % must be limited or non-English speak-
ing, schools are requn'ed to comply with a specific ratio which may be very
difficult to achieve in practice. The 1976-77 Governor’s Budget proposes
to revise the budget language by expanding the number of monolingual
English students permitted from 33 percent to 40 percent. We believe this -
is an appropriate change that will provide districts with some degree of
flexibility while continuing to increase the actual participation rate of LES
and NES students from 50 percent (1974-75 participation) to 60 percent.

Bilingual Evaluation

Under the Bilingual’ Educatlon Act of 1972, the Department of Educa-
tion is required to submit an annual evaluation report to the Legislature.
This report was not available for our review in this  Analysis. The depart-
ment has indicated that it will be avaxlable during the legislative hearings
on the Budget Bill.

Bilingual Exam

In last year’s ‘Analysis' we pointed.out that the department s blhngual

_evaluation was inadequate to provide the Legislature with any quantifia--

ble measure of student performance. The department maintained that
this was due in large part to the lack of ‘a valid test to measure student
achievement by LES and NES students.

Consequently, the Legislature augmented the 1975-76 budget by $300,-
000 (Item 322.1) to provide for the development, standardization and
implementation of a bilingual scholastic achievement test in the Spanish
language. Budget Act language was included directing the department to
submit a progress report to the Legislature and Governor by January 1,

. 1976, with a final report due on: June 30, 1976.

We are aware that the department released a “Request for Proposal”
(RFP) to prospective bidders on November 20, 1975. This RFP contained
a target completion date of January 15, 1977. Two bids were received,
neither of which satisfied the requirements of the RFP. Consequently, the
department is i edrafting the RFP and will have to delay the target com-
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pletion date even further. The department antrcrpates that the test will
be available for 1mplementatron by September 1977.°

Bllmgual Teachers

We recommend that the Department of Education conduct tbe survey
of language facility of California teachers in conjunction with the language
dominance survey and prowde a tabulatzon of resu]ts to parhczpatmg
'school districts. :

Chapter 1096, Statutes of 1973, (SB 1335) required the Department of

Education to (a) serve as a clearmghouse for bilingual-bicultural person-=

. nel; (b) assist school districts in the recruitment of such personnel; and (c)
submit a five-year projection on the need for bilingual-crosscultural teach-
ing personnel to the Legislature by September 1, 1974. c :
_ The department has indicated that due to the lack of an appropriate

" instrument to ascertain teachers’ linguistic capabilities and failure to agree
on the definition of linguistic competencies, it was unable to make valid
projections of the future need for bilingual-crosscultural teachers. Howev-
er, the department did conduct a survey to determine the language facil--
ity of teachers employed in the public schools as of April 1975. This survey
- was conducted in conjunction with the survey of bilingual students and
. funding ‘source and consequently reﬂects some of the same hmxtatrons
discussed previously.

The survey identified a total of 25,303 teachers as having facnhty inmore
_than one language (12,271 elementary teachers and 13,032 high school
teachers). Of this total, 14,246 or 56.3 percent, were listed as proficient in
English ‘and Spanish. Whrle again, this prov1des a gross estimate of the
language facility of Cahforma teachers, it is of very limited utlhty in coor-
~ dinating available resources. For example, there is no information on the

number of LES and NES students in these schools or on the number of
teachers actually teaching in a bilingual classroom. '

At a time when there is an overall surplus of teachers but an apparent
shortage of qualified bilingual teachers, we believe this survey could assist
school districts in coordinating existing resources (teachers) with need
- (LES and NES students). This could be done by conducting the teacher

survey in conjunction with the language dominance survey (which identi-
fies the number of LES and NES students). The information from these
two surveys could then be correlated, tabulated and provided to the school -
districts. This would enable the department to fulfill the statutory require-

 ment to serve as a clearinghouse for bilingual-bicultural personnel whrle : -

minimizing the additional workload on: the school dlstncts

Revise B|Imgual Teacher Corps f“

We recommend legislation to revise tbe B11mgua1 Teacber C’orps Pro- .

gram from a grant to a loan program. :
Chapter 1496, Statutes of 1974, (AB 2817) estabhshed the Bllmgual

~ Teacher Corps Program and appropnated $4.8 million for allocation from
- 197475 through 1978-79. The program provides a grant of $1,500 plus
certaln expenses (approxunately $200) for brlmgual teacher aldes enrolled
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in approved bxlmgual teacher training programs.
Table 15 summarizes the state operatlons and local ass1stance expendl-
tures for the program
Table 15
'Bilingual Teacher Corps
Actual - FEstimated - Proposed - Change

) 1974-75 A975-76 - 1976-77 Amount ~ Percent
State operations ...

$17,135 $97,717° $73222  $-24495 -251%
Local assistance —_ 685,148 - © 1,076,778 391,630 572
Totals $17,135 $762,865  $1,150,000 <~ $367,135 - 469%

2 Includes $21,000 for 0.5 evaluation position not continued in 1976-77.

The goal of the Bilingual Teacher Corps is to increase the number of -

* bilingual teachers in California public schools. However, there is no way

of ensuring that a student will actually teach upon completion of the

. program. Rather, upon completion of this training there may be consider-

"able opportunity for a person fluent in more than one language to enter
an alternative profession. Because we have a need for bilingual teachers
and because the state is making substantial investment in this effort ($4.8
million) we believe the trainees should also be asked to make a commit-
ment.

' We recommend legislation to revise e the Bilingual Teacher Corps pro-
gram from a grant program to a loan program similar to the National
Direct Student Loan Program (formerly the National Defense Student

" Loan Program). Under this program, a certain percent of the outstandmg ,
loans would be cancelled for each year spent as a bilingual teacher in a
school district up to full forgiveness after a specified period.

If a student decided to enter another profession the loan would be
repaid to the state. The effect on a student who made a career as a
bilingual teacher would be identical to the existing grant program—no
cost to the individual. However, it would have the advantage of providing -
additional motivation to continue as a bilingual teacher and also provide
the state with a means of achlevmg the :;primary purpose: for its invest- -
ment. -

Indian Education Centers ' ¢ o

Chapter 1425, Statutes of 1974, (SB 2264) authorized the establishment -
of up to 10 Cahforma Indian Education Centers to serve as educatlonal »
resource.centers in Indian communities.

' Table 16 summarizes the state operations and local assistance expendl-
- tures for the program. . -
 Table 16 _ o -
American indian Education Centers T

-Actual  Estimated ~ Proposed .. Change -
1974-75 1975-76 1976-77 Amount  Percent

State OPErations .....e.c-rmesues $12,194 $68,130° $73,500 $5,370° 79%®
Liocal ASSiStANCE cvmvieriierersenen 59,301 601,485 600,000 —1485 =03
Total . $71515 $669,615 $673,500 $3,885 0.6%

8 Includes $18,130 from federal ESEA Title V furids for program evaluation..
b Actual General Fund increase of $23,500 (47.0%) resulting from assumption of federally funded evalua-
tion position by General Fund in 1976-77.
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As the expenditure data in Table 16 indicate, 1975-76 is the first full year
of operation for the Indian Center program. The Governor’s Budget pro-
poses to continue the local assistance funding at the same expenditure
level for 1976-77. Total state operations will increase by only $5,370
(7.9%). However, General Fund expenditures will increase by $23,500
(47.0%) due to the funding of the evaluation position from the General
Fund in 1976-77. This position discussed is in our review of the Office of
Program Evaluation and Research. B

|nd|an Early Childhood Education

Chapter 1052, Statutes of 1972, (SB 1258) authonzed up to ten three-
year pxlot projects for Indian pupils in grades K-4 in rural school districts
‘receiving state equalization aid and having a concentration of at least 10
" percent Indian students. L
Table 17 summarizes the state operatlons and local ass1stance expendl-,
tures for the program.. :

Table 17

indian Early Childhood Education:
Actual . Fstimated Proposed Change
: 1974-75 1975-76 =~ 1976-77 . Amount - - Percent
State OPErations.......iceivmese - -$35,743 S §—= $— - -
Local assistal_lce st esasinne v -260,590- - 250,000 — - $-250,000 —100.0% -
' $296333: . $250,000 — . $-250,000 - —1000%

The Indian ECE program is in its third full year of operation in 1975-76.
Because the legislation specified that this was to be a three year program,
funds are not provided in the Governor’s Budget for 1976-77. The Depart-
ment of Education is considering continuing the project within the expan-
sion funds provided for the statewide ECE program, but no decision has
been made as of this writing.

3. PLANNING AND FEDERAL ADMINISTRATION

The Planning and Federal Aministration Unit is responsible for (a)
providing planning assistance to all offices within Special Programs and
Support Services; (b) providing staff services to the Educational Innova-
tion and Planning Commission; and (c) administering federal programs -
funded through the newly consolidated Title IV of the Elementary and
Secondary Education Act (ESEA).

ESEA Title IV includes former categorical programs funded by (a)
ESEA Title II, school library resources, (b) ESEA Title III, guidance,
counseling and testing, (¢) ESEA Title III, supplementary centers and
services, (d) ESEA Title V, strengthening state department (which re-
mains the responsibility of executive unit), and’ (e) National Defense
Education Act Title II1. ,

Table 18 shows fundmg by element and by source for these units.
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Table 18
Planning and Federal Administration
[ R R ' Actual FEstimated - Proposed
RS : i 1974-75 1975-76 1976-77 -
ESEA: II e $1,146810 - $4,770410  $2,616832 -

ESEA III, Guidance, Counseling and Testing .......ouuverees 924,926 986,072 941,696
ESEAIIL; Supplementary Centers and Services............ 7,083,010 9,651,429 9,437,911
ESEA YV .. . ‘ . 258,155 262,209 266,315 *
NDEA'HI : 1,667,330 3,652,295 2,227,794 -
Total $11,080,231  $19,320415  $15490,548
Funding :
State Operations:
General Fund ire $89,358 $67,008 —
Federal funds 1,311,314 1,335,296 1,410,950
Reimbursements 2 _ -
Local Assistance:
Federal funds ' 9679557 . 17990181 14,079,598

# Details shown with Depa.rtmental Management.
4. CHILD DEVELOPMENT/PRESCHOOL

Child development services of the Department of Education include
child care services and the state preschool program with expenditures and
funding as shown in Table 19.

Table 19

Child Development/Preschool
Expenditures and Funding

Actual Estimated Proposed 1976-77
1974-75 1975-76 1976-77 Amount  Percent
a. Preschool education .
State operations.......... $516,159. . $600,286 $620,064 $19778 3.3%
Local assistance 21,259,000 23,153,044 . 23,153,044 - =
Subtotal ........cccoeuurrrrennn. $21,775,159 $23,753,330 -~ $23,773,108° $19,778 1%
b. Child care services L .
State operations.......... $1,402,013 $2,202,176 $2,203,860 $1,684 1%
Local assistance 68,528932 74,153,200 74,085,152 -68048° il
" Subtotal $69,930,945 $76,355,376 - $76,280012 ~ $—66,364 1%
Combined Total : . : :
State operations.......... $1918,172 - - $2,802462 $2,823,924 $21,462 -8
Local assistance 89,787,932 97306244 . 97,238,196 -68048 1
Total...... $91,706,104 - $100,108,706 - - -$100,062,120 $—46,586 -
General Fund $41,274 741 $48 136,097 $47273511  $-865,556 18
Federal funds...... . 457,000 457,000 457,000 - -
Reimbursements............. 49974363 - 51515609 52,331,609 816000 - 16

® $12,499,093 of the preschool program is included in elementary education and $11,274,015 in’ special
programs and support services.

A. Chnld Care Servnces

" Pursuant to Chapter 670, Statutes of 1972, (AB 99) the Child Develop-
ment ‘Act, as amended by Chapter 1191, Statutes of 1973, (AB 1244) the
State Department of Education has administrative responsibility for a
variety of child care services for chlldren from: prekmdergarten through
age 14.

Major goals are (a) to enhance the educational performance of partici-
pant children, (b) to assist families in becoming self-sufficient by enabling
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parents to work or receive employment training, and (c) to provide fami-
lies with a full range of child development services in the areas of educa-
tion, supervision, health, nutrition, social services, parent participation, -
and parent education.

Table 20 summarizes the scope of child care services provided in 1975
76. The table indicates that more than 500 agencies are serving an estimat-
ed 77,000 children. ' _

Table 20
Child Development Programs
Fiscal Year 1976/76

No. of
~ Contracting No. of No. of
Type Care . Agencies  Sites  Children (est)
General Child Development * 298 792 48,150
Campus Children’s Centers 30 44, 2,050
Migrant/Rural Agricultural Centers foni 13 47 2,800
Standard Agreements (County Departments Not .
of Public Social Services) 52 Available 3,550
School-Age Parenting and Infant Development Programs.............. 12 14 240°
- Pilot Study . . 1 Not - 1,000 ¢
. . Available
State Preschool Program ¢ : 186 796 19,400

TOTALS : 522 - 1,693 71,190

2 Includes County Contract Programs, Children’s Centers, and Innovative Child Care Programs.

b Infants/toddlers only; does not include school-age parents, pregnant minors, or non-parent students.
¢ Estimated 1,500 families due to receive subsidies when in full operation.

9 Includes school districts, county superintendents, and private agencies.

The Child Development Act requires the Department of Education to
(1) formulate and promote a child development program in all California
communities where the need exists, including adaptation of existing pro-
grams as necessary; (2) adopt rules, regulations and standards for accredi-
tation of neighborhood family day care homes administered by the
department; (3) establish rules for program eligibility and priority of
service; (4) establish fee schedules; (5) prescribe minimum educational
standards; (6) give priority to children of lower income families"who
qualify under federal Title XX regulations and to other low-income and
disadvantaged families; and (7) generate maximum federal reimburse-
ment for federally eligible children.

Funding :

Table 21 summarizes budgeted state and federal funds for child devel-
opment programs in 1975-76 and as proposed by the Governor’s Budget
for 1976-77. : .

The table indicates proposed state/federal funding of child care pro-
grams in 1976-77 of about $75.9 million. This is essentially the same as for
the current year. In addition to the state/federal allocations, there is an
estimated $29 million of local funds allocated to these programs. The table
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Table 21
Child Development Programs
Budgeted State and Federal Funds
1975-76 and 1976-77

Budgeted 1975-76 Proposed 1976-77
General - Federal General -~ Federal
: Fund . Funds Fund . Funds

Children’s Centers: . .

Federally eligible ........cocoonvevnenciasivnrnnnens $10,367,588  $23,499,000

State means test .......crrniviarorerseessseens 5,193,720 — ]

Total . $15,561,308  $23499,000 $15573,509  $23,499,000
Chapter 177/1972 (AB 282) PR, $5,264,574°  $11,964,942 $5,264,574  $11,964,942:
Chapter 670/1972 (AB 99) ....oo.coivciin. 4,488,000 - 10,200,000 4,488000° 10,200,000
Subtotal : $25,313882 - $45663,942  $25396,083 ' $45,663,942
Campus children’s centers ...........cceen. $893,000 $225,000¢  $893,000° $225,000 ©
Special allowances: :

Rent ....... 298,551 ' — 298,551 —

Handicapped : . 501,420 N 501,420 R
Migrant child Care ... umemivmmmions 763,000 15820009 763000° . 1,582,0009
High school infant care : 600,000 — 600,000 -
Pilot study.... : 142,000 - 63,000 —
Total $98511,853 474700427 $28,445,0545 $47,470,042°
COMBINED TOTALS........ccovcnerrersesrisssons $75,982,795 : $75,915,996

2 Plus $1,188,314 local maintenance of effort funds.
- bSecretary of Health and Welfare Agency, Item 281. This item also includes an additional $10 million to
be administered by the Secretary Health and Welfare Agency.
¢ Plus $373,000 local matching funds.”
d Includes $457,000 federal ESEA Title 1 funds.
© Includes $457,000 in EDD Item 296(d) and $306,000 in Item 327(a)
f Includes $47,013,942 of Title XX Social Services funds.

& Consxsts of: Item 281 M,488,000
Item 296(d) (part only) y 457,000
Item 327 (a) 23,437,054
Chapter 1191, Statutes of 1973 63,000
’ $28,445,054

NOTE: In addxhon to the above, local funds for children’s centers programs are generated by means of
school district override taxes. The Office of Educational Liaison report of December 1975, esti-
mates these revenues totaled $27.3 million in 1974-75.

indicates a proposed expenditure of $63,000 in 1976-77 for the child care
pilot study authorized by Chapter 1191, Statutes of 1973 (AB 1244). A
Budget Bill control section 10.4 has been proposed which would extend
the appropriation for this study until June 30, 1977. We concur w1th this
extension of time to complete the study.

Current Issues :

In our December 1975 report, “Current Issues in Publicly Subsidized
Child Care”, we reviewed state supported child development programs
and updated our August 1974 report. In the December report, we made
recommendations concerning a number of policy issues. We are restating
some of these recommendations hereafter for con51derat10n by the legisla-
tive fiscal committees.

Fundmg Sw:tch

We recommend that $47,013,942 of the funding of Child De Velopment
programs in 1976-77 presently proposed from federal Title XX social serv-
ices. funds be appropriated instead from the state General Fund. The
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liberated Title XX funds should be utilized in lieu of proposed General
Fund appropriations for other social services programs such as homemak-
er/chore services for no net General Fund increase.

As indicated in our December report, this switch of funding would be
at no additional cost to the General Fund but would remove state oper-
ated child development programs from unnecessarily stringent federal
regulations such as (a) maintenance of high staff-child ratios and (b)
provision of comprehensive services to all participant children. Through
this shift of funding, the state would be able to design child care programs
which best fit the circumstances whether or not the programs conform to
federal regulations. We believe this policy could lead to reductions in per
pupll costs without reducing program quality.

Adhering to Reguiations

We recommend that, as an interim measure, the Department of Educa:
tion require publicly subsidized child care centers to adhere to and not
exceed federal staft-child ratio requirements.

In our report, we noted that subsidized centers, in order to receive
federal funds, must maintain a staff-child ratio of 1:5 for children three to
four years of age and 1:7 for children four to six years of age. The sample
of subsidized centers in our 1974 study actually had an average over-all
ratio of 1:4.6, with centers exceeding federal staffing requirements by an
average of 17 percent.

A number of studies have demonstrated that the ratios required by
federal regulations are certainly adequate to ensure quality care and in
fact may be more stringent than necessary to maintain quality programs.
We believe that immediate cost savings in subsidized care can be achieved
without reduction in quality through an interim policy requiring centers
to adhere to federal staff-child requn'ements rather than exceedmg these
requirements.

Staff-Child Ratios

We recommend that the Department of Education submit to the Legws-
lature by November 1, 1976, revised staff-child ratio requirements for
pub]zc] ly subsidized child care centers to go Into effect wzder state financ-
ing of child care services.

We further recommend (a) that these requirements take effect on
January 1, 1977 and (b) that the Legisiature adjust reimbursement rates
for subsidized child care beginning July 1, 1977, in accordance with these
© new requirements.

A substantial body of research indicates that although staff-child ratios
affect the quality of child care, a wide range of ratios are associated with
quality care. This research md1cates that ratios of teaching staff to children
ranging from 1:4 to 1:10 are associated with quality programs. Additional
information concerning the relationship between staff-child ratios and
quality in California programs will be forthcoming in July 1976, from the
Child Care Pilot Study currently being conducted by the Department of
Education. We believe that.the available information provides an ade-
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quate basis for the development of revised staff-child ratio requirements
by November 1, 1976. We anticipate that these revised requirements will
be less stringent than current requirements and we believe that reim-
bursement rates for subsidized child care should be adjusted accordingly.

Differentiated Staffing

- We recommend that the Department of Education issue child care -
guidelines which encourage differentiated staffing through employment
of (a) teachers ho]dmg children’s centers permits, (b) teacher aides, and
(c) volunteers.

Numerous child care studies which have been conducted in California
and elsewhere demonstrate that formal educational qualifications of staff
are not associated with the quality or effectiveness of child care programs.
These stadies have generally found that a high proportion of people with

full teaching credentials is not a prerequisite for a quality program. Never-
~ theless, our 1974 study showed that the average publicly subsidized center
had 2.3 teachers for each teacher aide or volunteer.

- Inorder to meet federal regulations, centers must have only one teacher

-for every two teacher aides or volunteers. These and other data indicate
that - many centers are “top heavy” in that (a) teachers with regular cre-
dentials and children’s center permits are filling positions that aides and
volunteers could fill and (b) teachers with regular credentials are being
. hired for positions that teachers with children’s center permits could fill.
We believe the use of differentiated staffing under which the teaching
function is performed by a wide range of personnel, many of whom do not
have- regular teaching credentials, could lead fo significant cost savings
without impairing the quality of subsidized child care.

Family Day Care Homes

We recommend that the Department of Education submit to the Legjs-
lature by March' 1, 1976, a plan for expanding the use of family day care
homes in the provision of publicly subsidized child care.

Family day care is provided for children in homes other than their own
by a paid family day care operator. From the parents’ point of view, family
day care is often the most desirable arrangement for their children be-
cause it usually is close to home, relatively inexpensive, flexible in hours,
and offers the kind of close personal care that is particularly desirable for
very young children.

-Analyses of the overall supply of child care indicate that there are over
three times as many child care slots available in family day care homes as
there are in day care centers in the community at-large. Nevertheless,
only approximately 3,600 of the 56,000 children receiving subsidized care
in 1975-76 are being served in famxly day care homes. Thus, the pattern
‘found in subsidized child care at the state level is one of preferentlal.
funding of day care centers vis 4 vis day care homes. This pattern is found
despite the fact that quality child care can be provided at significantly
_ reduced costs through the mechanism of family day care homes. Conse-
quently, we believe that ex1stmg resources should be redirected to the
greater use of day care homes in the provision of subsidized child care.
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Annual Report

We recomimend that the Education Code be amended to requzre the
Department of Education to submit to the Legislature annually by No-
vember 1 a report on (1) the recipients of publicly subsidized child care,
(2) the characteristics of subsidized child care services, (3) the total state
expenditures for each type of publicly subsidized child care, and (4) the
program effectiveness as measured by the educauonal deve]opment of
participant children. ‘

In preparing our December report, we found it extremely difficult to
obtain useful and reliable data regarding the various publicly subsidized
- child care programs in the state. Other groups preparing state-level analy-
ses have had the same problems. These problems indicate that the quality -
of information on child care programs must be improved as a step toward
‘improving state level decision making and management. -

Present statutory requirements for reporting information to the Legisla-
‘ture concerning child care programs are inadequate. Reports are required
for three relatlvely small components of the state’s publicly subsidized
child care services. However, no requlrement exists for annual, compre-
. hensive reporting of information concerning publicly subsidizedchild
care services. Thus, we believe the Education Code should be amended
to require the Department of Education to:submit to the Legislature an
annual report containing statistical data, cost data and educational effec-
tiveness data concermng pubhcly sub51dlzed child care programs. '

Pollcy Revision -
We recommend that the Department of Education revise present poli-
cies for reimbursing child care agencies (1) for profit, '(2) for children’s
. unexcused absences, and (3) for capn‘a] outlay/instructional equipment
purchases of over $300 without prior approval of expenditures. - -
‘Publicly subsidized child care is extremely costly, averaging $2,625 per
child for a standard day care year. This is'approximately twice the cost of
nonsubsidized centers and family day care homes. In our December re-
port, we described a number of reimbursement policies adopted. recently
by the Department of Education which we believe could lead to further
increases in the costs of subsidized care. In view of the already high costs
of subsidized care, we believe these recently initiated relmbursement
policies should be elurmnated »

Effectiveness
. We recommend that tbe Health and Welfare Agency report to the
Legzs]ature by August 1, 1977, on the effectiveness of pub]zc]y subszdrzed
child care in reducing economic dependency.
As described earlier, one of the major objectives of subsidized Chlld care
~is aiding economlcally dependent families to achieve reduced depend-
* ency. An important finding of our. December report was that subsidized
-:child eare appears to be havmg only a minor-impact on achlevmg this -
objective. However, limitations in current procedures for measuring pro-
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gram effectiveness make it impossible to reach any definitive conclusions
concerning this issue. In recognition of this fact, recently instituted federal
regulations require that states (a) conduct detailed evaluations of the
extent to which child care and other social services are effective in reduc-
ing economic dependency and (b) submit the first federally required
report conforming to these detailed requirements in July, 1977. We be-
lieve that such a report should be requlred by the Legialsture regardless
of whether subsidized child care is supported through state or federal
funds. .

Parent Fees

We recommend that the Departinent of Education rescmd its present
field directive to child care contracting agencies which authorizes reim-
bursement of child care operating. costs up to the maximum per hour
reimbursement levels specified by Education Code 16780, without deduct-
Ing parent fees.

Education Code, Section 16780 specifies that “the maximum reimburse-
ment level for child-hour cost within a child development program for
children age two years or over shall be one dollar and five cents ($1.05),
or the actual program costs, whichever is less, minus parent fees. For
children under two years of age in child development programs, the
maximum reimbursement level shall be one dollar and twenty-five cents

- ($1.25), or actual program costs, whichever is less, minus parent fees.”
(The Budget Act of 1975 rev1sed these maximums to $1.14 and $1.35 re-
spectively.)

" The Department of 'Educatlon s guldehnes to child care operating agen-
cies, CDU-180 dated March 13, 1973, provide that parent fees are to be
deducted from total program costs and the balance will be reimbursed up
to the maximum per hour reimbursement rate of $1 05 or $1.25 (now $1.14
and $1.35). -

We believe the Department of Education has misinterpreted Education
Code Section 16780 which specifies that programs costs be reimbursed up
to the maximum per hour rates less parent fees. The effect of the depart-

“ment’s policy is to utilize fees as an offset against local costs instead of
agamst ‘the state’s cost.

Auditor’'s Needed -

We recommend that (1) the Legislature aitthorize two assoczated man-
agement auditor positions in the Department of Education’s Internal Au-
- dit Unit to conduct office and field reviews and reconcile expenditure

reports of child care operating agencies with reports of independent audi-
tors and (2) $70,000 be augmented to Item 335 of tbe 1976-77 Budget Bill
for this purpose.

-Of ‘the 340 agencies operating child care programs, 217 are private
agencies. They receive over $25 million, or 33 pereent of total state/
federal funds allocated to child care. As noted in our December report,
audits by the federal Health, Education and Welfare Agency and the State
‘Auditor General over the last several years have identified problems,
.. particularly in the financial procedures of the private agencxes with Wthh
" the department contracts.

To deal with problems identified in these audits, the deparment now
requires child care programs operated by private agencies to be audited
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" annually by independent auditors. The department has issued audit guide-
lines for this procedure.

School districts and county agencies with which the department con-
tracts are also audited annually. These audits are conducted in conformity
with Department of Finance procedures.

According to the Department of Education, (a) neither its Chlld devel-
opment unit nor its internal audit unit has staff to monitor adequately
expenditure reports and the audit process, and (b) this lack of staff led to
continued criticism by control agencies at both the federal and state level.
Consequently, the department has proposed establishing three Associate
Management Auditor positions within its Internal Audit Unit. We believe
the monitoring function is important, and that the capability should be
established to perform this task, but believe two auditors will be sufﬁcxent
to initiate this program. ‘ : v .

Undeslgnated Expansion Funds

We recommend that $10 million proposed in Item 281 for expansion of
children’s programs be deleted in the Governor’s Budget and caz:rzed in
the appropriate legislation.

The Governor’s Budget proposes an augmentation of $10 million for
additional children’s programs in the Health and Welfare Agency for a
total of $14,488,000 in Item 281. Of this amount, $4,488,000 is the same
amount as appropriated in the current year for programs initially author-
ized by Chapter 670, Statutes of 1972 (AB99). Consistent with current yéar
procedures, this amount is proposed to be transferred to the Department
of Education which is assigned management responsibility for all state

supported child care programs.
 With respect to the additional $10 million, the Governor’s Budget pro-
vides no program definition, stating only that “this expanded amount of
funding will be admxmstered by the Secretary of the Health and Welfare
Agency”.

Our recommendation to delete the $10 million augmentation is based
on six concerns. First, a report issued in December 1975, by the Health and
Welfare Agency’s Office of Educational Liaison recommends against éx-
penditure of additional child care funds in the absence of a statewide
needs assessment. It seems inconsistent for the Governor’s Budget to
propose an additional $10 million for child care when the agency to which
the funds are to be allocated has recommended against expendlture of
-additional funds at this time.

Second, the findings and recommendations in the December 1975 re-
port of the Legislative Analyst entitled Current Issues in Publicly Subsi-
dized Child Care deal with (a) several ways of reducing the cost of existing-
child care programs and (b) procedures for redirecting existing funds to
less costly forms of child care such as family day care. Cost savings from
the recommended procedural changes in the report could be reallocated
_.to fund expanded children’s programs. We believe it is fully consistent
with the Governor’s stated policy of reassessing priorities within existing
resources to fund additional children’s programs through the savmgs
. which can be readily achleved within current funding.
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Third, it should be noted that a number of careful analyses present
strong evidence contradicting generally held assumptions concerning the
need for additional subsidized:child care. These analyses, summarized in
a May 1975 report by Stanford Research Institute, indicate that estimates
‘of the need for child care have been based on formulas which do not
consider the current informal arrangements used and preferred by the

‘majority of potential users of subsidized child care. When current arrange-
‘ments are considered in these formulas, the actual need for additional
~subsidized care is likely to be substantially smaller than present estimates
indicate. These analyses also indicate that the majority of families general-
“ly are satisfied with their current child care arrangements.

Fourth, we believe further expansion of child care programs should be
generally held in abeyance pending the results of the pilot study author-
ized by Chapter 1191, Statutes of 1973 (AB 1244). This study will contain
important information concerning the. quality and costs of alternative

~ child care delivery systems. It will provide a foundation for major deci- -
sions concerning alternatives to present child care policies. The comple-
tion date for the study is June 1977.

Fifth, any separate legislation which the Governor might propose to
expand children’s programs should be reconciled with existing law which
ass1gns to the Department of Educa’aon management responsibility for all

“state supported child care programs”. We believe such legislation should
“include any necessary appropriation.. -
~ Sixth, The Governor’s Budget does not identify the children’s programs
which would be financed with the additional $10 million. We believe it is
unreasonable to appropriate additional funds in the absence of a clear |
defin‘ition of the intended objectives and nature of éxpanded services.

B. State Preschool Program

‘Chapter. 1248, Statutes of 1965, (AB 1331) mstructed the State Depart-
ment ‘of Social Welfare to contract with the State Department of Educa-
tion to operate a statewide system of preschool programs for three to
five-year-old children from low-income families. This legislation required
all programs to follow program guidelines developed by the Department
of Education. Chapter 670, Statutes of 1972 (AB 99) provided a new speci-
fication for various child development programs, including part-day edu-
cational programs for pre-kindergarten children. Chapter 1005, Statutes of
1973 (AB 451) authorized continuation of the state preschool program.

Table 22 summarizes the scope of the preschool program since 1971-72.
The table indicates about the same number of children have been served
for the last four years,

Table 22
Scope of Preschool Program Since 1971-12

S : . o o " Number of Number of Number of
Year - - : . Applicant Agencies Sites (est) Children (est)

19731-72... : : ;. .-166 669 16,317
1972-73 : 191 852 19,445
1973-74 184 852 19,449
1974-75 , 184 - 852 19,400

19757 i i 186 0 T96 T 19400
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Until 1973-74, state appropnatxons for the preschool program were
matched by federal social services funds-on a 75-25 (federal-state) ratio
under the Federal Social Security Act Amendments of 1967. However,
.begmnmg in 1973-74 the preschool program was funded entirely by a state
. General Fund appropriation due to (1) a ceiling placed on federal social
services funds available to California, (2) a greater demand for such funds
for all social services programs than could be funded by the available
ceiling amount and (3) anticipated revised federal social services regula-
tions which would have precluded the preschool program from quahfymg
for such funds.

Table 23 summarizes fundmg of the preschool program since 197 1—72

: Table 23
Funding of Preschool Program Since 1971-72
: ‘ : " Federal
Year State Matching Total
1971-12 $5,192,000 $15,366,000 $20,488,000
1972-73 . 5,328,453 15,985,359 ' 21,313,812
1973-74 ; e 23,314,100 T L—- 23,314,100
1974-75 21,812,000 — 21,812,000
1975-76...... . 23,512,720 - 23,512,720
- 1976-717........ - 237T713,108° —_ . 23,773,108

2 Includes $23,153,044 local assistance, Item 327 (b), and $620,064 state operations, Item 335.

The table indicates a slight increase of $260,388 in the total proposed
1976~77 appropriation over the 1975-76 appropriation. However, the local
assistance portion, $23,153,044, remains the same. This could cause some
reduction in level of service in 1976-77, particularly in programs operated
by private non-profit providers. However, we believe any program reduc-
tions could be largely offset by the introduction of the same types of
savings we are recommending for the other child development programs.
The proposed state operations amount of $620,064 includes an inflationary
increase to provide ‘the same level of support as the current year. . -

We believe the preschool program should confinue in 1976-77 at the
current level of operation. At the completion of the child care pilot study
we will review all child care programs mcludmg the inter-relationship of

the preschool program.

5. CURRICULUM SERVICES

The Curriculum Services Unit, formerly General Educatlon Manage-
ment (GEM), provides consultmg services to local districts in a variety of
educational areas. Programs within curriculum services are assigned to
the following seven areas: (1) state mandated curriculum activities, in-
cluding all traditional academic programs, (2) health education, including
drug and alcohol abuse and nutrition programs, (3) pupil personnel serv-
ices;. (4) mentally gifted minors, (5) continuous learning (year-round
schools), (6) disaster preparedness and (7) other curriculum activities,
including conservation education, educatlonal technology and' instruc-
tional television.

Expendltures and revenues for this program as presented in the Gover-
nor’s Budget are shown in Table 24.
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Table 24
Curriculum Services :
Actual . . Estimated . Proposed Change

B I974-75 - 1975-76 = 1976-77  Amount  Percent
'State Mendated Cumculum Ac- ‘ : R :

 tivities..... $776,787 - - $530,346 $567,507 $37,161 7.0%
Health Education ........... iiueenrsamiions 676,030 887,465 846,266 —41,199 =46
Pupxl Personnel Services i 484,442 536,320 378,734 ~157,386 . —294
Mentally Gifted .........corivsunmninns 141,064 191,058 169,147 ~21811 = -115
Continiious Learning ... 56,755 533,210 69834 = —463376 -89
Disaster Preparedness . 136,630 172,483 193600 21,117 122
Other. Curriculumm ..o 1301728 1504316 1196951 307,365 —204

. e $3,573,436 . $4,355,198 $3,422039  $-933,159 . —214
State Operations , ; " S ~ _
G'eneral Fund...icvviiviveensonees - $1,233,669 $1,2.9046‘4 51296430 85,966 05%
. LOB8T7Es . L027,655  -10IL609 ¢ ~16046 —16
Reimbursements .........couernn. 200052 - 456,079 300000 156079 342
. Local Assistance . o : S : :
General Fund.........coemo 7IS0%8 146500 814000 ~438500 347
Califoriiia Environmental Pro- v : e ' '
“téttiont Program Fund .. 975,000 275,000 Ve 275000 <1000

Federal DS i riisaaiisiome 77,952 - 59,500 -~ =59500 . 1000

A Mentally Gifted Minors
" In 1961 the Leglslature enacted a permxsswe program for. Mentally

' Gifted Minors (MGM) in California. The legislation was intended to pro- J

vide a “qualitatively different” program for those students whose general
intellectual capacity places them within the top 2 percent of all students
of their grade level throughout the state.

In 1975-76 approximately 186,000 students (full-time equivalents) are
enrolled in gifted programs at an estimated General Fund cost of $15.4
million. The 1975-76 Governor’s Budget proposes the:same General Fund
expendlture for 1976-77. - -

 Pre gram Evaluation

Dui’mg consideration of the 1975—76 Governor s Budget by the Leg1sla~ o

‘tive fiscal committees, it was noted that the MGM program had been in

_existence since 1961 and had never been evaluated. Consequently, the -

. Legislature adopted language in the Supplementary Report of the Com-
mittee on Conference directing the department to “conduct an evalua-
tion of the mentally gifted minors program and present. its findings to the

Legislature not later than February 1, 1976.”

Although the evaluation has not been completed in time for considera-
tion in' this analysis, the department indicates that it will be avallable prior
to the legislative hearings on the Budget Bill. -

Ovarenrollment of Glfted Students

‘While the MGM program was established to serve only the top 2 percent
of.all students, the actual enrollment has historically exceeded that limit.
Table 25 indicates the difference between actual MGM enrollment (full-
time equivalents) and enrollment as 2 percent of K-12. Average Daily

,Attendance (ADA) for 1971-—72 through 1974-75.
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» Table 25
MGM Enroliment 1971-72 through 1974-75
o ' Actual MGM  Enrollment as*®
Enrollment (FTE) 2% of K-12 ADA  Overenrollment
1974-75 ' 178,329 83,727 - 94,602
1973-74 : 167415 84,078 83,307
1972-73 143,051 85,136 - 57915
1971-72 113,318 86,135 27 183

® Based on K-12 regular class ADA

One result of the overenrollment of students in the gifted program, was
that state funding was expanded from 2 percent of the preceding year’s
ADA to 3 percent in 1969 (Chapter 784, Statutes of 1969). At the same
time, the legislation continued to specify that the program was designed
for only the top 2 percent of all students.

Present law authorizes General Fund support of $100 per MGM student
enrolled in an approved program and $50 for identification (with appor-
tionments limited to 3 percent of the preceding year’s ADA). However,
because more than 3 percent of the K-12 ADA is enrolled in MGM courses,
there are not sufficient funds available to provide the full support author-
ized by statute. Therefore, the Superintendent of Public Instruction has
adxmmstratlvely prorated available funds so thatin 1975-76 approxlmately

$78 is prov1ded for each student and $40° for identification.

identification ) : .

We recommend that the Department of Education revise the proce-

_ dure for the identification of mentally gifted minors.

The overenrollment of MGM students is related directly to the identifi-
cation process. Most gifted students are identified by means of an intelli-
gence test, typically the Stanford-Binet, which is normed nationally, A
cut-off score for enrollment in the program is established based on a
national norm which theoretically identifies the top 2 percent of students
takirig the test. However, because California students have scored above
the national norm, the existing procedure for establishing a cut-off score
resulfs in greater than 2 percent of California students being 1dent1ﬁed as
mentally gifted. '

We recommend that the Department of Educatlon revise the proce-
dure for identifying MGM students to reflect the performance of the top
2 percent California students only. This standard should then be applied
to those students being considered for enrollment in the MGM program
in 1976-77 and thereafter. Over time, this would gradually reduce the total
program enrollment down to the top 2 percent of students as provided in
existing legislation. :

Revise MGM Apportionments

We recommend that apportionments for the mentzz[]y gifted minors
program be based on regular class K-12 average daily attendance (ADA )
only for a General Fund savings of $1,583,343. ‘

Education Code Section 6426 specifies that apportionments for mentally
gifted minors are to be based on 3 percent of the precedmg year’s K-12
average daily attendance. In implementing this provision the Department
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of Education has based apportionment computations on total average
daily attendance (ADA) which includes ADA generated by regional occu-
pation centers, adult classes, summer school, spec1al education programs
‘and opportunity schools.

We believe that using such a total ADA is inappropriate because it
results in (1) double counting of ADA (special education) and (2) includ-
ing segments which have no MGM program (adult education). Therefore,
we recommend that the department revise the basis upon which it com-
- putes MGM apportionments to include only that segment directly affect-
ed, i.e., the K-12 regular class ADA. Based upon 1974-75 ADA this would
result in an estimated General Fund savings of $1,583,343. [4,714,154 (total
K-12 ADA) minus 4,186,373 (regular class ADA) X .03 (statutory ADA
limit) X $100 (statutory MGM allowance})].

Program Duplication

We recommend that the 1976-77 apportionments for the Mental]y Gift-
ed Minors program be limited to 3 percent of the preceding year’s K-12
ADA minus the ADA reported for grades K-3 in schools receiving Early
Childhood Education funds in 1976—77 for an estxmated General Fund
savings of $2,084,472.

The Mentally Gifted Minors program (MGM) was established to meet
* the unique needs of the top 2 percent. (per grade level)- of students in
- grades K-12. To support-this objective the state authorizes $100 per gifted

student plus $50 per student identified.
The Early Childhood Education program (ECE) estabhshed by Chap-
ter 1147, Statutes of 1972, is designed to assure “a comprehensive restruc-
. turing of primary education in California kindergarten through third
grade to more fully meet the unique needs, talents, interests and abilities
of eachchild.” In 1976-77, the budget will provide $140 per ECE pupil plus
an additional $70 per disadvantaged ECE pupll for approxnnately 50 per-
cent of the K-3 ADA.
Thus, in grades K-3, there is an overlap in program intent and funding
for students who participate in both the MGM and ECE programs. -
Because the ECE programis designed to meet the unique needs of each
child, we believe that continuation of MGM programs in ECE schools
duplicates what should already be provided within the ECE structure.
- ‘Therefore, we recommend  that control language be addéd to the
Budget Bill to limit MGM apportionments for 1976-77 to 3 percent of the
preceding year’s K-12 ADA exclusive of the ADA reported for grades K-3
in schools receiving ECE funds in 1976-77. Based upon the follbwmg
‘assumptlons, this would result in an estimated General F und savmgs of
$2,084,472 in 1976-77 as follows: .
(a) Savings realized from $100 MGM program allowance :
(1976-77 K-3 ADA in ECE schools) X 3% X (statutory MGM
‘allowance)
L | 624,000X .03 X $100 = $1872000
(b) Savings reahzed from $50 MGM identification allowance _
624,000 (1976-77 K-3 ADA in ECE schools) x .03 (MGM
enrollment funding limit) X .2270 (ratio of annual MGM
identification to annual pupils funded) X $50 $712,472
1976-77 Total Savings . $2,084,472

24488825
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"These s savmgs would be increased by any further expansion of the ECE
program in future years.

B. Contmuous Learning-

Chapter 1170, Statutes of 1973 (SB 1107 ) appropnated $800,000 to estab-
lish a continuous school program, commonly called year-round schools; in-
California. The program provides one-time grants of up to $25,000'to cover
the start-up costs of those school districts (above 500 average daily attend-
ance) which initiate a year-round education program. ‘

Table 26 summarizes the expenditures for state operations and local
assxstance as presented in the Governor’s Budget

Table 26
Continuous Learning . : e
Actual . . Estimated - Proposed Change . - .-
197875 197576 1976-77 Amount --Percent
State operations ...........cuo... $56,755 $160,210 $69834 - . $-90.376 ~564%
Local assistance ; - 373,000 - -~373,000 —100.0 -
_ Total $56,755 - $533,210 $69.834 $-463,376 —869%

‘Table 26 indicates a total reduchon of $463 376 or 86.9 percent in the -
1976—77 ‘The. decrease in state operations is'due primarily to the one-time -
i only cost of a national conference on year-round education held in Califor-
nia in 1975-76. Those costs are to be reunbursed to the state from partici-
pant fees.

Actual Expenditures o

The budget portrayal of local assistance expendltures is maccurate m- .
dlcatmg zero expenditures for the program in both 1974-75 and 1976-77.
These figures are not based upon actual expenditures but rather reflect
technical accounting adjustments. '

Based upon actual expenditures to local school districts, approxunately
$295,000 of the original $800,000 had been allocated to fifteen school dis-
tricts (as of January 1, 1976). Approximately $222,000 of this was expended ‘
in 1974-75. .

The department mdlcates that requests from an additional six dlstncts :

for $108,000 is in the process of approval. Assuming that all six requests are
- approved, this would total $403,000 expended, leaving a balance available
of $397,000. While there is no accurate expenditure schedule available for
the remainder of these funds, we estlmate that most will be avallable for
expenditure in 1976-77.

Continue Appropriation

We recommend that cont.rol language be adopted to reappropnate tbe
unencumbered balance of funds appropriated pursuant to Chapter 1170,
Statutes of 1973, to be available for expendzture for tbe purposes of t])at
act uzml ]une 30, 1.977 : :
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Chapter 1170 provides that districts initiating year-round programs
have until July 1, 1979 to apply for their one-time: grants. However; be-
cause the legislation did not specify that the $800,000 appropriation was
available “without regard to fiscal year”, any unencumbered balance will
revert to the General Fund at the end of three years (December 30, 1976).

We believe that the appropriation should be available for the length of
the program, or until it is fully expended. Therefore, we recommend that
control language be adopted to reappropriate the unencumbered balance
until June 30, 1977. If unencumbered funds are still available beyond that
date, they could be reappropriated through future budget acts.

. C. Instructional Television

"We recommend that the Legjs]ature Wztbbold approva] on Item 330,
Instruction Television (ITV), unb] the Iatest apporbonment figures are
- available.

The prehmmary apportlonment figures for ITV in the current year
-indicate a decline in demand for ITV apportlonments

Table 27 shows apportlonments for ITV.

Table 27
Apportlonments for Instructlonal Televnslon
L Actual - Estimated Proposed .
. el o ) t1974-75 0 ) 1975-76. o 1976-77
*‘Budgeted ... AT 7 $840,000 $814,000 - © - $814,000
Actual. : . 718,028 © 696,439 - -
‘Difference $121,972 : $117561 - -

The apportionment amount in the current year is based on a prelimi-
nary estimate. However, the Governor’s Budget projects a'demand of
$814,000, the same as the budget year. Because of this apparent reduced
demand we recommend that the Legislature withhold approval of this
item to consider a potential program reduction at the time the final appor-
tionment figure is available.

D.. ‘Conservation Education

We recommend that the Department of F}nance provide more com-
Dplete information on the elimination of conservation education local assist-
ance funding for the Department of Education at the tlme the budget is
heard before the respective fiscal committees.

.For the past and current budget years the Department of Education has
received $275,000 from the California Environmental Protection Program
Fund to provide grants to school districts for conservation education. This
amount has been discontinued in the budget year: According to the Gov-
ernor’s Budget, all funds will be retained for administration by the Re-
sources Agency. ,

No justification for this change is provided. We believe more complete
information should be available to the respective fiscal committees at the
time this section of the Department of Education’s budget is heard.
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E.  Educational Technology

In our previous Analysis we pointed out to the Leglslature the lack of
positive program achievement by the educational technology unit in the
Department of Education. In consequence, we recommended its ehmma—
tion. .

During the budget hearmgs the department indicated that stafﬁng
problems had prevented achievement of the unit’s objectives, and assur-
ance was given by the Deputy Superintendent for Programs that the
department had a continuing interest and commitment to educational
‘technology. With that assurance, the comimittees rejected our recommen-

-dation but requested a review of this unit in 1976.
To date, the unit continues to languish because (1) the department has
- transferred one of the four consultant positions to the ECE unit.including
the General Fund support; (2) another position is unfilled, and (3) there
is continuing personnel turnover. In consequence of these actions by the
department, we question whether the commitment given to the fiscal
committees in 1975 has been carried out. Review at the hearings is appro-
priate. Should the Legxslature wish to reconsider elimination of the two
consultant positions in accordance with our 1975 recommendation we
estimate a potential General Fund sav1ngs of $85,000.in 1976-77. '

6. SPECIAL EDUCATION

The Special Education program element of the Spec:1al Programs and
Support Services unit is composed of the activities and local assistance to
school districts for the support of education programs for exceptional
.students. Exceptional students are children who require special assistance
beyond the regular school program because of mental or physical hand-
icaps.

Components of the Special Education element 1nclude (1) the Master
. Plan for Special Education, (2) educational improvement for the hand-
icapped, (3) research and development, (4) special schools, (5) clearing-
house depository and (6) other specxal education programs.

- These components include services to deaf, blind, orthopedically hand-
icapped, multi-handicapped, educable and trainable mentally retarded
and educationally handicapped. In addition, the federal aid through the
Education for the Handicapped Act (PL 93-380) assists local school dis-
tricts to initiate, expand and improve programs for handicapped children.

Table 28 summarizes expenditures and funding sources for all act1v1t1es
supervised by this element. : :

The increase from $10 million to $24 mllhon for local assistance for the
Master Plan is an accounting change for 1976-77. In 1975-76, as well asin
1976-77, approx1mately $14 million from the regular apportionment a¢-
counts will be spent in Master Plan districts. In the 1976-77 budget explicit
account of this fact is taken by debiting the regular accounts and crediting .
the Master Plan for these expenditures.
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Table 28 : ;
Expendlture and Funding Sources for Special Education Element ;

Actual Estimated -~ Proposed

Components 1974-75 - 1975-76 1976-77
Master Plan: ’
State Operations . $91,503 $317,655 $318,845
Local Assistance \ ©o 0 300,000 10,000,000 ® - 24,000,000
Education Improvement for Handicapped: -
State Operations 3,062,950 3,130,062 . 3,157,089
Local Assistance : 2,990,862 8626262 8,599,235
Research and Development: . R .
State Operations 298,523 - 331,191 - 369,054
Special Schools: : .
State Operations . : : . 14,629,380 16,450,164 16,509,900
Clearinghouse Depository: , o L
State Operations ; 203,486 253,137 . 261,900
Other Special Education Programs i o ' '
State Operations 1,072,855 1,173571 1,243,066
Local Assistance 8,322,630 11,160,760 12,710,430
Total . $30,972,189  -$51,442,802 "$67,169,519
State Operations: : . : :
General Fund . $14,369,878  $16500,159  $16,676,300
Federal funds - ; 3065425 3130062 3157,089
Reimbursements : 1,926,394 2,023,559 2076465
s e B $19358697 . $21,655780 . $21,859854
- Local Assistance: S ‘ o o : T
General Fund s - 8622630 21160760 36,710,430
Federal funds . 5990862 8,626,262 - 8599235

811613492  $29767,022  $45,309,665
~ ®* An additional $14 million in apportionments was utilized for this program.

Table 29 summarizes budget act items Wthh appropriate support for
' spemal educatlon programs.

 Table 29
Budget Act Appropriations for Special Education
ITtem ' . . Amount
State Operations ‘ :
341 ~Special Schools....... $14,443,835
Local Assistance : :
‘324 - Master Plan for Specxal Education Pilot Program - $24,000,000
325, Occupational Training for Handlcapped 85,000
326 Development Centers : - - 12,540,430

A Master Plan for Special Education

_..The Master Plan for Special Education (MPSE) was enacted into legisla-
tion by Chapter 1532, Statutes of 1974 (AB 4040). Chapter 1532 provides
for the testing of the MPSE in a limited number of districts and. counties
in fiscal years 1975-76, 1976-77, and 1977-78. Statewide implementation
will be determined at a later date by the Legislature.

‘The MPSE has been implemented by six selected Responsible Local
Agencies (RLA) in the current year: (1) Sacramento Unified, (2) Stanis-
laus County, (3) Contra Costa (exclusive of Mt. Diablo Uniﬁed and Rich-
mond Unified), (4) Santa Barbara County, (5) Santa Monica and (6)
Humboldt and Del Norte Counties.
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Table 30 shows the six implementation areas w1th negotlated budgets
and average cost/pupil for 1975-76.

Table 30

Enroliment and Budget Data for Six Responsible
Local Agencies in 1975-76 Implementation of
the Master Plan for Special Education

Total Special Fd. Percent ;
Responsible Local Enrollment Enrollment of Total Negotiated Cost
Agencies (RLA) - Prgjected Projected Enroll. Budget per Pupil
Contra Costa 3
County ............ - 55,762 5,776 103 $5,700,000 $987
Humboldt-Del No. , .
| (IO 25,012 2,200 101 . 2,400,000 1,091
Sacramento  Uni :
fied....ccoooovreenes 44148 4772 - . 108 4,500,000 943
Santa Barbara Co. 56,382 4,761 84 -5,300,000 - L113
Santa Monica Unif. - 13,116 1,379 105 1,400,000 1,015
Stanislaus County.. 50,110 - 4,285 86 4,200,000 980
107 — 244,530 ' 23,173 . 95 $23,500,000 $1,014
. ‘ ' (average) (average)

In addition to the six RLAs, approx1mately ten RLAs are funded in.the
current year to develop a comprehenswe local plan. Of these 10 RLAs, the
Department of Education anticipated funding an additional four Master
Plan areas in 1976-77. However, the Governor’s Budget provides no ex-
pansion monies. ‘

Statutory Adjustment
We recommend that the Legzs]ature augmentltem 324, Master P]an for
Special Education Pilot Project by $1,440,000 to adjust for inflation.
It is important to note that Chapter 1532, specifically provided for an
inflation adjustment of the special education allowances for those RLAs

. involved in Master Plan implementation. Such an adJustment is not in-

cluded in the Governor’s Budget.

Further, we recommend that the Department of Education provide the
fiscal committees with the following information: (1) the number of pupils
enrolled in each participating RLA as of December 31, 1975, (2) the
projected enrollments by June 30, 1976 and for 1976-77, (3) the estimated
contract amount that will be unexpended in each RLA as of June 30, 1976
and (4) the estimated number of pupils in the six RLAs that could be
funded under Education for the Handicapped Act, Title VI-b in the cur-
rent and budget years. '

This information is needed to make an accurate estimate of the augmen-
tation required to adjust for inflation. We believe the Leglslature should
withhold final approval of this item untll that information is prov1ded

Evaluation

We also want to bring to the attention of the Leglslature our concerns
with regard to the Master Plan evaluation design and its expected out-
comes. These concerns are: (1) unnecessary redundancy between the
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_ structured interview and other elements of the evaluation; and (2) ¥
inadequacies in the evaluatlon in terms of process and product measure-
ment.

The evaluation design by the department seeks to collect data from the
RLAs in three areas:

1. Baseline mformatlon—mformatlon obtained prlor to program im-
plementation for purposes of companson with later program out-
comes,

9. Process information—information on the degree to which the specr-
fied. elements of the program have been implemented as planned.

3. Product information—information obtained for purposes of deter-
mining program attainments. '

‘Collection of this information is to be supplemented by- conductmg (1)
a structured interview, (2) an on-site audit, and (3) an annual self-report.
by the Director of the RLA. We consider these reporting requirements
. redundant. It appears that both the on-site audit and the structured irter-
view will collect similar information. We believe the department should
reassess.the need for both an audit and an interview. .

This is the first year of Master Plan operatlon in school districts. Full :
statewide implementation, if the program is successful, is projected for the
1978-79 fiscal year. Under these: time constraints, full unplementatron_

- leglslatlon probably would be requrred in the 1977 legislative session. This" -

constraint will allow only one to two years of evaluation time to test the -

- premises of the Master Plan. Because of the potential cost of Master Plan’

implementation statewide (projected to be in excess of $3OO mllllon) we:
consider the evaluation period to be short. .

In particular, the current evaluation will not provide an adequate meas- .
ure of change in process and product characteristics unless it .is over a’
longer period of time. This is because pre-Master Plan data are not uni-
formly -available. Adequate comparison of Master Plan and non-Master
Plan districts will not be possible in a period of two years or less wrth the
department s evaluation design.

_Finally, we want to point out that the Master Planisonly one model with
a single delivery system. This limits the Legislature to one comparison—
i.e., the existing categorical programs with the Master Plan delivery sys-

‘tem. We believe policy decisions concerning specnal education should be
‘based on an analysis of alternative models varying in approach and cost.
"~ Because of these and other concerns, we. 1ntend to conduct a study of
" ‘special education programs this year. ‘

B. Development Centers for Handicapped Minors

"Chapter 1235, Statutes of 1965, established the Development Center
Program to prov1de day care and treatment for children unable to attend
special education classes because -of a severe physical handicap and/or
mental retardation. The program is' designed to develop basic self-help

 skills and to provide a placement alternative to the state mental hospitals:
State allowances:include $1.75 ($1.89in 1975-76 and 1976-77). per attend-
ance hour plus $675 per ADA for transportation. For the 1975-76 school

- year, the state appropriated $11.0 million from the General Fund for
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development centers.
State costs for the program are shown in Table 31.

Table 31
State Support for Development Centers

 Actual Estimated Proposed

1974-75 1975-76 1976-77
State operations $46,716 $42,200 $87,721
State local assistance........ 8,322,630 .. 10,990,760 12,540,430
Total .orern : 88360346 $11,032,960 $12,628,151
Enrollment i : . 2828 . - -3,438 : 3820

The proposed expenditures of $12, 628 151 in 1976-77. mcludes 1)
$1,549,670 for local assistance to increase development center enrollments
by 472 pupils and (2) $45,521 for state operations to add a consultant plus
clerical support for state adrmmstrahon

Unnecessary Augmentation

We recommend that the $1,549, 670 augmentation for development cen-
ter expansion be deleted. - (Reduce Item 326 $1,549,760).

Chapter 407, Statutes of 1974, (SB 1782) mandated development center
programs begmmng September 1, 1978 and required an orderly phase-in
of pupils in order that-all would' be served by 1978. We agree with that
approach. However, recent federal legislation has made in excess of $10
million available for programs for the handicapped under the Educatlon
for the Handicapped Act Title VI-b.

Federal guidelines require that first priority for expenditure of these
funds be for serving school age children not in school. The entire augmen-
tation in the Governor’s Budget is to serve pupils in this category. In fact,
local education agencres have already submitted funding requests to en-
roll over 300 puplls in the current year from these add.ltlonal EHA VI-b
funds. '

These funds will continue to be available in the budget year. Therefore
we recommend that the General Fund augmentation be deleted and

. funding for development center expans1on be provrded from federal
funds.

C. Spoclal Schools

~'The State of California operates six special schools to prov1de services
to handicapped minors whose districts of residence do not offer adequate .
special education services.

Table 32 summarizes support for the schools and per caplta expendl- ‘
tures

Dlagnostlc School Central—Purchase :
In the last Analysis we recommended the purchase of the Fresno dJag-n

nostlc schiool. That recommendation was approved and the Legislature
included $1.7 million in the budget for purchase of the facility.




: Table 32
Enroliments and COst/Pupll m Specnal Schools 1916—77 -
General Fund Sehool District Federal Total Total local and
' _ Enrollments Cost/Pupil - Reimbursements/Pupil  funds/pupil = - cost/pupil state support .
School for the Blind 126 : $14,108 BN ) . 1 (R “§2,188 . $17,883 $2,253,245
Diagnostic schools. for Neurologically Handlcapped . e i B .

North 44 ' 29,288 - 730 1,024 31,044 ST 1,272,823
Central : 37 7062 . ¢ s S - 27,387 1,013,310
South ; , ¥ oo M2 .. 50 6529 - 38,504 1,424,663

Schools for the Deaf g : - ' . ' : . ' .
Berkeley ..... . 364 © 10528 894 939 12361 - 4,499,533
: 'Riyerside o . : 564 9696 B - 446 . 578 - 10720 6,046,326
1 1169 - $12356 o Tges o e $14,123 $16,500.900

2 The three diagnostic schools actually serve approximately 500 pupils in any given year but the figures in this table represent full-time eqmvalents
b This large federal fund expenditure is due to a high cost project for the autistic that is funded through this school

erem0se Sl

£0L / NOLLVONQH 31-%
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Purchase Delay

The Public Works Board approved the “acquisition by negotlatlon or
condemnation if necessary” at its meeting of November 24, 1975. An offer
has been made and it 'was rejected. Consequently, it appears that acquisi-
tion will be by condemnation. The Department of General Services re-
ports that this could take from nine months to a year, or longer, depending
on the court calendar and/or the willingness of the owners to negotlate
an out of court settlement.

Rent Deficiency

Anticipating the purchase of the facility in the current year the Gover-
nor deleted $167,000 from the school’s budget for rent payments in 1976- -
- T1. We believe the Legislature should consider restoring these funds
‘before final passage of the Budget Bill if satisfactory progress towards

- ~ purchase has not been accomplished in the current year.

(It is important to note that the Special Schools have had General Fund
savings of over $300,000 annually. It might be appropnate to pay the rent
* from these savings on a short term basis. ) ,

" New Schools for the Deaf and Blind

_ The Leglslature has authorized the expend1ture of $23.5 million to relo-_ :
“cate the schools for the deaf and the blind away from the present site in-
Berkeley.. '

In December 1974 the Pubhc Works Board approved the purchase of
approximately 92 acres in Fremont as a site for the two schools. Architects
have been retained and program parameters established. Presently, the -
architects are working on a Master Plan for the site to determine which
facilities would be appropriate for joint use.

When the architects submitted their initial program plans they estimat-
ed a total facility cost of approximately $50 million. Subsequently, the
Department of Education has reduced the program and related costs to
approximately $43.0 million. The Governor’s Budget includes an augmen-
tation to the existing appropriation of $19.3 million for a total budgeted
amount of $42.8 million. Projected occupation is the fall, 1979. For our
recommendation on theseé funds, see the capital outlay analysis.

B. ELEMENTARY EDUCATION

As displayed in Table 33, Elemehtary Education includes early child-
hood education, consolidated categorical programs and general activities.

Table 33
Elementary Education Program

Actual FEstimated Proposed Change :

197475 - 1975-76 1976-77 Amount ~ Percent
1. Early childhood educa- : '
{3703 | A 41,296,539 63,728,900 98,684,923 34,956,023 - 54.9%
2. Consolidated categorical o P
PrOZIAMS .....covivunnnrnnie 204,141,217 253,046,145 232,461,394 -20,584,751 - 81
3. General activities............ . 548,413 707,115 783,005 75,890 107

Subtotal .......coouivcivsusmiennes $245986,160  $317,482,160  $331,929,322 . $14,447,062  4.6%
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1. EARLY CHILDHOOD EDUCATION :

Chapter 1147, Statutes of 1972, (SB 1302) authorized an early chxldhood
education (ECE) program for children in grades K-3. The program began
operation in 1973-74. The major objectives of the ECE program, as de-
scribed by the Department of Education, are to have every elementary
school in California “restructure” its primary program so that all resources
utilized by the school—local, state and federal—are integrated into a com-
'prehenswe educational program that pursues the goal of meeting the ;
unique needs of each child.

Among other things, this framework of comprehensive reform empha- ‘
sizes the importance of parental participation and community involve-
ment in the educational program of the school. The student achievement

objectives of the program are that:

" - “The participating pupils will develop an increased competency in
the skills necessary to successful achievement in later school subjects
such as reading, language and mathematlcs ” (Education Code Sec-
tion 6445) and
“All pupils who have completed the third grade of the state’s educa- .

* tional system will have achieved a level of competence in the basic
skills of readmg, language, and mathematlcs sufficient to continued
success in their educahonal experlences ” (Educatxon Code, Sectlon
6445.1)

State fundmg of the ECE program in 1975-76 totals over $63.2 m1lhon '
These funds are allocated to districts on the basis of $140 per pupil for all
students in ECE schools, plus an additional $70 per pupil for those students
who have a demonstrated educational need. The per pupil allocations are
spent primarily to reduce the pupil-adult ratio in each class, to provide
in-service training for school personnel, to provide for parent education
and parent participation, and to purchase special instructional materials.

Table 34 shows ECE part1c1pat10n and state funding since the program
began in 1973-74. '

Table 34
Early Childhood Education Program Participation and State Funding
1976-77
. Proposed Change
Factors 1973-74 1974-75 1975-76 1976-77 Amount Percent

Appropriations X i ‘ o
Local assistance ~ $25,000,000  $40,000,000 = $63,200,000  $97,700,000  $34,500,000  -54.6%
State  opera- :

HONS evrvrestireres ) 161,828 338357 528900 984,923 456,023 - 862
Number of dis- - i : .

tricts funded 800 . 829 . 846 846 — —
Number of ] .

schools fund-

1=Y: SO 1,016 1,322 1800 2,620 820 456
Estimated fum- :

ber of chil- .

dren served.. 172,073 280,000 400,000 618,000 218,000 545
Percent of K-3

population ® .. 14% 2% 33% 52% 19% —

1.2 million estimated statewide K-3 pupils.
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As can be seen in the table, local assistance funding in the ECE program
increased from $25 million in 1973-74 to $63.2 million in 1975-76. The
1975-76 funding level is sufficient to include approx1mately 33 percent of
the state’s kindergarten through third grade students in the program.
For 1976-77, the Governor’s Budget proposes a local assistance program
-increase of $34.5 million, or 54.6 percent, for a revised total of $97.7 million.
This would serve an estlmated 52 percent of the state’s K-3 pupil popula- .
tion, an increase of 19 percent over the current year program. ’

Program Augmentatlon Recommended

We recommend that the Early Cbz]d]zood FEducation Program be ex-:
panded to serve approximately 40 percent of California K-3 pupils in.
1976-77, and that $75,600,000 be appropnated for tbzs purpose for a 1.976'- o
77 budget savings of $22.1 million.
" Our primary policy position towards expandmg the ECE program is
that prudent fiscal management be exercised until the program has clear-
ly proven its effectiveness. This policy should not be interpreted in any
“way as prejudgmg the ultimate success or failure of the program.
" Qur primary reason for caution in program expansion concerns'the
- -administrative problem of maintaining quality control when large-scale
' expansmn is-attempted too quickly. Serving 40 percent of eligible pupils
- “is-an‘increase of 7-percent over the 33 percent currently being served. We
. believe this is a reasonable rate of expansion which is a) consistent with
. previous expansion and b) prudeént in view of questionable program effec-

tiveness. In contrast, we seriously doubt the wisdom of attempting to =~

expand the program by 19 percent in a single year. We believe this rate
of expansion cannot be managed effectively.

A second reason for limiting program expansion to this level is that
existing state evaluations suggest questionable program effectiveness.
Evaluation' data presented by the Department of Education have been.
inadequate for measuring effectiveness, with the exception of data from
the statewide testing program. These data have shown apparently incon-
sistent patterns, with some data suggesting slight achievement gains as-
sociated with ECE program participation and other preliminary data
suggesting that a slightly lower proportion of ECE schools score within
and above predicted levels of achievement than is found statewide.

The Legislature is currently funding a $200,000 independent evaluation
of the ECE program which will be concluded in November 1976. It ap-
pears precipitous to provide large program expansion with its substantial
attendant costs until the results are known. Our review of this evaluation
design indicates that it will offer much more reliable data on student
achievement and on aspects of institutional reform than are currently
available.

Further need for cautlon in expanding the ECE program derives from
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alarge body of educational research which suggests that only some schools
are likely to incorporate reform efforts successfully. This research shows
that in the remainder, reform programs are likely to be implemented with
considerable difficulty, if at all. These facts, coupled with the absence of
definitive data establishing program effectiveness, lead us to the conclu-
sion that the ECE program should not be expanded to serve more than
approximately 40 percent of the eligible population at the present time.
The ECE program guidelines and implementation appear to be: quite
sound. In numerous schools, the ope_ration of the program appears to have
been undertaken successfully. It is for these reasons that program expan-
sion to serve about 40 percent of the K-3 population can be justified.

Improvement of Current Evaluatlon Procedures Needed .
We recommend that in future evaluations of the ECE program the
Department of Education use (1) data. collection instruments of estab-
- lished technical quality, (2) appropnate sampling procedures for report-
ing achievement data which is representative of the program population
and (3) adequate comparison groups for determining tbe impact of tbe

. ECE program..

The department conducted an evaluation of the program on its own
initiative for the 1974-75 school year. However, significant methodological
. problems make the majority of findings in the study madequate asa basrs
for judging program effectiveness.. .

The department s 1974-75 ECE evaluatxon is contalned w1th1n jts con- -

solidated “Evaluation Report of ECE, ESEA Title I, and EDY 1974-75". - .

- The principal shortcomings-in the evaluation are (a) the.use of data
collection instruments of questionable technical quality, (b) the lack of
representative sampling, and (c) the absence of adequate comparlson
groups.’

Measurement of program effectiveness in the evaluation utilized mstru-
ments focused on (a) institutional change and .(b) student achievement.
“The instruments used for assessing institutional change were of questiona- -
ble reliability' and validity. In contrast, the instruments used in achieve-
ment testing are well-established and highly acceptable in terms of

technical quality.

* Two other problems hinder the quality of the achlevement data pre-

sented in the report.

(1) The evaluation of student achievement was based ona strategy of
attempting to include all available data. For required pre and post testing
at each ECE school, this strategy proved to be unsuccessful. As a result,
the majorlty of student achievement data presented in the evaluation
represents scores from only some students in the ECE program. :

The total number of ECE students on whom pre and post test data were
included is not indicated in the report. However, for the overall con-*
solidated evaluation of ECE, EDY and Title I, usable’ test scores were
available for approximately half of the total program participants. There
is reason.to question whether this sub-set is representative of the entire
population because it is taken largely from schools whose evaluation
procedures were conducted and reported in closest conformity with rigor-
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ous evaluation standards. v 7
(2) Another important shortcoming in the evaluation is the absence of
appropriate comparison groups. The majority of analyses of student
achievement compare ECE gains to national norms. This companson is
not useful because it assesses ECE student achievement in terms of a
national norm group which is not comparable to California students.
Where ECE schools were compared to matched non-ECE schools, the
comparison group was again inappropriate. Matching of schools was not
done on the basis of total school resources. ECE schools were not com-
pared with non-ECE schools that utilize similar resources but whose edu-
cational processes differ from those of ECE schools (e.g., matched
Miller-Unruh and EDY schools). As a result, the evaluation cannot be used
to draw conclusions concerning the effect of ECE participation 1ndepend-
ent of the general effects of extra school resources. - o
We believe it is essential that the shortcomings cited above be corrected
in subsequent studies. Without these corrections, future evaluations will * .
continue to be of deficient quahty and of hrmted utility as mputs mto r
policy dec1s1ons s

: Requnred Evaluatlons

We recommend that Educaaon Code Sectmn 6445 11 be amended to.
‘require that the Department of Education’s annual evaluation report of
actual and predicted levels of achievement in ECE schools be submztted .
to the Legislature by December 15 of each year. -

The Department of Education is required to submit to the Leglslature
by the fifth legislative day an annual statistical report of the actual and
predicted achievement levels of schools participating in the ECE pro-
gram. This important report was not submitted until considerably beyond
the due date and consequently was not available for inclusion in the .
Analysis last year, .

Although the department was formally requested by our office to sub-
mit the evaluation by December 15 of this year, the final report had not
been received by January 31. We believe it is essential that in the future
the report be submitted to the Legislature by December 15 so that it can
be included in our Analysis. .

Compllance with Legislation

' We recommend that the Department of Education comp]y with Educa-
tion Codé Section 6445.6 which specifies “In apportioning allowances in
accordance with Section 6445.5 for early childhood education, the Depart-
ment of Education shall give highest priority to (1) those districts which
have the largest number of pupils determined to have educational néed,
and (2) those districts with the lowest measure of assessed valuation per
pupil and making the most significant property tax effort.”

We believe the procedures utilized by the. Department of Education in
apportioning ECE funds in the first three years of the program do not fully

- comply with the intent of the enabling legislation. The department (1) has
not given highest priority to those districts with the largest number of
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pupils determmed to have educational need and (2) has given no pr10r1ty
to those districts with the lowest measure of assessed valuation per pup11
and making the most significant property tax effort, even though these are
required by Education Code 6445.5 and 6445.6.-

- 'The department has allocated ECE funds so-that only about 40 percent
of the total pupils in -the program are educationally needy pupils. We

' believe legislative intent requires that a larger portion of the funds should

~“be allocated to educatlonally needy puplls

Regulations Needed

We recommend that the State Board of Educatzon comp]y with Educa-
“tion Code Section 6445.8 which speczﬁes that “the board shall adopt rules
and regulations govermng the termination of allowances to districts Wlucb
are unsuccessful in meeting the objectives of their approved plan.”
" The Department of Education advises that neither the department nor
“the State Board of Education has developed “rules and regulations gov-
erning the termination of allowances to districts which are uns,uccessful in
meeting the objectives of their approved: plan.”
We believe such rules and regulations should have been estabhshed and
‘ taken into consideration in proposing the 197 6-77 program fundmg level. -
There are several reasons for our concern.
~ First, the phasing out of unsuccessful ECE school districts and schools

would hberate ECE funds for allocation to other districts ‘and. schools.

Second, the concept of “rewarding success” which has been promulgated:
by the Supermtendent of Public Instruction as a prominent feature of the

ECE program is not being fully accomphshed when low rated districtsand =

schools are permitted to continue in the program. We believe any expan-
sion of the ECE program should recognize an attrition of unsuccessful
districts and schools from the program as a partial offset to new districts
and schools which may desire to enter the program.

Administrative Expenses Approach $1 Million

We recommend that the proposed increase of $456,023 in Deparlment
‘of Education administrative costs related to the Early Childhood Educa-

tion program be reduced for a budget savings of $234,983.

The Governor’s Budget proposes an increase of $456,023 in admmlstra-
-tive costs for the ECE program for a total of $984,923. This includes $434,-
983 related to.proposed local assistance program expansion of $34.5 million
and $21,040 for inflationary increases. The $434,983 would provide eight

~additional professional and two clerical positions plus related operating
expenses.

~We have recommended a more modest local assistance expansxon of
.$12.4 million and beheve that an increase in administrative costs of $200,-
000 related to this expansion would be sufficient. This would provide four
additional professional and two clerical positions plus related operating
expenses. This amount combined with the 1nﬂat10nary increase of $21,040
would provide an increase of $221 040 for a total administrative cost of
8749, 940
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2. Mlller-Unruh Bas:c Readmg Program

The Miller-Unruh reading program was estabhshed in 1965 inan effort

to upgrade the reading achievement of primary grade children in Califor-

-nia. The program provides state funds principally to enable school districts

‘to employ reading specialists in grades K-3. Miller-Unruh specialists must

hold a certificate of Specialist Teacher in Reading, which is issued by the
Commission for Teacher Preparation and Licensing.

The objectives of the program are the prevention and correction of
reading disabilities at the earliest possible time. These objectives were
described in the Miller-Unruh Basic Reading Act of 1965 as follows:

“The elementary school reading instruction program provided by this
chapter shall be directed to the prevention of reading disabilities, and
the correction of reading disabilities at the earliest possible time in theé -
educational career of the pupll The instruction program shall be
provided in grades 1, 2, and 3 in the elementary schools . . . (and)
may be provided in kmdergarten if the governing board of a school
district, by resolution, acts to make the program so apphcable w7

- (Educatien Code: Section 577 n. -
*. +-‘Table 35 shows: Mlller-Unruh program partlc1pat10n and fundmg since
197374 . M

- Table 35 - :
Mlller-Unruh Basic Readlng Program Pt:tnclpatlon and Fundmg 1973-14 through
77
: ' o " Actual Actual Estimated Proposed
Factors 1975-T4 197475 - 197576 197677
Appropnatlon '(General Fund) ... $18,149625  $15349625  $13849,625  $13849,625
Number of districts funded i 272 248 © 28 238
Number of funded teachers 1,661 1,554 1,442 1442
Estimated statewide average elemen- S
* tary teacher salary ®.........cciinnenne. - $11,668 $12,493 $13,817" $14,508
Percent of average teacher salary fund- - - Co
ed by program ®......c..errrsiioncn 95% T 80% 0% - 66%
Estimated number of children served di- : : o
rectly or indirectly............ S, 96,000 90,000 85,000 80,000

2 Based on statewxde average of prior year.
b Allowance is computed usinig the statewide average elementary teachers salary or the teacher’ s actual
+ salary, whichever is less. .
€ Assumes 5 percent statewxde average elementary salary increase.

As the table illustrates, state support has declined in the last several
years. The total appropnatlon has dropped from $18.1 million in 1973-74
to $13.8 million in 1975-76 and funding of the statewide average eleren-
tary teacher’s s’alary has declined from 95 percent to 70 percent. The
1976-77 request is to continue the funding at the $13.8 million level.”

In our statement prepared for the December 3, 1975, Senate Education
Committee hearing on reading we reviewed the success of the Miller-
Unruh reading program in some detail and made recommendations con-
cerning policy issues. We are restating some of these recommendations in
the Analysis for budgetary consideration by the legislative fiscal commit-
tees.
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Maintain Current Program Level L
- We recommend continuation of the Miller-Unruh program at tbe cur-
rent level of program services with an augmentation of $800,000 to pro Vzde
a 70 percent average teacher salary allowance.. ‘

- The recommendation to continue program support comes from our
finding that evaluations of the Miller-Unruh program generally have in-
dicated program effectiveness. The Governor’s budget does not maintain
the state’s share of average teacher’s salary in 1976-77.

Table 35 indicates that, assuming the same number of Miller-Unruh
teachers in 1976-77, the proposed Miller-Unruh appropriation will subsi-
dize an estimated 66 percent of the Miller-Unruh teacher’s salary (up to
the statewide average), a reduction of 4 percent from the 1975-76 subsidy.
The provision of $800,000 will maintain the subsidy at the 70 percent level.

We support the proposed continuation of the exemption of Miller-Un-
ruh schools from strict compliance with the 1 to 10 adult-child ratio expect-
ed by the Department of Education of ECE schools. Th1s exemptlon was. -
first initiated by the Budget Act of 1975. C

Expand to Grades 46
 We recommiend that districts be pernutted tbe opban to use Mz]]er-_
‘Unruh teachers in grades four through six. .

. The reading performance of California students in grades six and twelve r

- as measured by the statewide testing program is below that of the national o

norm’ group; at both grades the average achievement level in reading
" generally declined over the last five years (an exception was readmg.
achievernent in grade six this past year which improved). - :
- In most Miller-Unruh schools, the Miller-Unruh teacher (a) works with
groups of students with special reading problems and (b) provides in- -
‘service training for regular classroom teachers. The extension of these
services to grades four through six could be accomplished with relative
ease. We believe the utilization of Miller-Unruh teachers in grades four
through six could assist in improving these puprls performance.
Separate legislative action would be necessary in order to authonze the-
program for grades four through six. :

B

Maximum state subsidy ’

We recommend that Budget Act language be included with the le]er-
Unruh reading program appropriation for 1976-77, restricting the state
subsidy for Miller-Unruh teacher’s salaries to a maximum of 75 percent of
the statewide average elementary teacher’s salary.

We furt]zer recommend deletion of the language propased by the Gov-
ernor’s Budget in Item 323 stating “that no school shall receive an allow-
ance from this. appropriation in 1976-77 szcb is greater than tbe
allowances it received i 1975-76.” i

As noted above, in the current year the Mlller Unruh appropriation
subsidized approximately 70 percent of the Miller-Unruh teacher’s salary
(up fo the statewide elementary teacher average). Due to the possible
attrltion of Miller-Unruh teachers and reallocation of Mlller-Unruh funds
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as the Early Childhood Education program expands, the same approprla-
tion proposed in the 1976~77 budget could subsidize as much as (or more
than) 75 percent of the remaining Miller-Unruh teacher’s salaries. ~ "~
"~ For example, we estimate that if the ECE program were to expand as
~ proposed by the Governor’s Budget, the number of Miller-Unruh teachers
would probably decrease by about 213. The proposed Miller-Unruh appro-
priation of $13.8 million would then provide a subsidy to the remaining
Miller-Unruh teachers of an estlmated 78 percent of the statewide elemen—
tary teachers salary.
‘Our recommendation for a maximum 75 percent sub31dy would (G5)
recognize the existing situation whereby Miller-Unruh districts are ‘subsi-
. d1z1ng over 30 percent of Miller-Unruh teacher’s salaries, (2) stabilize the
state’s participation rate on a three for one matching basis and (3)- permit
any excess funds above 75% to be directed to Miller-Unruh program
_ expansion, either in additional K-3 schools or in grades 4-6. -

The effect of two of our recommendations would be to establish a level
of state support for Miller-Unruh teachers between 70 and 75 percent of
‘the statewide average elementary teacher’s salary. In order to accomplish
this, it will be necessary to delete the restrictive language proposed for- -
.- Item 323 which would preclude a Miller-Unruh school from receiving a

- Miller-Unruh allowance in 1976-77 greater than its 1975-76 allowance.

Each of the recommendations should serve either to strengthen the
Miller-Unruh program or to facilitate district participation in the program
~ We believe they are particularly important recommendations in view of
the findings reported in our December 3 statement that the Miller-Unruh
program has been associated consistently with reading success both alone
and in combination with other funding sources. These ﬁndmgs lead us to
the conclusion that the program should continue to receive state support

Number of Children Served

We recormnmend that in'its annual evaluation report to the Legislatufe
the Department of Education include separate estimates of (a) the num-
ber of children served directly by Miller-Unruh reading specialists and (b)
the number of children served indirectly through in-service training pro-
vided by specialists.

. We further recommend that the department improve and Venfj/ ‘the
procedures used in determining these estimates.

The Department of Education is required to submit an annual eva.lua-
tion report to the Legislature for the Miller-Unruh program. Data on
numbers of children served have been based on crude estimation proce-
~ dures.-We believe it is essential that these procedures be improved and

verified. We also believe it is essential that estimates of children served
include. separate figures for children served directly and indirectly
through reading specialists’ services. Both accurate total estimates and
breakdowns by types of services received are necessary in order that the
Legislature can judge accurately the scope and merits of the program
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C. SECONDARY EDUCATION : s
The Secondary Education Age Span is responsible for management of
(a) general secondary education programs including RISE, (b) consolidat-
ed categorical aid, (c) traffic safety education, and (d) vocational educa- . -
tion. Services include planning and development and direct field services
to school districts. ,
. Table 36 shows fundmg by element and by source for these components ‘

Lokl al

T Table 36
Secondary Education Expendltures
. o - Actual . - Estimated - . Proposed
.. .. Program Elements . = L ATLT5 . 1975-76 - 197677
General Secondary Education ... . $474082 . . . '$136587. - $127417
Consolidated Categorical Programs ... .« 25,516,405 32,654986 . - 29918,026
Traffic Safety Education .......... . 195642 . 263484 . 271,326
Vocational Educatlon - . - 55435344 59,615,103 . 53,258,436
Total..... SRR oo 381,621,473 | $92,670160  $83,575,205
State Operations: -~ : L R L S
General Fund ; wrineennniicein - SOBGOLL - SCHETED WI :
Federal fund............ » i TOK5702 . 8BIL8I8 8808517 -
. Reimbursements ressnmanebinnsenp s .o 46673 - KL888 '
S ' ,97974,986 - $10136468: -
. Local Assistance . SR R L
" General Pund .... i o 510,58&494 . BISETIEST
-Federal funds......... Siiiioiosivisniinsininie, - OT08056 64714868
Reimbursements o deiinss - 5,849337 5.241,567 - Y
' | | e e masm
1. RISE

In 1974 the Supermtendent of Pubhc Instructlon appomted a commis-
sion of Californians to review the present state of education in California’s
intermediate and secondary schools. The commission was charged with
the responsibility of recommending changes that envisioned schools as
they should be in the future. The “how” of actual implementation of the
recommendatlons was to be the respons1b1hty of the Department of Edu-
cation.

The report was 1ssued by the commission in August 1975 and contamed
approximately 26 major recommendations. These recommendations are
being developed into an implementation plan by the department.

The specifics of the implementation plan, including cost, are not yet
final. However, certain general assumptions underlie the reform effort:

1. The learner is the most important person in the school system. .

2. A personalized approach to learning which emphas1zes the dlagnosm _
of individual needs of learners, the prescription of appropriate educa-
tional programs, and an-organization designed to deliver those serv-
ices must be provided.

3. The directions reform will take should be determined at the school -
site. This should include full school/community participation in and
shared responsibility for plannmg, developing and evaluating reform
goals and programs.

4. The state, districts and schools must be held accountable for the
success of reform efforts. '
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5. A realistic school by school phase-m of reform w1th adequate Te-
_ sources is needed.

These recommendatlons are v1ewed by the department aspartofa total ‘
comprehensive plan for statewide school reform and as the logical exten-
sion of ECE and the Master Plan for Special Education efforts; This reform
proposes a one-year planning period in which an intermediate or second- -
ary school would develop its school-site reform plan. This plan would be
updated annually. Statew1de 1mplementat10n would be over a seven year
period.

.. The fiscal unphcatlons of the reform plan fall into ﬁve areas: (1) plan-
- ning costs, (2) provision for adult (er peer) advisors for each pupil on a
low ratio, (3) allowing districts to count planning time for-the develop-
ment of personahzed pupil learning plans toward ADA apportionments,
(4) eva]uatlon and (5) addrtlonal fundmg for unplementatlon on a per '
pupil basis." -

The pro;ected dollar amounts are $35/ pupll for plannmg (one-time)
plus $65/pupil in high.school and $100/pupil in junior high school. Based
on these amounts, approximately $128 million will be required at full
implementation. It is not clear how these additional funds will be used -
" rélative to_other state and federal categoncal aid programs such as EDY
and ESEA- Title 1.

“Table 37 shows the estunated annual cost over the proposed seven-year
phase-in penod ' o :

. Table 37
RISE: |mplementation

(in millions) , _ , _

. . 1976-77  1977-78 v 1978-79 197980 - 1980-81 1.?51-& . 1989-83

Developmental .. .~ 5% 0% . 15% 0% 20% 0% —

Grants.....ciinie $2.9 $5.8 $8.7 $116 - $116  $174 -
Implementation.. - - 5% 15% 0% - 50% 70% 100%
Grants. ... — . $64 . $192 8384 $640 $806 $1280 .

Total State Cost... $29 $l22 M9 00 #756  SI070 $1280

The Govemor s Budget does not 1nclude a request for additional funds
However, it is anticipated that the department’s request for funds will be
included in an implementation bill this year. :

2. DRIVER TRAINING/TRAFFIC SAFETY EDUCATION

The primary responsibility of this unit is the management and coordina-
tion of driver training and education programs in California’s secondary
schools. Primary funding for this program is prov1ded from the Dr1ver
Training Penalty Assessment Fund.

Table 38 shows (1) the number of pupils recelvmg driver training (be-
hind the wheel instruction), (2) the average cost per pupil for the training
and (3) the average state relmbursement per pupll '

Table 38 o
Drlver Training—Students Served with Average Costs :
_ . 1972-73 - 1973-74 C 197475
Students trained TR : 323581 325,594 -7 327,736
Average cost $67.19 - $12.37 $79.62:

Average state reimbursement ; $50.75 $54.80 $61.60
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Increase Reimbursements:

We recommend that the Legrs]ature autbonze an increase in the state
reimbursement rate for driver training from the current $60/pupil to
$80/pupil.

Under current law the state is limited to a $60 reimbursement rate for
each pupil who has received minimum driver training instruction.
However, Table 38 indicates that average cost/pupil are in excess of $79/
pupil or $18 above the current reimbursement rate. This additional cost
is funded from district general revenue. We believe the reimbursement
rate should be increased to reflect the higher average cost/pupil. We

‘estimate that a $20 increase in the reimbursement rate would cost an
additional $6.5 million annually

Funding for such an increase would come from the surplus revenues in

“the Driver Training Penalty Assessment Fund. There is an estimated
surplus in the fund of $11.8 million in fiscal year 1976-77. The surplus has
been increasing annually from $1.9 million in 1973-74 to $8.3 million in .
1974+75 and $10.9 million in 1975-76 (estlmated)

The large increase in the surplus in 1974-75 was due to an increase in -
the surcharge on fines. We beheve that the funds are available and there-
fore itis.a matter of equity to increase the reimbursement to districts that -
provide driver training to align it more closely with actual average cost
of instruction. Furthermore, the increase in these special funds would
allow districts to redirect their current excess local expendltures to meet
other program- cost mcreases

3. VOCATIONAL EDUCATION

The Vocational Education Program in the Department of Education i is
nearly 100 percent federally funded and has a professional and clerical
staff of 171 positions. The purpose of the vocational education unit is to
assist local education agencies in providing training and career guidance
to students in the state’s public schools. Providing each pupil with market-
able job skills is the stated objective of the unit.

Three program components comprise the vocational educatron pro-
gram unit: (a) field operations, which provides technical assistance to
districts; (2) services, which involves research, program planning, innova-
tive projects and the vocational information system; and (3) instruction,
which provides specialized curriculum and professional development as-
sistance.

Vocational education, including local assistance, is supported by federal,
state and local funds. Federal funds are authorized under the Vocational
Education Act of 1968 (PL 90-576), Comprehensive Employment and
Training Act (CETA; PL. 93-203), and the Education Professions Develop-
ment Act (PL 93-35). This unit also receives state support and shows a
" large increase from the General Fund in the current and budget years.
This increase is due to (1) passage of AB 1821 (Chapter 1269, Statutes of
1975) which provides for the establishment of Regional Adult and. Voca-
tional Education Councils and appropriates $125,000 for state administra-
tion in the current year and $250,000 in the budget year plus $1.25 million
for local assistance to operate the councils, and (2) a proposal in the
Governor’s Budget for dn additional 2.5 positions to monitor and rev1ew‘
Regional Occupational Centers and Programs ($94,384). = e i
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Table 39 summarizes budgeted expenditures for vocational education.
Table 39
Total Budgeted Support for Vocational Education
Actual Estimated  Proposed
1974-75 1975-76 1976-77
Expenditures: : .
Secondary Education:
State Operations $6,001,723 $7,336,833 $7,525,119
Local Assistance , © 41962469 45053642 38,062,676
Adult Education: -
Local Assistance 1,132,978 1,181,428 ‘1,021,028
Special Programs and Support Services: :
State Operations 47,505 59,827 45,608
Local Assistance 77,952 59,500 -
Department Management and Special Semces: o
State Operahons 73,027 83,870 86,285
Totals, Vocational Education -$49.295,654  $53,775,100  $46,740,716
Comprehensive Employment Training Act -
Secondary Education: i :
State Operations 541,815 . 628,377 645227
Local Assistance 5,849,337 5,241,567 5,061,969
Adult Education: . ’
Local Assistance 2274,743 2,038,387 1,968,544
Totals, CETA ; ' $8,665,805 - - $7,908,331 $7,675,740 -
Total Progra.m .  $57.961,549  $61,683,431 - $54,416456

Program elements and related fundmg are shown in Table 40. Table 40
totals are greater than those in Table 40 due to the inclusion of all adminis-

trative costs.

Table 40
Program Elements of Vocational Education with Related Funding
. Actual Estimated Proposed
FElement Components . 1974-75 1975-76 1976-77
1. Part A, Special Needs $2,146,226 $2,091,643 $1,780,400
9. Part B, Basic Grant 38,493,796 40,662,137 36,679,649
3. Part C, Research and Training.....cc.ocoevecesesess 537,612 1,569,463 802,108
4. Part D, Innovation 299,118 616,869 370,917
5. Part F, Consumer and Homemaking 3,504,646 4,145,803 3,114,709
6. Part G, Cooperative Education ......c.cuueuesreenes 1,327,235 1,204,057 1,084,931
7. Part H, Work Study 1,118,174 -1,342,890 987,566
8. Special Grants 170,658 376,372 376,117
9. CETA 6,391,152 5,869,944 5,707,196
10. EPDA 874,344 431,490 425,056
11. Career Education 400,924 546,587 561,603
12. General Activities - 171,459 215,848 285,184
13. Regional Adults and Vocational Educahon
Councils - 542,000 1,083,000
Totals .... 65435344  $59615103  $53,258,436
State Operations: :
General Fund, $24,001 $150,000 $344,354
Federal funds 6,454,683 7,583,604 7777893
-‘Reimbursements . -.328,801 819225 836,007
Subtotal . $6,801,485 $8555,829 - $8,958,304
Local Assistance:
General Fund, - 417,000 833,000
Federal funds. 45,784,522 45,403,707 . 38,405,163
Reimbursements 55849337 5,241,567 5,061,969
Subtotal $48,633,859 $51,065274 $44,500,132
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Entitlement Formula Revision

For the past year the allocation formula of Part B funds has been under
- ‘review by the U.S. Office of Education. In fact, permission to allocate
funds for the 1975-76 fiscal year has been W1thheld pending a revision in
the state’s formula.

The criticism of the formula is that it does not give sufficient weight to
(a) manpower needs, (b) vocational education needs, (c) relative district
ability to provide resources, (d) relative district costs of vocational educa-
tion, (e) economlcally depressed areas and (f) limited English speaking. .
The department is working to solve the allocation problems and antici-
pates that the funds will be distributed by February 1976.

Regional Occupatlonal Centers and Programs (ROC/ROP) ,

In our testimony to the Assembly and Senate Education Committees
_hearing on ROC/ROPs in November 1975, we recommended that county
- operated ROC/ROPs be funded in the same manner as district operated

“programs. We discuss that recommendation in our school ﬁnance section
of this Analysxs ’

. -D. ADULT EDUCATION

The adult educatlon age span is responsible for management of adult
programs operated by school districts whether state or federally funded
-and for the approval of schools for veterans’ training. There are three
divisions in the unit: (1) adult program planmng and development, (2)
- “adult field services, and: (3) school approvals v
-~ Over one million students are enrolled in adult programs operated by
approximately 310 school ‘districts. Instruction is offered in a variety of
areas including elementary and high school completion, vocational educa-
tion, citizenship, English as a second language (ESL) and parent educa-
tional.

Table 41 shows the actual and estimated expenditures for adult educa-
tion in recent years.

Table 41
Adult Education Expenditures
Program Elements 1974-75 1975-76 1976-77
1. Adult education instruction . $4,571,153 $7,039,155 $4,932,155
2. School approvals 887,026 1,129,644 1,090,302
3. Vocational education 3,407,721 3219815 2,989,572
Totals $8,865900 - $11,388614 $9,012,029
State Operations . :
Géneral Fund, 8145416 $145.287 $242, 444
Federal funds. 921,894 1308772 1,327,349
‘Reimbursements : 258436 . 391748 343,892
Subtotal 81,925,746 81,845,807 81,913,685
Local Assistance
* Federal funds . $5265,411 - $7,504,420 £5,129800
Reimbursements . 2274743 2,038,387 1,968,544

Subtotal 87,540,154 8952807 $T098344
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Staff Increases

The Governor’s Budget proposes to increase the adult education field
staff by 2.5 positions (2 professional, .5 clerical) to strengthen the depart-
ment’s field staff capability. We recommmend approval. These positions
would give the department a needed staff capability of seven General
Fund positions, 9.7 adult basic education and 6.2 ESEA Title V-IVC.

(D1scussmn of adult education funding, particularly with regard to the

“cap” is in the school finance sectlon )

PROGRAM li

ADMINISTRATlVE SUPPORT SERVlCES

Administrative support services bring together resources of personnel
and funding that provide support to the Department of Education’s pro-
gram branch. Program 1I consists of two major elements (a) apportxon-
ments and. dlstnbutxon of aid and (b) administrative semces to local:
education.

The apportlonment and distribution element is divided into four com-
ponents: (1) administration and apportionment of state aid, (2) textbook
" ‘management and. distribution, (3) surplus property and, (4) food ‘and
nutrition services. The administrative services to local education element’
is divided into two components (1).school facﬂltles planning and : (2) field
management.

Table 42 shows the dlsbursement of funds for each component The
major components are analyzed in separate sections.

Table 42 .
Administrative Support Services
Disbursement of Funds = -

Actual Estimated Proposed 1976-77 Change __

Program Element 1974-75 1975-76 . 1976-77 Amount - Percent

A. Apportionment and S
Distribution of Aid:
1. Administration and
Apportionment  of

State Aid: . )
State Operations........ 804,855 1,046,896 1,090,629 C 443733 442

Local ‘Assistance ...... 1,955,558,924  2,122,355,824 2,219,999,814 497,643,990 - . +46
2. Textbook Manage- . ,
ment and Distribu-
tion: ) . L
State Operations ...... 847,304 1,118,536 1,128,206 49,670 - +10-:

Local Assistance ... 19,167,287 44,537,120 928,985,136 —15,551,984 —35.0
3. Surplus Property: B
State Operations ....... 3,979,014 - 4,726,028 4,634,939 . —91,089 © —-20
4. Food and Nutrition: L
State Operations ...... 767,364 1,477,441 1,678,511 +201,070 +13.6
Local Assistance ... $132,029,748  $173,398,368  $197,699.642  $+24301274 +14.0%
Subtotal ..icceencerermsunesnsorens $2,113,154,496 $2,348,660213 $2,455216,877 +$106,556,664 = +4.5%
B. Administrative Serv- : )
ices to Local Educa-
tion:
1. School Facilities .
Planning ..o 550,233 553,850 575,013 +21,383  +39
2. Field Management .. $731,319 $1,133,960 $1,133,778 $+182  +00%

Subtotal .rerririrsnenns $1,281,552 $1,687,810 $1,708,791 $+20981 +12%
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Table 43 provides a breakdown of the sources of funds for both elements
of Program IL

Table 43
Administrative Support Services
Sources of Funds

Actual FEstimated Proposed
. 197475 1975-76 C 197677

A. Apportionment and Distribution of

Aid . : '
Totals ; $2,113,154,496 $2,348,660213 - $2,455 216,877
General Fund -1,990,185,163 518,346,711 2,293,280,552
General Fund (loan recovenes) ........ .. 367,739 - 84,685 3167
State School Fund .....eeesevsescssen. 4847756 3,800,000 3,950,000
Surplus Educational Property Revoly-

ing Fund 3W8707 - 4,659,650 4587.208
State Transportation Fund, Motor Ve-

hicle Account .........oesurnsevineens - 100,000 -
Instructional Materials Fund ... ~5,323,780 16,863,885 —
Driver Training Pena[ty Assessment

Fund - 200,000 L~
Federal Funds ....revessveirsessnse S 119076841 139813217 153,346.219
ROImBUISEMENLS .ovvvevsrrsersersvrssversvssssias 92,070 : .962,435 47,731
B. Administrative Services to- Local . . : C

“Education - : R R
Totals : ' $1,281,552 : $1,687, 810 $1,708,791
General Fund o 591,122, 822,800 848415
School Building Aid Fund ... . 294773 315,945 323,670
Federal Funds  .............. . " 319,894 493,915 480,936
Reimbursements 75,763 55,130 55,770

A. APPORTIONMENT AND DISTRIBUTION OF AID

1. ADMINISTRATION AND APPORTIONMENT OF STATE AID

The system of public school apportionments is controlled by constitu-
tional and statutory provisions which guarantee each of the 1,048 school
districts a minimum state support of $125 per ADA (average daily attend-
ance). This is referred to as “basic aid”. An additional amount of state aid:
is granted to nearly 83 percent of the state ADA in the form of “equaliza-
tion aid”. To receive equalization aid a district must display an inability
to raise sufficient local revenue from a defined property tax rate to meet
a given level of expenditure determined annually by the state. This dollar
level is referred to as the “foundation program”.
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In addition to these features, the state’s system of providing aid to local
districts includes a local revenue control mechanism designed to limit
future growth in school expenditures. This control feature, enacted in
1972, was a legislative response to both the Serrano issue and to demands
for property tax relief.

With regard to Serrano, the theory of the control mechanism is to allow " -
low-property wealth school districts to increase their revenues at a faster
rate than high property wealth districts so that within a period of years the
expenditure per ADA in all districts would be nearly equal. Property taxes
- are held down by statutory limits on a district’s total budget per ADA.
However, these budget ceilings may be exceeded w1th local funds 1f spe-
~cifically authonzed in a district election.’

1976-77 Apportionments

In 1976-77 K-12 apportmnments are expected to rise by $97. 7 mllhon or
by 4.6 percent over the 1975-76 level. The increase is due to several
factors, some of which cause apportionment increases while others cause

: decreases The planned foundation program increase of $66 per ADA plus

~other minor increases are offset by decreases expected due to assessed
value growth, declining ADA and summer school apportionment reduc-

- tions. Assessed property values are estimated to increase by 9. 0 percent in

'1976—77 compared to the 11.3 percent increase in 1975-76.

Table 46 below presents a capsule look at these offsets.

Table 46

Explanation of the $97.7 Million Increase in
K-12 School Apportionments -

1976-77

U - Millions of Dollars
Foundation Program Increase. of $66 per ADA : o $4+2468
Assessed Value Increases ........ - i ; =970 . -
Changes in ADA L4400 -
Summer School Foundation Change , . .. —288
Special Education and Transportation . +83
State Teacher’s Retirement Fund . 425 -
County School Service Fund : ; - +105
Other =086

Total Change in 1976-7 over 1975-T6 ‘ « v $+977
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Table 47 presents a breakdown and comparison of total K-12 apportion-
ments for 1974-75 through 1976-77.
: Table 47

K-12 Apportionment Estimates®’
1974-15 through 1976-77

Actual Estimated Estimated
: 1974-75 1975-76 1976-77

Elementary: . .
Basic Aid : $384,903,575 $382,812,500 $377,300,000
Equalization Aid : 699,027,950 796,493,200 846,125,000

Sub-Total : $1,083,931,525 $1,179,305,700 $1,223,425,000

High School: ) »

9-12 Basic' Aid $188,049,625 $191,412,500 $194,536,500

- 9-12 Equalization Aid ....cccoccorceemrererimmrsnioees 313,512,421 350,625,200 379,259,000
Adults, Basic Aid " 8,936,000 9,547,500 10,172,500
Adults, Equalization Aid ............... eveesarensien 4,784,985 5,480,500 6,282,500
Sub-Total ' $515,283,031 $557,065,700 - $590,250,500

County School Service Fund: ]

Elémentary Foundation Program.............. $11,218,819 $12,992,000 .-$15,108,800
High School Foundation Program ............ 27998314 35,845,400 44,297,001
" Sub-Total : - $39,217,133 $48,837,400 $59,335,801
TOTALS, FOUNDATION PRO- - ;
GRAM » e $1,638,431,689 $l,785,208,800 $1,873,011,301

Cot.mty‘School Service Fund _ .

Direct Service v ~ $3,500,174 $3,547,500 $3,612,000
Other Purpose 15,924,588 16,216,700 16,216,800
Sub-Total : $19,424,762 $19,764,200 - $19,828,800

Special Education:

- Physically Handicapped .........ccoouccomecirienune $80,532,814 $87,485,200 $94,380,200
Mentally Retarded .......... 26,185,325 26,446,000 26,065,000
Special Transportation 14,260,217 15,207,600 . 16,267,600
Educationally Handicapped ...........ccconeeneee 72,551,882 78,645,000 84,451,000
Autistic Minors - 4,880,000 - 5,726,000,

~Mentally Gifted 13,773,724 15,400,000 15,400,000
Transfer funds for Master Plan for Special

Education Pilot Program..........cu.cccrvummiens - : — ~— 14,000,000

Sub-Total $207,303,962 $228,063,800 $298,289,800

Regular Transportation ... 41,995,676 49,000,000 57,000,000

Adjustments —27,028977 —28,715,191 -30,753,054

TOTALS, PER EDUCATION CODE

17303.5 $1,880,127,112 - $2,053,321,609 $2,147 376,847
Special Apportionments and Programs: i
State Teacher’s Retirement System In-
crease:
Elementary : 31,422,296 32,778,500 33,518,200
High School 15,925,687 15,822,900 17,584,600
Sub-Total 47,347,983 48,601,400 51,102,800
Driver Training 18,223,968 20,200,500 21,500,000
Severance Aid For Highway Land........... — — —
P.L.874 Court Adjustments per E.C. 17415 9,475,292 — —_
Ch. 1532/72 Dropout Prevention Program 16,900 17,000 17,000
Highway Severance Aid .......occoeeorecerevvcunner - 100,000 -
K-12, GRAND TOTALS. ............. cevvseseraseaseanes $1,955,191,185 $2,122,240,509 $2,219,996,647

2 General Fund loan recoveries are not reflected in this table.
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The transfer of $14 million for the Master Plan for Specxal Educatlon
reflects an accounting change in the 1976-77 apportionments. In 1975-76
$14 million was also provided to Master Plan districts from the apportion-
ments. However, that amount was not explicitly cited. The 1976-77 appor-
tionments show the transfer to the Master Plan districts. Master Plan
funding remains at the same level in the budget year as it was in 1975-76.
(Details on the Master Plan can be found in this Analysis under Special
Programs and Support Services.).

Table 48 shows a breakdown of the total ADA that these apportlonments
supported in those years.

Table 48

Second Principal Apportionment Average Daily
Attendance in California Public Schools®

Actial ~  FEstimated = Estimated
: 1974-75 1975-76 - .- 1976-77
Elementary

Regular classes® 2979210 - 2,955,000 2,905,400
Summer school . ; 98,410 104,000 110,000
County School Service Fund 13,297 - 14000 - 715200
ngh School ' g : ‘ v : v
Regular classes® v 1,293,560 1,305200 . 1,313,700
Summer school . 63,296 69,600 . 75200
County School Service Fund 11,085 11,930 12,800
Continuation Education 29546 33,400 37,800
ROC/ROP (District) 34,335 36,400 38,590
ROC/ROP (County) ' 19,535 24200 - 29290
Classes for Adults 96,465 101,900 107,200
Defined Adults® 71,488 76,380 81,380
Special Education .
Physically Handicapped 48,501 54,870 58,970
Mentally Retarded 39,483 37,550 36,400
Educationally Handicapped - 51,023 55,210 58,740
Mentally Gifted (FTE Basis) 139,414 141,425 141,550

2 Average Daily Attendance for both 1975-76 and 1976-77 reflects the imposition of a 5 percent growth
limitation on nonmandatory-adult and ROC/ROP ADA for purposes of state aid.

b Includes “regular classes” “special education foundation program ADA”, “classes maintained during the
summer months”, “opportunity schools” and “Vietnamese”.

¢ Includes defined adults (DA) in ROC/ROP DA in ROC/ROP equaled 2,091 in 1974-75, 2 300 in 1975-76
and 2,600 in 1976-77.
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1976-77 Apportionment Issues

The primary issues related to the 1976-77 school appornonments are the
(1) funding of secondary adult education, (2) adequacy of the apportion-
ment increases in relation to inflationary pressure, (3) funding of summer
schools and (4) proposed Serrano solutions.

1. Adult Education

In order to meet other expenditure priorities, the Legislature and the
Governor added language to the Budget Act of 1975 to curb state expendi-
tures for adult education. This cap is continued into the proposed 1976-77
Governor’s Budget.

The budget cap allows in 1976-77 a secondary adult educatlon school
apportionment increase of $16.3 million or 16.9 percent increase over the
1975-76 level. Absence of the budget cap in 1976-77 would result in an
estimated increase in state secondary adult apportionments of 84.2 per-

" cent or $81.3 million, a difference of $65 million over the increase allowed = -

_under the cap. In practice the state pays for a 7.3 percent enrollment -
growth under the cap compared to a prOJected 37.8 percent growth 1f the
cap were eliminated. '

Table 44 shows the resultant ADA and apportionment levels wrth and
without the budget cap.
. In our November 1975, testimony before a Jomt hearmg of the Senate
and Assembly Education Committees we made several recommendations
with regard to the financing of adult educatlon in secondary schools and

" community colleges.. :

- Proposed Changes in Adult Education Funding
We recommend: ,

(1) Extension into 1976-77 of the budgetary “cap” on secondary and
community college adult education.

(2) Factoring of adult secondary education apporbonments to bring
them into line with program costs. :

(3) Inclusion of a computational tax deduction or pa yback arrangement
in the funding of county operated Regional Occupation Centers
and Regional Occupation Programs (ROC/ROPs).

(4) Utilization of a unit of fifty minutes to calculate the number of hours
per week for purposes of determining who is a defined adult.

(5) Inclusion in the Postsecondary Fducation Commission’s current
study on community college finance of consideration of alternative
methods of financing secondary adult programs.




1.- Comparison of ADA

High School ROP/
County ROP/C

Totals..

2 Apportionment Comparison

High School ROP/C .

County ROP/Cor -

Totals

$96,522,400

Table 44

Adult Education Budget“ Cap
' o Clmnge from 1975-76
197677 i With Cap ~ Without Cip

With Cap Without Cap = .-~ . ADA : Per_cent _ AD Percent
107200 140,600 530 . o52% 38,700 380%

81,380 89,900 - 5,000 65 S 13,520 177
38,590 55200 - .. 2,190 6.0 18,800 516 -
20,220 850 500 27 19,300 98
256,390 329,200 17,510 . 7.3% » ‘%,320 37.8%

'$46,003,300 7200500 $5918300 130%  $36544300 87% -

16,455,000 - 18,177,400 1,427,000 9.5 - 3,149,400 21.0
16,435,300 ~31,877,200 -2,140,700 - 1580 17,582,600 2930 -

- 33,896,000 - 50,460,000 . 7,421,200 @ ] - 23,985,200 190 1
$112,789,600 $177,784,100 $16,267,200 169%  SBL26LI00 - 842%

penuiuod—S3DIAHIS LHOJLdNS HAI.I.VH.LSINIWCIV'
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We believe that contmumg the cap in 1976—77 as proposed in the Gov-
ernor’s Budget, is prudent fiscal management. The reasons for supporting
this position are:

(1) The current funding structures for adults in the high schools are
producing apportionments that exceed costs by more than $60 mil-
lion. Removal of the cap would compound the existing overpay-
ment.

(2) The one year extension of the cap wrll allow adequate time to study
alternative fundmg strategies for adult education.

Our second recommendation with regard to adult education is that
consideration be. given to factoring adult education apportionments to
bring them into line with program costs. Our November 1975, testimony
indicated that high'school adult programs generated a “profit” of more
than $60 million in 1973-74 because apportionment formulas produce -
revenue in excess of program costs.

This funding structure has created a ﬁscal incentive for districts to
expand adult programs even under the “cap”. We recommend that the
expanded Postsecondary study (recommendatlon #5) examine the fac-
toring of adult ADA to bring program revenue in line wrth actual program
costs.

... The third recommendatron deals with the apportronment process for

. .county operated Regional Occupation Centers and Regional Occupation’
Programs (ROC/ROPs). Under current statutes if a single district or'a
group of districts operate an ROC/ROP they are required to contribute
to the operation of the program in relation to their property wealth. To
this purpose a computational tax rate has been applied to the district’s’
property wealth. If the yield from this process is less than the state guaran-
tee then the state makes up the difference. However, if the county schools
superintendent operates the ROC/ROP there is no prov1sron fora compu-
tational tax deduction.

We believe that this situation is inequitable. No clear purpose is served
in the differential treatment. As a solution to this problem we recommend
either the (1) utilization of a computational tax rate for county operated
ROC/ROPs or (2) payment of ROC/ROP programs with local district
revenues. The latter solution would parallel the present method of financ-
ing county operated special education programs.

The utilization of a unit of fifty minutes to calculate the number of hours

~per week for purposes of determining who is a defined adult constitutes -
our fourth recommendation.

Currently, high school districts are allowed to use ten * perlods of not
less than 40 minutes each to determine whether a student is to be classified
a defined adult or other than defined adult. Community colleges use a 50
minute hour. Under the present system a student need attend only 6.6
hours (40 x 10 = 60 = 6.6) to be classified as an other than defined adult
which is entitled to the full foundation program rather than 10 hours. We
believe the standard for high schools should be increased to 50 minute
periods per week exclusive of passing time to bring the high schools to
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parity with the commumty colleges (5() X 10+ 60 = 8. 3).

Our fifth recommendation concerns the current Postsecondary Educa-
tion Commission’s study on community college finance.

The 1975 Budget Conference Committee directed the Postsecondary
Education Commission to study alternative methods of community col-
lege financing. The report is to be completed by December 1, 1976. We
believe the study should be expanded to include K-12 adult programs.

Alternatives should include possible alterations and redefinitions in the
present delivery system such as (1) elimination of adult education at the
high school level; (2) elimination of adult enrollments in ROC/ROP; (3)
restriction-of secondary offerings to high school districts, (4) utilization of
a fee structure, (5) establishment of a separate foundation program for all
~ adults at the high school level, (6) elimination of adult classes in commu-
nity colleges and redefinition of graded classes, and' (7) establishment of
annual budget act appropriation items for both community colleges and
high school -adults. These are some of the alternatives that should be
considered in developmg a long-term solution to the ﬁnancmg and pro-
gram problems in adult education. ,

_Elimination of Multlple ADA )
- We recommend that legislation be enacted to limit the apporbonment '
" credit for students attendmg combinations of the regular adult and ROC/

- ..ROP programs.

Currently, a student can attend the regular program for three hoursand
an adult or ROC/ROP program for an additional three hours and be
credited for two days of attendance for apportionment purposes. It is also
possible for high school students to be credited for all three programs. We
believe the apportionment levels for these multiple program attendance
situations should reflect actual and necessary costs. . ' A

2. Inflationary Pressure

In August 1975 the Legislature enacted Chapter 277, Statutes of 1975
(SB 220). This measure was passed in response to arguments that the
normal 1975-76 planned apportionment increases per ADA were insuffi-
cient to keep pace with recent inflationary pressure. Under Chapter 1406,
Statutes of 1972, (SB 90) and Chapter 208, Statutes of 1973, (AB 1267),
districts at the foundation level were planmng to receive from 6.2 percent
to 7.6 percent increase in apportionments per ADA in 1975-76. Districts
above the foundation level would receive a lesser increase in their reve-

" nue limits due to the “squeeze” factor. Declining enrollments were also-
cited as adversely affecting school districts.

The “squeeze” factor of Chapter 1406 had by 1974—75(reduced the aver--
age annual revenue limit growth for unified 'school districts to about 4
percent. However, school district salaries and benefits increased by over
9 percent in that year. Confronted with the effects of cost increases that
exceeded allowable revenue growth school districts turned to the Leglsla-
ture for fiscal relief.

Chapter 277 increased the base allowance for districts at the foundatlon
level to a range between 8.3 percent to 10.1 percent as shown in Table 45.
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~ Table:45- - : B
1975-76 Foundatlon Programs Under SB 220
Foundation Program Levels v L
: 1975-76" 197576 - Cban;g Over 1974-75 -
. Prior to: - Under Prior to SB220 -~ Under SB 220
Level - - . 197475 SB.220 SB 220 Amount© Percent  Amount - Percent
Elementary ...... 4825 $888 . $909 $63 6% 884 . 10.1%
* . Unified ....ovosivunes 906 - 969 . - 90 63 70 84 93
ngh School ... 1,010 1,073 1,094 63 6.2 84 83 -

Chapter 277 also prOV1ded that the additional $21 provrded above the
planned $63 increase would not be subject to the squeeze factor. .
With regard to declining enrollments the. statute allowed d1strxcts to-
- retain for one year approximately 75 percent of their annual local revenue
loss due to declining ADA. Under Chapters 1406 and 208 only 50 percent
“could be retained. ,
Thus, Chapter 277 prowded for an apprec1able increase in apporbon-
ments above the 1975-76 planned increase. The state cost of these two
.. changes was approxrmately $87.5 million. Additional local revenue of ap-
- proximately $50 million was also prov1ded for a total school Tevenue in-

. crease of $137.5 million.

Chapter 277 also provided for a $66 per. ADA increase in the foundatlon
program for 1976-77. The $66 increase will provide an inflationary adjust-
ment of between 6.2 percent to 7.3 percent for districts at the foundation
program level, However, over 60 percent of the state’s ADA are in districts
_ whose revenue limits are above the foundation program. These districts
will receive less of an increase due to the squeeze factor. Thus, the situa-
tion of costs rising faster than revenues may again be a major problem for
many schiool districts in 1976-77 and dlstncts W1ll be requestmg additional

relief.

lnflatlon Consnderatlons
We recommend that the Legyslature conszder :
L The effect on:Serrano if relief is aga.m gwen to ]ug]z e,\pendzture
.districts.
-+~ One of the major intentions of Chapter 1406 was to slow down the
 ..expenditure growthrate of high wealth districts: Inflation relief legls-
.+~ lation such as Chapter 277 works counter to this intention.
2. ~The inhibiting features of the state’s school personnel tenure laws as
- they relate to the school district’s ability to reduce costs as revenues
decline. , T
“In 1974 a Los Angeles Superior Court concluded in Burgess vs.
"' Board of Education that in determining the number of teachers that
~ could be dismissed by reason of decline in ADA school boards were
first required to consider the number of certificated employees who
had departed the system by normal attrition in the computation
period. The court found further that boards could not dismiss teach--
ers on the basis of a policy of increased class size. Thus, districts are
limited in consideration of some personnel shiifts that would reduce
" révenue demands.
© 25—83855°
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3 8ummar School Apportlanments ) _
Our December 1975, study “Cahforma Pubhc Elementary and Second-
ary Summer Schools” exarmned (1) the state administration of summer
schools; (2) the type of programs being: offered and (3) the revenue and
expendrture ﬂows to support the summer programs. :

‘Our findings were as follows:

1. Between 1971 and 1975, enrollments i in summer sessions 1ncreased by
30.8 percent (from 1.1 million to 1.5 mllhon) whrle regular school enroll-
" 'ment dropped by about 3.0 percent. '
- 2. In 1974, the total revenue support (both state and local funds)- for

‘summer schools was approximately $154 million, but the actual cost of

_ conductrng these classes was about $88 million, resulting in a revenue
. excess of $66 million which was ‘applied to other school programs. ' -
" '3. The State Department of Education (SDE) collects very little infor- -
mation on summer school programs in the state. For example, no informa-
tion i$ collected concerning (1) the characteristics of students attending
summer . programs (e.g.; slow learners, gifted, dlsadvantaged) (2) the
‘types of courses being offered in elementary summary school programs,
and (3) the' current expense of summer programs. . -
4. Summer enrollment data collected by the SDE 1nd1cate that. for hrgh
: school ‘programs:. L
a. Physrcal education has not only exhrblted the greatest enrollment ;
growth (174 percent) from 1971 to 1975 but was' a.lso the subJect
area with the largest enrollment in 1975 ‘
* b. Over the same penod enrollments in mathematrcs grew by 19 per- ‘
cent, enrollment in science classes grew by only 4 percent, and en-
~ rollments in English classes did not show any srgmﬁcant growth !

5. Local district revenue raising authority is the same for both regular
and summer school ADA despite ‘the fact-that-summer. school ‘teacher
work days-are about four hours in length compared to an.average of seven
*hours for the regular program. .
-6. Chapter 277 reduced the foundatlon level of support for summer

school programs in 1976-77 for an estimated state equalization aid savings
of $28.8 million. This savings will be at the expense of eq'uahzatron aid (low -
wealth) districts. These districts can offset this loss in state fundmg, but
only by inereasing local property:taxes.: v

Summer School Considerations

In lrght ‘of these findings we make the following recommendatrons _

1. That state'and local funding for summer schools be reduced to reflect
the shorter teacher work day and the lower dally teacher salary. This
objective would be .accomplished if funding were limited to about 57
percent of the regular school revenue limit. B ,

Full implementation of this recommendation in 1976-77 would reduce
state school apportronments by $41.8 million and could also result in mod-
erate reductions in local property taxes. A phase-in of our recommenda-
tion may be in order to allow districts to ad_]ust to the new apportionment
levels.
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2. Tbat the Department of Education submit a report to the Legislature
by December 1, 1976, amplifying its position on the purposes and effec-
tiveness of the summer school program.

The report should include data directed at assessing the success of sum-
mer school in achieving these purposes.

4. Ssrrana vs. Priest

The Serrano case on which the State Supreme Court will render.a
decision in early 1976 was last decided upon in April 1974, by the Los
Angeles Superior Court. The 1974 decision was preceded by a lengthly
judicial history dating back to the late 1960’s.

The Los Angeles Court found the state’s school financing system for
public elementary and secondary schools, including the changes brought
about by Chapter 1406, Statutes of 1972, (SB 90) and Chapter 203, Statutes

. of 1973, (AB 1267) to be in violation of the California Constitution’s equal

- protection-of-the-laws provision. The court found that substantial varia-
tions in assessed valuations of taxable property between school districts
resulted in substantial disparities in per pupil revenues and expenditures.
The court stated that such per pupil expenditure differentials constituted

" a denial of equality of education and uniformity of treatment to the chil-
dren of low wealth school districts of the state. _

From an equal-protection-of-the-laws standpoint, the court found the
following features of the current financing system to be objectionable: (1)
the basic aid payment of $125 per pupil to the high wealth school district;

" (2) the right of voters of each school district to vote tax overrides and raise
unlimited revenues at their discretion; (3) expenditure disparities of more

- than $100 per pupil between school districts, apart from the categorical
aids special-needs program, and (4) substantlal variations in tax rates
between school districts that are not reduced within ‘a maximum of six
years.

The Supreme: Court could alter some of these Superior Court oplmons
However, the findings serve as a backdrop in whlch to reexamine the
current situation.

Table 49 presents an analysis of 1974-75 umﬁed school district revenue
limits per ADA compared to property wealth and district tax rates.

Unified districts contain close to 68 percent of the state’s total ADA.
Several observations from this table are.worth noting. First, in 1974-75,
47.2 percent of the unified district ADA were within a revenue limit range
of $900 to $999. Secondly, 83 percent of the unified ADA were in districts
with limits less than $1,099. The average tax rate is also shown to be an
increasing variable in the revenue limit range from $700 to $1,099 rising
from $3.36 to $4.22.

Similar observations can.-be made for elementary and high school dis-
tricts. Overall, approximately 73 percent of the state’s ADA were located
in districts that exhibit the tendency for rising average tax rates as the
revenue limit range increases. While this distribution does not reflect a




Table 49
Revenue Limit Analysis
Unified School Districts

. 1974-75 : : : )
" Revenue Number Number Percent Cumulative Modified Assessed =~ General Purpose

Limit of of of  Percent : Value Tax Rates! »

Hange Districts — ADA ADA ' ADA High Average ~  Low High =~ Average = Low Comments
$700-$799 4 19,326 6% 6% $22,353 $11,953 $5,745 . $3.56 $3.36 $3.02 ‘
$800--$899 ... SN ] 824,049 26.8 274 . 28,3292 12551 2146 455 378 . 220 Baldwin Park : -

69 1,448,569 472 746 44441 - 16724 6,072 '5.85 3.96 207 Los Angeles Unified
34 257,511 84 83.0 38,074 21,439 10,053 546 499 261
28 267,549 87 - o017 109,024 . 32,343 15,783 5.82 317 85
17 111,704 3.6 95.3 73,164 37,501 14913 530 . 313 1.67
6 19,297 6 95.9 57,490 30,716 16,279 590 449 241 ) B
7 80,741 26 985 78,969 45,794 18,867 6.45 3.57 235  San Francisco
3 14,989 5 99.0. 46,461 36,487 23,122 6.62 4.64 337 = oo
6 16,040 5 99.5 86,982 49771 - 31485 5.48 3.53 245
1 320- 0 99.5 —_ 34,799 — - 4.55 —
1. 291 0 7 995 - 96,069 — — 204 —_ )
1 5957 . 2 99.7 — 66,544 —_ — - 306 — . Beverly Hills
1 1,426 1 99.8 CoLe— 7 49,058 — — 382 - —_
2 82 0 %8 10915 8968 683 302 248 - 198
253 - 3,070,651 E $110,915 $22,790 $2,146 '$6.62°  $3.83 $.85

! Does not include permissive -overrides or capital outlay tax rates.
2 Foundation program range. ] .
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perfect power equalized system it doesindicate a more equal system than
suggested by the oft quoted Baldwin Park-Beverly Hills example.

Serrano Considerations

In examination of the Serranobills that may be mtroduced in this session
we recommend that the Legislature consider:

1. The change in the entire range of the distribution of ADA that Would
result from a given alternative both in the first year and in subsequent.
years of enactment. :

Table 50 shows the change in the distribution of ADA for unified dis-
tricts for the period 1973-74 to 1974-75.

-Table 50
Unified Districts
Percent of Average Modified District Average
Unified Assessed Value General Purpose
Revenue Limit District ADA - per ADA Tax Rate
Per ADA 1973-74  1974-75 1973-74 1974-75 1973-74 1974-75

3.8% 6% $10,688 $11,953 $2.91 $3.36
e 401 26.8 S 12,213 12,551 374 3.78
e 352 - 4712 18,646 16,724 . 4.01 3.96-
- 53 84 21,113 21,439 445 422
87 81 32,897 32,343 364 3T
2.8 36 32,811 37,501 3.81 313
0 6 22,186 30,716 5.20 442
2.7 26 37,791 45,794 380 - 3.57
5 8 T 44467 - 36487 414 4.64
5 5 - 35,029 49,111 441 353
0 0 42,988 4799 - 430 453
0 0 - 96,069 - 2.04
2 2 - 58921 66,544 307 3.06
1 1 50,175 49,058 34 - 382

0 0 98,100 - 89,608 257 . 248

8 Foundanon Program per ADA was in this range in 1973-74
b Foundation Program per ADA was in this range in 1974-75.

By focusing on the entire range of the distribution the impact of given
alterations can be readily seen. For example, from Table 50 we can state
that a change in foundation program support from the 1974-75 $900-$999
range would involve additional funding for 74.6 percent of the state’s

unified ADA (.6 + 26.8 + 47.2). However, a measure limited to increase
support up to the $900-$999 range would involve only 27.4 percent of the
'ADA. Thus, critical dollar change levels can be readily identified when the
entire distribution is known.

9. The elimination of basic aid payments to high wealth school districts.

In 1976-77 about $104 million will be distributed to high property wealth
districts in the form of basic aid. If this money were recaptured while
allowing the high wealth districts to tax themselves to offset the loss, the
result could be a significant improvement over the current dJstnbunon of
state aid.

3. The impact of categorical aids on the present distribution of revenue
limits and the effect of a redistribution of categorical azd based on a tax
effort and property wealth index.
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"The district revenue limits do not include allocations ‘made from cate-
gorical sources such as Early Childhood Education, Educationally Disad-
vantaged Youth, and Bilingual Education. Federal funds are also excluded
from the base revenue limit. Yet these funds represent resources available
to support the total education program. The reallocation of these funds on
the basis of district wealth again with the option of local choice t6 tax for
replacement, could result in a significant reduction in the disparities in
total dollar resources and taxing effort.

The school finance computer model in development by the Depart-
ment of Education should make ready access available to the above types
of information. Close scrutiny of the Serrano issue and proposed remedies
should start with a complete description of the present situation to act as
a benchmark for evaluation of the alternatives.

' 2. CURRICULUM FRAMEWORK AND INSTRUCTIONAL MATERIALS
SELECTION -UNIT . '

~ State adoption and acquisition of elementary school textbooks is re-
quired by Article IX, Section 7.5, of the State Constitution. The mechanics
of the textbook selection and adoption process are provided by statut‘e'._'

Instructional Materials Fund

Chapters 929 and 1233, Statutes of 1972, established the State Instruc-
tional Materials Fund with a fixed derivation formula to replace the annu-
al budget appropriation item for textbooks. The derivation amount is
computed annually by the State Controller on July 1, by multiplying $7 by
the preceding school year’s public and private elementary school enroll-
ment (ADA). The formula is adjusted annually for changes indicated by
" the Consumer Price Index. The amount derived by this formula was $24.3
million in 1973-74, $25.0 million in 1974-75, $27.5 million in 1975-76 and is
estimated at $29.7 million in 1976-77.

Table 51 shows the total support for textbook selectlon production and
distribution in recent years.

The amounts shown for school district credit and school dlstrlct cash
allotment are divided equally among districts based on their K-8 ADA, It
is important to note that authorization for the State Instructional Materials
Fund expires June 30, 1977, and will therefore require legislative action in .
1976 to revise or extend the current instructional materials law. ... .

“Selection and Distribution. The curriculum frameworks and instruc-
tional materials selection unit and the textbook distribution unit are com-
posed of the following elements: (1) framework development, (2)
textbook selection, (3) textbook adoption and (4) textbook acquisition.
The conduct of these activities is the responsibility of the Curriculum
Development and Supplemental Materials Commission, an advisory body
to the State Board of Education and the Department of Education. ThlS :
Commission is composed of 18 appointed members. :

Adoptions. The textbook adoption process is comprlsed of erght se-
quential steps:

(1) request for framework development by the State Board of Educa-
tion;
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Textbook Budget Su;’)’p’b’rtf' et

2 Aetual -Esamated .. Proposed-:

B T 1974_75 CCImsTE 19677
" Expenditures: . B e ' B
State Operations: . _ S e o
- . Curriculum Commission...... $37497 $49,025 . o $50,485
" Textbook management : 302,005 - - 368536 - ¢ 378206
Textbook selection ...luv.un: eomeerisins © 215806 - 325,451 . 393015:
- Subtotal ....... il -§555,308 11T $T43012 - . .. $82LT06. .
. Lacal ‘Assistance: : i B TR : L
‘ InstrucuonalMatenals."_, SRR L S S
- 'Ol Adoptions ....c..cc: v SRR T ©$896057 T ik
: '_fRoya]tles -on’ prior adoptlons sl e = < 70,0000 s 890,000
Warehousing and shxppmg prior adoptlons L 8271020 o v 218934 (oo - - 150,000,
*"Nonpublic schoolS..u..vciviurummepone ST T - Lol
‘Braille and latge print : 98542 600,000 - 7 600,000 -
';’.Warehousmg and shxppmg cun'ent adop- B e B P
- tions .. it 270200 0 ."6’31066--; Cet - 750,000
Reserve i riigagbisiingisitissiid 5 0 200,000 200,000 ;.0 - ..200000
* School district credlt ................ - ’ -17,284,225 P 41092618. : 26544,579 B
" "":School district cash allotment 1571669 L 1544708 L E3T4T9L
Carryover RTINS ERICEER R | - I 33737 U 957766, .
Subtotal et $19T08,186 . 45987190 $29735,136
' State Operatlons ) s Ve e T T _ SR
" ‘General Fund-.......c..... irdisgerieses - $494T56 7 0 §694,149 . < §766,465 .- .
* Federal Funds....c.eiivscmsesin . . 42,178 ' 48,863 55241 . -
‘ Reimbursements:: . .. 18314 R
Local Assistance” " - SR R ' .
Genéral Fund.. ; ereogisisimeonnnnes - 25,081,986 - 27,527 178' : 29,735,136"
- Instructional Matenals Fund .......... Ciiiveiaeeins —5,323780 : 16,863,885 .. - 'v :
Reunbursements dsirint frevesbametisvins; cooe ;896,087 =
Total....oo.ieivrsns s $20,263464 $46,030132 o 430,556,842

e Govemor s Budget does not: mclude o ﬁgure The: amount should be approx\mately $2.0 million in the
current and budget years. .

{2) preparation of textbook selectlon cntena based on the adopted.. '
framework; . :

(3) issuance of a call for bids to all pubhshers by the Department of
‘Education; v .

(4) publisher submission of textbooks for review by the. Currlculum
Development and Supplemental Materials Commission; =~

(5) review of textbooks by legal compliance ‘committee; '

. .’(6) recommendation of textbook adoptlon to the State Board of Educa-
_tion by the Curriculum Commission; _

. (T} state board adoption of textbooks and department sohc1tat10n of
district textbook orders; and :

(8) manufacture of textbooks by Office of the State Prmter for distribu-’
tion by the department or the purchase of textbooks directly from the
publishers or their depository for delivery to the districts. Instructional -
- materials for the secondary level are adopted by each school district and
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secured directly from the pubhshers or through a Cahforma textbook
depository.

The textbook selection, adoption, acquisition and dlstnbutlon system is
on a two-year cycle Textbooks adopted in the current year will be avall-
able to districts in two years,

Positions Requested L

. 'We recommend that the two staff services aua[yst poszbons requested
in the Governor’s Budget for the textbook selection function be demed for
a General Fund savings of $54,675 (Item 335). ‘

The Governor’s Budget requests approval for two staff services analyst
positions to relieve the textbook adoptien workload. Justification for these

‘ requested  positions is based en legislative changes in the instructional
materials adoption process. These changes required the State Board of
" Education to adopt materials every twe years. In addition, the board
amended its adoptions procedure in January 1975, to include separate
. committees to review materials strictly for legal compliance.

We objected in last year’s Analysis to the changes in the textbook adop-
tion process proposed by the board because the revisions would enly add
to textbook delays. In the course of the budget hearings the department’s . -
representatwes were questiened about the need for some of the proposed
‘revisions, particularly the need te have separate legal and content comph- :
ance comrnittees. .

According to the department, the addition of separate legal compliance
comrittees has added 2.6 work years to the department’s workload. We
believe that these committees unneeessarlly duplicate and isolate a work-
load that had previously been conducted in the textbook content evalua-
tion. The inclusion ‘of both functions in ene evaluation would eliminate
most of the additional workload and consequently the need for the two
requested positions.

‘It is'important to nete that the department requested these same pesx-
tions for the current year but the request was denied by the Governor.
Since- that denial the department has redirected two positions. to the
curriculum unit. Approval of this request would result in a net increase of
four positions over 1974-75 (two redirected plus two proposed). =

State Printer

We recommend that the Office of State Printing (OSP) be pbased out~
of the textbook manufacturing process in the 1976-77 fiscal year. We
further recommend that legislation be enacted to provide for the appor-
tionment of all textbook funds directly to school districts and that (a) such
funds be restricted to the purchase of instructional materials, as defined
and (b) districts be authorized to purcbase dzrectly from a pubbs]zer or
its distributors..

Since the beginning of. thls century the state has provided for a system
of state supported textbooks in grades K-8. The or1gma1 system sought to
provide the single best book in each subject. However, in the last decade
it. became apparent amorig educators and the Legislature that such a
system was unresponswe to the diversity of California’s school population.
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Consequently, the Leglslature enacted major modlﬁcatxons in the text-
book law in 1969, and again in 1972, to broaden the law to include non-
print. media and to provide an even greater num«ber ‘of materials for
selection by school districts. o
Under this new law the number of items in adoption has increased from -
807 in 1972-73 to -over 8,000 items in 1876-77. This increase has made it
-uneconomical for the OSP to manufacture many of the textbooks resulting
_ in"a dramatic reduction in the number of textbooks manufactured by the
state."Savings from state manufacture of materials as opposed to direct
purchase from publishers has dechned concurrently with the drop in OSP
“workload. - '
“Table 52 shows the number: ef textbooks manufactured by OSP from ’
' 1964-65 through 1974-75 with the estimated- savings resulting from state
manufacture (savings equals pubhshers bl'd priee less OSP cost of manu-

Table 82

Savmgs from State Manuaﬁaem of L
«extbesks ) . .
OSP
T S : o Estzmated
Year =~ . , - ' Quantity | _ Savings
1964—65 P - RSOSSN 9,990,600 - - - $6,059,050
" 1965-66 ' e ; o~ oo 05494000 e 3191411
196667 ..o nndess i feovs L iraassitcorinsinsantesos et 17,704,700 - oo 11,582,726
‘1967-68 - . ersermnsrieni : . - 16,405,560 - 9624913 -
196869 vt erein . g 18,131,545 o 8,987,858
1969-70......... e wiviineen - 23,750,000 0 0 13,943,598
1970-71 ....... SRRt 20,377,130 - - ¢ 13,890,472 -,
1971-72 ... . i 14,384,720 ‘ 8,307,548
1972—73, . 15,716,174 13,312,186
1973-74 .. : : 3,696,000 1,613,640
1974-75 3,348,500° 1,907,253
2 Of this total 2,081,000 were new textbooks and 1,267,500 were repnnts of matenals under the old adoptmn

. system.

" The1973-74 flscal year represents the first year under the new' textbook
adoption program and indicates the magmtude of change under the new -
selection and adoption system. . ,

Unrehabie Computation of SQ\nngs

We do not believe the savings shown i in Table 52 represent net savings
to the state. These savings in Table 52 are not complete because OSP costs
do not include (1) warehousmg and distribution costs and (2) sales tax
(the.prmter does pay sales tax on materials but he does not include the’
sales tax paid by districts on the fimshed book in his calculation of gross
savings). Consequently, OSP “savings” are ehmmated if these two cost
elements are deducted from gross OSP savmgs '
lishers and OSP based on the appropriated textbook funds These reve-
nues are converted to estimated OSP gross savings less the saleés tax and
dlstnbutlon costs not included in OSP’s estimates. .
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_~ " Table 53 indicates a decline in savings by OSP through the current year
~with-a prOJected loss: in the budget year. '

, Table 53 :
Textbook Acqunsitlon and Dlstrlbutlon COsts KRt
I Rt R L AT I9TETE - 19meTr
Total Expenditlue‘s , i $19826304 7 $38550,530  ‘$26,544,579
PUBESRERS:.viioniivsisiisicniinsmmisirsismeiveriios < ASAITAS6 26,637,966 17,997,295
- Printer So— 6400148 . I413273 85473 -
. GIOSS SAVINGS oo 10072537 0 $2917110° - sloosszs'i ;
Sales TaXovimisiiipirsinsmiisions - 60000 - LSOTTIO - 1018711'
*. Distribution c0st..eesmmemenireserirominnes 843,832 . 1,218,536 © 1278206 - .
- Total Savmgs or Ioss sessressiassiasissssssod ’_ i '+$303,921' L +$190813 | —$288,289 o

- An addltxonal cost to the state that is not shown in the above figures is -
- the delivery delay caused by state manufacture of textbooks. Inclusion of -
- OSP in the textbook acquisition and distribution | process results inayear’s .
- delay:of textbook delivery to school districts." o
© . Table 54 shows the time requlred for each phase of manufacture and', G
dlstnbutlon o : . : o
RO : ‘Table 54 - :
Textbook Acquusmon and- Dlstnbutlon Time Reqmrements )
R : : After Adoption by State Board of: Educatlon : : -
; Majbr Tasks - jul ‘Aug Sep Oct Nov Dec Jan. Feb Mar Apr May Jun jul Aug Sep Oct
: Preparahon of Order Forms ______.___A e
Selection and ordering of in- - - . i —
structional materials by : ) : :
‘the schools . -

Review. and key entry of or- B —_—A
ders. . '

Prmtmg ofselectedmstruc__ - L e R N
’ tional ‘materials by the i T . EERTE

Office’ of State- Printing
- ~and distribution by Text-

book Warehouse

It is important to note that the 14 month hme requlrement shown in
Table 54 is in addition to the 13 months required for the selection and
adoption process for a total adoptlon and distribution cycle of over 27
-months. This time cycle is excessive.

. As discussed in last year’s Analys1s, accountability. in the textbook adop-
tion process requires (1) maximum flexibility of choice at the local level
and (2) availability of the most recently published materials. While the
current system has achieved a wide variety of materials for district selec-
tion, these materials are not available to districts on a timely basis. A major
reason for this delay is the time requiréments of the OSP. For this reason,
and because of the limited savings, we recommend that OSP be phased
out of the textbook adoption process in the 1976-77 fiscal year.
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+'We further recornmend that all of the textbook credit be granted as a
cash allotment to districts. Under current law, districts may be granted a
partial cash allotment of 50¢ per pupil per year by the State Board of
Education from their textbook credit. This may be used by the district to
purchase materials not adopted by the board. Instead of this partial alloca-
tion, we believe that the entire textbook credit should be distributed: as
cash. However, expenditure of these funds should contmue to be restrict-
ed to the purposes authorized in existing law.

*As noted, the legislative authorization for the current instructional
materials finance system expires June 30, 1977. Consequently, the changes
we are recommending could be included in any proposed legrslatlon in
1976 to restructure the current law. , .

Report Requlred

In the 1975-76 Analysrs we recommended that the State Board of Educa—
tion (1) study the entire textbook selection, adoption, manufacture and
distribution cycle and report its findings to the Legislature by December
1, 1975, and (2) determine the feasibility of a textbook cycle of not more
than 15 months. This report has been received by our office and concludes
that the minimum textbook cycle that could be achieved under current
legal requirements is 20 months. '

This would represent a reduction of at least six months from the’ current
26 month cycle. However, the report states that the achievement of a

~15-month cycle “would require considerable rethinking of role relation-
ships and statewide policy approaches to the adoption of instructional
materials.” We agree. In fact, we pointed out last year the need for
critical evaluation of the role of the State Board of Educatron and” the
Department of Education in the entire adoption process > Such an evalua-
tion is not included in the report.

. The 20-month cycle outlined in the report is composed of (1) a nine-

.month evaluation period and (2) an 11-month district selection and state
manufacture périod. Thus, it is clear from the report that a 15 month cycle
can only be achieved by elimination of state textbook manufacture.

Effect on State Printing Plant

Much of the OSP capacity to manufacture textbooks has been assumed
by the Legislature and other state agencies in recent years. In fact, a
majority of OSP revenues are from non-textbook sources. Thus, even with
the phase out of textbooks the OSP will continue to have capability to
manufacture textbooks should the need arise in the future

i CIarlflcatlon Needed

We recommend that the textbook adoptzon Iaw be clarified to allow a
minimum use period of not less than six years. Currently, the State Board
of Education is required to adopt new materials every two years. Adopted
materials cannot.be used by districts for less than two years nor more than
six years. Education Code Section 9401 allows the board to readopt materi-
als from a previous biennial adoption up to a total adoption period of not
to exceed six years:
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" Until December 1975, the board had interpreted this section to require
a total review and readoption every biennium. Consequently, some of the
materials adopted by the board two years ago are being eliminated in the
current biennial review and will be out of adoption after two years use.
Because districts can only use their textbook credit to purchase materials
currently in adoption, districts will not be able to purchase replacements
except with district funds.

In December 1975, the board clarified its adoption policy to prov1de for
automatic readoption every two years. This change in policy by the board
will eliminate the problem of a two year adoption in the future:but we
believe the Legislature should specify that materials adopted by the board
may be purchased by districts with their textbook credit for a minimum
of six years. Such action by the Legislature should be retrospective to
“hold harmless” those districts that purchased materials adopted by the
board since October 1, 1972.

,3 FOOD AND NUTRlTION SERVICES

The Department of Education administers and supervises the National
School Lunch and Breakfast Program and administers the payment of
federal and state.funds to school districts and other eligible agencies
through the Office of Food and Nutrition Services. The purpose of these
programs is to assist schools in providing nutritious meals to pupils, with
emphasis on free or reduced-price meals to children from low-income
families. The department is also involved in establishing food delivery
systems to schools without food services, helping existing programs im-
prove food delivery systems, and ensuring that food service programs
meet established nutritional requirements. . -

Chapter 1487, Statutes of 1974, (SB 2020) approprlated $12 5 mllhon in
1974-75 to provrde a $.05 per meal state reimbursement to public school
districts for all meals served to students. Chapter 1277, Statutes of 1975,
(SB 120) extended this reimbursement to private schools and certain child
" development. agencies, as well as to. public schools. Chapter 1277 also
mandated that by July 1, 1977, all public schools will serve at least one hot
meal to needy pupils, and appropriated $9.5 million from the General
Fund to provide an additional state subs1dy for such meals served in
1975-76. : :

Table 55 summarizes program part101pat10n

Table 56 summarizes expendltures and fundmg of these programs

Cost:Overfuns

We recommend that the State Department of Education develop an
accurate estimate of future state cost 11ab111ty in tbe Food and Nutnbou
Program.

The table mdlcates that the 1974-75 and 1975-76 appropriations for the
state basic lunch and breakfast subsidy authorized by Chapter 1487, Stat-
utes of 1974, (SB 2020) are not sufficient to meet the demand. The Depart-
ment of Educatlon has received claims amounting to $1.5 million in excess
of the appropriation for 1974-75 of which $791,316 has been authorized
from the emergency fund. Approval of the balance of $708,634 is pending.
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Tabla 55+ S
- Participation In Meals Programs in Callforma Schools

. 197475 197576 197677
Public Schools '

~Total Number of Public Schools : . T T0TT. N/A N/A
T_qtal K-12 Enrollment 4,427,400 4,416,400 . 4,367,800
School Lunch Program . . .
Number of Participating Schools 5,823 N/A N/A
K_12,', Enrollment 3,453,700 3,674,400 - - - 4,123,200
Enrollment in Participating Schools as percent of State- -
- ‘wide Enrollment 78.0% 83.2% 94.4%
Average Daily Participation 1,327,800 1,475,800 - 1,656,000 '
Regular .. — , 593,500 630,700 707,700 -
Reduced Price™ R . : 41,200 47,300 - 53,100
Free 693,100 797,800 895,200
School Breakfast Program )
Number of Participating Schools T 993 N/A N/A
K-12 Enrollment : 512,100 588,900 + 677,300
Enrollment in Participating Schools as percent of State- - . ‘ ‘
wide Enrollment » 11.6% 13.3% 15.5%
Average Dally Parhcnpahon . 192,000 220,800 254,000
Regular i 26,900 - 30,900 - - 35,600
Reduced Price : 1,700 2,000 2,300
- Free 163,400 187,900 - 216,100

The Department of Education estimates 1975-76 demands amounting to
$4.4 million in excess of the appropriation.

‘The table also indicates that the 1975-76 approprlatlon for the needy
meal subsidy authorized by Chapter 1277, Statutes of 1975, (SB 120) is
inadequate to meet the estimated demand by $5.2 million. Thus; the total
estimated unfunded portion of the 1975-76 food sub51d1es amounts to $9.6
million.

There are several reasons for this increased participation over original
estimates. First, the initial estimates of participation were simply too low.
Second, addltlonal children in private schools were made eligible for the
subsidies by state (Chapter 1277) legislation. Third, federal (HR 4222)
leglslatlon mandated schools to serve a reduced price meal and raised the
income level for eligibility for reduced price meals. We understand that
deficiency appropriations will be requested by the administration to cover
the excess 1975-76 cost.

The table also indicates a continuation in the budget year of the rapid
growth in participation. The proposed basic subsidy increase is $4.6 million
or 24.1 percent and the proposed needy subsidy increase is $6.1 million or
41.8 percent. Also the proposed budget reflects a 30.9 percent increase for
the nutrition program authorized by Chapter 1277.

Itis important to note that both the federal and state basic and free and
reduced price lunch and breakfast subsidies are open ended. That is, all
eligible participants who apply are entitled to receive the subsidies. Fur-
thermore, the subsidies have automatic inflation factors. We believe that
an accurate estimate of future program costs is necessary.
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Table 56— Food Services Programs Expenditures and Funding

_ 1976-77
‘ : Actual Estimated Proposed Change
State Programs: . 1974-75 1975-76 1976-77 Amount - -Percent:

Basic subsidy (SB 2020)..  $13,201,316*  $19,262462" = $23,895,004 - $4,632,632 - 24.1%
Subsidy - for needy (SB

120) oo - 1486531° 20794834 6129515 418

Nutrition Program (SB o ‘
120): :

Local assistance - - 463,600 . 607,060 143,460 309

State operations - 146,400 191,704 45,304 309

Subtotal i - 610,000 798,764 188,764 - - 309
TOTAL State Funding....... $13,201,316  $34,537781  $45.488692F $10,950911 31.7%
Federal Programs: . :

School lunch: ~ . s
General assistance......... 26,699,000 30,318,988 33,411,525 3,002,537 -. 102
Special  assistance - to . R , v :

" needy children...... 62,997,000 71,934,151 79,271,434 7,337,283 102

School breakfast.... 10,705,753 15237,172 17,857,966 2,620,794 172

. Special milk.......... 9,106,164 9,770,250 10,258,763 . 488513 .50

Special food services........ 7,012,472 9,410,026 9,410,026 - -

Nonfood assistance .......... 2,218,043 2,800,000 2,800,000 - -

TOTAL Federal Funding .. . $118,738,432 $139,470,587% . $153,009,714% © $13539,127 . 97%
Combined Total.....c.ccooveeccurns $132,020,748  $174,008,368° $198,498406° $24,490,038 - 14.1%
a Appropnated by SB 2020 ’ $12,500,000 -
Additional participation authorized from emergency fund ) +791,316
Total $13,291,316

Note: There is an additional $708 634 of claims for which funding
approval is pending.

b Appropriated by Budget Act of 1975 _ ' ' 4 $14,858,400
Estimated additional participation ) +4,404,062
. Total : $19,262,462
¢ Appropriated by SB 120 : . : -+ $ 9,500,000 . .
.. . Estimated additional parhcxpahon . T . 45165319 - -
Total - - 814,665,319

4 Federal program subsndles for 1975-76 and 1976-77 do not reflect the increased part:mpatxon generated :
by HR 4222 and are therefore substantially understated.
€ Plus additional state operations funding of $867 441 in 1975—76 and $879,747 i in 1976-71,
Fltem 331 $44,689,928 336 (b) 798,764.
Table 57 summarizes. the per ‘meal sub51d1es since ]uly 1, 1974.
Table 57— Subsidies per Meal for School Lunch and-Breakfast Program
July-  January-" - July- January-

Federal Subsidies o " December  June ~~ December - June
School Lunch . : : 1974 1975 1975 1976
General Assistance ..., : : 1l¢ ll%¢ 12%¢ . 12%¢
Free 49% .52% 54% 56%
Reduced Price ; . \ 39Y% Q% My 6%
“School ‘Breakfast : ' o SR
General Ass1stance . : : 8% i 9Y C9Y 10
Free...: . : 2 - BY,. - 24Y 2%
Reduced Price........ , . 16% 17% 18% .. .19 -
Especially needy ’ o e .
Free . 45 45 45 485
Reduced Price : w40 40 - 40 40
State Subsidies " 1974-75 1975-76 -1976-77
Basic ...... 5¢ .5036¢ - 5.77¢
Needy o= 176 946a

® Estimated statewide average subs:dy based on prehmmary estimates. Actual amount for 1975—76 is bemg
computed by Department of Education and should be avallable by March 1, 1976. .
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- PROGRAM; i

DEPARTMENTAL MANAGEMENT AND SPECIAL SERVICES

"This program consists of two budgeted: elements and two 1nd1rect cost
units which are allocated to all programs... . .

Table 58 summarizes expendltu:es and fundmg for these elements and
' umts v v . . :

Table 88

Departmentél Management and Specnal SGrvu:es
. g Expendltures and Fundmg )

_ Actual , Estzmated Proposed 5 1.97_6-77 Change.: =+ .
A94T5 | I9TIE 1967 -Amou_n't - Percent
ProgramElement RN R L R
A. Department “manage- =~ .vc i T T s IR
-ment ' '$6,775,800 - $8,309,725 - v$_6,8(_),5,412 "$ 1504313' ~=181%
B Special services.. .. 516,639 840475 . T18824 - . <61851v.. —T3:

-Subtofal... . S99 $9’15°2,°° CHISM6 AL 1%
| Cndireckcostunits . A2SSC SIS0 SSDTES 2l 43
D Semce umts fa 0 1991.399., 2,286,284 72,496,550 - 210,266 - 92

Subtotal...... 8510125 §18L634 - SBOIO3N6 - SITG8L 8%

: TotaI

Genera(Fz_:nd, L 3510655 4616859 4176130 —40729 . =95
ds’, L 3E08765° 405735 3185566 1120169 - ~260
273109 207606 9995407 . 5066 < -22°

8510155, - 7581634-' 8019316 L ek 58

i A DEPARTMENTAL MANAGEMENT

The departmental management element is subdivided into executlve,
program management and management services components as shown in
: Table 59.. o ‘ .

-~ o Table 59 :
Departmental Management Expendltures and Fundmg

: R " Actual - Fstimated < Proposed 1976-77 Change
Component. s 19742750 1975-76 1976-77 Amount - Percent

L. EXeCutive .. vvesiiesssiivien ;. $5489.278. . $7,342.374 . $5,840,395  $-1501,979 ,—20.5%

2. Program management .... . .- 490,938 - L= - =

3. Management services...... ‘ _795,674 : 967,3_51 965017 —2,334 : -2
Total - $6,775,890 - $8,309,725 - $6,805412 - $-1,504313 ~18.1%

General Funid oo, GITLIS - 4089795 47BdE 373 47

Federal funds... .- 3331521 3,992,324 2850450  —-114184 . -286

Heimbursements .................... N

273000 2606 T 2850 - 5066 22

1. EXECUTIVE

The executive component consists of the ofﬁces of the Superintendent
of Public Instruction and his deputies and assistants and a centralized staff
which includes legal counsel, governmental affairs, program evaluation
and research, education information /dissemination  (which includes

CS12802654 SI6TLEM  SISESD  S-LIBYL - -67% |
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media services and pubhcatlons) student liaison, intergroup relatlons, and v
policy analysis and special projects. . .

2. OFFICE OF PROGRAM EVALUATION-AND RESEARCH

The pnmary evaluation function within the Department of Education

“ resides in the Office of Program Evaluation and Research (OPER). The
office is a centralized evaluation unit independent of program operating
units within the'department. It is responsible for (a) program evaluations,
.(b) the statewide testing program, and (c) the department’s management
~information center. Table 60 summarizes funding of the unit. As the table
shows, the annual budget of the unit is over $2.8 million, of which over $1.6
million is spent on evaluating educational programs: ThP staff of the unit
currently consists of more than 50 individuals of whom 35 are at the

' professxonal level : : o

Tabla 60.
Fundmg of Office of Program Evaluation and Research Ll
v o Actual - Estimated  Proposed
R o Py : 97475 - 1975-76 - A976-77
Program’evaluation ................ $1,126,140 . - $1,949,117 $1,677,067*
" Statewide testing R . 1,023,875 1,090,170 . 1,130,530
' Management Information........ ; I ’-'(165,923)” © 0 (268,328)% - (209,040)°
. Center - . . R (7,823)¢ (3,500)¢ ', (4000)
- TOTAL . . ; : ropentis $2,150015 - - . $3,032287 - $2,807597

. ® Despite proposed augmentahons, ‘the total program evaluation component is less.in 1976-77 than in

1975-76. This is because a'niumber of evaluation-activities will be completed during 1975-76. These _
include the development of a Bilingual Scholastic Achievement Test ($300,000 in 1975—76), and the
completion of the school Effectiveness Study ($50,000 in 1975-76).

b Funding obtained through internal transfer from bther units in. the department.

¢ Fundmg obtained through reunbursements from outside- the department.

Deletion of Funds for Addttlonal Evaluatlon Staff

We recommend that the proposed appropriation for one and one-]zalf
consultant positions in the Office of Program Evaluation and Research be
deleted for a General Fund savings of $86,517 -(Item 335).

The Governor’s Budget proposes additional funding to OPER for (a)
oneé consultant position for evaluting the Early Childhood Education pro-
gram and (b) one-half consultant position for evaluating the Indian Edu-
cation Centers. We believe these additional positions are not warranted,

The additional ECE evaluation position (at a cost of $65,017) is tied in
the Governor’s Budget to ECE program expansion. We believe that even
if the ECE program expands to serve additional schools during 1976-77,
no staff augmentation is necessary in OPER for program evaluation.

Activities required to evaluate additional schools can be accomplished
primarily through (a) the Monitor and Review (MAR) site visits and other
activities conducted by the department’s Elementary Field Services Team
(b) student achievement testing including both the statewide testing
program and required testing at each ECE school and (c) reports by
participating schools. One consultant position already exists within OPER
specifically for ECE evaluation. We believe that evaluation of both ¢ cuf-
rent and additional schools can be accomplished within existing resources
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through appropnate samphng of ECE schools accompanled b Jdata collec-‘ "
tion through MAR site visits. In addition; we believe additional resources

are particularly unjustified in view of the Legislature’s appropriation of -

$200,000 for an mdependent evaluatlon of ECE during the 1975—76 pro-
gram year.
The Governor’s Budget-also proposes an augmentation of $21 500 for

one-half consultant for evaluatmg Indian Education Centers. We also do - v

not believe this position is justified. An augmentation of $18,130 in OPER’s -
budget was made during 1975-76 to fund one-half consultant for evaluat-
ing Indian Education Centers. The additional resources for 1975-76 were
- provided primarily for (a). developing evaluation- procedures and (b): -
conductmg site visits to Indian Education Centers and school districts. The-
proposed augmentation for 1976-77 would be used largely to support -
continued site visits by evaluation staff to centers and schools districts,
These site visits would be for collecting data and consulting with centers
regarding evaluation requirements. We do not believe that an additional
evaluation position for these activities will be necessary- during 1976-77..
~ Periodic site visits to ‘Indian Education Centers are made by the depart- -

‘ment’s program administration staff. The evaluation can be designed to -

rely on data collection principally through these site visits 'and through
centers themselves after evaluation procedures are established in:1975-76.

- Any additional evaluatron act1v1t1es can. be performed by ex1st1ng evalua-‘ .

tion staff. .
. Weare further persuaded that addrtronal resources are not needed for "
: 'program evaluation activities on the basis of our report An Analysis of the
Evaluation of State. Educational Programs (September 26, 1975). That

. report identified a-number of problems in the current management of

evaluations which have resulted in inefficient use of existing resources.-
These problems included (a) insufficient procedures. for plannmg pro-
gram evaluations, (b) a lack.of coordination among evaluation activities,
and (c) the abs_ence of consistent procedures for conducting and reporting
evaluations. We believe that correction of these and related problems can
lead to considerable economies in evaluation activities and can reduce the
need for additional resources.

Preparatlon of Annual Evaluation Plan

We recommend that the Department of Education annually prepare a
comprehensive, detailed plan for educational evaluations.

We further recommend that the department submit this annual plan to
the ]omt Legislative Budget Committee and the Department of Fmance
for review as part of the annual budget process.

Our September report described a number of problems which have
resulted from inadequate planning of program evaluations. In general
inadequate planning has led to studies which are of limited quality and
utility as inputs into policy decisions. In addition, it has led to unnecessary

"demands on local education agencies.

In order to correct these problems, the department should prepare
" annually a comprehensive, detailed evaluation plan. The plan should in-
clude (a) a statement of the department s prmcrpal evaluation objectives,
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(b)- a- discussion’ of the departments prmcrpal evaluation accomplish-

... mentsin the preceding year, (c):a description of evaluation resources for

the time period covered by the plan, and. (d). a plan for each evaluation
study to be conducted by the department Wthh includes certain standard

T elements.-

' 'Maxlmum Utlhzatlon of Statewule Testmg Data

We recommend that the Department of Education ub]zze statewzde
testmg data more extensively in the eva]uabon of mdzvzdual educatwn '
programs.. -

Currently, statewide testing data are used as a measure of program
. effectrveness in only a few program evaluations. These data are not used
~in the department’s program evaluations on a corhprehensive basis.

- However, evaluations such as the Miller-Unruh, evaluation which have -
used these data have demonstrated their utility as measure of program -
* effectiveness. We beheve that efficiencies to both the department and
local education agencies and. 1mprovement in the quality of evaluations -

~ might be achieved through greater use of statewrde testmg data in pro- :
gram: evaluatlons e F R A A e

Submusslon of Annual Evaluatlon Summary

We recommend that the Department of Educatzon annua]]y prepare i
and submit to the Legrs]ature by ]anuary 1 a. Summary of Program

- “Evaluations. -

“One of the findings of our September report was that the utlhty of - .

.evaluatrons is limited by current reporting procedureés in whicki nio format
- exists for systematically integrating the findings from different studies. We -

believe that the annual preparation of a ‘unified and consistent summary :
document would help to rectify this problem
“The document should give a brief overview of the results of all prograim
- evaluations ‘conducted by the départment during the previous-year. It
" should 1nclude comparable information on the effectiveness of different
edticational | ‘programs wherever possible. Because the document would
* simply integrate findings from other evaluations, its preparation should
require no additional resources beyond those Wthh will be available if the
other. efﬁ01enc1es we have recommended are adopted .

Educational Management and Evaluation Commlsslon

" The Educational Management and Evaluation Commlssmn was estab-
lished in 1972 to serve as an advisory body to the State Board of Education
- on matters related to educational management and evaluation. As recom-
mended in our September report, the commission has recently assumed
an expanded role in the review of state educational evaluations. -

Table 61 summarizes funding and expenditures of the commission since
its creation in 1972-73. The table shows that the commission has had excess
resources of approxrmately $10,000 annually. - -

'Authonzatlon for Outside Consulting Services
We recommend that the Educabona] Management and Eva.luatron

«Commission be authorized to spend up to $10,000 of its 1976-7. 7 appropria-
. ton for outside consulting services (Item 335). .
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' ‘ ‘féble.‘éf :
Educational Management and Evaluation Commission
Funding and Expendltures

weiontin o U Actual " Actual - Actual  Fstimated Proposed

S o 1979-73 197374 . 197475 197576 197677
Total Budget............ : - $26,800  $31,839 $32,149 . ' $35041  $36,185
Total Expenditures .............occiceeecivciensunnuns 1975 - 16985 . 20,775 - 25000 - -

** Estimate based on expendxtures for first six months of 1975-76.

The commission’s evaluation subcommittee ant1c1pates that effective
performance of the external review function which the commission has
recently assumed may require the hiring of independent consultants. We-
concur:with this assessment. It will be extremely-difficult for the commis-

- sion to:review department evaluation activities while relying exclusively
on staff support from the department as it currently does. Consequently,-
we believe the commission should be authorized to.use a portlon of 1ts
1976-77 funds. for outside consulting services.

-+~ As'shown in Table-61, the commission has excess funds Wthh could be
: allocated for this purpose. The recommended procedure would be consist-
ent with existing precedent as indicated in Table 62. The table shows both
.the total appropriations-and the consultant and professional services ap-
propriations of the State Board of Education and each-of the commissions.

: Table 62 -

. Appropriations for
State Board of Educatnon and Commissions.

Actual 197475 . - Actual 197576 Proposed 1976-77
Consultant and . Consultant and _ Consultant and
" Professional " Professional Professional

w1 Services - Total -+ Services ‘Total - Services -Total -

»State Board of Educatlon $7,500 $134,254 . $7,500 $149.125 $7,500 $153,120
Advisory Commission on. : R :

Special Education...... '500 34,747 500 - 39,147 500 41,833
‘_CumculumDevelopment e . . )
*~" “and »+ Supplemental
" "Matérials - Comirnis- Lo v : ‘ L et ;L
L SON i 0 44,003 1,000 49025 - 1000 - 50485
Educational  Innovation : '

and - Planning ' Com- ’ - R

IESSION . ccvvevrereiersnnsinnenes 4,050 40,000 7850 - 47,706 7,850 50,370
Educational Management : .

and Evaluation Com- S s L L
0 32,149 . 0 35,730 0 36,815

Equal Educational Oppor- ) _
~ tunities' Commission.. 0 24528 . 0 . .41945 0 42,695

:2,. PROGRAM MANAGEMENT .

The Program Management component consists of (a) the Deputy
Superintendent for Programs and his elementary, secondary and adult -
~education and special programs and support activities managers, together
with the support activities for bilingual-bicultural education, special edu-
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cation, vocational education, compensatory education, child develop-
ment, curriculum services, and planning and federal administration, (b)
the Deputy Superintendent for Administration’s Division of Financial
Resources and Distribution of Aid and Division of Administrative Services.

The Program Management budget provides for continuation of a fourth
Associate Superintendent position. This position was created in 1975-76 on
. a one-year trial basis and is now proposed as a permanent posxtlon We
concur.

3. MANAGEMENT SERVICES

~The Management Services component con31sts of administrative and
financial support services to the department’s program operations. Ad-

ministrative services include personnel and training and management
 analysis. Financial services include budgets, fiscal reports, accounting,
audits, and business services. The Management Services budget includes
two proposed new positions: (1) an associate management auditor in the
Internal Audits Office; and (2) an associate personnel analyst in the Per- -
soninel and Training Office. The new positions are proposed to meet pro-
jected workload demands in both units. Both positions will be funded
through indirect cost charges. We concur.

B. SPECIAL SERVICES

The special services element supports the (1) State Board of Education,
(2) Education Commission of the States, (3) advisory commissions and
committees, (4) Advisory Council on Vocational Education, and (5)
Council for Private Postsecondary Educational Institutions.

Table 63 summarizes expenditures and funding for this element.

Table 63
Special Services Expenditures and Funding

Actual ~ Estimated - Proposed 1976-77 Change-

: Component 1974-75 1975-76 1976-77 Amount - - Percent
State Board of Education.............. $105,153 $149,125 $153,120 $3995 - 26%
Education Commission of the

States : 22,086 35,000 - 35,000 — —
Advisory Commissions and com-

mittees 207,156 311,841 320,024 - 8,183 26
Advisory Council on Vocatxonal . : :

Education ... ciineeennneeseens 177,339 333,409 259,080 —74329 . - —223
Council for Private Postsecondary . :

Educational Institutions ........ 4,905 11,100 11,600 500 45

Totals - $516,639 $840,475 $778,824 $—61,651 " ~1.3%

General Fund ............oueoeseeveenn, 339,286 507,064 443,708 —83,356 158
Federal funds .. e 177244 313411 335,116 21705. - 69
Reimbursements... 109 R — — e

C. INDIRECT COST UNITS
-The Department of Education utilizes an indirect cost allocation proce-
dure for departmental administrative activities which support and are
~ distributed to all programs on the basis of direct labor costs incurred by
the programs.
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Table 64 summarizes allocation of costs of these' umts

Table 64
Allocation of Indirect Cost Units

Actual . Estimated  Proposed  Change
i 1974-75 1.9_75j76' 1976-77 1976-77
Management financial resources and distribu-

““tion of aid', $59.996 $67,251 $68,901 $1,650
Fiscal management SErVICeS.......uurumurummuiisns 45,770 60,844 62,271 1,427
Budget office . 253,047 206,146 300,469 4,323
Fiscal reports office 178,134 294 570 305,481 10,911
Accounting office . 1,064209 °  1203,714 1,232,090 - - 28376
Business service office ........uiermmmsssssssensees 400,578 416,230 432,123 15,803

- Internal audit unit ...... T 54,463 66,265 91,014 24,749
- Personnel and training office........o..cccrreereereene: 265,488 308,447 346,947 38,500
Management analysis office ......... 121,592 143,761 148,599 4,838
: Elementary education management ... 11,281 84,545 86,398 1,853 -
" Secondary education | management... 125,462 84,643 86,298 1,655
* " Vocational education group manageme 157,763 204,721 210,063 5,342
Adult education management ......._..c.occnone.e 56,279 79479 - 81,283 1,504
-Special ‘programs and support services man- o ' o
‘ agement — . 114,178 117,367 3,189
Planning and federal programs consohdahon )

ZrOUD MANAZEMENL ..ovveesevvessrrsiesnsissrsserson - 62,773 -.63,507 734
Child development group management . 78235 0 87642 91,999 4357
Special education group management ............ 61,240 138,983 141,875 2,892
State schools group management ...........cc..... . 44,346 99,877 102,779 12,902
Compensatory education group management 159,836 131,612 134,359 2,747
Curriculum services group management ........ 242,308 88,922 90,326 1,404
Libraries division management.................cc..... 349,805 396,593 407,814 11,221
Administrative services division management 47,144 64,579 69,188 4,609
Information dissemination .........o..osieemsssesconns - . 79,575 81,615 - 2,040

Totals, Departmental . .. $3776976  $4,575350 $4,752766  $177,416

~ Statewide cost allocation ....... o * 441550 720,000 770,000 50,000

Totals, Indirect Costs .......... .. $4218526  $5295350 - $5,522,766  $227.416
Less distribution to programs ... —4218526 —5,295350 —5,522,766
Net cost - — : -
Reporting

We recommend the Department of Education submit to the Legislature
by March 15, 1976, a response to the recommendations of the Departmient
of Finance concerning the indirect cost allocation system.

The Department of Finance has completed a review of the Department
of Education’s indirect cost allocation procedures pursuant to a recom-
mendation in our 1975-76 Analysis. The Department of Finance report
states “Generally, we found the indirect cost system of the department to
be -adequate to record, distribute and recover indirect costs. There are
improvements which could be made in the system, but overall, we found
that the system conforms with generally accepted accounting pnn01ples _
and procedures.” The report also made several recommendatxons for im-
provmg the 1nd1rect cost allocatlon system. -
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: D. SERVICE UNITS
The service units are departmental activities which provide direct sup-
port to operating units of the department but which are centralized to
avoid duplication and permit greater efficiency. The units charge for
services at established billing rates which offset costs of operation. Table
65 summarizes expenditures of these units.

Table 65
Expenditures of Service Units

Actual Estimated  Proposed ~ Change
1974-75 1975-76 1976-77 - 1976-77

Publication office $493,340 $575,200 $597,835 $22,.635
Media services 44,346 121,845 | 123705 1,860
EDP management . » 95859 = 82589 80,226 ~2,363 -
Duplicating services 354,956 360,610 389,440 28,830
Word processing Center.......ummmnmiiimns 137,175 158459 168,305 10,046
-Program evaluation-management information ' .
center 165,923 268,328 299,040 30,712
Consolidated application and resources man-
agement — 588,475 607,020 18,545
Systems and program SUPPOTt ........cuerersevessmces — 130,778 230,779 100,001
Totals, Service Unit COSES .....rerrrerrrmssnsens $1,201,509 - $2,286284  $2,496,550 - $210,266
Less user charges —~1291599 2286284 -2496,550
Net cost ; — — —

ESEA Title V-IVC Funding

Of significant aid to the department s management function is the fed-
eral ESEA Title V-IVC program which provides funding for the purposes
of “strengthening state departments”. The proposed use of these fundsin
1976-77 is shown in Table 66.

Table 66
ESEA Title V-IVC Expenditures for State Operatlons

Actual - FEstimated  Proposed ,
1974-75 1975-76. 1976-77 Change

Elementary. Education:

Planning $58,315 $55,406 $56,000 $594
Field Services © 41,112 417872 - 425372 7,500
Curriculum frameworks .........c...cuveessersecnnes 42178 48,863 55,241 6,378
Secondary Education:
Planning 36,425 120,971 123,011 2,040
Field Services —_ 134,646 136,261 1,615
Career education 156,864 221,399 228,693 7,204
RISE 152,163 — — —_
Adult Education: .
Planning . 93,659 211,270 216,269 4,999
Speﬁg @ Programs and Support Services: _ ‘
Planning 208,131 199,295 202,877 3,582
Nonpublic school Haison ............cceemwemmconne: 50,024 62,914 63,438 524
Sickle cell 51,658 —_ — -
Gifted and talented .....o....coommvvrrrmermncerennenes 31,219 55,857 52,993 —2,864
Continuous 1earning ...........ceveeesessereecsssonees 56,755 68,460 69,834 1,374
Metric Education 70,185

Environmental Education Co-0p ........c.cc.... - 19,394 14,602 —_ —_14,6()2
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Administrative Support Services:
SchoolDistrict Management

Assistance teams ... .o 319,894 493915 480,936 -12,979
Department Ma.nagemen _ pecxal ervr i .
‘joes: ' PR : :
* Labor, industry: and educahon harson........' 1,500 " 5,500 6,000 500
Student liaison . 27,614 - 37,355 89,270 1,915
Joint Committee on COalS .-ooiecrrecrsne 76,000 — - —
Program evaluahon-adnumstrahon ............ - 396,380 518,185 . 528630 - 10,445
. State ‘assessment ..... : - 285850 360325 - - - 372,525 12,200
Policy analysis and special pro;ects 220,002 277370 -+ 285,365 7,995
" Conflict and. violence.....ou. v 48,106 ° e e =
- EDP-information systems:....... 155380 - - 202,930 - - 164,235 ~38,695"
PCA modification : 127,000 e R
Mexican-American Advisory Commrssxon - 60001 . 68815 68,830 . - 18
Regional evaluation improvement center - - 859,307 370,312. - : :'390,460 20,148.
.. Deputy Superintendent for Program-....... T == 50005 . 52,690 . 2685
. Indian ‘education centers evaluation .. = 18130 0 — =18,130-
: Consohdated Grant Management CTB64T T 47000 T 47000
. Total Expendltures...._... e $3,727.372 - $4,061,397 $4,018930. ¢ $-42,467
.- Add Planined Carry-over - 856962 - 1,406,383 - - 780,14 | —626242 .
Total Avaulahh= i esstasnssinsisss j ; $4584334 $5,467 780, '$4,799,U71 <'$—668,709 -
PROGRAM |V

; . LIBRARY SERVICES
1. STATE LIBRARY

. The lerary Services Program (1) furmshes reference materials and -
- services for state government. officials and .employees, (2) maintains a -
hbrary specxahzlng in California history, and (3) provides consultant and
resource services to the 182 city and county public libraries in the state.
“The State library also provides leadership to the state-funded cooperatlve
public library system. More than two-thirds of the public libraries in the -
state have been consolidated into 20 cooperative systems.
_Expenditures and funding sources for the four elements of the Library
Services Program and local assistance to the cooperative library system are
summarized in Table 67.
Table 67
Expenditures and Funding Sources of the Library Services Program
Actual Estimated -~ Proposed = _1976-77 Change
. 1974-75 - 1975-76 1976-77 .- Amount. - Percent
Program Element .
A. Reference -and research. for - v : _
the Legislature and state agen- P o
" cies $430,808 $402,393 $392,940 $—9453 —2.3‘%

B. Statewide library support and v
1. development ........... diereerasacerass 8,735,535 6,231,124 7,156,451 925327 149
C. Special clientele services ....... 549,511 453,808 458,775 4,967 11

', D. State library support services . 1,547,378 . 1,934,147 - 1977106 42,959 22
F $11263.232  $0,021472 - $9.985272  $963.800 10.7%

State Operations:

- General Fund . rvvossrasimsrarinne $2756,754  $3289.567  $3348795 $59,298 1L 87
Federal funds ..... " 864,821 933,939 964,404 30465 33
Reimbursements..........cocoorns 132371 69,525 71,081 1556 22

Local Assistance:
General Fund ... 1000000 1000000 1,000,000 —_

Federal funds .......revisivin 6509286 3,728,441 4600000 875551 234
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Table 67 indicates an increase of $0.9 xmlhon or 14.9 percent in Element
B, statewide library support and development. This increase is comprised
almost entirely of federal funds which are being carried forward fmm
1975-76 to 1976-77 for automation of the union catalogue.

Automation of Services

We recommend that final conisideration. of the ]eve] of support for the
State Library (Item 342) ‘be deferred until after the completion of a

. feasibility study on the automation of services for Books for the Blind and -

Physically Handicapped section. - .
The U.S. Library of Congress provides materials to the Staste Lﬁbfafry to
serve the needs of the blind and physically handicapped. The $tate Li-

- brary, through the Books for the Blind and Physically Handicapped sec-

. tion (BBPH), provides staff and facilities for the circulation, mamtenance
and control of these materials.

The present system is almost totally manually operated BBPH persem-'
nel select materials (Braille, phonograph, records, magnetie tape or_cas-
~ settes) based on a client’s request or interest profile. These materials are

- then charged out on indefinite loan and mailed to a client’s residence.
" The State Librarian is presently conductmg a study on the feasrbrhty of .
- _-automating this process The study is scheduled for completxon on Apnl

~1,1976.
- “Based on prehmmary estlmates from the State Librarian, developmen-
tal costs for the preferred alternative, an optical bar-code scanning circula-
“tion system; would require General Fund increases of $321,000 in 1976-77
and $163,000 in 1977-78. There would also be addltlona.l operatmg eosts
starting in 1978-T9 which may be offset, partially or in total, by staff
savings. Because the feasibility study will be completed and available
during the Legislature’s consideration of the 1976-77 Budget Bill, we are
. recommending deferral of that issue untrl the results can be revxewed and
evaluated.

2. ASSISTANCE TO PUBLIC LIBRARIES

In the 1973-74 Analysis we recommended that the State Librarian be
~ directed to develop a new formula by November 1, 1973, for allocating
state support to the cooperative public library systems. In response to that
recommendation, the State Librarian decided there was a need for.a mere
comprehensive study on all aspects of the cooperative system and request-
ed an extension of the deadline for the development of a new allocatlon
formula.

The study was completed in June 1975, and proposed that future fund-
ing be based on demand as measured by the volume of interlibrary loan
and reference requests. As proposed by this study, there would be:a first
year state cost of $3.2 million (the present level is $1 million) increasing
to $9.6 million in the sixth year. The study and various alternatives have
been under review since June 1975. The State Librarian anticipates that
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related leglslatlon will be introduced sometime in 1976. We believe that
any funding for the proposed changes should be carrled in the related
: leglslanon

' COrNTRI_Bl_(JTlONS‘ TO THE TEACHERS’ RETIREME‘N_T»FUND
Item 343 from the General

Fuad Budget p. 889
Requested 1976-77 ....... iorietesetsbereasherebesbasesretsaetsresiaeaseenrorsbes e $135,000,000
Estimated 1975-T6.........ccocirvvvniormrnsioseereisisreeraessivsseersinsssensesevens e 135,000,000
Actual 1974-75 ...ocoiiiivivnnivrennnenns eererenneres evbreseretesesaare et beasasainebes 135,000,000

_ ..Requested increase None - : _ e
' Total recommended reductlon .................................................... None

GENERAL PVR'OGRFAM STATEMENT

Centnbutlons to the Teachers’ Retirement Fund come from three
sources: teachers, school districts, and the state’s General Fund. -

Prior to Chapter 1305, Statutes of 1971, teachers’ contnbutlons were
based on a schedule which varied with the member s sex and age at entry
. into the system, averagmg 7.4 percent of salary. The school districts.con-
- tributed a maximum (limited by a tax base schedule) of 3 percent of
teachers’ salaries plus $6 semiannually per teacher. The state General
Fund contributed the annual difference between benefits due and pay-
able and the combination of (1) annual school district contributions and
(2) ‘teacher contributions plus interest. The system was not actuarially
funded because the employer (district) contributions were inadequate to
cover the employer obligation for benefit payments. As a result, the un-
_funded accrued liability of the system exceeded $4 billion in 1971. :

Chapter 1305, which became operative July 1, 1972, placed the system
on a more nearly funded basis by (1) requiring, begmmng in fiscal 1972~
73, an employer contribution rate of 3.2 percent of salary for certified
employees, increasing by an additional 0.8 percent annually thereafter to
a‘total of 8 percent in 1978-79 (it also increases the school apportionment
. program in the Department of Education in scheduled steps from $8 per

- ADA in 1972-73 to '$20 in 1978-79 to assist low-wealth districts with their
employer contribution), (2) establishing an employee contribution rate of
8 percent of salary and (3) providing an annual General Fund appropria-
tion of :$135 million for 30 years to finance the post-1972 benefits of all
members and beneficiaries on the retired roll as of July 1, 1972. After 30
years, the Teachers’ Retirement Fund was expected to have sufficient
assets to meet all post-1972 benefit costs without the annual $135 million
General Fund appropriation. However, the $4.3 billion unfunded liability
resulting. from benefit costs incurred prior to July 1, 1972 was expected to
‘be earried on unchanged into future years.




752 / K-12 EDUCATION : Item 343
'CONTRIBUTIONS TO THE TEACHERS" RETIREMENT FUND—Contmued

: ANALYSlS AND RECOMMENDATIONS

-.We recommend approval.
This statutorily required $135 million appropriation is essential for.the
actuarial funding of the Teachers’ Retirement Fund, as d1rected by Chap-
“ter 1305. . , o

Unfunded Llablllty Increases

- Chapter 1305 was not designed to reduce the pnncxpal amount of the-
$4.3 billion unfunded liability already accrued at the time of its enactment.
Rather, it was designed to keep that-amount from growing by funding (1)
~ the long-term benefit costs of teachers retiring after 1972, (2) the ongoing
- benefit costs of the pre- -1972 retirees and (3) mterest-costs on the accrued '
' unfunded liability. -

‘However, mﬂatlon-related salary i 1ncreases dechmng mortahty rates for
retired teachers, lower turnover rate in the system’s membership and an
_ increasing number of early retirements have caused long-term benefit
- costs to rise faster than anticipated at the time when the funding mech-
anism for Chapter 1305 was developed. As a result, the contribution levels -
‘contained in Chapter 1305 proved to be 1nsufﬁment to cover the increas- -
ing long-term benefit costs and the unfunded liability has increased from

. $4.3 billion in 1972 to $5.3 billion in 1974 when the last actuanal valuatlon N

- time. -

was commissioned.

If not corrected, there wﬂl be contmumg increases in the. level of un-

funded liability which will cause substantial long range fiscal problems.
For this reason, the State Teachers’ Retirement System has recently
commissioned a new actuarial study. of the long-term benefit costs, the
‘results of which will be available by mid-1976. If this study shows con- ..
. tinued increase in the amount of the unfunded liability, it will be appropri- -
ateto consider legislation for its reduction and eventual elimination at that

= Because the’ current cash ﬂow of the Teachers’ Retlrement Fund shows -

income substantially’ exceedmg outlay, the deferral of any corrective ac-
tion until mid-1976 should not result in serious fiscal problems. If, however,
additional benefits are to be granted prior to mid-1976, then we believe
that correcting the funding shortage for currently authonzed benefits .
- should be of higher priority. L :
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COMMISSION FOR TEACHER PREPARATION AND LICENSING
Item 344 from the Teacher Cre-

dentials Fund Budget p. 895
Requested 1976-77 .......ccovvvveicvenenn. eirbeeesressiaresrsereesrereeneenrraaearennes $2.505,334
Estimated 1975-76........cccooovevivrernnns eveuissaesietsrastessasbetsresenenterareres 2,327,406
ACKUAL 1974-T5 oot eressstssesssesesessssessssonsses 2,089,678

Requested increase $177,928 (7.6 percent) ' .
Total recommended TEAUCHON .ovvivieieererirciricierrecsrese e esdanns None

GENERAL PROGRAM STATEMENT

‘The Commission for Teacher Preparation and Licensing was estab-
lished by Chapter 557, Statutes of 1970 (the Ryan Act). The functions of
the commission are to (a) review and approve teacher preparation pro-
grams in institutions of higher education, (b) develop and administer
subject matter examinations as a method of credentialing teachers, (c)
issue teacher and service credentials, (d) enforce moral and medlcal
standards prescribed in the Education Code and (e) administer the order-
ly transition of powers, duties and regulations necessary to implement the
state’s teacher credentialing program as described in the Ryan Act.

‘Table 1 summarizes expenditures and fundmg sources for the functlons
of the commission. :

Table 1.
Expenditures and Funding of the Commission
for Teacher Preparation and Licensing

- Actual Estimated Proposed - Change
Functions 1974-75 1975-76 1976-77 Amount  Percent

‘/a. Approved Programs.............. $328,348 $353,893 $408,766 854,873 15.5%
.. Examination Development 224,170 266,458 342977 76,510 28.7
. Licensing.........ummrermerssesnnnns 1,273,882 1,284,400 1,294,299 9,899 —

d. Standards ... 272,581 494,026 459202 35266 83
€. AAMIniStration...........o.... (506,231) (593,323)  (T40756) - (147433)  (249)
f. Teacher Evaluation Study... 1,144,869 1,341,558 1,301,663 -39,895 =30
Totals oocenrecrssnssrensersnnas $3,243,850 $3,670,335 $3,806,997 $136,662 3.7%
Teacher Credentials Fund ...... - 5,089,678 2,327,406 2505334 177,928 76
Federal funds .............iouic..i. 1144869 1,341,588 1,301,663 - 39,895 =30
General Fund.............ocvcounn.. 9303 1371 = — -
Personnel man-years.............. 107.6 - 100 108 8 8.0%

ANALYSIS AND RECOMMENDATIONS

We recommend approval.

Two new positions are provided to assist in monitoring, revising and
evaluating college and university programs. Five temporary help positions
are provided to meet the anticipated surge in license requests resulting
from the extension of the deadline for receiving Fisher Act credentials.
One new position is provided to ensure timely investigation of sensitive
cases involving questions of professional standards.

After reviewing the projected level of workload in 1976-77, we believe
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' COMMISSION FOR TEACHER PREPARATION AND LICENSING—Continued . -

that the Governor’s Budget has provided the Commission for Teacher
" 'Preparation and Licensing with an adequate level of support. ‘

' POSTSECONDARY EDUCATION

General Statement ...........ocvreienenninineesieneseseesesesseessesessisnns . 754
California Postsecondary Education Commission (Item - Lo
BAB) ...t rass ettt ia st nes s senseesaes 764
University of California (Items 346-358) .........cocoevvurrenns . 770
Hastings College of Law (Item 359) .......ccoivivveiinnnennenriecscnnns ' 836
California State University and Colleges (Items 360-361) 843
“California Maritime Academy (Item 362) ......cccccovvuvrevereonren: - 898

Board of Governors of the California Community Colleges
(TEEINS 3B3-366) ......eoceeccreeecnrenneane i lvran e sesisssssioseesissossens 904
Student Aid Commission (Items 367-370) ..........cecoeveeverioniee © 920

POSTSECONDARY EDUCATION GENERAL STATEMENT - i

Postsecondary education consists of formal instruction, research, public:
service, and other learning opportunities offered by educational institu-
tions that are accredited by agencies recognized for that purpose or are
otherwise eligible for state fiscal support or to participate in state pro-
grams. Postsecondary education primarily serves persons who have com-
pleted or terminated their secondary education or who are beyond the
age of compulsory school attendance.

This general statement section sets forth data which relates to all post-
secondary education in California. Its purpose is to provide historical infor-
mation and comparative statistics to supplement individual agency and-
segmental budget analyses. Information on postsecondary education orga-
nization, functions, enrollments, expenditures, sources of support, student‘
charges, and costs per student follow. . .

Organization -

_ California’s system of public postsecondary educatlon is the largest in
- the nation and currently consists of 135 campuses serving over one million’
students. This system is separated into three distinct public segments—the
University of California, the California State University and Colleges and
~ the California Community Colleges. Three public institutions in Califor-
- nia’s postsecondary education system fall outside this tripartite classifica-
tion: The California Maritime Academy, a state institution; Otis Art-

Institute of Los Angeles, a county institution; and the U.S. Naval Post-
graduate School at Monterey, a federal institution.

In addition to the public system, the California Postsecondary Educa-
tion Commission reports there are approximately 70 independent colleges
and universities serving 156,000 students; 2,000 private vocational and
technical schools serving an unknown number of students; 472 adult edu-
cation institutions sponsored by high school and unified school districts
serving an estimated enrollment of 1.7 million students and 65 state sup-




