Item 71 : Youth Authority

Department of the Youth Authority )
TRANSPORTATION OF INMATYES- AND PAROLE VIOI.A'I'ORS
ITEM 71 of the Budget Bill Budget page 158

FOR SUPPORT OF TRANSPORTATION OF INMATES AND
PAROLE VIOLATORS FROM THE GENERAL FUND

Amount requested in Budget Bill_. -~ ——— ... $55,413
Budget request before identified adjustments_._ .. $52,620
Increase to recognize full workload change . ___ 8,950
Budget as adjusted for workload change_______________ $61,570
AdJustment-——undetaﬂed reduction .(10 percent)___' ______ 6,157

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ . None

BALANCE OF UN DETAILED REDUCTION-—REVI EW PENDI NG $6,157

ANALYSIS AND RECOMMENDATIONS o

This appropriation request provides for the following expenditures:

1. Transportation expenses for local law enforcement ‘delivering
wards committed to the Youth Authority to the reception centers of
the agency. .

2. Travel expenses of departmental transportatlon ofﬁeers transfer-
ing wards to and between various state and local institutions.

The $55,413 requested for these functions in 196768 is an 1nerease of
$1,256 over the amount expended in 1965—66.

EDUCATION

SUMMARY OF STATE EXPENDITURES FOR EDUCA‘I’ION

In 1967-68, as in the past several years, staté expenditures for
~ edueation will continue to account for the largest share of the budget
dollar. Budget summaries indicate that in the budget year more than
$1.7 billion: will be expended by the State of California for all facets
of public education; this represents over 54 percent of the General
Fund dollars that will be expended during the budget year. These
expenditures include support for the University and the state col-
lege system, support for the public schools through the State School
Fund, support for special programs such as vocational education and
compensatory education, debt service on public school bonds and
capital outlay for the University, the state colleges and the state-
operated special schools ‘for handicapped children. Table I shows the
total state expenditures from bond funds and from the General Fund
for the past fiscal year, estimated expenditures for the current year
and -the proposed.sums for 1967-68. The budget proposes that total
state expenditures for education will decrease by $127 m1lhon below
the present level.
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Summary of State Expenditures for Education—Continued
S Table |

State Expenditures for Education
(In thousands)
: Change from
STATE OPERATIONS: 1965-66 1966-67 1967-68 , 1966-67

Department of actual estimated  proposéd Amount Percent

Hducation —_______ $6,982 $8,159 $7.875 3—284% —3.5
Special schools _______ 6,194 6,792 6,076 —716 —10.5
University of ‘

California 1 _______ 208,281 243,964 196,607 —47.357, —19.4
California State ]

Colleges _——_______ 136,624 175,172 154,246 —20,926 —I11.9
Other2 _____ ______ __ . 4,692 6,027 6,630 603. —10.0

Totals, State
Operations _____ $362,773 $440,114 $371,434 $—68,680 —15.6
CAPITAL OUTLAY:
University of
California 1

General Fund ______ $1,540 $1,370 — $—-1,8370 —100

Bond funds . ______ 57,613 66,062 $55,862 —10,200 154
State Colleges

General Fund ______ 1,132 1,497 . —1,497 —100.0

Bond funds —_______ 28773 118,940 74,244 —4}},696 —37.6
Special Schools

General Fund ._____ 27 147 99 —}8 327

Totals, Capital
Outlay —__—__ $88,085  $188,016 $130,205 $§—57,811 —30.7
General Fund ____ 2,699 3,014 99 2,915 —100.0
Bond funds ______ 85,386 185,002 130,106 —54896 —29.7
LOCAL ASSISTANCE:
Public school support - $994,484 $1,096,623 $1,103,803 $7,180 -+-0.06
Teachers’ retirement __ 59,750 61,000 52,000 —9,000 —147
Debt service .

(General Fund) —_.__ 50,110 54,492 55,742 1,250 +2.3
Free textbooks ___.____ 7,263 18,615 21,586 2,971 +15.9
Child eare centers _—_._ 7,275 7,834 7,834 — _—
Voeational education __ 230 1,430 1,430 — —
Assistance to local

libraries ________ 800 1,000 800 —200 —25.0
Junior college assistance - 350 . —350 —100.0
Compensatory education 904 12,472 10,000 —2,472 —206

Totals, Local e

Asgsistance —____ $1,120,806 $1,253,816 $1,253,195 $—621 _—

General Fund ____ $1,120,806 $1,253,466 $1,253,195 §—271 —

Bond funds ______ _— - 350 - —3850 —100
GRAND TOTALS _._._.__ $1,571,664 $1,881,946 $1,754,834 $—127,112 —6.7
General Fund _______ 1,486,278 1,696,594 1,624,728 —71,866 —42
"Bond funds . __ 85,386 185,352 130,106 —55246 —29.9

1 Includes Hastings and College of Medicine, .
2 Ineludes Coordinating Council, State Scholarship Commission and Maritime Academy.

STATE SUBVENTIONS FOR PUBLIC EDUCATION
State subventions for public education constitute the largest single
segment of the total amount expended by the state for the education
function. A summary of these subvention programs appears in Table II.
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Summary of State Expenditures for Education—Continued

It includes support for the public schools from within and without the
State School Fund, assistance for compensatory education programs
and for children’s centers, support for the Miller-Unruh Basic Reading
Act, support for the free textbook program, contributions to the
teacher’s retirement program, support for vocational education, sup-
port for the elementary reading program, and federal subventions for
a variety of special programs including the 1965 Elementary and Sec-
ondary Education Act. All programs supported by the General Fund
are discussed elsewhere in this analysis. During the 1967—-68 budget
year it is estimated that total state funds allocated to school distriets
will total $1.3 billion, while federal subventions will total $148 million.

Table 11
Subventions for Education—1967-68

TOTAL APPORTIONMENTS FOR PUBLIC SCHOOLS
State School Fund Apportionment Sources:

General Fund $1,074,653,600
State School Fund miscellaneous revenues__...__ 2,650,000
California Water Fund 250,000
Driver Training Penalty Assessment Fund_____ 11,000,000
Subtotal : $1,088,553,600
Programs Funded Qutside School Fund: .
Education television 650,000
Educationally handicapped minors ._._.___._____ 10,000,000
New junior college districts —— . _____ 3,500,000
Elementary school reading program__._.________ 4,000,000
Subtotal, General Fund $18,150,000
Total $1,106,703,600
CHILDREN'S CENTHERS )
General Fund 7,833,702

CONTRIBUTIONS TO STATE TEACHERS' RETIREMENT
FUND

General Fund 52,000,000
FREE TEXTBOOKS :

General Fund 21,585,649
DEBT SERVICE ON PUBLIC SCHOOL BONDS

Genéral Fund 55,742,491

Public School Building Loan Fund1 ___________ 12,785,000

State School Building Aid Fund® _______ - _____ 23,435,000

Total . $91,962,491
GRANTS TO TEACHERS OF PHYSICALLY HANDICAPPED

MINORS 150,000
ASSISTANCE TO PUBLIC LIBRARIES .

General Fund 800,000

NATIONAL DEFENSE EDUCATION

Title III2 . 5,397,189
Title V 2 . 1,886,782

_ Total o $7,283,971
SCHOOL LIBRARY RESOURCES
Federal funds 2 $8,989,003

1 Neither receipts nor expenditures are included in overall budget totals,
2 Neither receipts nor expenditures of federal funds are included in overall budget totals.
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Summary of State Expenditures for Education—Continued
Table 11—Continued
Subventions for Education—1967-68 -
ADULT BASIC EDUCA'.I.‘ION R r
Federal funds2. . L 1,708,400
COMPENSATORY EDUCATION o .
General Fund . 10,000,000
Federal funds 2 L . 89,312,256
Total _. : . ’ . .$99,312,256
SCHOOL LUNCH PROGRAM ] - )
Federal funds 2 . : 6,300,000
SPECIAL MILK PROGRAM ’ ’ - '
Federal funds 2 : 9,100,000

VOCATIONAIL EDUCATION :
REIMBURSEMENT TO. SCHOOL DISTRICTS

General Fund ' 1,430,271
Federal funds 2 . - - 24,921,877
Total ___: $26 352,148

TOTAL SUBVENTIONS FOR EDUCATION, ALL SOURCES""4 $1,440,081,220

: SUBVFNTION DETAIL
General Fund $1,242,345,713

State School Fund

California Water Fund i 250,000
Public School Building Aid* __________ S 12,785,000
State School Building Aid Fund* ____________ 23,435,000
Driver Training Penalty Assessment Fund . 11,000,000

Federal funds S 147,615,507

TOTAL FEDERAL SUBVENTIONS TOR PUBLIC SCHOOLS__ $147,615,507
TOTAL STATE SUBVENTIONS FOR PUBLIC SCHOOLS____. $1,292,465,713

1 Neither receipts nor expenditures are included in overall budget totals.

2 Neither receipts nor expenditurés of. federal funds are included in overall budget totals.

3 Total state subvention for education including bond funds which are not included in overall budget totals.
4 Docs not include $15 million for Unruh-Preschool Act included in Department of Social Welfare budget.-

STATE SCHOOL APPORTIONMENTS: THE STATE SCHOOL FUND

The largest single item of state expenditure for education is rep-
resented by transfers made from the General Fund to the State School
Fund for apportionments to local school distriets for a variety of state
assisted programs. As illustrated in Table II, it is proposed that approx-
imately $1.1 billion be expended during the budget year for this pur-
pose in 1967-68. Of this sum, $970 million is for the -continuing pro-
gram and $40 million represents a statutory increase caused by growth
in enrollment.

Derivation and Distribution

In order to show how money in the State School Fund is apportloned
we have included Table III which illustrates the derivation and the
distribution of the State School Fund and includes the estimated
figures for 1966-67. The annual transfer of money from the General
Fund to.the State School Fund is referred to as the derivation of the
fund which relates certain statutory and constitutional amounts per:
pupil in average daily attendance (ADA) to the total ADA of the
preceding year. After the State School Fund is derived, it is dis-
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tributed or divided into various parts for specifie edueatlonal pro-
grams and activities specified by statute as eligible for state support.
These programs include basic and equalization aid which eomprise the
foundation program, support for special education, pupil transporta-
tion and . programs for the mentally gifted. Once the school fund has
been distributed it is apportioned as allowances to school districts and
to county superintendents according to formulas -in. the HEdueation
Code. ‘A total of $997 million was apportioned .to sechool distriets and
county offices during 1965-66, the last completed fiscal year. This figure
does not include an additional amount of $17 million for various pro-
grams and activities financed ‘outside of the unit rate used to eompute

the State School Fund.
Table 11

Summary. of the Elements of Derivation and Dlstr‘lbutlon of the
State School Fund Estimated for 1966-67

.I. ELEMENTS OF DERIVATION

Statutory .
. unit ADA
Item and Education Code Section ‘ rate factor Total
Statutory minimum, Sec. 17301(a). _-—____ $180.00 4,576,715 ..  $823,808,700
Plus additional funds, as L : . ) .
*'needed, Sec. 17801(b) . _________ 55.641 4,576,715 254,648,423
Subtotal $235.64 . $1,078,457,123
Relmbursements
Driver training, Sec. 17305 9,703,350
Project-connected ‘pupils, See. 17307 234,807
Less -adjustments 2 —111,150
Total State School Fund Derivation $1,088,284,130
II. ELEMENTS OF DISTRIBUTION
Statutory
. ) . , unit ADA
Item and BEducation Code Section rate " factor Total
Distribution Under Sec. 17303 : : i :
Basic and Hqualization Aid 17303 ______ - $180.00 4,576,715 $823 808 700
Distribution Under Sec. 17303.5: - not to . :
County School Service Fund, exceed
direct services, Sec. 17303.5(a) _ 1.60 4,576,715 ° © 7,322,744
Pupil Transportation, Sec. 17303. 5(b) s 4.00 4,576,715 18,306,860
Special Education, Sec. 17303.5(¢) —_____ 9.36 4,576,715 44,073,765
County School Service Fund, )
other purposes, Sec. 17303. LI ) — 3.06 4,576,715 14,004,748
Mentally Gifted Programs, Sec. 17303.5(e) - 80 4,576,715 8,661,372
Basice and equalization aid, See. 17303.5(f)  36.55 4,576,715 - 167,278,934
Subtotal $55.64 . $254,648,422

Total -distributions under Secs. -

$1,078,457,123

17303 and 17303.5 e
Plus } .
Driver training

© 9,703,350

Project-connected pupils

234,807

-Less adjustments 2

Total State School Fund distribution

.—111,150

1 As amended by Chapter 32, 1964 First Extraordmary Session (AB 145, Unruh).
2 Bstimated savings and advances.
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The Foundation Program

State allowances for school districts for their regular instructional
program are based on a foundation program concept. The foundation:
program is based on the assumption that the state and local school dis-
tricts should guarantee every pupil at the elementary, secondary and
junior eollege levels a minimum acceptable level of financial support.
For example, the present foundation program at the elementary level is
$249 per unit of average daily attendance. This amount refers to the
combination of state and locally raised money which always includes a
basic aid guarantee of $125 per ADA. In addition, a district, depending
on its wealth (the amount of assessed valuation behind each unit of
ADA) may receive additional state support in the form of equalization
aid if it is determined that the total amount of basic aid and distriet aid
(determined by a computational tax rate), is insufficient to guarantee
the given foundation program of $249 per ADA. In addition to the reg-
ular foundation program the state also maintains a so-called ‘‘supple-
mental support program’’ which provides additional state and local
support for less wealthy school districts.

Significant Increases in State Support for the Public Schools

During the period 1956-57 to 1966—67 state support for the public
schools expanded from approximately $500 million to over $1.2 billion.
The large increase in local assistance has been caused by several factors
which include a 77 percent increase in enrollment, legislative increases
in the foundation programs, and newly established categorical aid. pro-
grams for reading, compensatory education and preschool edneation
designed to expand and improve instruction in these areas.

Table IV illustrates the increases in state support that have oceurred
between 1956-57 and 1966-67 as measured by the major components
for the instructional program. The table is divided into two parts.
Table IVa depicts increases in state support caused by enrollment
growth and increases in the unit rate placed in the State School Fund
to finance the foundation programs for pupils enrolled in the regular
and special education programs. Table IVb illustrates the new cate-
gorical aid programs such as the Miller-Unruh Basie Reading Act, the
Unruh Preschool Act and the McAteer Act which have been estab-
lished during this period.

The table illustrates that of the $625 million increase in state sup-
port, $397 million was caused by enrollment growth and $228 million
represents legislative inereases in the regular programs financed
through the State School Fund. The figures illustrate that the Legisla-
ture has appropmated to the State School Fund the equivalent of a
136-percent increase for the period, although average daily attendance
increased by only 77 percent. An additional amount of approximately
$34 million represents the sums authorized for the new categorical aid
programs, These massive increases have enabled the state to maintain
a sharing relationship with the local districts of approximately 40 per-
cent of the total current expense of education which has generally been
characteristic of the sharing relationship for the last 10 years.
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Significant Increases in State Support for Education 1956-57—1966-67

1-a: Regular program 2
ADA
Amount
Increase over preceding year shown in table___
Growth
Unit rate increase

1-b: Categorical aid programs?
Pilot program in compensatory education___.__
Unruh Preschool Act
McAteer Act
Miller-Unruh Basic Reading Act_____________
Chap. 106, 1966 Stat. (SB 28) ______________
Educational television
Development centers for handicapped minors_._
The Waldie-Act: educationally handicapped
program

1 Unadjusted and rounded.
2 In millions.

8 Increase in supplemental support program authorized by 1966 Legislature, financed within above unit rate.

1956-57
2.6

$461

Table 1V

1961-62
3.6

$724
$263
$180

$83

1963-64  1964-65 1965-66 196667
40 42 44 46
$832 $028°  $1,088°  $1,086
$108 $96 $110 $48
$80 $42 $47 $48
$28 $54 $63 e
$0.3 $0.3 _ _
c T $2.0 $4.0
— - 10 1.0
_ = _ 9.0
= _ = 11.0
— 011 4 9
- 012 5 10
- 4 2.0 7.0
$0.3 §0423  $5.9 $33.9

Increase 1956-57 to

1966-67

Amount  Percent
2.0 K4

$625 136

$625

$397

$228
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Chapter 168, 1966 First Extraordinary Session (AB 52)

Chapter 168 was the major school finance legislation enacted by the
1966 Legislature. The bill authorized a $43 million increase in state aid
for two purposes. A sum of $10 million was provided for the class size
reduction program for the elementary grades through an increase in the
class size bonus from $10 per ADA to $20 per ADA for grades 1-3. A
sum of $33 million was allocated for a one year increase in the supple-
mental support programs for low wealth unified and nonunified dis-
tricts provided that the latter levied an additional tax sufficient to raise
$15 per ADA, equivalent to the present unification bonus. The cost of
the bill was financed from surpluses in the amount budgeted for unifi-
cation bonuses. The amount reflected for school apportionments does
not include the amount of $33 million for the increase in supplemental
support for 196768 since the higher levels were authorized for ome
year only. Since the potential cost of continuing the higher support
levels are not reflected in the 1967-68 budget, and the expected surplus
from the unification amounts has been diverted for othér purposes, an
additional amount of $33 million would be required to be added to the
budget to mamtam the 1966-67 level of school ﬁupport in the budget

ear.
d _ FEDERAL AID FOR EDUCATION

In 1967-68 California will receive about $259 million in federal assist-
ance for education for grades K-14 and for adult education under the
provisions of several federal education programs. The-impact of this
federal aid is illustrated by the fact that apportionments for education
in the budget year will total $1.1 million; thus federal- aid will be
equivalent to about 25 percent of total state apportionments. Table V
shows the total amount of federal aid that California will receive in
1967-68 for grades K-14, including sums for federal programs not
directly administered by the Department of Education.

Table V
Federal Aid for Public Schools in California for 1967-68

Program . California’s estimate
Elementary and Secondary Education Act of 1965

Title I Compensatory Hducation iy $89,312,256

Title IT School Library Resources . . 8,989,003

Title III Supplemental Educational Centers S 11,600,000

Title IV Educational Laboratories 7,000,000

Title V Departments of Education . 2,149,020

Title VI Special Education ___- —

Adult Basic Education : - : 1,708,000
Public Law 874 Funds —~ 60,000,000
Public Law 815 Funds __. . e 10,000,000
National Defense Hducation Act . i

Title IIT Improvement of Instruction, 5,397,189

Title V Guidance and Counseling'_____ 1,886,782

Title X Statistical Services __. _: : : 50,000
Vocational Education D

Reimbursements ‘to School Dlstrlcts . - 12,921,877
Manpower Development and Training ’

Reimbursements to Skill. Centers —____. : o 12,000,000
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Unruh Preschool Program 11,250,000
School Lunch Program _____ o 6,300,000
Special Milk Program __. - 9,100,000
Tconomic Opportunity Act
Operatlon Head Start -__ - 20,789,000
. Total } - $258,823,127

-Tt is noted that over $117 million of California’s federal aid will be
distributed under the six titles of the Elementary and Sécondary Edu-
cation Act of 1965, the newest of the federal education programs. The
law has three main objectives; the establishment of comprehensive
compensatory education .programs from the children of low income
families, the establishment of innovative and supplementary education
programs- designed to directly improve the quality of education, and
assistance for state departments of education..to finance research
projects and to employ additional administrative positions to enable
the departments to positively affect the quality of education in their
states. A more detailed disecussion of the major titles of this program
is contained in the analysis of the Office of Compensatory Educ’ation.

CALIFORNIA’S ELEMENTARY AND SECONDARY PUBLIC SCHOOLS -
- IN THE NATIONAL SETTING »

This section contains several selected comparisons of the level of
support for and the quality of the California public school system
compared to nationwide data and the rankings of other states. Source
of the information was a publication titled Rankings of the States, 1966
published by the Natlonal Edueation Assocmtlon and selected state
documents.

Per- pup:l Expendltures

In terms of current expendltures per pup11 for the elementary and
secondary level, California’s level of $746 in 1965-66 ranked fifth
nationwide eompared to the nationwide average of $641. New York
led the nation with a figure -of- $1,040 followed by Alaska ($842),
Delaware ($828) and New Jersey ($795).

Rank of States in Comparative Tax Burdens

These expenditure figures become more meaningful as a measure of
financial effort to support an educational system when the rankings of
the state’s overall tax burdens are considered. Governmental Finances,
an annual report of the Census Bureau, Governments Division, reports
that California’s combined state and local taxes per $100 of personal
ineome ranked third in 1964-65, its state taxes of $168 per capita ranked
eighth nationwide, and its local taxes of $211 ranked second nationwide,
indicating that state and local tax effort to support educational pur-
poses and overall governmental programs compares favorably with the
rest of the nation.

Average Salary of Elementary and Secondary Teachers

California schools have historically compared favorably w1th other
states in terms of the salaries offered teachers. In 1965-66 the state
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ranked number two in this category with a salary of $8,150 compared
to a national average of $6,506.

Pupil Teacher Ratio in Elementary and Secondary Schools

In 1964-65 California schools compared unfavorably with the rest
of the states in terms of number of pupils per classroom teacher. Cali-
fornia’s pupils per teacher figure of 27.7 compared to the national
average of 25.1 ranked the state 46th with only Georgia, Alabama,
Tennessee and Mississippi trailing. This comparison does not reflect
the effect of the class size provision of Chapter 132, 1964 Statutes (AB
145) which was enacted just prior to this comparison.

Percent of Selective Service Draftees Failing Preinduction
Mental Tests as a Measure of High School Achievement

In 1964 California ranked 21st in terms of the number of draffees
who failed the Armed Forces preinduction tests. Approximately 18.5
percent of the Californians taking the test failed compared to the
national average of 29.9 percent.

Elementary Reading Scores

In May 1966 California’s elementary schools administered Stanford
Reading Tests to all pupils in grades 1 and 2 according to the provi-
sions of the Miller-Unruh Basic Reading Act which is designed to
improve reading instruction in the primary grades. The tests indicated
that 63 percent of the state’s first grade pupils and 48 percent of the
state’s second-grade pupils had reading achievenmient scores falling
below the first quartile as determined by the publisher’s norms. Many
reasons have been advanced to explain these relatively poor results
including the appropriateness of the test itself, the textbooks used
in the schools and the amount of time devoted to reading instruction
in the early grades. Nevertheless, one might reasonably infer from
the results of these tests that the reading ability of California’s
elementary pupils is unsatisfactory.

UNIFICATION

Chapter 132, 1964 Statutes, First Extraordinary Session (AB 145),
contains a statement of legislative intent that all school districts main-
taining grades K-12 be ultimately unified. The act contains several
provisions designed to encourage unification, including a $15 bonus
for each unit of ADA in unified distriets, periodic unification elections
to keep the issue before the voters and the establishment of an areawide
tax. Since the enactment of AB 145 a total of 337 elementary school
districts and 72 high school districts have been eliminated and 72 new
unified districts have been formed indicating the effectiveness of the
law. Presently approximately 64 percent of the state’s ADA is located
in unified distriets. There exists evidence that this rapid rate of unifica-
tion will slow in the future due to the fact that much of the state’s
remaining ununified territory reflects hard core opposition to unifica-
tion. Such hard core opposition may reduce the effectiveness of second
election provisions of the present law. The following recommendations
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are designed to continue the progress in unmifying districts which has
been made during the last few years.

1. We recommend that the Legislature continue the present require-
ment of the law that biemnial unification elections be held wniil all
school districts are formed, into umfied termtory Of the 31 second elec-
tions held sinee 1964, a total of 16 resulted in the formation of new
unified distriets.

2. We recommend that legislation be introduced to require county
committees to hold at least ome public hearing prior to second and.
subsequent unification elections. Present county committees are re-
quired to hold a public hearing prior to the first election but not prior
to the second election. This makes it difficult for the voters to be ade-
quately informed of the issues in subsequent elections.

3. We recommend that the Department of Education be directed to
perform o more active role in advising local commumnities of the financial
effects of umification. The Bureau of School District Organization
within the department presently makes such information available on
a limited basis only, due to staff limitations. We believe that a more
active role on the part of the department in this area, necessitating a
selective increase in staff would make available to the electorate more
accurate financial data regarding the effects of unification than the
data published by the opposing forces in the local elections.

4. Should the Legislature increase state support for the schools we
recommend that part of the additional money be used to raise the
unificotiom bonus to encourage further unification.

Option A. Consideration could be given to eliminating small in-
efficient school districts and requiring that they be absorbed into larger
neighboring districts. Presently there are 300 small elementary distriets
containing less than 200 children per district. The elimination of
these small districts and their absorption by larger districts would
enable them to provide more efficient and more comprehensive educa-
tional programs for their pupils.

Option B. Consideration could be given to the establishment of
flexible unification standards which would encourage the establishment
of unified districts by splitting high school districts. AB 145 stated
that it was the intent of the Legislature that high school boundaries
be the minimum geographical base for the organization of unified
districts and that deviations from the standard would be authorized
only in exceptional situations. Exceptional situations were not defined
in the bill but were to include such factors as the resultant size of the
unified district, educational opportunity and the sparsity of the pupu-
lation in the territory. The State Board of Education, because of its
strict interpretation of the provision has approved only five proposals
for dividing high school boundaries sinece the enactment of AB 145.
‘We believe that the establishment of more flexible standards on devia-
tions in assessed valuation, size of districts, size and community interest,
might more precisely mirror local sentiment and also further the
Legislature’s policy of unification.
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A STATEWIDE PROPERTY TAX TO EQUALIZE EDUCATIONAL SUPPORT

One of the continuing problems of educational finance in California

is the lack of a uniform local tax effort to support an educational pro-
gram because of the wide range in assessed valuation per unit of average
daily attendance (ADA) -among the state’s school districts. For ex-
ample in 1965-66 the range for elementary distriets with 100 ADA
or more was from $1,712 for Willowbrook to $304,652 for Big Creek
Elementary District. At the secondary level the range in assessed valua-
tion was from $13,101 for San Lorenze Unified School District to
$281,115 for Emery Unified School District. The most complete solu-
tion to the problem would be the establishment of a uniform statewide
propertytax for educational purposes fo provide a more nearly equal
level of tax effort in support of- a specific level of educational ex-
penditures.
- Although we believe that a statew1de tax for educational purposes
would be desirable since it would broaden the tax base for school sup-
port thére exist many practical problems in implementing a.statewide
tax, not the least of which is the large increase in state support which
might be required to overcome opposition to the proposal.

PRIMARY GRADE INSTRUCTION
Class Size for Grades 1,2 and 3

One of the major requirements of Chapter 132, Statutes of 1964,
First Extraordinary Session (AB 145) is the requlrement that school
districts reduce their class sizes in grades 1-3 to a maximum of 33 in
'1965-66, 32 in 196667, 31 in 1967-68 and to 30 in 1968-69 and there-
after. The main purpose of the requirement is to improve the quality
of education in the primary grades. The law provides that distriets
which: fail to reduce class sizes in grades 1-8 and/or load their class
sizes in grades 4-8 be penalized through reduced school apportion-
ments. A $10 bonus raised to $20 in 1966 is authorized districts for each
unit of ADA in grades 1-3 to ass1st them to meet the class size pro-
visions.

The success of the program is mdmated by the substantlal decrease
in the number of students in grades 1-3 who are in classes exceeding
the class size standards. According to the Department of Education
there were 6,718 pupils in excess of the standard of 33 in April 1965.
In-April 1966 when the department computed the penalties for non-
-.compliance it was determined that the number-of pupils in classes
exceeding 33 was 3,692, a reduction of 46 percent. Although some of
the progress is due to the large amounts of federal funds which are
available to school distriets via the federal compensatory education
programs it appears that the provisions of Chapter 132 -have been
successful in promoting reduced class size. The increase in the class
size bonus authorized by the 1966 Legislature coupled with the stronger
penalty provisions bodes: well for further success in reduecing class
sizes in these grades.
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P_kesch‘ool Programs .

Presently there are four major programs financed by a variéty of
federal and state financial arrangements which provide preschool edu-
cational programs for disadvantaged pupils of low ihecome parents.
These programs include the state supported children’s eenter program,
the Unruh Preschool Act supported by state and federal funds, Opera-
tion Headstart financed under the Economie Opportunity Act and pre-
school programs financed under Title I of the Elementary and Sec-
ondary Education Act of 1965. Although these programs are discussed
in various sections of the analysis we are listing below our major rec-
ommendations designed to improve the administration and quality of
the preschool programs.

1. We recommend that the administration of the children’s center
program be transferred. from the Diwiston of Public School Admin-
tration to the Office of Compensatory Education. We believe that the
transfer of the children’s center program, which enrolls approximately
50 percent of preschool age pupils would facilitate increased coordina-
tion of the several preschool programs administered by different units
in the Department of Eduecation. o '

2. We recommend that the Office of Compensatory Education con-
tract with a laboratory school mainiained by a state college for the
establishment of a research project designed: to develop o model kin-
dergarten curriculum which will enable preschool graduates to retain
the progress made in preschool when they enter kindergartem. Expe-
rience from other states maintaining preschool programs indicates that
much of the progress made by their preschool pupils-is lost during
the primary grades. We believe that a research project as outlined
above and which is based on objective test measurements would posi-
tively affect the quality of kindergarten programs. :

3. We recommend that the State Board of Education be directed. to

select a statewide test to be administered on a sample basis to pupils
. preschool programs at the beginning of such programs and shortly
prior to graduation so that the effectiveness of .local programs may be
evaluated. . oo
Kindergarten I[nstruction :
" During the past several years the Legislature has initiated several
programs designed to improve the instruction of young pupils. Such
programs include the Unruh Preschool Program, the class size reduec-
tion program for grades 1-3, the Miller-Unruh Basic Reading Act,
and, Chapter 106, 1966 Statutes (SB 28), which provides state support
for- the reduction of the pupil-teacher ratio in poverty elementary
schools. One of the main weaknesses of the existing primary grade in-
struction is the kindergarten programs maintained by the schools. The
following recommendations are aimed at improving the coordination
of the preschool programs with primary grade instruction and im-
proving the quality of instruction in kindergarten, ° ’

1. We recommend that all school districts which maintain preschool
programs supported by general funds be required to maintain kinder-

181




Education General Summary

Summary of State Expenditures for Education—Continued

garten classes and to abolish waiting lists for kindergarten classes if
such lists exist. The Department of Education estimates that 30,000
pupils equivalent to 10-12 percent of total kindergarten enrollment are
not provided with kindergarten services because the districts either
do not maintain kindergarten classes or because waiting lists exist. The
adoption of the recommendation. would ensure kindergarten spaces
for all preschool graduates.

2. We recommend that legislation be enacted to restrict the pupil-
teacher ratio of kindergarten classes to a level no greater than o base
year preferably 1965—66 to ensure that the benefits of the small class
size maintained by preschool programs are not dissipated by large class
stzes n kindergarten classes.

Miller-Unruh Basic Reading Act

The Miller-Unruh Basic Reading Act established in 1965 authorized
additional state support for school distriets to improve the reading
ability of pupils through the employment of specialist teachers in
reading for grades 1-3. Initial school district participation in the pro-
gram has been disappointing. Of the $8.9 million appropriated by the
1966 Legislature a sum of only $1.6 million was actually apportioned
in September 1966 to 44 districts for the employment of 275 specialist
teachers in reading. The main reason for the low rate of initial partiei-
pation appears to have been that 100 percent federal funding was
available to districts under the Elementary and Secondary Education
Act of 1965 for the same purpose. There is evidence that between 50
and 60 percent of the compensatory education funds authorized Cali-
fornia school districts in 1965-66 was spent for remedial reading and
language skills programs in elementary and secondary grades. Because
of the demonstrated weakness in the elementary reading programs
maintained by the public schools we believe that the Miller-Unruh
Basic Reading Act should be amended to encourage additional school
district participation so that this key educational program may be ex-
pended to reach all primary grade pupils having reading handlcaps
‘We believe that the following recommendations would effectlvely in-
crease school distriet participation in the program.

1. We recommend that the teacher quota concept be retained but that
the basic quota of 1 teacher for every 125 pupils be modified to 1
teacher for every 250 pupils. We also recommend that the supplemental
guotas of 1 teacher for every 300 pupils for small schools be retained.

2. We recommend that state allowances for support of the program
be allocated on a grant basis to all eligible districts having an annual
assessed valuation of $22,000 per ADA or less, and that no local sharing
Ye required.

3. We recommend that a mazimum salary allowance be established
for computing district entitlements and that the present salary bonus
be incorporated into that masimum salary allowance. This recommen-
dation combined with recommendation numbers 1 and 2 would effec-
tually limit the potential state cost of the program to the present esti-
mate of about $50 million.
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4. We recommend that Ilducation Code Section 7825 be modified to
authorize state salary allotments for lLibrarians if full-time service is
rendered tn a school or schools wm which specialist teachers are em-
ployed, instead of requiring the librarians to serve full time in an indi-
vidual school employing a specialist teacher. This recommendation sug-
gested by the Department of Education would result in the hiring of
more librarians yet enable districts to maintain flexibility in the hiring
of personnel.

5. Should the Legislature make additional funds available for the
public schools we recommend that an increase in the appropriation
budgeted for the Miller-Unruh Basic Reading Act receive high priority.

We believe that the allocation of state support for the Miller-Unruh
basic reading program could be more closely coordinated with the fed-
eral Title I funds for compensatory education. A policy option which
would accomplish this is listed below.

Policy Option. School district entitlements under the Miller-Unruh
Basic Reading Act could be reduced by a sum equivalent to the gross
amount of Title I funds which would be required to establish special
reading programs for pupils in grades 1-3 under the provisions of
the Basic Reading Act.

The effect of this policy option would be to withhold basice readmg
allocations for disadvantaged pupils in grades 1-3 participating in
Title I compensatory education programs. Districts would be indirectly
required to use their Title I funds to establish special reading programs
for their disadvantaged students identified as such by the federal reg-
ulations, but would continue to qualify for Miller-Unruh alloecations
for the pupﬂs with reading handicaps who are enrolled in the regular
school program. This policy optlon would maximize the distribution of
Miller-Unruh funds within a given appropriation.

REGIONAL DATA PROCESSING CENTERS

It is anticipated that legislation will be introduced durmg the 1967
session to provide state support for regional data processing centers
which heretofore have been supported by a combination of federal and
local funds. Chapter 2037, 1965 Statutes, authorized large school dis-
tricts and county supermtendents of schools to establish regional cen-
ters to make data processing services available to school distriets at
less cost than would be incurred if the districts attempted to finance
their own programs. Data processing services involve such items as
class scheduling, attendance reporting and the processing of pup11 in-
formation. Presently there are three ongomg centers located in Sacra-
mento, Ventura and Fresno Counties. It is anticipated that an addi-
tional 10 centers will be established in 1967—68 should addltmnal funds
be made available.

The initial start up. e‘zpenses and operational expenses for the pro-
gram have been financed by a combination of $1.6" million in federal
funds and local support in the form of reimbursements from districts
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participating in the program. Under the provisions of the federal grant
support for the program will terminate at the end of the 1966-67 fiscal
year which means that another source of limited term support for the
program will be required if the program is to develop. Proponents of
state support for the program believe that an outside source of fund-
ing will be necessary for a three to five year period to-enable the pro-
gram to develop in an orderly fashion until such time as the number
of distriets and pupils served increases to a level to enable the centers
to beeome self-supporting. ‘Whether or not the state should provide
support for the program is a policy question which has not yet been
resolved. Proponents of state support note that the state would obtain
certain byproduects of a fully operative system such as current infor-
mation, regarding pupils;, ¢osts and certified staff data not presently
available, which could be used to assess the educational program. It
can also be argued that state support for the regional centers is un-
warranted because the main beneficiaries of the program are. local
school districts rather than the state. Should the Legislature determine
that state support for the regional centers is warranted we believe
that the legislature should 11m1t support for the program for a period
of no more than five years and that a maximum limitation be estab-
lished regarding the total number of ecenters which may bé established.
In addition, we believe that the regional centers should be required
to develop uniform computor systems as a prerequisite for state sup-
port so that the information produced as a byproduct of the operation
will be usable for state level studies regarding the public schools.

ASSESSMENT OF EDUCATIONAI. QUALITY IN THE PUBLIC SCHOOI.S

Presently there is no state level procedure whereby the quahty of
the public schools can be evaluated on an annual basis. The statewide
testing program and the Miller-Unruh readlng tests help to identify
weaknesses in specifie. subject. matter areas.but. fail to illustrate the
general level of knowledge attained by pupils in the elementary and
secondary grades. We believe that a comprehensive testing procedure
should be developed, which administered annually to a selective sample
of schools would enable the publie, educators and the Legislature to
evaluate the end product of the publlc schools. '

1. We recommend that legislation be introduced directing the State
Board of Education to select a comprehensive testing instrument, which
will measure the degree to which the gemeral elementary and secondary
curriculum 1is absorbed by elementary and secondary pupils in the
pudblic schools, the main purpose of the test to be a measure of the
educational product-rather than to permit comparison of mdwzdual
school districts.

9. We recommend that the State Board of Education select a pro-
cedure whereby the tests may be annually administered to o repre-
sentative sample of school distiicts or schools containing a sufficient
diversity of educational factors influencing pupil achievement such as
location, characteristics of the pupil population and different environ-
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mental backgrounds so that the results of the tests will provide o reg-
sonable indication of the quality of the public schools. -

3. We recommend that the Department of Education present a de-
tatled report to the 1968 Legislature outlining the proposed testing
procedures and the ingredients of the tésts to be employed in the an-
nual survey so that the initial review of the quality of O’ahforma s
schools may be made in the 1968-69 school year

Department of Education
) EDUCATIONAI.‘ COMMISSION OF THE STATES " ' ’
ITEM 72 of the Budget Bill. ) . Budget page 161
FOR SUPPORT OF EDUCATIONAL COMMISSION OF THE
STATES FROM THE GENERAL FUND : .
Amount 1equested __ i $22,800

Estimated to be expended in 1966-67 fiscal year . 7,800
Increase (200.{1 percent) i - $15,000

TOTAL RECOMMENDED REDUCTION_______- : . .None

GENERAL PROGRAM STATEMENT ;

The Interstate Compact on Education was authorlzed in 1965 to
encourage interstate cooperatlon among executive, legislative and pro-
fessional personnel concerning methods of improving public eduecation.
The compact established an Eduecational Commission of .the States to
be composed of seven representatives of each member state, including
the Governor, two state legislators and four members appointed by the
Governor. Chapter 148, 1966 Statutes, authorized California’s member-
ship in the compact and verified that the four members appointed by
the Governor would be a member of the State Board of Education or
a member of a local school board, the Superintendent of Public Instruec-
tion or another person representing the public and private schools in
the state, an individual representing the public institution of higher
education and an individual representing private institutions of higher
education in the state.

ANALYSIS AND RECOMMENDATION

A sum of $22 800 is proposeéd to finance Cahforma s participation
in the compact in 1967-68. The sum of $7,800 budgeted for the purpose
by the 1966 Legislature was used to pay an initial entrance fée total-
ing $7,000 and to finance out-of-state travel allowances for California’s
delegation. We recommend approval of the ttem as budgeted. '
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- Department of Education
. GENERAL ACTIVITY

ITEM 73 of the Budget Bill - Budget page 162
FOR .SUPPORT OF THE DEPARTMENT OF EDUCATION
Amount requested in Budget Bill $4,108,032
- Budget request before identified .adjustments___________._ $4,396,945

Increase to recognize full workload change____ - _______ 161,980

Budget as adjusted for workload change_______________ $4,558,925

Adjustment—undetailed reduction (10 percent)..________ 455,893
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $80,132
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $375,761

Summary of Recommended Recluctlons o Budget

Amount Page Line
Division of Departmental Administration '

Reduce operating expense for communiecation..___________ $8,760 175 67
General Fund support for 0.3 temporary help. . ________ 1,850 163 65
Division of Public School Administration
Add 1 field representative and 0.5 clerical position_______ 415,828 165 62
Operating expenses—special project 500 162 21
Transfer 1 educational specialist I positioh*to Office of = ’
Compensatory Education . 15300 165 56,

Division of Instruction
Workload adjustment—English as a second language (op-

. erating expenses) - 50,000 162 21
Transfer 1 consultant in Child Welfare and attendance to

Office of Compensatory Education 15,300 167 28
Operating expenses—bulletin printing 12,000 167 40

Division of Higher Education .

Temporary- help ™4 169 29
Consultant in teacher education—General Fund support__ 12,096 169 34
Operating expenses—special reading examinations _______ 10,060 162 21

Policy Options )

1. Transfer Bureau of Elementary and Secondary Education to Bureau

of National Defense Education for a General Fund savings of _______ $122,780
GENERAL PROGRAM STATEMENT

Thé General Activities Budget of the Department of Education pro-
vides funds for the state level administration of the public school
system including support for the State Board of Education and sup-
port for the five special residence schools for handicapped minors. The
department is responsible for the administration, allocation and super-
vision of over $1.2 billion in state subventions which is allocated to local
school districts in the form of apportionments for pupils enrolled in
regular programs and special education classes for handicapped miners.
In addition, the department administers over $100 million in state and
federal funds available for categorical aid programs, such as the Miller-
Unruh Basic Reading Act, the statewide compensatory education pro-
gram for disadvantaged pupils, the Unruh Preschool Program and the
‘Waldie Act which provides support for educationally handicapped
minors. Many of the categorical aid programs such as the National
Defense Education Act and Vocational Education appear in the budget
as separate items and will, therefore, be analyzed elsewhere in this
analysis. The scope of the department’s administrative responsibilities
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is depicted in Table I which lists all educational programs and their

source of funding for 1966-67 which are administered by the depart-
ment,
Table ‘1
Summary of Budgets for Education

1966-67 Fiscal Year
Total

expenditure Funding .
budget State Federal Reimbursed
Departmental Operation:
General Activities —— . $7,420,993 $4,283,243 $972,305 $2,165,445
National Interstate Compact__ 22,500 22,500 — —
Adult Education for Civil

Defense ___.___ ... ’ 194,120 _— 194,120 -
Adult Basie Educatlon ______ 96,265 — 96,265 —
National Defense

Education Act oo 1,067,115 376,154 ) 690,961 —
Compensatory Education ____ 862,590 103,343 759,247 —
School Library Resources____ 267,365 — 267,365 . —
Strengthening the Department 1,387,540 —_— — 1,387,540
Manpower Development

and. Training ___________ 368,966 38,035 330,931 —
Vocational Education 2,749,663 844,037 1,808,661 96,965
Surplus Property . __ 3,056,731 —— — - 3,056,731
State Library —___._______ 6,009,674 . 1,441,291 4,459,575 108,808

Total, Departmental .

Operations _—_—_____ $23,503,522 $7,108,608 . $9,579,430 $6,815,489

Local Assistance: :

Childrens’ Centers ————— . $7,838,702 $7,833,702 . - _—
Preschool Program * __ - 13,211,700 2,500,000 $10,711,700 R
Schoel Lunch Program_ - 6,300,000 — : 6,300,000 —
School Milk Program-__ - 9,100,000 - 9,100,000 —
Free Textbook Program_.____ 18, 664 763 18,614,763 . R $50,000
Apportionments for

Public Schools —ee_____ 1,099,507,918 1,099,507,918 _— —
Grants to Teachers of Physically )

Handicapped Minors __ ... 150,000 150,000 —— —_—
Adult Basic Edueation_______ 1,785,988 _ 1,785,988 —
Assistance to Public :

Libraries ___.____________ : 1,000,000 1,000,000 — —
National Defense .

Education Aet . ____ 7,283,724 — 7,283,724 —
Compensatory Education —____ 92,417,824 _— 92,417,824 . —
School Library Regources—.__ 9,029,483 — 9,029,483 —
Manpower Development ' :

and Training ——_________ . 12,000,000 1,200,000 10,800,000 -
Vocational Education _______ 13,006,775 230,271 12,776,504 —
Junior College Construction___ 350,060 - 350,000 : — ——

Total, local assistance..__ $1,291,641,877 $1,131,386,654 $160,205,223 + - $50,000

Related Activities: Lot
Special Schools: . ’

School for the Blind____.__ $1,007,009 $889,556 $36,953 - . $80,500

School for Cerebral Palsied,

‘Northern California .____ 622,604 597,874 8,500 - 16,230

Schoot for Cerebral Palsied, . , ) .

Southern California _____ 577,488 557,824 8,500 11,164
School for the Deaf, Berkeley 2,393,032 2,080,069 133,897 . 179,066
School for the Deaf, Riverside 2,615,991 2,222,888 256,331 136,772

Total, special schools____ $7,216,124 $6,348,211 ‘ $444,181 $423,732
School Housing Act for

Compensatory Education ¥ $35,000,000 $35,000,000 * — -

Total, related activities__ $42,216,124 $41,348,211 $444,181 $423,732

Total, all activities__ . ______ $1,357,361,523 $1,179,843,468 $l'70,228:834 $7,289,221
* Contract with Social Welfare, :

f Capital Outlay funds.

Table I illustrates the large number of categorical aid programs, such
as compensatory education and the manpower development and train-
ing program which are financed by a combination of state and federal
funds. Currently federal support accounts for $170 million or 12 per-
cent of total expenditures administered by the department.
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- The Department of Education often states that the Legislature has
‘not authorized a substantial expansion in the size of its staff supported
entirely by General Funds; that only limited staff has been provided
to improve instruection in spemﬁc subject matter areas; and that the
new state and federal aid programs are directed at improving education
for the disadvantaged pupil rather.than for the ‘‘normal’’ pupil en-
rolled in the regular school program. To support its position the de-
partment points to what it considers to be a relatively small increase in
staff reflected in the general activities budget even though the positions
reflected in the general activities budget represent only part of the
total staff authorized the department. We do not believe that the de-
partment has accurately portrayed the actual increase in staff author-
ized it during the last five-year perlod

Table II. illustrates the total increase in the number of pos1t10ns
authorized the department that occurred between the years 1962—63
and 1967-68, the period when most of the major new programs were
established. _The table reflects the positions authorized for general ac-
tivities and the positions which are authorized for the various categor-
ical aid programs financed from state and federal funds. -

The table shows that the total staff authorized the Department
‘of Education supported by state and federal funds increased by over
40 percent during the five-year period from 658 positions in 196263
to a total of 923 positions in 1967—68. Most of the increase was due to
the establishment of additional positions financed from federal funds;
this staff has tripled in size during the period from a level of 93 posi-
tions in 196263 to 287 positions in 1967-68, while the staff supported
entirely from General Funds has increased 12 percent from 565 posi-
tions at the beginning of the period to 658 positions in 1967-68. .

It is noted that the major increase in staff has been authorized for
programs such as the National Defense Education Aect, audio-visunal
services and compensatory education which are designed to improve
the quality of instruction for ‘‘normal’’ pupils enrolled in the regular
school program as well as for disadavantaged pupils enrolled in com-
pensatory education programs. Another state financed program, not
reflected in the table, which is designed to improve instruction for the
pupil enrolled in the regular school program is the Miller-Unruh Basice
Reading Act which authorizes state support to improve the instruction
of reading for all primary grade pupils having reading handicaps.

An integral ecomponent of all of these programs is the evaluation of
wvarious instructional procedures which promote success in specific sub-
jeet matter areas and- in the general instructional program of the
sehool for both the normal and disadvantaged pupil. Such evaluation
was notably lacking in the Department of Education prior to the
establishment of the federal and state categorical aid programs, which
are reflected in this table and in the subvention portion of the budget.
Almost without exception this emphasis on an evaluation of the educa-
tional product has originated with the state Legislature, the U.S.
Congress and the State Board of Education rather than. the depart-
ment. .
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TABLE 1l

State and Federal Support for Positions in Department of Education

Unit
Fiseal Office
Publications ‘Office

Personnel Office

‘Subtotal

1962-63 to 1967-68

Positions and source of funding

Subtotal

Division, of - Instruction

: Other Units—Geéneral Activities

. Subtotal

Division of Higher Hducation
Bureau of Adult Education

Other Units

1962-63 1967-68
Program State  Federal Total: State Federal Total
Division of Departmental Administration )
Various ___ 45.3 4.0 49.3 51.7 9.5 61.2
Bureau of Systems and Data Processing Various . . __ 6.8 11.5 18.3
- Various N/A N/A N/A 9.0 9.0 - 18.0
Various - _— — 7.0 4.0 11.0
Other Units—General Activities State _ 59.1 — 59.1 701 — 701
104.4 4.0 1084 1446 340 178.6
Division of Public:School Administration S
Bureau of Administrative Services Operation Headstart ______________ — _ - :

Bureau of Textbooks and Publications N/A - 18.6 - 186 N/A N/A - N/A
Other Units—General -Activities State, - 99.9 — 99.9 116.2 1.:  117.2
' 1185  __ 1185 1162 1 1172
Bureau of National Defense Education NDEA Title III/ESEA Title IT __. 20.1 20.1 402 23.9“ 55.1 79.0
Bureau ;of Pupil Personnel Services Title V Nat. Defénse Bd. __________ 7.0. 7.0 14.0 4.5. 8.5 13.0
Buredu-of Audio-visual Education ESEA/Title II 9.1 . 9.1 9.1 9.6. 18.7
State 39.5 _— 39.5 45.0 _— 45.0
757 271 1028 825 732 1557
Bureau of Readjustment Rducation i Coo . 9.5 9.5 19.0 16.1 29 19.0

. Adult Basie Education .. ..} . ... .. Lon o

{ Adult Ed. for Civil Defense } """"" 0 70 7.0 14.8 218
Bureau of Vocational Education Vocational Education - . ___ . ___ 61.3 52.7 114.0 53.4 84.0 1374
168.2 _— 1682 1606% __ 160.6
246.0 622 3082 2371 1017 3388

Subtotal
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TABLE . H—Continued

State and Federal Support for Positions in Department of Education
1962-63 to 1967-68 i

Positions and source of funding

o : 196263 196768
Unit Program - State - Federal Total State Federal Total
Division of Special Schools and Services ) B
Training Personnel — - . — 2.3 23
Other Units—General Activities ; 19.9 — 19.9 449 - __ 44.9
Sabtotal 19.9 — 199 44.9 2.3 47.2

Office of Compensatory Bducation =~ "~ -

Administrative Unit Various P = . - 04 36 - 40
Program Development ESEA — _ . Tl 12.5 12.5
Program Evaluation . ESEA—Title I — — - — 12.0 12.0
Administration and Finance ESEA - — _ —— 13.0 13.0
Community Services R HESEA - — - _— 6.5 6.5
Preschool Education Various ; —— — - 1.6 4.9 6.5
Research and Technical Education State . — — - 3.0 3.0
Bureau of Intergroup Relations State _— - — 8.0 _ 8.0

Subtotal _ — - 10.0 55.5 65.5
Strengthening the Department ESEA—Title V — — — — 19.6 19.6

Total . i - _— . — 2873  922.6
.- Grand Total . 564.5 93.3  657.8 6353 2873 9226

1 Financed by reimbursements.
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In addition it is noted that the State Board of Education has author-
ized several limited term projects financed by over $1.5 million in fed-
eral funds which are designed to improve instruction for the normal as
well as the disadvantaged pupil through the formulation of general in-
struetional guidelines. The State Board of Education has chosen to staff
such projects with ad hoe persons from outside of the department in-
stead of increasing staff for the various divisions in order to obtain the
most expert advice available.

The major units within the Department of Education and thelr pro-
posed expenditures in 1967-68 follow :

Proposed General Fund Support for thé Department of Education:
General Activities

1. Division of Departmental Administration ' $1,241,571
2. Division of Public School Administration 1,231,465
3. Division of Instruction - 786,929
4. Division of Higher Education 454,785
5. Division of Special Schools and Services 682,245
$4,396,945

‘Workload adjustment 161,980
Undetailed 10 percent reduction v . —}55,893

Net General Fund amount J_ $4,108,032

ANALYSIS AND RECOMMENDATIONS

The budget request for the general activities budget of the Depart-
ment of Education is $4,396,945 before adjustments. The adjustments
include an increase from the above figure of $161,980 for workload and
an undetailed 10 percent decrease in the amount of $455,893. The addi-
tion of the workload amount results in a budget of $4,558,925. When the
10 percent reduction is included, the request totals $4,103,032, the
amount in the Budget Bill. The workload adjustment of $161,980 in-
cludes an amount of $25,018 for 4.8 additional positions, a sum of $114,-
770 for higher operating expenses and a sum of $20,000 for additional
equipment. These increases are detailed below, by division.

. Dipision and positions requested Amount
Di\\\isi . of Departmental Administration
1“"211;‘9 ‘mediate stenographer position $5,478
0.. Femporary help positions_._._. 880
Divis jon of Public School Administration ’
0. # Temporary help position 250
Division of Instruction .
02 Temporary help position 1,100
Division of Higher Education ' ’ :
2 Stenographer positions. . : 10,204
0.3 Temporary help position . 1,760
1 Interdmediate stenographer position 5,346
$25,018
Other Increases PO .
Operating expenses - 114,770
Equipment : S .22,192
$161,980
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from funds available under Title V of the Elementary and Secondary
Education Act of 1965, were administratively established because of a
workload increase generated by new programs. The department pro-
poses to transfer the positions to the budget for the Elementary and
Secondary Bducation Act. We recommend approval of the proposed
transfer of positions.

Bureau of Systems and Data Processing

The Bureau of Systems and Data Processing is a new unit, estab-
lished January 1, 1967 as the result of a recommendation made by the
Arthur D. Little Company that all data processing services be central-
ized in a centralized data systems unit. The report stated that a key
objective of such a bureaun would be to use the department’s data proe-
essing capabilities to cut operational costs, save manpower and to pre-
pare data and control the flow of data essential to educational admin-
istration. As a result of the recommendation all data processing activi-
ties previously performed by the Bureau of Education Research have
been transferred to the new unit. The unit is presently responsible for
computing school apportionments and entitlements for certain federal
programs. In addition it provides services for the state testing pro-
gram and it provides accounting and evaluative services for other de-
partmental units. During the current year two computer operator posi-
tions were established administratively to enable the department to
add a third shift to its computer operations. The department proposes
to continue the positions in the budget year for an additional cost of
$12,120 to be reimbursed from other units. We recommend approval of
the request for two computer operator positions for the bureau to en-
able the department to establish a third shift for its computer opera-
tions. It is moted that the cost of the positions in the sum of $12,120
will be primarily financed by federal reimbursements from other units.

The department also proposes to transfer two programmer IT posi-
tions and two key punch operator II positions from the budget for the -
Elementary and Secondary Education Act to the Bureau of Systems
and Data Processing. It is proposed that the positions be financed from
reimbursements. We recommend approval of the transfer of the posi-
tions but recommend that the cost in the positions be financed by fed-
eral funds. Although the budget states that the positions will be fi-
nanced from reimbursements it is unclear if the cost of the positions
will be entirely supported from federal funds or from other General
Fund programs. We believe that federal support for these positions
should be specified since they were established in the current year from
federal funds.

It is anticipated that the Phase II of the Arthur D. Little study re-
garding the administrative structure of the Department of Education
will be completed during the spring of 1967. Phase II of the study is
being financed by a federal grant totaling $204,180 made available for
this purpose by Title V of the Elementary and Secondary Education
Act of 1965. It is anticipated that the conclusions of the report may
have far-reaching implications for the administrative structure of the
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Department of BEducation. We are therefore including a brief summary
of Phase I of the report and its initial conclusions regarding the role
of the Department of Education and the State Board of Education.

Phase I of the report, titled the ‘‘Emerging Requirements for Effec-
tive Leadership for California Education’’ was financed by a $50,000
special emergency fund grant authorized in 1962-63. The initial re-
port surveyed the role of the State Board of Education and the State
Department of Education to determine how well the department and
the state board were meeting ‘‘the emerging educational requirements
of the state.”” The report concluded:

1. Eduecation in California is experiencing accelerating changes
because of the increase in federal and state support for various educa-
tional programs, and that these changes were not being integrated into
any overall state plan.

2. The State Board of Education is the natural agency to formu-
late guidelines for educational programs and to present plans and ac-
tion programs to the Governor and Legislature.

3. The report questioned the usefulness of direct consulting serv-
ices provided by the department of school districts and suggested that
‘ad hoc project teams comprised of educational experts from outside of
the department should be used whenever possible to undertake studies
required by the board.

4. The report suggested that an intermediate unit be established
along interdistrict, intercounty or regional lines to facilitate communi-
cation between the districts and the department and possibly to ad-
minister programs such as special education, educational television and
instructional materials.

5. The report suggested that the administration of the jumior col-
leges should be studied to examine the merits of establishing a separate
division within the department versus the establishment of creating a
separate administrative board.

One of the major suggestions made by the Phase I report, the recom-
mendation that ad hoe project teams composed of nondepartmental ex-
perts be used whenever possible in place of departmental consultants,
has been accepted by the state board. This is reflected in the large num-
ber of nondepartmental committees which have been established, fi-
nanced by federal funds to provide instruetional guidelines for spec1ﬁc
subject matter areas. A more detailed discussion of these progects oceurs
later in this analysis.

2. D|v1sion of Public School Administration

Increase
1966-67 1967-68 Amount Percent
$1,388,510 $1,417,265 $28,755 2.0

The Division of Public School Administration is responsible for
various noninstructional functions in supervising the public school sys-

195




Education _ Item 73

General Activities—Continued
tem, including the technical and fiscal admlmstratmn of the public
school system It containg the following units:

Division Administration

Bureau of School Apportmnments and Reports
Bureau of Administrative Services

Bureau of School District Organization
Bureau of School Planning

School Lunch Program

Special Milk Program

Educational Agency for Surplus Property
Bureau of Texthooks

General Fund support for the Division of Public School Administra-
tion, before adjustments, is proposed at $1,417,265, an increase of $28,-
755 over the current year. The increase is primarily due to a minor rise
in operating expenses. No new positions are requested before workload
adjustments and the level of service is expeeted to remain the same,
The four major programs admlnlstered by the division and our analysis
follows:

School Apportlonmen’cs

' The Bureau of School Apportionments within the division is respon-
sible for the annual apportionment of over $1.1 billion from the state
General Fund for basic and equalization aid and for other programs
such as pupil transportation and special education. In addition the
unit annually reviews 58 county school serviee fund budgets. Members
of the bureau also participate in regional meetings held by the Califor-
~ nia Association of School Business Officials to improve and update cur-
rent reporting and accounting manuals in order to adjust accounting
practices for the new state and federal aid programs.

The budget reflects a reduction in the sum of $13,212 for one field
representative position (to be supported from federal funds) for the
Bureau of School Apportionments which was authorized by the 1966
Legislature but was not filled. The budget. also reflects a reduction in
the amount of $5,232 for one intermediate stenographer position which
remained unfilled during the present year.

The field representative position was requested at ‘the 1966 session to
revise the school accounting manual to accommodate the new federal
accounting regulations connected with the Elementary and Secondary
Eduecation Act of 1965 which is discussed elsewhere in the analysis.’ In
addition, the position was to work with the California Association of
School Business Officials to develop suggested changes in school dis-
triet accounting procedures. The Legislature, on our recommendation,
authorized the establishment of the position, provided that federal
funds were used for its support to minimize the increase in General
Fund costs. However, the State Board of Education refused to allocate
funds for the position, in keeping with its policy in effect at the time of
allocating funds for special projects only rather than hiring permanent
additional personnel for departmental units.

‘We believe that the field representative position for the Bureau of
School Apportionments and Reports is warranted. The additional work-
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load generated by the new state and federal programs can no longer
be absorbed by the Assistant Division Chief who presently is able to
allocate only a few days per year to this activity because of his many
other responsibilities. An additional position would enable the division
to alleviate the workload increase and would promote the development
of uniform accounting methods.

We recommend an augmentation in the sum of $13,212 for the estab-
lishment of one field representative position and an augmentation of
$2,616 for a 0.5 clerical position for the Division of Public School Ad-
manistration for a total of $15,828. We also recommend, that the Legis-
lature direct the Department of Education to utilize this position in
cooperation with the Office of Compensatory Education to modernize
school district accounting procedures connected with the mew state
and federal education programs. Although the Division of Publie
School Administration and the Office of Compensatory Education have
different responsibilities, we believe that there should be a higher de-
gree of cooperation between the two units than presently exists in the
development of regulations and fiscal guidelines and that the establish-
ment of the field representative position will foster such coopération.

‘The workload adjustment fizure for the department contains a sum
of $500 for a project for the ‘‘Operation Headstart’’ preschool pro-.
gram. We do not believe that General Fund support for this purpose
1s justified in view of the fact that salary for the coordinator of the
‘“‘Headstart’’ program is financed by federal funds. We recommend
that the amount budgeted for the project be disapproved for Geneml
Fund sawmgs of $500. -

Consultant Servnces

Three units within the division provide a variety of consultant serv-
ices to school districts and county offices of schools. The Bureau of
School District Organization, composed of four professional positions,
assists county committees regarding proposed reorganizations of school
districts and prepares a large portion of the material considered by the
State Board of Education in matters involving unification proposals.
The Bureau of Administrative Services, composed of six professional
positions, advises school districts regarding fiscal, accounting and re-
porting procedures. Responsibility for the state level administration
and supervision of the Children’s Center Program also rests with this
unit. The Bureau of School Planning advises school districts regarding
the acquisition of school sites and the construction of facilities.

During the current year a professional position within the Bureau
of Administrative Services, responsible for coordinating ‘‘Operation
Headstart’’ preschool projects was reclassified as an education' project
specialist I. The cost of the position in the amount of $15,300 is financed
by federal reimbursements from the Office of Economic Opportunity.
The department proposes that the position be retained in the Bureau
of Administrative Services during the budget year. We recommend
that the educational project specialist I position and financial support
for it in the sum of $15,300 be transferred from the Division of Public
School Administration to the Bureow of Preschool Education within
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the Office of Compensatory Education. The major purpose of the rec-
ommendation is to improve the state level coordination and adminis-
tration of the four major preschool programs that are presently main-
tained by local agencies. A detailed discussion of preschool programs
and our recommendation is discussed under the budget for the Office
of Compensatory Education.

During the current year one field representative position and 1.5
clerical position were administratively established for the Bureau of
School Planning to administer the capital outlay provision of Chapter
106, 1966 Statutes (compensatory education). The cost of the position
in the amount of $16,500 was financed by an allocation from the Emer-
gency Fund. The department proposes to continue the positions in the
budget year. We recommend approval of the request for 1.5 positions
to admanister the capital outlay provisions in Chapter 106, Statutes of
1966.

Textbook Distribution :

The Bureau of Textbook Distribution is responsible for the annual
distribution of textbooks to the state’s elementary schools. In 1967—68
it is anticipated that approximately 20 million books will be distributed
to the schools. No additional positions are requested for this program
and the level of service will remain unchanged. .

School Lunch, Special Milk and Surplus Property Programs

The School Lunch and the Special Milk Programs make commodities
and cash reimbursements available to school districts for school Tunches
for pupils. In 1967-68 it is anticipated that $47 million will be allocated
under these programs. The Surplus Property Program, administered
by the State Educational Agency for Surplus Property, makes federal
surplus property available to school districts and other eligible institu-
tions. The workload adjustment for the Department of HKducation
reflects an amount of $250 in general funds for a 0.1 temporary help
position for the Bureau of School Lunch. to alleviate a minor workload
increase. We recommend approval of the request for an additional
General Fund cost of $250.

3. Division of Instruction

Increase
1966—67 196768 Amount Percent
$757,247 $786,929 $29,682 3.9

The Division of Instruction provides consultant services to school
districts of an instruectional nature and also supervises elementary and
secondary education courses to see that they conform to the require-
ments of the Education Code. The six units within the division which
are listed below are organized along both functional and organizational

lines.
Division Administration
Bureau of Audio Visual and School Library Education
Bureau of Health, Physical Education and Recreation
Bureau of Elementary and Secondary Education
Bureau of Pupil Personnel Services
Bureau of National Defense Education
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The Bureau of National Defense Education, which administers Title
ITTb of the National Defense HEducation Aect, is organized along pro-
gram lines; the budget for this unit appears elsewhere in the analysis
under the discussion of the National Defense Education Act program.
Major parts of the administrative responsibilities of the Bureau of Per-
sonnel Services and of the Bureau of Audio Visual and School Library
Education are also discussed under separate budget items elsewhere
in the analysis.

The importance of the Division of Instruction.in providing con-
sultant services to school districts has decreased over the last several
years. This has been caused by several reasons, including. the increase
in the number of unified districts which provide comprehensive con-
sulting services of an instructional nature for the schools in their
districts. In addition, the State Board of Education has decided that
one of the major consultant services that the state can provide for
districts is the formulation of general guidelines for specific subject
matters such as the social sciences and English, and that such guide-
lines should be prepared by ad hoec committees composed of experts in
individual fields from outside of the department. Title V of the Ele-
mentary and Secondary Education Act of 1965 makes available to
California over $2 million which may be used to establish such projects.

General Fund support for the Division of Instruction, before work-
load adjustments, is set at $786,929 in 1967-68, an increase of $29,682
above the current level. This increase is due to a charge for the rental
of building space which appears for the first time. No new positions are
proposed and the level of service is expected to remain the same.

The workload adjustment for the department contains a sum of
of $1,100 for a 0.2 clerical position for the Bureau of Pupil Personnel
Services. The position is requested to alleviate a minor workload in-
crease. We recommend that the position be approved as budgeted.

The workload adjustment also contains a sum of $50,000 that is
budgeted for the Division of Instruction for higher operating expenses.
This sum of $50,000 is budgeted for subventions for projects for English
as a second language. Chapter 1234, Statutes of 1965, authorized a spe-
cial program of state support to school districts having large numbers
of foreign born and native born children with English language handi-
caps. In 1965-66 a sum of $50,000 was appropriated for reimbursement
to school distriets. However, no funds were appropriated for the pro-
gram by the 1966 Legislature, presumably because of the large amounts
of federal compensatory education funds available for such programs.
‘We believe that the proposal that this program be reestablished is un-
justified in view of the $95 million in state and federal funds which
are budgeted for special reading and compensatory education programs
in 1967-68. A detailed discussion of these prggrams is contained in the
section of the analysis dealing with the Office of Compensatory Educa-
tion. We recommend that the amount dbudgeted for English as a second
longuage be deleted from the budget for a General Fund sovings of
$50,000.
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The Bureau of Elementary Hducation within the Division of In-
struction contains one consultant in early childhood education who :is
responsible for the state level supervision of the program content of
the Children Center Program; which is described elsewhere in the
analysis under the Office of Compensatory Education and the Chil-
. dren’s Center Program. We recommend that the consultant in early
childhood education and General Fund support for the position wn the
amount of $13,872 be transferred from the Division of Instruction to
the Bureau of Preschool Education within the Office of Compensatory
Education. The reason for the recommendation is. described in detasl
under the Office of Compensatory Education.

The operating. expenses . for the Division of Instruection eontalns a
sum of $12,000 for printing three publications: Special Media Centers
i California, Guidelines for Developing Counselor Education Pro-
grams, and Guidelines to Teaching of English as a Second Language.
We do not believe that General Fund support is justified for printing
these. publications since they: are closely related to several programs
financed entirely by federal funds. ‘We believe that federal money
should finance the cost of the publications. We recommend that the
amount budgeted. for these publications be deleted for a Geneml Fund
savings of $12,000.

POLICY OPTION :
Consideration could be given to deleting an amount of $245,560 for
personnel expenses and operating costs for the Bureau of Elementary
and Secondary Education and transferring a sum of $122780 along
with the 16.5 persons authorized for this unit to the Bureau of Na-
tional Defense Education reflected elsewhere in this analysis. The
amount of $122,780 transferred to the Bureau of National Defense
Education could be used to obtain a sum of $122,780 in federal funds
to finance the cost of consultative services performed by the Bureau
of Elementary and Secondary Education resulting in a, General Fund
savmgs of $122,780. ,
Argument in favor of the policy optmn
1. General Fund savings of $122,780.
2. Consolidation into one unit of services designed to 1mpr0ve in-
struetion in the public schools.
Argument against the policy option: :
1. 'Administrative responsibilities presently performed by Bureau of
- RElementary and Secondary Education would have to be performed
by otheér departmental units within Division of Instruction result-
ing in an additional workload for such units.

4. Dlwslon of ngher Educatlon
. 1966-67 196768 Amount Percent
$495,888 ' $454,735 - $41,153 83

- The Division of Higher Education is responsible for four major pro-
grams: teacher certification and licensing, the licensing of all private
adult schools which issue diplomas, and the administration of the
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vocational education program. In addition, the division provides con-
sultant services to school districts regarding the programs maintained
by secondary schools and the junior colleges. The division' ig eomposed
of the followmg unlts '

D1v1sxon Administration .

Bureau of Junior College Education

Bureau of Readjustment Bducation

Bureau of Adult Education

Teacher Education and Certification
. Bureau of Vocational Edueation Cy

The Bureau of Vocatlonal Tducation is administered as a separate
program and is discussed elsewhere in the analys1s The Bureau of
Intergroup Relations, formerly located in this division, has heen trans-,
ferred to the Office of Compensatory Education.

General Fund support for the division, before adjustments is pro-
posed at $454 735 which. represents a decrease of $41,153 below the
present level. The decrease is caused by the transfer of the Bureau of
Intergroup Relations to the Office of Compensatory Education. The
budget reflects a request for 2.7 clerical positions for an additional cost
of $14,012. The workload adjustment contains a sum of $17,310 for 3.3
proposed positions which are detailed below followed by an analysis of -
the 1nd1v1dua1 units.

3 stenographer positions $15,550 .
0.3 temporary help janitor 1,760
Total i : PN, , $17,310

Junior Colleges

Respons1b111ty for the state level adm1n1strat10n of: Cahforma S sys-
tem of junior colleges rests with- two bureaus within the division: the
Bureau of Junior College General Education and the Bureau of Junior
Collége Administration and Finance. The former unit provides consul- "
tative services of an instruectional rature to local educational institu-
tions while the’ latter unit provides fiscal and technical services con-
nected with the state level administration of the junior college pro-
gram. During the current year a 0.5 clerical position was administra-
tively estabhshed for an additional ‘General Fund cost of $2,605 and °
a sum of $754 in temporary help funds was authorized the unit to al-
leviate & minor workload increase. The department proposes to continue
the position in the budget year. The department also requests as part
of its workload adjustment an additional intermediate stenographer
position for the unit for an additional General Fund cost of $5,346. We
recommend approval of the request for 1.5 clerical positions for am
additional cost of $7,951. However, we recommend disapproval of the
request for temporary help funds n the amount of $754.

Currently the Bureau of Junior College Administration and Finance
is authorized 2.5 clerical positions for 1 bureau chief and 6 other con-
sultant positions. The addition of 1.5 clerical positions would provide
the unit with 4 clerical positions resulting in an effective ratio of pro-
fessional positions to clerical positions of 2 to 1 for the 6 consultant po-
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sitions and would also provide the bureau chief with a clerical position.
This staffing pattern is reasonable in view of the clerical staffing for
other departmental units and we therefore recommend approval of the
request. However, we do not believe that the continuation of the amount
budgeted for temporary help is warranted in view of the clerical
staff which will be authorized the bureau if our other recommendation
is adopted.

Licensing of Private Schools

The Bureau of Readjustment Education within the division author-
izes the granting of degrees and the issuance of diplomas for all post
high school training and approves all adult basic education courses
offered by private schools for both veterans and regular pupils. In
addition, the bureau is responsible for issuing sales permits to all cor-
respondence school salesmen. The workload budget of the department
contains a sum of $1,760 for a 0.3 temporary help position for the
Burean of Readjustment Education for an undetailed workload in-
crease. We recommend disapproval of the request on the grounds of
msufficient justification, for a General Fund savings of $1,760.

It is noted that the unit is presently authorized a total of 8 clerical
positions for 11 professional positions resulting in 1 clerical position
for each 1.5 professional positions which is substantially higher than
the accepted standard of 1 clerical position for every two professional
positions.

Adult Education )

The Bureau of Adult Education is responsible for granting course
approvals for adult classes, adult schools, high schools and junior eol- -
leges which maintain classes for adults. The bureau also provides con-
sultative services to school districts regarding the program content of
adult classes. A relatively new responsibility for the bureau is the ad-
ministration of the federal adult basic education program which was
formerly authorized under Title ITb of the Economic Opportunity Aect
of 1964 but which was amended into Title III of the Elementary and
Secondary Education Act by the 1966 Congress. The program provides
federal grants to local school districts for the establishment of adult
basic eduecation courses for low income persons 18 years or older who
require basic instruction in reading, English, arithmetic and several
other courses found at the elementary level. California’s allotment un-
der the program is set at $1,534,703 in 1966-67 and is estimated at
about $1.7 million in 1967—68. Presently there are 15,000 pupils en-
rolled in the program in 58 school districts. No additional positions are
requested for this unit and the level of service will remain unchdnged.

Teacher Licensing :

The Bureau of Teacher Education and Certification is responsible
for licensing all teacher applicants who intend to teach in the public
school system. The teacher licensing unit has one of the largest staffs
in the Department of Education; it is presently authorized a total of
120 positions comprised of 52 credential fechnicians and a total of 68
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clerical positions. The total cost of the teacher licensing function esti-
mated at $1,266,060 in 1966—67 is financed by credential fees in the
amount of $10 which are paid by each teacher applicant who applies
to the department for a credential. Table I depicts the number of
credentials issued by the unit between 1962-63 and 1964-65 and the
estimated number of credentials issued during the period of 1965-66
and 1967-68. Table |
able

1962-63 1963-64 196465  1965-66  1966-67 1967-68 1968-69
93,809 114,405 133,784 145,000 160,000 176,000 193,000

The table illustrates that the workload for the unit has increased .at a
rate in excess of 10 percent per year between 1962—63 and 1965-66 and
is projected at a similar rate during the next two years.

For the last several years the Bureau of Teacher Education has ex-
perienced difficulty in providing teacher applicants with rapid serviee
in processing credential applications. The so-called ‘‘lag time’’ between
the date an application is received by the unit and the date when the
applicant is notified regarding his qualification has varied from one to
over four months. In 1965-66 the situation became so serious that the
unit was required to implement a priority system of processing creden-
tial systems whereby only the applications of teacher applicants who in-
tended to teach in the fall of 1965 were processed while lower priority
applications were allowed to backlog. The situation was ultimately
resolved by a major augmentation of staff for the credentials unmit.
Currently the lag time is approximately two months. The difficulties
experienced by the certification unit have been caused by several fac-
tors which are summarized below.

1. Workload and Manual Operation: The teacher licensing unit has
one of the heaviest workloads of any unit in the department and the

‘entire workload is processed manually. Table IT indicates the respective

types of manual operations performed by the unit for 1964-65 to
1966-67.

Table II

Number of

Number of Number Number of credentials

now fee letters of folders folders pulled form letters

reviewed screened ond filed and dictations

1964-65 _______ 254,101 278,000 323,954 280,720
1965-66 _______ 261,979 145,000 345,701 246,412
196667 ___.____ 346,000 266,810 448,000 342,800

2. Nature of Workload: Processing a credential application is a

‘complicated process; the department must manually check the package

of information submitted by the applicant to determine if it contains
a proper health record and a properly completed credential application.
It must also check ‘‘rap sheets’’ submitted by the Department of
Justice to determine if the applicant has a record and therefore merits
further investigation. If the applicant’s information is incomplete it
must be returned to him for further revision. If the applicant subse-
quently submits additional data his file must be pulled and screened by
clerical personnel requiring a great deal of time.
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Once it is determined that all information is in order the applica-
tion is evaluated by 1 of the 52 clerical technicians to see if the appli-
cant’s qualifications meet the requirements of the State Board of Edu-
cation. for the credential requested, which may be any one of five
credentials, although the standard credential for the elementary, sec-
ondary and junior college levels are those most commonly issued and
aceount for over 60 percent of the workload. The evaluation of an in-
dividual credential application requires approximately 30 minutes. of
manually examining the application, checking the courses completed by
the applicant against both the applicant’s college catalog and against
the state regulations to determine if the courses and course hours com-
ply with the regulations.

3. New Credential Structure: In 1961 the ‘Legislature enacted the
Fisher Act which increased the academic qualifications for elementary
teacher applicants. Under that law an apphcant for an elementary cre-
dential must have a BA degree and either a major or minor in any sub-
ject. In addition he must have 30 hours of addltlonal course work to be
completed within five years of employment; 45 hours of general educa-
tion courses, 12 hours of professional education courses and a course
in practice teaching experience. Under the old structure an applicant
needed only four years of college, a BA degree and 24 hours of profes-
sional education courses including six hours of practice teaching to
qualify for an elementary certificate. The new credential structure is
more complicated to adminster than the old one because of its more
rigid academic requirements. Commencing on September 15, 1966, all
new credentials are being approved and issued under the new regula—
tion. It is anticipated that this will increase the amount of time de-
voted by credential technicians in their evaluation and will increase
the cost per credential issued.

As a result of the difficulties experienced by this unit and the de-
partment’s frequent requests for additional credentials staff this prob-
lem has frequently been considered by the Legislature, most recently
by the 1966-67 budget committees, when the department requested
funds to finance two programmer IT positions to develop a plan to au-
tomate the process. The Legislature on our recommendation, directed
the department to contract with the Department of General Services
for the study and to finance the cost with $20,000 originally budgeted
for the programmer positions. The study was subsequently performed
by the Aerojet-General Corporation of Sacramento which submitted a
report entitled Electronic Data Processmg Systems for Credential Ap-
plications Evaluation. After rewewmg the repetitive manual proce-
dures for mail handling, screening, letter typing and the evaluation
process itself, the Aerojet representatives concluded that the design of
a data. proeessing system was the most satisfactory solution to this
problem. The report contains a systems analysis of the certification
process consisting of a narrative report and flow charts detailing the
entire system. The report recommended the complete automation of the
certification process with the initial effort directed at the elementary,
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secondary and junior eollege credentials which account for 75 percent
of the credentials issued and 60 percent of the unit’s workload. If is
anticipated that if the system were to be fully operative in 1970-71 a
credential application could be completely processed within a 24-hour
period.

In addition to improving the certification process itself the system
provides an automatic means of making analytical studies of the data
accumulated. Today, statistics regarding the academic background of
teacher applicants, their prior teaching experience, their ages, sex and
similar data are available only by manually pulling and screening in-
formation from over 400,000 folders. A computer operation would
make such information instantly available,

The major weakness of the report was a noticeable lack of detailed
information regarding.the cost of implementing and operating the sys-
tem and whether the cost could be financed from anticipated creden-
tial fee reimbursements. At our urging, the Department of HEducation
and the Aerojet-General Corporation developed preliminary cost infor-
mation in time for inclusion in the analysis. Based on a preliminary
but detailed cost estimate the Department of Eduecation believes *hat
the cost of the system could be financed entirely from the estimated
surplus in credential fees over the present cost of the manual creden-
tial evaluation process. Table III illustrates the anticipated cost of im-
plementing the system and the savings which would accrue when the
system is fully established.

The table indicates that the cost of automatmg the certification
process could be financed from the anticipated surplus in eredential
fees. During the first three or four years when the system is being im-
plemented the automated system would cost more than the present man-
ual system but would still be financed from anticipated surpluses in ere-
dential fee receipts. By 1970-71 the computer system would result in
a minor savmgs compared to the manwual process which would sub-
sequently increase.

We have examined the supporting documents on which the above
table is based and believe that the projected cost of implementing ‘the
system can be financed within the existing credential fee structure.
However, because of the preliminary nature of this cost estimate we
believe that these estimates should be reevaluated by the department
during the spring of 1967 to make sure that the cost estimates include
sufficient funds for augmentation of staff to process manually the an-
ticipated workload increase which will occur while the system is being
implemented.

1. We recommend that the Department of Education proceed with
the Aerojet-General proposel to automate the certification function.

2. We recommend that the department hire o full-time project di-
rector to supervise the implementation of the outomation system.

3. We recommend that the Department of Education reevaluate its
preliminary cost estimate for implementing the system and submit o
report regarding the wupdated -cost estimate and the progress of itm-
plementing this system to the Joint Legislative Budget Committee by
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TABLE 111

Analysis of Ability to Finance Automation Proposal From Anticipated
Surplus From Credential Fees
: 196768  1968-69 1969-70 1970-71 197172 1972-73  1978-714
Cost shown as (__) and
anticipated savings of
automation compared
to manual process® _____ ($93,269) ($263,208) ($172,161)  $5,633 $6,211  $254,879  $350,548
Estimated surplus of cre-
dential fee receipts over .
cost of manual process___ 815,914 347,508 308,255 420,483 462,530 508,780 559,650
Estimated surplus of cre-
dential fee recepits over
cost of automation_______ 222,645 84,302 208,004 426,116 468,741 768,741 763,659

1 Includes annual 10-percent increase in staff to process.

197475

$482,582

615,611

910,190

1975-76

$515,471

677,171

1,098,193

Total

$1,166,688

4,287,902

1,272,642
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November 1, 1967, along with any recommendation needed to make the
system fully operative prior to 1970-71.

4. We recommend that implementation of the proposed system re-
main separate from any other data processing proposals developed by
the department until such time as detatled cost information regarding
the consolidation of other proposals with this is submitted to the Legis-
lature for review.

5. We recommend that no more than 50 percent of the professional
staff required to implement the proposal be hired from outside of the
Department of Education.

Certification Workload: During the current year two intermediate
stenographer positions were administratively established for the Certi-
fications Office to process credential applications which must be checked
against ‘‘rap sheets’’ submitted by the Department of Justice. The cost
of the positions in the sum of $10,248 will be financed from reimburse-
ments from eredential fees. We recommend approvel of the request for
two clerical positions for the Certification’s Office for an additional cost
of $10,248 to be offset by reimbursements.

The 1966 Legislature authorized the establishment of one consultant
position in teacher education for the Bureau of Teacher Education and
Certification to administer a new teacher employment service in the
unit, but on our recommendation, directed the department, to finance
the cost with federal funds. The State Board of Education failed to allo-
cate funds for this purpose and the position remains unfilled. Although
the salary supplement to the 1967-68 Governor’s Budget reflects a
termination date of June 30, 1967, for the position, the support budget
contains $12,096 in General Funds to finance it. We do not believe that
the consultant position should be included in a workload budget since
its proposed responsibilities represent an increase in the level of service
of the unit. We recommend that state support for the one consultant
posttion be deleted for a General Fund savings of $12,096.

The amount budgeted for workload adjustment for the department
contains a sum of $10,000 for reading examinations for specialist read-
ing teachers, connected with the Miller-Unruh Basic Reading Act. Gen-
eral Fund support for these examinations is unjustified, since their cost
will be financed from reimbursements from school districts and/or from
reimbursements from specialist teacher applicants. We recommend that
the amount budgeted for this purpose be deleted for a General Fund
savings of $10,000.

5. Division of Special Schools and Services

Increase
1966—67 196768 Amount Percent
$856,789 $826,801 $29,988 3.5

The Division of Special Schools and Serviees is responsible for the
state level supervision of California’s special education program for
mentally retarded and physically handicapped minors. The division ad-
ministers the state residential schools for deaf, blind and cerebral pal-
sied children discussed elsewhere in this analysis, and it coordinates
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special education programs operated by school districts for mentally
retarded and physically handicapped children. The growth of the spe-
cial education programs maintained by California’s elementary and
secondary schools is indicated in the following summary of the average
dally attendance in local programs

1965-66 1966—67 196768

Classes for physically handicapped___________ 21,949 23,531 25,000
Classes for mentally retarded.._________.______ 49,492. 55,103 58,000
Classes for severely mentally retarded_.______ 5,567 6,054 7,300
Classes for educationally handicapped_ ______ 4,258 7,590 13,500

Total 81,266 92,278 103,800

The division is composed of five administrative units; a new unit, De-
velopment Centers for Exceptional Children, which is discussed else-
where in the analysis, was established durmg the current year to ad-
minister the Development Centéer Program for Physmally Handicapped
and Mentally Retarded Minors. The five ﬁmts in the d1v1smn are listed

below :
Administrative Unit
Bureau for Educationally Handicapped and Mentally
Retarded Children - .
Bureau for Physically BEixceptional Children
Clearing House Depository
Development Centers for Exceptwnal Children

General. Fund support for the Division of Special Schools and Services
is proposed in the amount of $826,801 before adjustments representing
a decrease of $29,988 below the present level. The decrease is primarily
due to a reduction of 1.5 authorized positions because of the unavail-

ability of federal funds and because of a minor reduction in operating
expenses.

The workload ad;]ustment for the department includes a sum of
$2,200 for 0.3 temporary help position to be shared by three of the
units:. We recommend approval of the request for an additional 0.3
temporary help position for an additional General Fund cost of $2,200.

The 1966 Legislature appropriated a sum -of $17,500 to the depart-
ment for a study of programs for mentally glfted puplls It is antici-
pated that the study will be completed later in the spring of 1967 and
that a report will be issued at that time. _

) Research Projects

The majority of the research projects performed by the Department
of Education is financed by state funds authorized by the McAteer Act
and by federal funds authorized by Title V of the Elementary and Sec-
ondary Aet of 1965; both of these programs are discussed under the
budget item for the Office of Compensatory Education. Currently the
department also participates in several limited term projects, reflected
in the general activities budget, which are finanéed by federal grants.
These limited term projects are summarized below.

‘1. Coordinating Unit for Occupational Research : The main obJec-
tlves of thls unit are to eneourage sehool dlstrlets to develop research
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" projects in the field of vocational education and to provide state level
coordination for such activities. In addition, the unit will develop eval-
uative -criteria and guidelines which may be used by the state and
school distriets to evaluate the effectiveness of local vocational educa-
tion projects. Presently the cost of the project is financed entirely from
federal funds available under the provision of the Vocational Educa-
tion Aect of. 1963. However, commencing in 1967-68 the state will be
required to finance 5 percent of the unit’s $90 000 cost with $4,500 in
state Gteneral Funds or in kind matching services, although the budget
does not reflect this matchmg requirement. In subsequent years it is
antmlpated that the unit will be financed by some combination of state
and federal funds. The department proposes to continue the 2.5 posi-
tions administratively established for the unit during the current year.
We. recommend approval of the proposed positions. _

2." Educational Data Processing: The main objective of this project

is to-develop comprehensive data processing subsystem involving pupil
personnel information, certificated personnel data and fiscal procedures
which may be used by school districts to improve their educational pro-
grams. The project is closely connected with the three regional data
processing centers which are presently supported by federal funds
under the provisions of Title [II of the Elementary and Secondary
Education Aet of 1965.
~ 8. Advisory Services Desegregation Progect This projeet, financed
by a-federal grant in the amount of $153,901 under Title IV of the
Civil Rights Act of 1964 is designed to provide technical assistance to
school districts regarding problems incident to desegregation. It is an-
ticipated that the project will be completed during the 1968-69 fiscal
yvear. A total of 7.8 positions were administratively established in the
department during the. current year to administer the program; it is
proposed that they be continued during the budget year for no increase
in General Fund cost.  We recommend approval of the proposed posi-
tions.
4. Statewide Program on Smokmg and Health: This project, fi-
nanced by a federal grant in the amount of $29,966, is concerned with
the proposed role of the Department of Education regarding smoking
and health. It is anticipated that the project will be completed in May
1967 at Whlch time a report will be issued:

Depdr{menf of Education

SCHOOL BUILDING AID
ITEM 74 of the Budget Bill . Budget page 166
FOR ADDITIONAL SUPPORT OF THE DEPARTMENT OF EDU-

CATION GENERAL ACTIVITIES FROM THE SCHOOL BUILD-
ING AID FUND

Amount requested e $185,800
Estimated to be expended m 1966—67 ﬁscal year ) 164,000
Inerease (13.3 percent) : - $21,800
TOTAL RECOMMENDED REDUCTION i - ' None
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GENERAL PROGRAM STATEMENT

The Bureau of School Planning in the Department of Rducation is
required by the Education Code (Section 15301) to review plans for
school construction and site acquisition in the following categories: (a)
projects in which state or federal moneys are involved including all
school districts receiving apportionments under the State School Build-
ing Aid Program and (b) projects in excess of $5,000 in school districts
not governed by city boards of education. In each case, the bureau
charges the distriet a fee of 14, of 1 percent of the total anticipated
cost of the project as estimated by the Office of Architecture and Con-
struction. In addition, the bureau is authorized upon request of the
governing board to make surveys of the building needs of school dis-
tricts provided they are not governed by city boards of education. A
fee is charged to the district for services rendered less the cost of
salaries of the state employees.

For school districts partmlpatlng in the State School Buﬂdmg Aid
Program, the bureau receives an annual appropriation from the School
Building Aid Fund. This appropriation is used to cover the expenses
ineurred in checking the plans submitted by state aided districts.

ANALYSIS AND RECOMMENDATIONS

In the budget year, the Department of Education, Bureau of School
Planning, is requesting $185,800 from the School Building Aid Fund
to finance that portion of its activities devoted to checking the plans of
school districts participating in the State School Building Aid Pro-
gram. This is an increase of $21,800 from the current year’s budget.
The reason for the increase may be traced to the passage of SB 28
(Chapter 106, Statutes of 1966, First Extraordinary Session) and
AB 100 (Chapter 26, Statutes of 1966, First Extraordinary Session),
the State School Building Aid Bond Law of 1966, both of which pro-
vided for $35 million in bond funds to be apportioned to school dis-
tricts for capital outlay compensatory education purposes. These acts
of the Legislature and the electors of the state have caused an increase
in the workload of the bureau resulting in the added needs from the
School Building Aid Fund.

The total budget request of the Bureau of School Planning is
$380,039. From this, $85,000 is reimbursed by school distriets for plan-
ning services and plan checking, leaving a request of $295,039. Of this
amount, the $185,800 in requested support from bond funds constitutes
63 percent of the bureau’s budget, the same percentage as in the cur-
rent year.

We recommend approval as budgeted.

Department of Education
NATIONAL DEFENSE EDUCATION

The National Defense Education Act provides federal financial assist-
ance to the states and local educational institutions to promote educa-
tional programs to meet the defense requirements of the United States.
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Under present provisions the act will remain in effect through June
1968. The Bureau of National Defense Education within the Depart-
ment of Education is responsible for administering Titles I1la and ITIb
of the act which are designed to improve instruction in specific subject
matter areas while the Bureau of Personnel Services in the department
administers Title V of the act which is concerned with guidance and
counseling. The titles of the act and their main purposes are listed
below.

Title II. Awuthorizes loans to students in institutions of higher edu-
cation. General Fund participation is one-tenth of the total expenditure
with federal funds meeting the balance. The program is administered
by the Trustees of the California State Colleges and the 1965-66 budget
request for the item is discussed elsewhere in the analysis.

Title III. Authorizes federal assistance for the improvement. of
instruction of science, mathematics, foreign languages, English, reading,
geography, history and civies. Title IIIa provides federal funds matched
by local sources for the purchase of special equipment and materials
to be used for teaching secience, mathematics, or foreign languages. Fed-
eral subventions to local districts under Title IITa are reported in the
local assistance portion of the budget.

Title I1Ib provides grants for the expansion of supervisory services
in the public schools for the above subjects; the title also provides sup-
port for state level administration of Title I1Ia. State and federal funds
for Title ITIb are expended for the following purposes:

1. Evaluation, processing and approval of federal funds.

2. Preparation of studies, reports and dissemination of NDEA proj-
ect information. :

3. Authorizes consulting services within the department and to local
school districts maintaining NDEA projects.

Title IV. Provides funds for graduate study fellowships. The fel-
lowships are not connected with the loans available under Title IT nor
does the state administer them.

Title V. Provides federal support for the establishment and main-
tenance of testing, guidance and counseling programs. Federal matching
requirements are presently satisfied by the existing level of state and
local expenditures for the purposes covered by the title. Federal sub-
ventions for the activity are found in the subventions portion of the
budget. In California funds under Title V are used to identify able
students and to guide and counsel pupils at the elementary, secondary
and junior college level with regard to their future educational needs.
Another section of the title authorizes the establishment of guidance
and training institutes, arranged with local educational institutions by
the United States Commissioner of Education.

Departmental responsibility for the administration of funds available
under Title V rests with the Bureau of National Defense Education.
School district applications for funds are made directly to the bureau.
If the applications meet the provisions of the title the school districts
are authorized to implement their projects and are subsequently reim-
bursed by federal funds following the submission of claims for costs
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incurred in their respective programs. Total federal fund allotments
for Title V in California are expected to amount to $1, 886 782 in 1967—
68 which is equal to the current level.

Title VI. Awuthorizes the United States Commissioner of Educatlon
to arrange with colleges and universities for the establishment of mod-
ern languages teaching centers and instructional centers in related sub-
jects such as geography, political history, economics; ete. In California
institutions of higher educatlon both public and prlvate, partlelpate in
the program.

Title VII. Authorizes the United States Commissioner of Edueca-
tion to contract with public and private organizations to research the
use of instructional media such as radio, television and motion pictures.

Title VIII. Title III of the Vocational Education Act of 1963 re-
placed this act which provides for area vocational education ‘in Cali-
fornia and is discussed in the analysis in the sectlons devoted to voca-
tional education.

Title IX. Hstablishes the Science Informatmn Servme National
Science Foundation.

Title X. Miscellaneous. In Cahforma this title provides federal
funds to match state appropriations and is designed ‘to improve statis-
tical services of the Department of Education’s Bureau of Educatlon
Research.

Title XI. Training Institutes. Provides funds for 1nst1tut10ns to
improve the teaching of modern foreign languages and English taught
as a second language, along with English, reading, history, geography,
disadvantaged youth, school 11brary personnel, -and educational medla
specialists.

Table I depicts the total federal, state and local- expendltures for
Titles III, V and X for the last completed fiscal year, 1965-66, and
ineludes proposed expenditures for 1967—68. The local exp'enditure
column for Titles III and V shows only the districts matching require-
ments. However, actual district expenses 1ncurred in these programs
exeeed the matchlng regquirements.

Department of Education
NATIONAL DEFENSE EDUCATION
ITEM 75 of the Budget Bill . Budge’c page 177

FOR SUPPORT OF NATIONAL DEFENSE EDUCATION ACT,
TITLE lllb FROM THE GENERAL FUND

Amount requested in Budget Bill __ i : $310‘,56’0
Budget request before identified adjustments _________. $342,551. o
Increase to recognize full workload change — 2,515
Budget as adjusted for workload change ______________ $345,066 -
Adjustment—undetailed reduction (10 percent) .._..._ - - 34,506

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ None

BALANCE OF UNDETAlLED REDUCTION—REVIEW PENDING $34,506
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1965-66 (actual)

Table 1 ‘
National Defense Education Act

Expenditures for Titles lil, V, and X

196667 (estimated)

1967-68 (b'roposed)

Federal State Local " Federal State Local : Federal State " Local
Title I1T ’ . !
A. Local projeets _____ $4,927,071 $4,927,071 $5,397,189 . $5,397,189 $5,397,189 - $5,397,189
B. State level : - . : : o
Administration ____ 332,250 $282,854 - 368,564 - $326,154 _— 381,646 $342,551 —_—
Title V : - T
Guidance ) - . . ; .
State level —_________ 168,142 -1 168,142 * 272,397 -1 272397 * 270,637 -1 270,637 *
Subventions _________ 2,157,330 1 ok 1,886,535 _-1 % 1,886,782 N ¥
Title X ’ . o
Statistical reporting . 39,643 39,643 — 50,000 50,000 — 50,000 50,000 —_—
Total . _____ $7,624,436 $322,49‘7 $5,095,213 $7,974,685  $376,154  $5,669,586 $7,986,254 $392,551 $5,667,326
Grand total, all sources ___ - $13,042,146 $14,020,425» ‘ $14,046,631

* Local school district funds at or above matehing requirements.

L No state funds rquired.
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Summary of Policy Options

1. Delete amount of $800,000 from sum budgeted for Chapter 106,
1966 Statutes. Transfer $400,000 to Title ITIb to obtain an additional
$400,000 in federal funds for General Fund savings of $400,000. The
$800,000 would be used for special reading projects.

2. Increase General Fund support by $400,000 (to be matched with
$400,000 in federal funds) and use funds to employ additional special-
ist reading teachers for skill centers.

) 3. Reduce temporary help for bureau for General Fund savings of
25,000.

GENERAL PROGRAM STATEMENT

Title III, Improvement of Instruction, is composed of two parts, Title
ITTa and Title I1Ib, which are described below.

Title I1Ta provides federal funds to the Department of Education
for reimbursements to school districts for the purchase of equipment
and materials and for minor capital outlay expenses such as the remod-
eling of existing facilities. The purpose of the program is to improve
the instruction in the subject fields of reading, mathematics, science,
foreign language, reading, English, history, geography and civies. It is
estimated that California will receive about $5.3 million for Title I1Ia
in 1966-67 including reallocations; this is equivalent to the 1966—67
level of support. It 1s anticipated that 40 to 50 percent of the state’s
1,189 school districts will participate in the program in the budget year.

Title TIIb provides federal assistance for the expansion of supervi-
sory services to improve instruction in the aforementioned subject mat-
ter areas, and for the production of instructional materials at the local
level. Both Title IITa and Title IIIb are administered by the Bureau
of National Defense Eduecation within the Division of Instruction. In
1967-68 it is estimated that 50 percent of the total man-days of consul-
tant services financed by Title IITb will provide consultative services
for the elementary schools and the remaining man-days will be divided
between the high school and junior college levels.

ANALYSIS AND RECOMMENDATIONS

General Fund support for Title ITIb is proposed at $342,551 before
adjustments. The adjustments include an amount of $2,515 for work-
load and an undetailed deduction of $39,506. The addition of the work-
load amount results in a workload budget of $345,066. When the 10
percent reduetion is 1ncluded the request totals $310 560, the amount
in the Budget Bill.

Federal support for the program is set at $381,646, an increase of
3.5 percent. Total General Fund and federal fund support is proposed
at $692,206 before adjustments for the budget year.

Table IT shows the number of project applications approved for Title
IITa and the amount of federal funds encumbered for California school
distriets as of December 30, 1966. California was notified of its Title
IITa allocation late in December 1966 ; therefore these figures are only
preliminary. An additional amount of $2.2 million remains to be allo-
cated for the 1966-67 year.
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Table Il

Number of NDEA llla Projects and Federal Funds Approved by Subject Area
(1966-67 Projects From Lists of Approved Projects as of December 30, 1966)

Number of projects approved

Junior Federal funds approved
Hlementary Secondary  College Totai Elementary Secondary Junior Qollege Total
Science . _______ 159 176 83 418 . $276,545 $476,264 $301,633 $1,054,442
Mathematies . ____ 55 38 4 97 68,551 40,418 6,106 115,075
Foreign Language . _____ 149 81 9 239 202,266 178,105 55,311 435,682
Reading _——______________ 128 35 6 164 330,689 58,197 10,181 400,087
Bnglish oo 31 69 9 109 49,056 91,736 21,969 162,761
History ——— - 22 39 4 . 65 28,473 61,046 5,452 94,971
Geography ——— . ___—__ 78 15 1 94 131,689 10,421 869 142,979
Civics 3 8 1 12 1,183 7,449 249 8,881
Eeconomies - ____ 3 1 2 6 3,200 389 520 4,109
Combination _____________ 236 127 28 391 671,383 314,252 80,697 1,066,332

Grand Totals ——____ 859 589 147 1,595 $1,763,035 $1,239,277 $482,987 $3,485,299
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The 1966 Legislature, on our recommendation, directed the Depart-
ment of Education to submit a report to the Joint Legislative Budget
Committee by December 1966 which would describe the accomplish-
ments of the National Defense Hducation Act program in California
from 1963-64 to the present. Although the entire report was not com-
pleted in time for inclusion in this analysis the department has com-
pleted a chapter regarding the effect of the Title ITIb program on
improving the instruction of reading, which sought to answer the
question: To what extent has the Title III reading projects actually
improved pupils reading gkills? A summary of the department s eval-
uation follows:

To determine the effectiveness of reading prOJects financed by Title
IIT of the National Defense Education Act the department selected,
from over 500 reading projects maintained during 1965-66, 43 progeets
believed to have the best plans for evaluation. Admlmstrators of these
43 projects were then contacted and asked to submit detailed evalua-
tions to the burean. Of the 35 evaluations submitted 21 form the basis
for the department’s report. One of the most shocking conclusions
of the department’s report was that ‘“While almost all reports are
generally supportive of Title IIT reading programs, only two evalua-
tions out of 500 projects offer reasonably valid and reliable answers
to the question, ‘‘Can it be documented by pupil achievement scores
that the Title III program has improved the instruection of reading?’’
One evaluation revealed negative results while the other concerned a
project funded in its entirety by the local district. Extracts of several
of the project evaluations are listed below to indicate that pupils who
participate in Title III reading projeets improve their reading abilities
but the department believes that it is impossible to determine the de-
gree to which the 1mpr0vement is caused by the projects or by some
other factor.

1. Alameda County Remedial Readmg Centers. Reading tests
were administered at the beginning of the program and intermittently
during the year. In one of the reading centers, achievement for a
three-month period, measured by a standardized test, varied from no
progress to a 43-year gain in reading grade level.

2. TLiong Beach Unified School District-City College Remedial Read-
ing Program. The average improvement was 2% times the original
reading speed of each student per semester, with equal or better compre-
hension. Vocabulary growth was indicated by grade level and percen-
tile on the Towa Silent Reading Test indicated an average improvement
of 3.4 years per semester.

3. College of Marin Remedial Reading Progect This six-week sum-
mer program involved 60 students who had not intended to continue
their education beyond the high school level. Of the 60 students begin-
ning the program 57 students finished it. Half of the students’ time
was spent in the reading laboratory working with reading machines
and half of the time was spent in the classroom working with reading
techniques. The SRA Reading Record which was administered to all
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pupils before and after the program to measure reading comprehen-
sion and voeabulary indicated an average gain of two years.

4. Stockton Unified School Distriet Primary Project. This project

involved the purchase of equipment and materials to provide listening
centers and materials for kindergarten and first grade pupils to en-
hance language development. The evaluation indicated there was a
slight loss among the pupils participating in the project. It is interest-
ing to note that the respondents of a similar project carried out by
another district felt.that the pupils enrollment in the project demon-
strated progress but the . officials did not know if the progress was
attributable to the use of listening centers or to some other factor.

‘While most of these projects indicated that pupils participating in
them improved their reading achievement levels the department does
not believe that one may conclude from the evaluations that the Title
IIT projects improve pupil achievement levels since most projects did
not utilize control groups to measure the suceess of the programs. The
department attributed much of the problem to the inexperience ex-
hibited by school districts in establishing evaluative procedures and
to the feeling expressed by many school people that the ‘‘prime pur-
pose of school is to educate children not to manipulate them in experi-
mental situations.’

The department felt that one local evaluation was performed with
a sufficient amount of research controls to merit inclusion in the re-
port. A synopsis of this progeet which was earried out by the Covina-
Valley Unified School Distriet is included here because of its similarity
to the types of programs authorized by the Miller-Unruh Basic Read-
ing Act. The main purpose of the program was to provide remedial
readmg instruction to primary grade pupils in 18 elementary schools
in the district through the employment of spec1ahst reading. teachers.
A total of six full-time specialist teachers service the schools on a full-
time basis while six part-time’ teachers served six schools for a period
of two hours daily following their regular teaching assignment. The
speciahst teachers spent approximately two-thirds of their time instruet-
ing pupils in grades two and three and devoted the balance of their
time to pupils in grades four through six, The teachers worked with
pupils on an individualized basis or in groups of two’s and three’s for
periods of 30 to 45 minutes per day. A total of 297 pupils participated
in the experimental groups while a total of 188 pupils participated in
the control group.

A comparison of the readmg levels of the control group and the
experimental group both before and after the project indicates that
it was quite successful in improving the achievement levels of the
pupils. On the average, pupils receiving remedial reading services pro-
gressed one school year while in the program compared to .5 school year
progress for the control group during the same period. Of the 297
pupils originally enrolled in the program-a total of 169 pupils or 59
percent made sufficient progress during :the program so they could
return to their regular classroom at the end of the school year. Table
III shows the improvement in reading skills attributable to the pro-
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Table Iil

Covina-Valley Unified School District Remedial Reading Program

1965-66 (First Full Year of Operation)

Comparison of Reading Achievement Test Results

Beginning

avg. CRT
Average or ITBS
No. of time in Avy. score
Grade level pupils program LA, 10/65
Grade 2 Exe________ 90 12 wks. 106 1.5
AGP 21"
(Grade 2) Con.________ (66) 103 1.6
Grade 3 Bx.____________ 99 15 wks. 104 2.3
. AGP3.1
(Grade 8) Con.—________ (29) 106 2.7
Grade 4 Bx,____________ 55 12 wks. 107 3.3
- AGP 4.1
(Grade 4) Con.________ (42) 102 3.1
Grade 5 Ex.____________ 34 11 wks. 109 4.1
AGP 5.1
(Grade 5) Cone———_____ (31) 101 4.0
Grade 6 Ex.____________ 19 9 wks. 107 5.1
95 5.0
(Grade 6) Con.——______ (20) AGP 6.1

Ex. = experimental group.

Con. = control group.

Number of children in experimental group—297.

Number of children in control group—188.

Total averagz gain for grades 2 through 6—Experimental group, 1.0 (1 school year).
Average length of time in program, 13 weeks.
Comparison group, 0.5 (% school year).

Ending
avy. CRT
or ITBS

score

5/66

2.3
2.9
2.2
3.

3.9

O G1 O b ST GO 4 i 00
N S S -

() Indicates control group.

+8
w5

+h+ B+ o4+ Ey
Lo, = -3 Qo0 O =}

Diff.
hetween
exper. and
control

+2

4.6

+.1

+.6

+.7

Below
actual
grade
place.
Beginning
—6
—5

—8

—4
-8
—1.0
—1.0

—L1
—1.0
~—1.1

AGP = Age grade placement at time of testing.

Below
actual
grade
place.
Ending

—.6

—T
—.5

—7
—.8

—1.1
—T7

—14
—.8
—1.6

Loss or gain
compared to
normal rate
of progress

0

—2
+.3

-—3
0

—1
+.3

—.3

+.2
—5
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gram. Although it is difficult to generahze on the bas1s of one program,
the success of the Covina Valley Unified project indicates that full
implementation of the Miller-Unruh Basic Reading Aet which also
supports the specialist teacher concept will positively affect pupil
reading levels statewide.

It appears clear that the Department of Education, local distriet
administrators and the Legislature need more documentation concern-
ing the effectiveness of local reading projects such as the Covina Valley
Unified program on which to base policy decisions. We believe that the
following recommendations will result in such information which might
then be used to influence policy decisions at both the state and loeal
level regarding the best and most economical methods of improving the
instruction of reading in the public schools.

We recommend that the -Bureau of National Defense Education in
cooperation with the Office of Compensatory Education formulate
evaluative guidelines for school districts which will enable districts to
evaluate more effectively the success of local projects financed by state
and federal funds, including projects for both regular and disadvan-
taged pupils. We recommend that those evaluative gurdelines be pre-
pared by November 1, 1967, and a copy be submitted to the Joint
Legislative Budget Comm'Lttee at that time.

We recommend that the Legislature direct the Bureau of Na,twnal
Defense Education and the Office of Compensatory Education to per-
form a comprehensive study of three types of reading programs for
primary oend secondary pupils, enrolled i both the regular school
program and the compensatory education programs. The effectiveness
of the following types of programs shall be analyzed.

1. A program making extensive use of language laboratories wtilizing
the most up-to-date form of programmed language instruction with o
manimum of instruction and supervision by teachers.

2. A program making equal use of language skills laboratories and
individualized instruction by teachers.

3. A program utilizing specialist teachers only.

We recommend that the Bureaw of National Defense Education and
the Office of Compensatory Education submit a progress report to the
1968 Legislature and a final report to the 1969 Legislature. The
progress report and the final report shall include a detailed cost break-
down regarding the costs of the individual programs.

We recommend that the Legislature, by resolution, direct the Bureau
of National Defense Education to allocate a portion of California’s
1966—67 entitlement under NDEA Titles IIla and I1Ib for the three
types of programs listed above, and we recommend that the Legislature
‘direct the Office of Compensatory Education to encourage school dis-
tricts masntaining compensatory education programs to participate in
the study. Our recommendation that the Legislature introduce a resolu-
tion for the use of federal funds for the project is based on the fact
that the National Defense Education Act program is governed by a
state plan approved by the State Board of Education. We believe that
a resolution would insure that the state board will carry out the project.
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The Department of Education reports that California will be entitled
to $442,838 more federal funds for consultant services under Title ITTb
in 1966—67 than the amount budgeted and that approxnnately the
same amount of additional funds will be available in 1967-68. To re-
ceive these additional funds in the current year and in the budget
year, additional! General Fund amounts of about $400,000 must be
allocated. The followmg policy - optlons are suggested for cons1derat10n

POLICY OPTIONS

1. An amount of $9 mllhon is proposed in the subventlons portlon
of the budget for Senate Bill. 28 (Chapter 106, 1966 Statutes) which
authorizes funds for the reduction of class sizes in hard-core poverty
area elementary schools and authorizes special reading projects for
pupils in grades 7-9. The policy option is to reduce the amount budgeted
for special reading programs for grades 7-9 by a sum, of $800,000 and
to transfer an amount of $400,000 to the budget for Title IIIb to cap-
ture an equivalent amount of Federal Title I1Ib funds that are avail-
able to California in 1967-68, resulting in a net General Fund savings
of $400,000. The additional funds would then be used for special read-
ing projects administered and supervised by the Bureau of Natlonal
Defense Education.

2. A second policy optlon is to .increase General Fund sup-
port by $400,000 for the Title IIIb program in the budget year. to
obtain matching.funds of $400,000 and allocate the $800,000 for the
employment of 70 to 80 reading teachers to expand the basic.education
courses in reading and mathematics which are offered by the. Skill
Centers financed by the Manpower Development and. Training Aet.
The Skill Center program, discussed in detail under Vocational Educa-
tion in California, provides comprehensive instructional and occupa-
tional training programs for unemployed and underemployed in-
dividuals. Presently about 13 percent of the enrollment in such centers
is composed of functional illiterates, i.e., individuals who ecannot read
or write. The implementation of this policy option would permit the
Skill Centers to extend adult basic education to more individuals not
presently enrolled in the program.

3. A third policy option .is to delete a sum of $50 000 (50 50
state and federal) from the amount of $104; 719 budgeted for temporary
help for the administration of Title IIIb for a net General Fund say-
ings of $25,000. Currently the bureau is authorized a total of 16 profes-
sional temporary help. positions. These positions are filled on a part-time
basis by educational experts from outside the. department to provide
direct and indirect consulting services to school distriets to improve
instruetion in specific subject matter areas. The cost of the temporary
help positions in the amount of $104,719 is financed by a combination
of :state and federal funds.on 50-50 matchmg basis. A reduction in the
amount of temporary help authorized by the Bureau of Natlonal De-
fense Education would reduce the level of services offered school dis-
triets in the year, but would not necessitate the deletion of permanent
positions. The major advantage of the policy option would be a Gen-
eral Fund savings of $25,000. The major disadvantage of the policy

220




Item 75 Education

National Defense Education—Continued

option would be substantial reduction in the level of service offered
school districts for a relatively minor amount of General Fund savings.
Implementation: of the reduction of $50,000 from the present amount
of:$104,719 that is budgeted. for the bureau’s temporary help staff of
16 positions would result in- a reduction of staff equivalent to 7.6 posi-
tions; yet only $25,000 in General Funds would ‘be saved because of
the state and federal matching requirements. .

TITLE V

Tltle V (Gmdance and Counseling) is admmlstered by the Bureau of
Pupil Personnel Services within the department. No General Fund sup-
port is budgeted for the program sinee current expenditures from state
and local sources satisfy the matching requirements of the federal law.
In response to the 1966 Analysis of the Budget the Legislature directed
the Department of Education, as part of its evaluation of the NDEA
program,; to provide documentation regarding the effectiveness of the
Title V program in reducing high school dropout rates in the publie
schools. A summary of the ehapter covering this subject follows.

The department concludes that there has been a large increase in the
number of projects which dealt with dropouts or potential dropouts in
the public schools. Table IV illustrates the increase in the number ‘of
prOJects concerned with dropouts between 1958-59 ‘and 1965-66.

B T Table 1V
. o 1958-59 1962-63 1965-66
Number of Title V projects i 162 160 288
Number of Title V projects concerned
with dropouts 0 10 45
Percent of Title V projects concerned .
with dropouts 0 7 16

Even though the figures 1ndlcate that the number.of dropout projects
has increased during the past several years, it is interesting to note that
only 16 percent of.the total number of Title V projects were devoted to
this purpose in 1965-66. One might anticipate greater school district
interest in this problem in view of the fact that high school dropouts
are such a serious problem.

The department believes that NDEA Title V funds have aided dis-
tricts to reduce dropout rates. A few of the extracts of such evaluations
are listed below.

Benicia Unified School District: It was estimated that the dropout
rate was reduced 50 percent in the last four years Wlth the help of
NDEA funds. "

‘Carpinteria Unified School Dlstrlct: An increase in eounseling help
financed by Title V funds enabled 45 students identified as potential
dropouts to remain in school.

El Monte Union High School Dlstrlct Prlmanly as a rebult of an
NDEA Title V program the dropout.rate was less than 10 percent for
the first time in history.

San Luis Obispo County : A reduction in the county dropout. rate
from 18 percent in 1963 to 12 percent in 1966 was claimed to be due to
its NDEA project.
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It appears that the Title V program has been successful in reducing
dropout rates of some pupils enrolled in federally financed programs.
We feel, however, that the department has failed to demonstrate con-
clusively the types of activities which are most effective. in lowering
dropout rates among high school pupils as was requested by the Legis-
lature. We believe that such information would be of interest to both
the Legislature and to local school distriets maintaining special guid-
ance programs for dropouts, and therefore make the following recom-
mendation. .

We recommend that the Department of Education analyze the exist-
ing dropout projects maintained by the public schools which are
financed by Title V funds in order to determine the most effective types
of programs and the components of such programs used to reduce drop-
out rates. We recommend that the conclusions of the report be based on
comparable information regarding dropout rates and that they be based
on objective data. '

We also recommend that the Department of Education prepare a pre-
Iiminary guideline in guwidance and counseling activities for distribu-
tion to the public schools on a reimbursement basis, which will outline
effective methods of reducing dropout rates in the schools supportable
by documentation. It 1s recommended that o report regarding these two
recommendations be submaitted to the Joint Legislative Budget Commat-
tee not later than November 1, 1967, along with the department’s an-
nual report regarding the accomplishments of the Title V program dur-
ing the past yeor.

Department of Education
NATIONAL DEFENSE EDUCATION
ITEM 76 of the Budget Bill Budget page 180

FOR SUPPORT OF NATIONAL DEFENSE EDUCATION ACT,
TITLE X, FROM THE GENERAL FUND

Amount requested in Budget Bill $45,000
Budget request before identified adjustments____________ $50,000
Increase to recognize full workload change ____________ None
Budget as adjusted for workload change______________ $50,000
Adjustment—undetailed reduction (10 percent) _______ $5,000
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ None
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $5,000

GENERAL PROGRAM STATEMENT ]

" Title X, Improvement of Statistical Services, provides federal assist-
ance to improve the statistical services of the Bureau of Eduecation
Research within the Department of Education. Federal funds are used
to augment existing departmental expenditures for improving methods
of collecting educational data. The funds also support the development
of accounting manuals, and reporting manuals.
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ANALYSIS AND RECOMMENDATIONS

A sum of $45,000 in general funds, adjusted for the 10 percent re-
duction, is budgeted for the Title X program in 1967-68 which is
equivalent to the current level.

Depariment of Education
ELEMENTARY AND SECONDARY EDUCATION ACT )
ITEM 77 of the Budget Bill Budget page 181

FOR SUPPORT OF THE OFFICE OF COMPENSATORY
EDUCATION FROM THE GENERAL FUND

Amount requested in Budget Bill $218,641
Budget request before identified adjustments ___._______ $225,059
Increase to recognize full workload change —_ . ______ 17,875
Budget as adjusted for workload change _____________._ $242,934
Adjustment—undetailed reduction (10 percent) —_______ 24,293
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $11,702

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $12,501

Summgry of Recommended Reductions Budget
Amount Page Line

Bureau of Administration and Finance

1 intermediate clerk $5,102 181
Bureau for Teacher Education and Research
Temporary help 6,600 181

GENERAL PROGRAM STATEMENT
Elementary and Secondary Education Act of 1965

The Department of Education is responsible for administering sev-
eral federal and state programs designed to improve the quality of
education in the public schools. The following analysis of the Ele-
mentary and Secondary Eduecation Act of 1965 and of the Office of
Compensatory Education which is responsible for administering a ma-
jor portion of the act also contains a desceription of the major state
educational programs that are closely related to the federal education
program. Many of the state programs discussed such as the McAteer
Act and the Unruh Preschool Program do not appear under this
budget item, but appear under the Local Assistance portion of the
budget. However, these state programs are included in the discussion
of this budget item in order to provide an overview of the newly estab-
lished categorical aid education programs currently operating in Cali-
fornia.

The Elementary and Secondary Education Aect of 1965 (PL 89-10),
provides federal financial assistance to the states and local school dis-
tricts to improve education opportunities for disadvantaged pupils and
to improve the overall quality of education in the public schools. It is
anticipated that California will receive approximately $115 million.
as its share of the program in 1967-68. The law is presently composed
of six titles. Title VI, added by 1966 congressional amendments author-
izes federal support for the first time to school districts for the main-
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tional state programs have been established for disadvantaged pupils.
Presently the Office of Compensatory Education is responsible for the
administration of four major state and federal compensatory education
programs which are listed below with the proposed expenditures for
local assistance in 196768 :

Title I—Compensatory Education $89,312,256
(Chapter 106, Statutes of 1966) (SB 28). Reduction of pupil- S
teacher ratio in elementary schools in poverty areas______ 7,000,000

McAteer Act—Research projects and teacher training—
amount budgeted with funds from Chapter 106__________ 1,000,000

Unruh Preschool Act—DPreschool programs for children of low
income families 15,002,444
$112,314,700

The above amounts for local assistance are reflected in the subven-
tions portion of the budget. However, for convenience the programs
will be discussed under the appropriate units of the Office of Com-
pensatory HEducation. The Office of Compensatory Hduecation is com-
posed of eight bureaus which are listed below.

Administrative Unit

Bureau of Program Development

Bureau of Administration and Finance
Bureau of Community Services

Bureau of Program Evaluation

Urit for Research and Teacher Education
Bureau of Intergroup Relations

Bureau of Preschool Education Programs

ANALYSIS AND RECOMMENDATIONS

The General Fund budget for the Office of Compensatory Education
is set at $225,059 before adjustments; an increase of $121,716 over the
current year. The increase is caused by the transfer of the Bureau of
Intergroup Relations from the general activities budget to the Office of
Compensatory Education. Adjustments to the General Fund amount of
$225,059 include an amount of $17,875 for workload and an undetailed
10 percent decrease in the amount of $24,293. When the amount for
workload is added, the budget totals $242,934. After the 10 percent
reduction thg request totals $218,641..

The detail for the workload increase follows:

Unit
Administration and Finance
1 intermediate clerk $5,102
Bureau of Intergroup Relations .
Temporary help 2,673
Unit for Research and Teacher Education )
Temporary help 6,600
Other workload increases
Operating expenses and equipment : 3,000
Total $17,875

Federal support for the Office of Compensatory Education is esti-
mated at $765,011, an increase of $5,764 over the current year. A
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description of the major programs administered by the Office of Com-
pensatory Education and the budget request of the individual units
follow. :
Title -—Compensatory Education

The 1965 Legislature, on our recommendation, directed the Office of
Compensatory Education to answer a series of questions regarding the
types of expenditures for compensatory education programs that were
reported by districts during the first year of the program. The Office of
Compensatory Education has submitted two reports covering the pro-
gram’s first year of operation; ‘‘Elementary and Secondary Edueation
Act of 1965, Report to Joint Legislative Budget Committee,’’ which
answers the questions posed by our office and a report titled ‘¢ Evalua-
tion of ESEA Title I Projects of California Schools.”” Due to the im-
portance of compensatory education and because of the emphasis placed
on such programs by the Legislature, we are summarizing both below.

Table IT illustrates California’s Title T allocation for 1965-66 and
shows the amount which was actually allocated along with the number
of districts and children who participated in the program.

TABLE |1
California’s Eligible Amount Participating Numbers of
authorization districts allocated districts pupils
$77,975,730 1,205 $73,819,443 1,044 289,382

. The table illustrates that California’s allocation was about $78 mil-
lion and that of this sum an amount of approximately $74 million was
actually allocated to 1,044 districts for compensatory education projects.
The Office of Compensatory Education reports that 161 distriets did
not apply for funds for several reasons, including a dislike of federal
aid, a lack of qualified personnel to implement the program and the
short time remaining in the 1965-66 school year for the establishment
of local programs. Because these 161 districts chose not to participate
in the program, a sum of $4 million reverted to the federal govern-
ment. Should districts choose not to participate in the budget year,
California will not lose these amounts, as recent congressional amend-
ments authorized the reallocation of amounts not used to other districts
in the state.

Of the 289,382 children enrolled in the program, 258,761 pupils were
enrolled in the publiec schools, 19,817 were enrolled in private schools
and 10,804 were not enrolled in regular school programs; inecluded in
this latter category were high school dropouts and preschool age pupils.

School districts maintaining Title I Compensatory Education pro-
grams spent an average of $255 per child enrolled in the program,
which indicates that California’s allocation, which was equivalent to
$252 per low income child was not diluted over a large number of
pupils but reached the pupils needing services. This expenditure of
$255 per pupil meant that pupils enrolled in the program received
educational services costing about 50 percent more than what they
would receive in the regular program. Expenditures in individual
projects ranged from $252 for one disadvantaged child in one-teacher
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schools located in mountainous areas to over $15, 000 000 for 49,714
pupils in the Los Angeles School District. -

Table III reproduced from the publication ‘‘Evaluation of ESEA
Title I Projects’’ depicts the types and percentages of primary activi-
ties maintained by Cahforma schools partlclpatmg in. the Title I pro-
gram ' :

. TABLE i
Actlvmes Supported With Tltle 1 Funds .

. e L ‘ . . Primary
.. Type of Project : C : activity
. .Preschool X i - 3.99
‘Remedial and corrective_.: i : 475
Supportive and auxiliary services (such as hbrames, special educa-
© tion, and speech therapy) ‘9.9
Guldance and counseling - . 5.1
Health education services NI ' 12
‘School~community ‘coordination N 2.3
. Cultural enrichment _ . : L : 103
"Reduction ‘of teacher load _ : 7
Study centers and tutoring _ 41
Inservice training of staff 5.7
Attitude change . 1.8
Dropout projects . S : 04

Table 1II shows that the primary activities receiving the greatest
amount of emphasis by school distriets were remedial and corrective
projects. The Office of Compensatory Education reports that the major
type of corrective and remedial activities maintained by school districts
were projects designed to improve the reading ability of pupﬂs, lan-
guage skills and curriculum development,

Based on the evaluative data submitted to 1t the Office of Compensa—
tory Educatlon ranked the effectiveness of each progect as ‘‘substantial
progress’’, ‘‘some progress’’, ‘‘little progress’’ or ‘‘not specified’’. To
obtain a rating of substantial progress a distriet had to obtain a statis-
tically significant change in its pupil ach1evement levels and must have
used a control group in evaluating progress. A ‘‘some progress’’ rating
was obtained if the distriet demonstrated positive change on the ba51s
of some-objective method such as test scores. ‘‘Little progress’’ was
applied to projects which were evaluated only by subjective means.
A “‘not specified’’ rating was applied to projects where no data were
submitted or where the project had not yet started. Table IV sum-
marizes these ratings for 1965-66. ‘

TABLE IV .
Pro_jects Ratings for ESEA PrOJects
- Substantial Some Little Not
’ L progress _ progress progress specified
PrOJects i : 30 402 528 312

" The Ofﬁce of Compensatory Kdueation reports that eneouragmg
progress was made by districts maintaining -programs designed to im-
prove reading achievement. On an average, pupils enrolled in Title I
remedial reading projects tended to achieve -one month’s growth for
every month of instruction, an increase over the 0.7 of a month growth
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for every month of instruction they had been averaging before the
program started. This month-to-month growth was based on objective
test data and was demonstrated in the majority of distriets which oper-
ated reading programs for at least four months.

Since the projects were operative for only a few months it is difficult
to assess the significance of the department’s evaluation; however, it
indicates that the program has been moderately suceessful during its
first year of operation. :

Chapter 106, 1965 Statutes (Senate Bill 28) -

Chapter 106, established by the 1966 Legislature, authorizes state
support for schools located in areas of poverty. The legislation. evolved
from the 1965 inquiry made by the McCone Commission into the causes
of the Watts riots. As a result of its study the commission recommended
that massive compensatory education programs be established for disad-
vantaged children, including the reduction of the pupil-teacher ratio
in sehools located in areas of poverty. Chapter 106 authorizes state
support for two purposes. It provides state grants to school districts to
hire teachers and teacher aides to a level of 25 pupils per teacher. In
addition it authorizes state support for the establishment of special
reading and mathematies programs for grades seven to nine. Companion
legislation, the State School Building Aid Bond Law of 1966 authorizes
the expenditure of a sum of $35 million of the $275 million bond act
for compensatory education programs for the acquisition and installa-
tion of portable classrooms, the acquisition of land for school sites and
the construction of permanent facilities. Of the $35 million earmarked
for compensatory education programs a sum of $34 million was ear-
marked for the reduction of the pupil-teacher ratio in poverty school
districts and a sum of $1 million was earmarked for facilities for chil-
dren of migrant farm workers. Table V lists the schools eligible for
entitlements under the program in 1966-67 and shows their entitle-
ments for the current year for teacher employment programs and for

school housing aid.
"TABLE V

Chapter 106—Allocation by Districts
. Amounts allocated

Teacher School
. employment housing
County and districts programs i
Alameda o
Berkeley City Unified $94,500 $459,000
Oakland City Unified : 291,900 1,417,800
Alameda City Unified 25,200 122,400
Hayward Unified 10,500 51,000
Contra Costa :
Richmond Unified : - - 105,000 510,000
Pittsburg Umﬁed 46,200 224,400
- Fresno . ' o . L
Herndon Elementary _. . . : 5,600° 27,200
Teague Hlementary . e ¢ . 16,100 . 78,200
.Fresno Colony Elementary _.________ . _ 30,100- - 146,200 :
Fresno City Unified ’ 143,500 697,000
West Park Elementary_ .. ______________ : 14,700 © 71,400
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TABLE V—Continued

Chapter 106—Allocation by Districts
Amounts allocated

Item 77

Teacher School
employment housing

County and districts programs aid
Kern

Bakersfield City Elementary____________ 186,200 904,400

Greenfield Union Elementary._.________ 29,400 142,800

Panama Union Elementary___..________ 7,700 37,400
Los Angeles .

T.os Angeles Unified 3,482,500 16,915,000

Garvey Elementary - - 51,800 251,600

TLong Beach Unified 241,500 1,173,000

‘Willowbrook Blementary ______________ : 153,300 744,600

Compton City Blementary . __.________.__ 174,300 846,600

Pasadena City Unified 39,200 190,400

Monrovia Unified ___ 14,000 68,000

Montebello Unified 23,800 115,600

Pomona Unified . _________________ 25,900 125,300

E1 Monte Elementary. 22,400 108,800

Enterprise City Elementary.___________ 29,400 142,800
Marin

Sausalito Elementary 23,100 112,200
Riverside

Riverside Unified 8,400 40,800
Sacramento

Robla Elementary 14,000 68,000

North Sacramento Elementary__ . ____ 21,000 120,000

Sacramento City Unified - _________ 46,900 227,800
San Bernardino

Ontario Elementary ___ . ________ 37,800 183,600

Colton Joint Elementary...__ . _________ ) 23,800 115,600

San Bernardino City Unified._______.___ 300,300 1,458,600

Redlands Unified 13,300 64,600
San Diego

San Ysidro Elementary______ S 30,100 146,200

San Diego City Unified________________ 198,800 965,600
San Francisco

San Francisco Unified 504,700 2,451,400
San Joaquin :

Stockton City Unified 275,100 1,336,200
Santa Barbara

Santa Barbara City Elementary, High _ 9,800 47,600
Santa Clara

San Jose City Unified 112,700 547,400
Solano

Vallejo City Unified 49,000 238,000

$6,664,700 $38,677,000

The table does not reflect the sum of $1 million earmarked for facili-
ties for children of migrant farmworkers nor does it reflect the sum of
$4 million earmarked for special reading programs for grades 7-9

since this amount has not yet been apportioned.

The Office of Compensatory Eduecation reports that 130,000 pupils
in 193 schools located in poverty areas are presently participating in
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the programs and that 828 teachers and 59 teachers aides have been
hired under the provisions of the legislation. '

Our analysis of the budget requests of the units responsible for the
administration of Title I and Chapter 106 follows:

Bureau of Program Development

This unit is responsible for reviewing school district applications for
program content for both Title I and Chapter 1086.

During the current year an amount of $54,000, composed of an emer-
gency allocation of $17,748 and a sum of $36,252 from the appropria-
tion for Chapter 106, was used to establish additional positions in the
Bureau of Program Development and the Bureau of Administration
and Finance to administer the provisions of the act.

A sum of $7,420 was allocated to the Bureau of Program Develop-
ment for the establishment of 1.5 clerical positions. An additional
amount of $27,790 in General Funds was allocated this bureau and com-
bined with $22 500 in federal funds to establish four temporary help
positions. The balance of the $54,000, in the sum of $14,880 was allo-
cated for a temporary help position for the Bureau of Administration
and Finance and for operating expenses and staff benefits.

The Bureau of Program Development proposes to continue the 1.5
clerical positions and one temporary help position in the budget year
and also proposes to convert three temporary help positions into three
consultant - positions. We recommend approval of the request for three
consultant positions, one clerical positiom and one temporary help posi-
tion for the Bureaw of Program Developmeni which were administra-
tively established during the current year. We believe that it is im-
portant that the Title I program be closely coordinated with Chapter
106 and that the additional positions for this unit will permit this.

Bureau of Administration and Finance

The main purpose of this unit is to compute school distriet entitle-
ments under Title I and to assist. other bureaus in evaluating project
applications to insure that federal funds will be distributed to the
schools within the districts having the largest concentrations of educa-
tionally disadvantaged pupils. During the current year a temporary
help position was established in the amount of $6,510 to assist in the
administration of Chapter 106. The cost of the position was financed
from $3,000 in federal funds and $3,510 in state General Funds allo-
cated as part of the $54,000 used to establish the additional consultant
positions for the Bureau of Program Development. The bureau requests
that the temporary help position be continued in the budget year. We
recommend approval of the request for one temporary help position
that was adnvimistratively established during the current year for am
additional cost of $6,510. It is noted that the budget reflects an amount
of $3,000 in the budget year for a 0.5 position rather than the amount
of $6,510 for the one position that was administratively established in
1966-67. '

The workload adjustment for the Office of Compensatory Education
includes an amount of $5,102 for one intermediate clerk for the Bureau
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of Administration and Finance to assist the bureau in processmg Title
I apphcatmns The bureau has found that processing Title I applica-
tions requires more time than previously estimated and requests a
temporary help position to alleviate the workload inerease. :

We recommend approval of the request for one intermediate clerk
posttion for an additional cost of $5,102 but recommend that the cost
be financed with federal funds rather thon General Fund support as
reflected in the workload adjustment smce the position is requested for
the administration of Title I.

Bureau of Community Ser-vxces

The Bureau of Community Services assists sehool dlstrlets in COOI‘dl-
nating local compensatory education programs with community action
programs financed by .the Economic Opportunity Aect. The unit also
supervises local programs involving the -participation of nonpublic
school pupils involved in local compensatory education programs. Dur-
ing-the current year an amount of $7,000 in federal funds was reappor-
tioned to this unit from the Bureauw of Program Evaluation for the
establishment -of a 0.5 temporary help position. An additional sum of
$3,000 was reallocated to this unit for consultant services. The bureau
requests that this amount of $3,000 for a 0.5 temporary help position be
continued in the budget year., We recommend approval of the amount of
$3,000 in federal funds for a 0.5 temporary help position for the Bureau
of O’ommumty Services for no increase in General Fuml cost.

Bureau of Program Evaluatlon

This wunit reviews local project apphcatlons to determine if they
contain sufficient evaluative criteria for measuring the success or failure
of local programs designed to improve the achiévement levels of pupils
enrolled in local programs. The bureau also makes an annual evaluation
of the effectiveness of the compensatory education programs maintained
by school districts as required by the McAteer Act. During the current
year an amount of $50,000 budgeted for, but not needed by this bureau
for consultant services, was reapportloned to other units for temporary
help and for consultant services. Amounts of $22,500, $7,000 and $3,000
were transferred to the Bureaus of Program Development Commumty
Services and Administration and Finance respectively for additional
temporary help while an amount of $3,000 was retained by the Bureau
of Program Evaluation for this purpose. The balance of $15,500 was
allocated in the form of consultant services to other units in the follow-
ing amounts; Community Services $3,000,- Administration and Finance
$3,000, and Program Development $9, 500 ,

It is proposed. that a 0.5 temporary help. position in the amount of
$3 000, which was established for the Bureau of Program Evaluation
in, the current year, be continued in the budget year. We recommend
approval of the request for @ 0.5 temporary help position for the Bu-
reau of - Progmm Evalugtion for an additional fedeml fund cost of
$3,000. It is noted that this position was established in the current
year from savings in the amount budgeted for this unit for consultant
services and, therefore, does not represent a higher level of service, nor
will it result in an additional General Fund cost.
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Bureau of Intergroup Relations

This unit formerly located within the Division of Higher Education
“in the Department of Education is proposed for transfer from the
general activities budget to the Office of Compensatory Education. The
bureau has several objectives: it advises school districts regarding their
local personnel practices and assists them to resolve problems relating
to ethnic imbalances in the districts. In addition, the bureau partici-
pates in. projects financed by federal funds which are designed to pro-
mote community understanding and support of desegregation policies.
The general activities budget of the Department of Education has been
reduced by an amount of $121,716 reflecting the transfer and the
budget for the Office of Compensatory Edueation has been increased
by a like amount from the General Fund. We recommend approval of
the proposed transfer of the Bureaw of Intergroup Relations to the
Office of Compensatory Education for no increase in General Fund
cost. We believe that the bureau should be located in the Office of Com-
pensatory Education since its program is more closely related to the
activities of the Community Services unit in the Office of Compensa-
tory Elducation than it is to the activities of units within the Division
of Higher Education.

The workload adjustment for the Office of Compensatory Education
contains an amount of $2,673 in federal funds for a 0.5 temporary help
position for the bureau to assist the bureau process applications during
peak workload periods.

We recommend that the request for am amount of $2,673 in General
Funds for temporary help funds for the Bureau of OOmmumty Services
be approved.

McAteer Act Projects for Research and Teacher Education

A sum of $1 million is contained in the subventions portion of the
budget for research programs authorized by the MecAteer Act. The
funds will be used for a wide variety of demonstration projects and

teacher training projects designed to improve the quality of the state- .

wide compensatory education program. The following list illustrates
the location of projects and the types of activities which are being
supported by the program.

Projects Completed During 1965-66

1. TUniversity of California—Berkeley: Development of improved educational
program for McClymonds High School area in Qakland..

2., San Diego State College: Development of inservice training programs for six
elementary districts in San Diego and Imperial Counties with emphasis on reading
and language instruction. .

3. California - State College—Los Angeles: Development of inservice training
programs for teachers of disadvantaged deaf pupils.

4., San Fernando Valley State College: Inservice training program for educators
of disadvantaged handicapped youth in the Los Angeles City Schools.

5. University of California—ILos Angeles: An inservice training program for 12
faculty leaders of Los Angeles school districts.

6. California State CoIlege—Los Angeles: A research program to examine fac-
tors such as attltude, experience and the preparation of teachers which mﬂuence
school achievement in disadvantaged areas.
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7. California State College—Long Beach: 'This project which terminated in
1965-66 maintained a summer program of preservice and inservice training edueca-
tion for eollege students, teachers and teacher aides in order to improve instruction
of disadvantaged children in the Enterprise School District.

Continuing Projects

8. TUniversity of California—Riverside : A sophisticated research study of factors
contributing to adjustment and achievement in racially desegregated schools carried
out in cooperation with the Riverside City School District. )

9. Samn Fernando Valley State College: This project which was completed in
1965-66 maintained a preschool laboratory and a demonstration junior high school
for disadvantaged pupils and financed -a film regarding inservice fraining program
for culturally disadvantaged pupils. In addition it supported experimental ap-
proaches to math and science instruction for teachers.

10. TUniversity of California—Los Angeles: This project which was completed in
1965-66 established a preservice training program for prospective teachers of dis-
advantaged pupils.

11. Lincoln Elementary School—Pasadena: Development of a demonstration
school in compensatory education in cooperation with California State College at

Los Angeles.

12. San Francisco State College: Establishment of a comprehensive teacher edu-
cation program in Sausalito City School District which has recently integrated
Negro students using the “Princeton Plan.”

13. University of California—DBerkeley: research project designed to study the
effect of different preschool curricula on four-year old children and to determine most
advantageous elements of a parent participation program. Pupils will be tested at
end of kindergarten year for effect of program.

‘We have thoroughly examined the available information regarding
each of these projects, and based on this information it appears that
the quality of research procedures varies considerably between in-
dividual projects. However, a thorough evaluation of the McAteer Act
program must await a summary report presently being prepared by the
Office of Compensatory Education which will demonsirate how these
projects will result in improved compensatory education programs.

Bureau of Teacher Education and Research

This bureau is responsible for administering the McAteer Act pro-
gram. The burean requests a sum of $6,600, as part of the $17,875
workload adjustment, for temporary help to assist it in administering
the program. We understand that the funds would be used to encourage
school districts to establish and participate in research programs.

We recommend that the request for $6,600 in temporary help funds
be disapproved.

No justification has been submitied which explains why the Bureaus
of Progrram Development and Program Evaluation eannot, in their con-
taet with school districts, encourage them to participate in compensa-
tory education research projects.

The Unruh Preschool Act and Related Preschool Programs

A major component of state and national ecompensatory education
programs are preschool projects for the children of low income families.
In California the major source of state support of such projects is the
Unruh Preschool Act, althougli there exists three other major sources
of funds for similar projects. These other sources are: The state-sup-
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ported Children’s Center Program, Operation Headstart, and Title I
of the Elementary and Secondary Education Aect. Since three of the
programs are discussed in separate sections of the budget and one
(Operation Headstart) does not even appear in the budget, we have
summarized each program in Table I and identified the source and
amount of funding for each for 1966-67.

Bureau of Preschool Programs

This unit is responsible for administering the Unruh Preschool Act
which provides state and federal support for preschool programs for
children of families receiving public assistance. Presently there are
four major sources of support for preschool programs in California.
Table V1 identifies the several programs and depicts the source of
funding for each. The table is followed by a brief description of each
program.

TABLE VI
Number of
pupils Sources of support*
Program 1967-68 State Federal Local

A. Children’s Centers ..______.__ 8,000 $3,500,000 __  $2,000,0001
B. Operation Headstart ________ 24,760 __ $20,789,465 3,316,138
C. ESEA Title I______________ 6,000 - _- 6,000,000 __
D. Unruh Preschool Act _______ 15,000 3,300,000 9,900,000 .
Total 53,760 $7,800,000 $46,689,465 $5,316,138

1 Does not include parent fees totaling $1.7 million.

A. Children’s Centers : This program, described in greater detail under
subventions provides child care and educational services for children
between the ages of 3 years and 18 years. Originally designed to pro-
vide child care services for the children of working mothers, the pro-
gram’s purpose was broadened by 1965 legislation which specified that
the program was also to include instructional services. The program
presently serves families of varying economic and social levels, low
income families receiving public assistance and families of more sub-
stantial income. The program is financed by a combination of parents’
fees based on a means test, which averages $0.14 per attendance hour,
state support set at $0.28 per attendance hour and school district con-
tributions which generally take the form of a facility but which may
also include other items such as health services and nutritional services
financed by a permissive override tax. Children’s Centers are adminis-
tered by either local school districts or by the offices of county super-
intendents of schools.

B. Operation Headstart: This program established and financed
under the provisions of Title II of the Economie Opportunity Aet of
1964 is designed to provide comprehensive preschool educational serv-
ices and needed medical and dental services for the children of low
income families. Eligibility is generally limited to the children of
families having an annual income level ranging from $1,500 to $6,000
per year, depending on family size. The program is financed by a com-
binationn of 90 percent federal funds and 10 percent local ‘‘in kind
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matehing.’’ Local administration of the program generally rests with
Community Action Agencies, although school districts cooperating with
such agencies may maintain local programs. There is no direct state
level supervision and control of the program.

C. Elementary and Secondary Education Act of 1965—Title I: Title
I authorizes school districts to establish a variety of compensatory edu-
cation programs, including presechool programs for the children of low
income families located in the district entitled to federal assistance.
Title I preschool projects are maintained by local school districts and
are 100 percent federally financed as part of the district’s entitlement
under Title I compared to the 90/10 federal and local financial ar-
rangement specified by Operation Headstart projects and the state,
local and parent fee arrangement for the Children’s Center program.
State level administration and supervision of the Title I preschool proj-
ects rests with the Office of Compensatory Education.

D. Unruh Preschool Act: This program was established by the 1965
Legislature to provide preschool educational services for the children
of low income families, generally limited to the children of families
receiving public assistance who have been certified as eligible by the
county welfare offices. Liocal public and private nonprofit agencies are
eligible to establish the Unruh preschool projeects, provided local pro-
grams meet the requirements set by the State Board of Eduecation and
the State Department of Social Welfare, the program’s coadministra-
tors. Unruh preschool projects are financed by a combination of state
(feneral Funds and federal aid on a basis of 25/75 state and federal
matching arrangement. The State Department of Social Welfare is the
funding agency for the programs whereas the Department of Educa-
tion is responsible for the initial review and approval of local project
applications. In 1967-68 it is anticipated that 15,000 pupils will par-
ticipate in the program at a cost of $15 million, which is comparable
to the present level.

The state level administration of the Unruh preschool program, as
well as the administration of Title I projects rests with the Bureau of
Preschool Eduecation. Administrative costs of the Unruh Aect are
financed on the basis of 75 percent federal support and 25 percent Gen-
eral Fund support which is the same matching requirement as for the
operational expenses for local programs. Administrative costs connected
with the Title I program are financed with federal funds. During the
current year one consultant position, one clerical position and one
temporary help position were administratively established to admin-
ister programs established with Title I funds. The cost of the positions
in the sum of $38,476 was financed from federal funds available for
the state level administration of the federal compensatory education
program. The bureau proposes that the positions be continued in the
budget year.

We recommend approval of the request for two consultant positions,
one clerical position and one temporary help position for the Bureau
of Preschool Education for an additional federal fund cost of $38,476.
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‘We believe that the request is justified in view of the rapid expansion
of the Unruh Act program from a maximum authorization of $8 mil-
lion in 1965-66 to over $15 million in 1966-67 and because of the ad-
ditional workload that is being generated by the Title I projects.

Recommendations for Improving Preschool Programs

‘While we believe that preschool programs are potentially one of the
best methods of insuring later success in the public schools, we believe
that the multiplicity of programs has created several problems which
must be resolved to insure the efficient expenditure of funds and the
success of the programs. The problems and our recommendations are
summarized below:

1. State Level Administration: - The state level administration of
the various preschool programs is fragmented among two major units
in the Department of Edueation. The Office of Compensatory Edueca-
tion administers the Unruh Act and the Title I programs while the
Division of Public School Administration administers the Children’s
Center programs and ‘‘coordinates’’ Operation Headstart programs.
Presently it is impossible to obtain a summary of the status of all
programs involving numbers of pupils and sources of financing from
any departmental unit. In view of the increase in the number of mul-
tiple financed preschool programs we believe that one unit within the
department should be responsible for all preschool programs regardless
of source of support. We also believe that the Office of Compensatory
Education should administer them since it already reviews the multiple
financed projects, accounting for the largest portion of state support
for preschool programs. We, therefore, offer the following recommenda-
tions.

a. We recommend that legislation be introduced specifying that the
Office of Compensatory Education be responsible for the administration
of the Children’s Center program and for the coordination of all proj-
ects financed by Operation Headstart funds.

b. We recommend that a consultant position in early childhood edu-
cation located in the Division of Instruction be transferred to the OF-
fice of Compensatory Education. We also recommend that the coordi-
nator of Headstart programs, located within the Division of Public
School Administration, be transferred to the Office of Compensatory
Education. ’

2. BEvaluation of Program Effectiveness: Although there exists in-
dications that preschool programs for disadvantaged children promote
suceess ‘in kindergarten and the primary grades, it is impossible to
assess accurately the overall quality of the several preschool programs
or to compare the quality of different projects. One of the reasons an
accurate assessment of program quality is impossible is because of the
wide variation in testing procedures of the local agencies. Some agen-
cies administered multiple tests at both the begining and the end of
the program with designs to measure their pupil’s growth, while others
did no formal testing. The problem is compounded by the wide variety
of psychological tests administered by local agencies. For example, all
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of the following tests were used by one or more of the agencies to
evaluate their programs.

Peabody Picture Vocabulary

Goodenough-Harris Picture Vocabulary

Stanford Binet Intelligence Test

Clark Motor Development

Frosting Test

Vineline Social Maturity

Caldwell Preschool Inventory

In addition to these tests the projects used many other nonuniform
methods of evaluating the progress of pupils, including ‘‘movies of
children,’” student observation records, and aid’s anecdotal records.

We believe that an evaluative method must be devised to measure the
effectiveness of the preschool programs to insure that the objective of
the Unruh Act as well as the other programs are being achieved.

a. We recommend that legislation be iniroduced that would require
all local agencies maintaining preschool programs financed in whole or
in part by the General Fund to administer the test or tests developed
by the State Board of Education if the agency is selected by the Office
of Compensatory Education to participate in the annual evaluation.
The requirement that multiple financed projects administer such tests
as well as projects maintained by the Children’s Centers and the Unruh
program would enable the Office of Compensatory Education to evalu-
ate the effectiveness of all major programs.

b. We recommend that legislation be introduced that would withhold
state support from any program which is selected for evaluation by
the Office of Compensatory Education and which fails to administer
the standardized testing device. Since the major portion of the cost of
preschool programs is financed by combinations of state and federal
funds we do not believe that the recommendation represents any in-
fringement on local control. ,

3. Preschool Curriculum: We have examined the curriculum main-
tained by many preschool programs financed under both Operation
Headstart and the Unruh preschool program and have found that the
type of curriculum and instructional philosophy and program empha-
sls varies considerably between projects. For example, the Headstart
program emphasizes the importance of providing work experience for
members of the community, including in some cases parents of the
children participating in the program. The Unruh preschool program,
on the other hand, emphasizes the importance of the educational aspects
of the program. Moreover, an examination of the evaluations prepared
by the administrators of the Unruh preschool program and the Head-
start programs reveal that the educational objectives of local projects
vary between and within programs. The intensive testing procedures
established by some programs, the high degree of parent participation, '
and the emphasis on intellectual development of the pupils enrolled
indicates that the major objective is to develop the child’s mind as
rapidly as possible and provide him with the intellectual tools which
will enable him to succeed in the primary grades.
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Other evaluations by their emphasis on such terms as the total de-
velopment of the child, the development of social maturity, and cul-
tural enrichment activities indicate a de-emphasis on academic prepa-
ration for the primary grades. We are aware that experts in the field
of early child development disagree about the emphasis which should
be placed on academic and intellectual development versus the total
development of the child, and we are obviously not qualified to suggest
model curricula for preschool projects, nor do we believe that the state
should attempt to impose specific curicula on individual projects. How-
ever, we do believe that the primary purpose of all preschool programs
should be to prepare pupils intellectually for the public schools, and
that the documented methods best able to accomplish this should be
made available to local preschool administrators and teachers.

We recommend that the Office of Compensatory Education be di-
rected to prepare model curricula and instructional procedures for
preschool programs and that upon approval of such curricula they be
made available to all preschool projects. We recommend that such
curricula be based on the evaluation of the effectiveness of various in-
structional methods which will acerue from the annual evaluation of
the effectiveness of local preschool projects and from projects main-
tained by any other states.

4. Articulation of Preschool Program with Kindergarten Program:
Recently. there have been indications from other states that the advan-
tages-and benefits gained by pupils participating in preschool programs
are lost during the kindergarten and primary grades. Several reasons
have been suggested for this situation, including the larger class sizes
in kindergarten and the more structured and formalized. programs
maintained by kindergartens. The extent to which this preblem exists
in California is presently unknown since no documented studies re-
garding the problem are presently available. Although some local agen-
cies have formulated longitudinal studies to measure the gains or losses
exhibited by preschool graduates at the end of kindergarten and the
first grade, we do not believe that such local evaluations will reveal
the extent of the problem statewide unless the testing devices and pro-
cedures are standardized and the projects are coordinated at the state
level.

a. We recommend that the Legislature direct the Office of Compen-
satory Education to develop a research project designed to determane
the extent to which gains made tn preschool programs are retained in
the primary grades. We recommend that the conclusions of the study
be based on objective information such as pupil achievement levels. We
recommend that the research project also document to the extent pos-
sible the elements of a primary grade education which are most con-
ducive to reinforeing academic success obtained by preschool programs
and the extent to which these elements are provided by the state’s
elementary schools.

b. We recommend that the Legislature, by resolution, advise the
State Board of Education of the importance of such o study and that
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the Legislature request the state board to finance such a study from
Title- V of the Elementary and Secondary Educetion Act.

5. Double Session Kindergarten Classes: It is estimated that 50 per-
cent of the pupils enrolled in kindergarten classes participate in double
session programs; that is 1 teacher instruets 50 to 70 children per
day in 2 classes of 130 to 150 minutes each compared to the normal
kindergarten session of 180 minutes each. Many experts in the field of
preschool education believe that double sessions are one reason why
preschool graduates fail to retain the benefits of their preschool in-
struction. Legislation to abolish double sessions immediately would be
costly for some districts because of the additional teachers and instrue-
tional facilities required. Therefore, we are not recommending that the
double sessions be abolished at this time. However, we believe that con-
sideration should be given to the problem when additional state support
is made available for the schools.

We recommend that legislation be introduced to abolish double session
kindergarten classes should additional amounts of general state aid be
made avatlable for the schools. :

. 6. Minor recommendations: We have several minor recommenda-
tions regarding the administration of preschool programs which are
summarized below.

a. We recommend that local agencies which submit applications for

state support for local preschool programs document to the satisfaction
of the Office of Compensatory Education that there are no spaces avail-
able in local Children’s Center programs which could be used for the
establishment of preschool programs. The implementation of this recom-
mendation  will ensure that unused spaces in the Children’s Center
program are utilized most efficiently.
. b. We recommend that the Office of Compensatory Education require
that agencies requesting state funds for local programs be required to
submit a breakdown of the racial composition of the pupils who will
be enrolled in the program along with o breakdown of the ethnic com-
position of the.population in the area. The recommendation would add
a degree of uniformity to the various state and federal reporting re-
quirements.

c. Weth regard to projects which are financed by a combination of
funds from the Unruh Preschool Act and from the Operation Head-
start program we recommend that the local agencies be required to sub-
mit an annual summary of the medical and dental defects discovered
in the pupils participating in the program, the measures taken to cure
such defects, the approximate expenditure for follow up services, and
the source of follow up services. Such information permits a determina-
tion of the extent to which public health services are being coordinated
with preschool programming.

Title I1—School Library Services

Title II of the Elementary and Secondary Education Act of 1965
authorizes federal assistance -to school districts for the purchase of
library materials and audio visual equipment. In 1967-68 it is antici-
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pated that California will receive $8,909,003 for this purpose, which
is slightly less than the current level. The administration of the program
in California is governed by a state plan which specifies the purposes
for which the funds may be spent. The plan specifies that school district
purchases be limited to so-called library resource materials which in-
clude books, documents, periodicals, audio visual equipment, but exclud-
ing textbooks except for the visually handicapped. Funds may not be
used to hire personnel except to finance the cost of processing materials.

School district allocations are made in two. stages. During Phase T
approximately 80 percent of the state’s allocation of Title II funds will
be distributed to the public schools according to an equalization aid
formula on the basis of the ADA in the public school district and the
private school ADA located in the district. During Phase IT approxi-
mately 20 percent of the state’s entitlement will be distributed to dis-
tricts for special projects and for supplemental programs. Presently
the plan requires that not less than 75 percent of district funds be spent
for books and other material and not more than 25 percent be expended
for audio visual equipment. ‘

. In California the Title II program is jointly administered by the
Bureau of National Defense Act Administration and the Bureau of
Audio Visual Education. The former unit provides administrative serv-
ices for the program and the latter unit is responsible for approving
projects and providing consultant servieces to school distriets.

Federal funds support for the administration of the Title II program
ig set at $272,478 in-1967-68, an increase of $5,113, or 1.9 percent, over
the current level of $267,365. No additional positions are requested and
the level of service is expected to remain unchanged.

Program Expenditures for 1965-66

Table VII illustrates the number of public and private schools by
level which participated in the Title II program in 1965-66 and illus-
trates the amounts allocated for Phase I and Phase II of the program.

TABLE VI
Phase 1
Schools and level : Number of schools Allocation
Public
Elementary .. _________ 4,970 $5,459,943
High school . ____ . __ - 1,457 2,095,998
Subtotal ________________ 6,427 $7,655,941
Private
Elementary —_______________ 779 $481,034
High school . _____ 256 ‘ 122,621
" Subtotal ________________ 1,035 $603,621
Total Phase I 7,462 $8,159,562
Phase 11
Public Schools —______________ $1,141,585
Total Phase I and -—
Phase I1 Allocation ________ $9,301,147
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The impact of the federal program on California’s school library
resources is illustrated by the fact that the $8 million in federal aid
allocated to districts under Phase I was equivalent to 24 percent of the
$33 million spent by distriets for library purposes in 1964—65. Districts
used their allocations to purchase a total of 1.7 million publications in
1965—66 which was equivalent to 8 percent of the 22 million publications
maintained by school libraries at the beginning of the 1965-66 school
year. The department reports that the $1.1 million allocated to districts
under Phase II was used to finance 43 special projects, including the
establishment of so-called ‘‘model libraries’’ and the establishment of
instructional materials centers in school districts in poverty areas.

Title lIl—Supplementary Educational Centers and Services

The Title IIT program, also known as PACE, (Projects to Advance
Creativity in Education) provides federal assistance to school districts
and county offices so they may develop innovative educational programs,
establish exemplary educational programs, and supplement existing
programs and facilities. It is anticipated that California’s total alloca-
tion under this title in-1967-68 will total $11.6 million, which represents
an increase of about $3 million above the present level.

Unlike Titles I and II of the act, Title III is not directly admlmstered
by the State Department of Educatlon but is directly administered by
the U.S. Office of Education and its regional offices. The act itself re-
quires that state educational agencies review and recommend action on
each project application submitted to the U.S. office for approval;
however, it does not contain specific review procedures for departments
of eduecation. In the Analysis of the Budget Bill 1966—67 we pointed out
that the limited state level administrative responsibilities of the Depart-
ment of BEduecation made it virtually impossible for the state to insure
that proposed expenditures for specific programs were reasonable. It
was also noted that in many instances the federal government was com-
pletely bypassing the department in negotiating contracts for projects
with local districts. In order to insert a degree of state level supervision
into the program, the Legislature, on our recommendation directed the
Department of Education to establish fiscal guidelines for suggested
expenditures and to develop a review procedure whereby the Depart-
ment of Education and the Legislature could be kept informed of the
program’s activities. The department, in earrying out this directive,
has formulated a supplemental document to the federal regulations
which reinforees federal requirements and in general terms specifies
that local expenditures must be reasonable. Of greater significance is an
agreement which the department has formulated with the U.S. Office of
Education under which the U.S. office has agreed to withhold its ap-
proval of project proposals until reviewed by the Department of Educa-
tion.

During 1965-66 California school districts and county offices applied
for 234 separate projects costing $25.5 million. Of the 234 project
applications a total of 89 separate projects were authorized at a federal
cost of $7.6 million. Table VIII shows the number of projects and the
amount of funds that were expended during 1965-66.
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TABLE VIII
Type of project Number of projects Approved amount
Supplementary centers 21 $3,365,283
Data processing centers 10 441,540
Exemplary programs 58 3,824,873
Total 89 $7,631,696

It was previously mentioned that the main thrust of the Title IIT pro-
gram is the establishment of so-called innovative and model programs.
Thus far, there have been three main categories of projects established
with Title I11 funds; Supplementary Educational Centers, Data Proc-
essing Centers and Exemplary Educational Programs. A brief descrip-
tion of the types of projects established under each category follows.

Supplementary Educational Centers: The main purpose of the sup-
plementary educational centers is to mobilize the educational, cultural
and community resources in a regional area to develop programs of
supplementary educational and cultural services. For example, a supple-
mentary educational center might be established to improve the quality
and amount of guidance and counseling services available for school
children and at the same time initiate programs designed to acquaint
pupils with culture in the community. There are presently 21 supple-
mentary educational centers maintained by county superintendents of
schools.

Data Processing Centers: Regional data processing centers are de-
signed to provide data processing serviees to local school districts, which
would be uneconomical for the disfrict to provide itself. The program
was actually initiated by Chapter 2037, Statutes of 1965 (SB 1291),
which authorized county superintendents and large school districts to
establish regional centers. There are three regional centers currently in
full operation; eight more centers will become fully operational during
the 1967-68 fiscal year. Federal Title ITI support in the amount of $1.6
million has supported the operation of such centers in 1965-66 and
1966-67.

Innovative Programs: Presently there are 58 innovative educational
programs financed by Title III funds designed to develop new instruc-
tional techniques and/or to apply such techniques in the elassroom to
improve the instruction of many subjects, including foreign languages,
reading, social sciences and the humanities. .

Presently there is a noticeable lack of state level coordination between
the Title IIT program and the other state and federal research and
innovative programs such as the McAteer Act, Title V of the Elemen-
tary and Secondary Education .Act of 1965 and Chapter 106, 1966
Statutes, all of which will account for over $17 million in federal and
state support in 1967-68 including a sum of $11.6 million for the Title
ITT program.

The lack of coordination between these programs is due to the fact
that the State Board of Education is not authorized, under the existing
federal regulation, to review and approve local appheatmns for Title IIT
grants.
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The limited fiscal control of the department for the Title IIT program
does not insure that the Title ITT funds will be expended for high pri-
ority areas or will be coordinated with the other programs. The problem
could be resolved by requesting the Congress to vest administrative
authority for the Title III program in the State Board of Education
. and by directing the State Board of Education to develop a coordinated
state plan for the administration of the program.

1. We recommend that the Legislature introduce o resolution requesi-
ing the Congress to vest adminisirative authority for the Title III pro-
gram in the State Board of Education so that the state board may
review all project applications for Title I1I grants.

2. We recommend that legislation be introduced directing the State
Board of Education to develop a state plan for innovative and research
projects in California, regardless of the source of funding for specific
programs, the plan to include the following elements.

a. A description of the present areas for which funds should be
expended.

b. A procedure for an integrated review of all projects.

¢. A procedure whereby research results may be rapidly made
available to all teachers in the public school system to smprove in-
struction in specific areas and to improve teacher training.

We recommend that a copy of this state plan be submitted to the
Joint Legislative Budget Committee by November 1, 1967.

Title V—Strengthening State Departments of Education

Title V of the act provides 100 percent federally financed grants to
state departments of education which may be used to improve the
administrative capabilities of the departments and to finance all types
of research projects designed to improve the level of education in the
states. In 1967-68 California will receive $2,149,020 under this program,
which vrepresents an increase of $761,480 over the current level.

In California the program is administered by the State Board of Edu-
cation. ‘which both initiates its own projects and reviews and approves
projects submitted to it by the State Department of Education. The
state board has taken an especially active interest in this title and with
few exceptions has allocated the bulk of California’s entitlements for a
variety of research projects in the areas of curriculum development and
innovative educational programs. Most of the projects are being per-
formed by ad hoe consultant committees composed of experts from out-
side of the Department of Education.

Projects Approved for 1967-68

Listed below are the individual projects and the amount of funds
approved for 196667 under the Title V Program.

Projects approved Amount budgeted for 1966—67
1. Strengthening administrative services $77,569
2. Study to develop plans for inservice training of staff_____ 93,100
3. Data processing 76,431
4. State Committee on Public Education —_______________ 220,700
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5. Junior college advisory panel _—___: 74,515
6. Innovation enhance program : 15,000
7. General direction of curriculum development and
development function i 162,936
8. Development of curriculum framework in English _______ 49,082
9. Development of curriculum framework in science . ___ 39,616
10. Development of curriculum framework in social sciences__ 74,276
11. Teaching the Bill of Rights 62,500
12. Study of elements essential to expandmg
economical education 30,918
13. Development of advanced placement program __________ 56,926
14. Development of instructional television ________________ 29,888

15. Improving educational opportunities of

Mexican-American children - 87,913
16. Programs involving adult students with Spanish
surnames 26,697
17. School planning informational services ________________ 59,090
18. School lunch 17,005
19. School business administration workshop _.—____________ 29,700
20. Study of program of desegregation, integration and com-
pensatory education in selected school distriets___.______ 21,392
21. Transportation supervision 12,801
22. Study of arts and humanities edueation _______________ 33,692
23. Study of California junior high school program_________ 15,000
24. Arthur P. Little Study—Publishing Phase II Report____ 5,750
25. Modernization of teacher certification record and retrieval
system _ 50,000
26. Teacher supply and demand study 1,000
27. Conservation education study ) 3,000
28. Guidelines for health instruction 8,000
29. Study of factor influencing benefits of reading
achievement tests in grades 1 and 2 : 7,966
$1,437,533
Department of Education
CALIFORNIA SCHOOL FOR THE BLIND
ITEM 78 of the Budget Bill ) Budget page 191

FOR SUPPORT OF CALIFORNIA SCHOOL FOR THE BLIND,
BERKELEY—FROM THE GENERAL FUND

Amount requested in Budget Bill

Budget request before identified adjustments_._________ $894,954
Increase to recognize full workload change ____________ 7,417
Budget as adjusted for workload change.___.__________ $902,371
Adjustment—undetailed reduction (10 percent)________ 90,237

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET____
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING

Summary of Recommended Reductions

$812,134

$13,918
$76,319
Budget

Amount Page Line

1. Delete 0.5 stenographer e $3,014
2. Delete 2 janitors - 10,904
Total $13,918
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California School for the Blind—Continued
Summary of Policy Options

1. Charge parents for medical services $13,600 192 2
2. Increase school district reimbursements 34,000 192 72
Total $47,600

GENERAL PROGRAM STATEMENT

The California School for the Blind, located ad;;acent to the Univer-
sity of California at Berkeley, offers a comprehensive residential and
educational program for blind, deaf-blind and multihandicapped blind
children from kindergarten through the 9th grade with residential
facilities offered to high school students who attend classes in Berkeley
and Oakland. v

This school has been in existence since 1860 and has been located in
Berkeley since 1867 at a time when it was combined with the ‘‘Institu-
tion for the Deaf and Dumb.”” In 1922, the schools were formally
- geparated into the California School for the Deaf and the California
School for the Blind although both remained on the Berkeley site. Also
since 1922, the School for the Blind has been under the administration
of the Department of Education which superseded the Department of
the Blind, an agency no longer in existence.

The main building was constructed in 1927 with wings added in
1931; it presently houses most of the educational programs. Residence
halls were construected in 1925 and 1929, the Helen Keller Building for
the deaf-blind in 1949 and a dining hall in 1957. Finally, the school
has the use of a gymnasium assigned to it from the School for the Deaf.

The eduecational program is designed to provide services to children
for whom there is none in the local community. Increasingly, this has
come to mean multihandicapped blind children inasmuch as the number
of local programs for the blind without additional handicaps has grown
considerably in recent years. The program.is similar to that offered in
the public schools for regular pupils except that special equipment, e.g.
Braille books, embossed maps and globes, audio equipment, ete. and
special instruction, e.g. Braille reading and mobility are employed as
needed. More intensive instruction is offered in the Helen Keller unit
for the deaf-blind at a pupil-teacher ratio of 3-1.

The residential program is available for all students in attendance
at the school as well as for a selected number of blind high school stu-
dents who attend classes in Berkeley and Oakland. The residential
program includes room and board, child guidance and counseling, medi-
cal and dental care and extracurricular activities such as swimming,
bowling, music instruetion, social functions, hikes and nature trips. In
the budget year it is anticipated that 160 students will participate.

Finally, the school offers a small staff of visiting teachers who assist
parents in the care and training of blind preschool children in southern
California (a voluntary agency provides the same service in northern
California), funds to hire readers for blind eollege and university stu-
dents, and a vocational guidance counselor to assist graduates in job
placement.
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The following table gives a program by program cost breakdown for
the past three years, the current year and the budget year.

1963-64 196465 1965-66 1966-67 1967-68
(est.) (proposed)
Residential Program Only :
Amount budgeted for

program ________.____ $18,050  $22,010 $30,067 $31,199  $31,412
Number of students enrolled

in program ___________ 10 12 12 14 14
Average cost per student___  $1,805 $1,834 $2,506 $2,229 $2,244

Educational Program Only :
Amount budgeted for

program . .____________ $26,436  $27,824  $30,494 $19,348  $28,549
Number of students enrolled

in program ___________ 10 10 11 6 9
Average cost per student__.  $2,644 $2,782 $2,772 $3,225 $3,172

Both Residential and
Educational Program :
Amount budgeted for

program _____________ $613,399 $652,448 $701,977 $746,971 $741,971
Number of students enrolled

in program ___________ 140 142 133 - 137 137
Average cost per student.._ =~ $4,381 $4,595 $5,278 $5,452 $5,416

Subtotal, Regular Educational
and Residential Programs :

Amount budgeted for )
programs ____.____.____ $657,885 $702,282 $762,538 $797,518 $801,932

Number of students enrolled
in programs __________ 160 164 156 157 160
Average cost per student___.  $4,112 $4,282 $4,888 $5,080 $5,012

Auxiliary Services :
Readers for blind college

students __.___________ $29,138  $35,225  $36,500  $36,500  $36,500
Assistance to parents of blind
preschool children __.__ $21446 = $25206 $26,542 $43,966  $44,950
Guidance to graduates_____ $9,330 $10,203 $10,424 $11.,572 $11,572
Subtotal, Auxiliary Services__ $59,914 $70,684 $73,466 $92,038  $93,022
Total, All Programs _..____ $717,799 $772,916 $836,004 $889,556 $894,954

ANALYSIS AND RECOMMENDATIONS

The budget request for the California School for the Blind for
1967-68 is $894,954 from the General Fund before adjustments. The
adjustments include an increase from the above figure of $7,417 for
workload and an undetailed 10 percent decrease in the amount of
$90,237. The workload figure includes a 0.5 stenographer ($3,014),
operating expense ($3,403) and equipment ($1,000). When the work-
load amount is added, the General Fund budget request totals $902,371,
After the 10-percent reduction the request totals $812,134, the amount
in the budget bill. In addition, the school expects to receive $36,953
in federal funds from Title I of the Elementary and Secondary Hdu-
cation Act for special projects which include services to the multi-
handicapped blind and auditory training for the deaf-blind.
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California School for the Blind—Continued
‘ Educational Program

The educational program at the School -for ‘the Blind consists  of
regular academic training similar to that found in the public schools
in kindergarten through the ninth grade. High school students reside
at the school and attend classes in Berkeley and Oakland. In addition
to the regular program, the school offers instruction to 15 deaf-blind
students in the Helen Keller Unit. ‘ .

It should be noted that in recent years, the emphasis of the educa-
tional program at the School for the Blind has undergone a significant
change in that the number of multihandicapped blind children has
increased rapidly as the table below illustrates. Prior to 1964-65, there
were virtually no multihandicapped blind at the school except for

seven deaf-blind children. .
196465 196566 1966-67  1967—68
(est.)  (proposed)

Mnultihandicapped blind . _______ 61 101 98 102
Deaf-blind 7 12 15 15
‘ Total 68 118 113 117

This increase has caused certain problems including a high turnover
in teaching positions apparently caused by a deficiency in the number
of teachers of the multihandicapped. These staffing problems are the
result of a change of emphasis in the educational program before the
change in the type of teaching staff to accommodate it. Because of thesé
problems, the State Personnel Board has undertaken a staffing study
of all the special schools and the School for the Blind in particular in
order to determine the schools’ real needs.

Because of the above moted increase in the number of deaf-blind
children in the current year, the number of teachers of the deaf-blind
was increased by two positions administratively at a cost of $12,894
with alloeations from salary savings and emergency funds. The pupil-
teacher ratio for the deaf-blind has traditionally been 3-1 which con-
forms to nationally recognized standards. It is proposed that these
positions be continued in the budget year at a cost of $15,276. We
recommend that these positions be approved.

1. We recommend that the request for 0.5 stenographer be denied
for a Greneral Fund reduction of 83,014 plus related operating expenses.
Chapter 1423, Statutes of 1965 required school distriets to reimburse
the two schools for the deaf and the school for the blind for part of the
costs of eduecation. A total of $30,000 will be reimbursed in the current
year. The position is requested in order to handle the workload asso-
ciated with the processing of forms for the reimbursements.

At this writing, we have received no valid justification for this posi-
tion.

9. We recommend that existing staff be reduced by 2 janitorial posi-
tions for o General Fund saqvings of 310,904 plus operating expenses.
At present, the School for the Blind has six janitor positions to cover
68,706 square feet of building area. We believe this number of positions
is excessive and that adoption of federal workload standards used by
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the Public Buildings Service Division of the General Services Adminis-
tration would make it possible to eliminate two positions.

Residential Program

The Cahfornla School for the Blind maintains four dormitory units
with a total of'167 beds, a cafeteria with a serving' capaelty of 170 and
extensive recreational facﬂltles including a gymnasium, a swimming
pool, a bowling lane, auditorium, playing ﬁelds skating rink and a radio
station. In the budget year, no increase in res1dent enrollment is antiei-
pated and no new posﬁnons are requested ‘

POLICY OPTIONS

1. Consideration should be given to the possibility of charging the
parents of children attending the school for a portion of the medical
services provided. At present, the school employs a part-time physician
(0.8 position, $16,466), a part-time dentist (0.1 position, $2,325), a
full-time supervising nurse ($8,532) four full-time graduate nurses
($28,024) and temporary help ($604). In addition, $1,700 is budgeted
for medical care under operating expenses, for a total of $57,6561. Inas-
much ag the School for the Blind also provides full medical services
to the California School for the Deaf, Berkeley (the budget reflects a
$43,000 reimbursement for these services), located on the same site,
only a portion of this total medical expense is attributable to the care
of the blind students. In the budget year, this- amount will be $14,651
or approximately $91 per pupil.

At present, school distriets are providing approximately $6 per pupil
in average daily attendance in equivalent health services. The service
provided in the publie schools is usually little more than the services
of a part-time nurse who provides only temporary care and first aid.
Inasmuch as the School for the Blind and the two schools for the deaf
provide far more than this, it may be reasonable to charge the parents
for the difference. A suggested amount is $85 ($91—$6). This would
produce a General Fund savings of $13,600 ($85 times 160 students)
in the budget year.

“In cases of demonstrated hardships, administratively determlned by
the school, all or part of this fee might be waived provided the total
amount Waived did not exceed, for example, 20 percent of the cost of
all medical services provided.

- 2. Consideration should be given to mereasmg school district: reim-

bursements under SB 1029 (Teale) Chapter 1423, Statutes of 1965,
to the amount actually paid out of district funds for physically handi-
capped minors educated by the district. Under the existing statute,
school districts are required to pay only that amount which is spent
out of district revenues for regular pupils, an amount which at the
School for the Blind is equivalent to approximately $186 per year per
pupil. However, the statewide average amount spent by school districts
for physically handicapped minors is in excess of $400 per ADA. If the
average repayment became $400 per student, the reimbursements to
the Scehool for the Blind could be increased from the estimated 1967-68
level of $30,000 to $64,000, a General Fund savings of $34,000,
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Arguments in favor of this option are:

a. A General Fund savings.

b. Further encouragement to school distriets to initiate special
education programs.

c. Greater parity in local contributions for the education of the
handicapped.

Arguments against this option are:

a. A portion of the local effort for special education is ‘‘excess
expense’’ which has traditionally been considered a state re-
sponsibility and which school districts should not have to pay
for their own programs or to the state as a reimbursement.

b. The proposal calls for an increase in local support and a decrease
in state support for education.

Department of Education
SCHOOL FOR CEREERAL PALSIED CHILDREN, NORTHERN CALIFORNIA
ITEM 79 of the Budget Bill Budget page 193
FOR SUPPORT OF SCHOOL FOR CEREBRAL PALSIED

CHILDREN, NORTHERN CALIFORNIA FROM
THE GENERAL FUND

Amount requestéd in Budget Bill $562,117
Budget request before identified adjustments___________ $618,447
Increase to recognize full workload change..__ . ______ 6,127
Budget as adjusted for workload change____. . ________ $624,574
Adjustment—undetailed reduction (10 percent)__...__.___ 62,457
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $51,854
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $10,603
Summary of Recommended Reductions Budget

Amount Page Line

1. Delete 1 charge attendant requested in the budget year

under “increase to recognize full workload change” ____  $5,227 193 59
2. Delete 1 janitor position from existing staff__ . _________ 5,800 194 24
3. Increase salary savings 26,828 194 40
4, Delete 2 attendants requested in the budget year under

“proposed new positions” and 1 attendant position under .
“authorized positions.” . 13,999 194 24

194 35
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Department of Education
SCHOOL FOR CEREBRAL PALSIED CHILDREN, SOUTHERN CALIFORNIA
ITEM 80 of the Budget Bill Budget page 195

FOR SUPPORT OF SCHOOL FOR CEREBRAL PALSIED
CHILDREN, SOUTHERN CALIFORNIA FROM
THE GENERAL FUND

Amount requested in Budget Bill $526,489
Budget request before identified adjustments__ . ..._____ $575,814
Increase to recognize full workload change ... _ . __ 9,172
Budget as adjusted for workload change_______________ $584,986
Adjustment—undetailed reduction (10 percent) ________ 58,497
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $41,922
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $16,575
Summary of Recommended Reductions Budget
Amount Page Line
5. Delete 2 janitor positions from the existing staff_______ $11.378 196 42
6. Increase salary savings 21,712 196 58
7. Delete 2 attendant positions requested in the
budget year 8,832 196 53

GENERAL PROGRAM STATEMENT

The State of California operates residential schools adjacent to San
Francisco State College and California State College at Los Angeles for
the diagnosis, education and treatment of children afflicted with ortho-
pedic and mneurological disorders. Specifically, the purposes of each
school are to offer programs of medical and educational diagnosis of
neurological disorders (i.e.,, a medical diagnosis of the physical dis-
funection, if any, and an analysis of the medical and educational pro-
gram needed for rehabilitation), to recommend to local agencies, usu-
ally sechool districts, programs for the education and treatment of the
handicapped child and to educate and treat at the state facility those
handicapped children who cannot be adequately served by local agencies.
In addition, the facilities are designed to serve as laboratory schools
for the special education departments of the adjacent state colleges.

The schools were originally authorized by the Legislature in 1945 and
established in 1946 in Redwood City in the north and at the Con-
valesecent Home of Children’s Hospital in Los Angeles in the south,
the latter being moved to Altadena in 1948. At this time the sole fune-
tion of the two schools was to treat children with cerebral palsy and
similar motor handicaps. In 1955, the northern California school was
moved to its present quarters adjacent to San Francisco State College
because a larger facility was needed and because there was a need for
a demonstration school for the state college students. In 1964, the south-
ern California school was moved from Altadena to its present facility
next to the California State College at Lios Angeles.

The northern school began full operation as an educational faecility
in 1946-47 with a budget of $186,155 including $64,189 in capital out-
lay expenses, a staff of 21 people and a student body of 34 children.
The southern school began full operation in 1948-49 with a budget of
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$176,783, a staff of 30 and a student body of 14. Since then, both the
offerings of the two schools and the amounts needed to support them
have grrown considerably. The table below gives a brief finanecial history
of the diagnostic and education and treatment programs since 1963—64.

NCRTHERN SCHOOL ,
(Hstimated) ( Proposed)

Diagnostic Program 1968-64 1964-65 1965-66  1966-67 1967-68
Amount budgeted _______ $144,624 $142,639 $148,620 $175,915 $183,312
Children served __..______ 161 186 190 190 190
Average cost per diagnosis $8398 $767 $782 $926 $965

Education and Treatment

. Program :

Amount budgeted _______ $360,267 $365,788 - $356,127 $421,959 $441,262

Children served _________ 19 31 34 34 34

Average cost per child._._ $18,961  $11,800  $10,474 = $12,411 $12,978
Total Budget _———__._____ $504,891 $508,427 $504,747 $597,874 $624,574

SOUTHERN SCHOOL
Diagnostic Program

Amount budgeted —______ $92,539 $100,023 $106,004 $119,096 $124,895
Children served _________ 78 123 137 140 160
Average cost per diagnosis  $1,186 $813 $774 $851 $781
Education and Treatment .
Program )
Amount budgeted —______ $345,858  $381,801 $390,502 $438,728 $460,091
Children served _._._._.___ 30 31 31 32 32

Average cost per child __ $11,529  $12,316 . $12,597  $13,710  $14,378

Total Budget . ______..._ $438,397 $481,824 $496,506 $557,824 $584,986
ANALYSIS AND RECOMMENDATIONS

Diagnostic Program

Each school operates a program of intensive diagnosis which is avail-
able to any resident of the state between the ages of 3 and 21 who is
recommended by local authorities (usually the school distriet or the
county superintendent of schools) or by a physician. In most cases, pre-
vious diagnoses have been performed on the child with little or no sue-
cess in determining the nature of the affliction.

A child accepted into the diagnostic program is examlned by a pedia-
trician, a psychologist, medical and psychiatric social workers and occu-
pational and physical therapists to determine the child’s problem and
to recommend a program of education and treatment. Normally, this
diagnosis and evaluation requires between one and two weeks. after
which the child is returned to the resident school distriet if a program
is available or enrolled in the state school if a local program is not
available and the state sehool has a vacancy.

In the budget year, we estimate the cost of the diagnostic programs
at the morthern and southern schools at $183 312 and $124,895, respec-
tively. The estimated number of students is 190 in the north and 160 in
the south, as compared to 190 in the north and 140 in the south in the
current year.

There are no s1gn1ﬁcant increases in the dlagnostlc program and no
requests for new positions.
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Residential Education ond Treatment Program

In addition to the diagnostic program, each school offers a small
program of residential education and treatment for 34 students at the
northern school and 82 students at the southern school. The program
consists of room and board, medical care, group and individual therapy
and oceupational and speech therapy.

1. We recommend the deletion of one charge attendant position re-
quested for the School for .Cerebral Palsied Children, Northern Cali-
fornia for a General Fund savings of $5,227 plus operating expenses.
The school is requesting the charge attendant to assist in the training
of the “‘student professional assistants’’ who act in an attendant capa-
city and assist in the personal care of the resident student population.
The claim is made that the existing charge attendant ecannot devote
sufficient time to arrange the schedules of the full time attendants and
train the college students. The school points to the fact that the south-
ern California facility has two charge attendants. for appr0x1mate1y the
same number of attendants.

We are recommendmg disapproval of the request for the charge at-
tendant position because we believe that another member of the profes-
sional staff at the northern California school is presently performing
functions similar to that of a charge attendant. The northern school has
one recreation therapist who is and has for several years devoted a por-
tion of his time to assisting in the training of the student aids. This
position does not exist at the southern school. Inasmuch as the program
of hiring part-time student professional assistants has been in existence
for several years without undue staffing problems, we are unable to see
why the charge attendant position is now necessary. The school has not
attempted to justify the position on the basis of workload increases but
has submitted its application under an increase in the level of serviee.
‘While we agree that the position constitutes an inerease in the level of
service, we are not persuaded that it is necessary for the efficient fune-
tioning of the school.

2. and 5. We recommend the deletion of one janmitor position at the
School for Cerebral Palsied Children, Northern California for a Gen-
eral Fund savings of $5,800 volus related operating expenses and two
janitor positions at the School for Cerebral Polsied Children, Southern
California for a General Fund savings of $11,378 plus related operat-
ing expenses. At present, the northern California school employs a
janitorial staff of four persoms who must care for an area of 41,600
square feet and the southern ‘California school a janitorial staff of five
persons who clean an area of 44,000 square feet. According to the fed-
eral standards used by the Public Building Services Division of the
General Sérvices Administration, area of the type and amount found at
the two schools for cerebral palsied children should be cleanable by
three janitors instead of four or five. Consequently, we are recommend-
ing a janitorial complement of three at each school resulting in a dele-
tion of one janitor at the northern school and two janitors at the south-
ern school.
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3. and 6. We recommend that salary sevings be increased by $26,898
at the School for Cerebral Palsied Children, Northern California and
$21,712 at the School for Cerebral Palsied Children, Southern Cali-
fornia. We further recommend that no allocations be made from the
Emergency Fund for the creation of additional positions adminis-
tratively in the 196768 fiscal year. Presently, salary savings are listed
at $9,169 at the School for Cerebral Palsied Children, Northern Cali-
fornia and $9,747 at the School for Cerebral Palsied Children, South-
ern California which represents an estimate of 1.8 and 2.0 unfilled
positions at the end of the 196768 fiscal year, respectively. In the past
five years, the northern school has averaged 4.64 unfilled positions and
the southern school 4.04 unfilled positions. Further, the average antiei-
pated salary, excluding staff benefits, is expected to reach $7,150 in the
north and $7,092 in the south. When staff benefits are added and the
totals multiplied by the average number of vacant positions, a realistic
estimate of salary savings is produced. This amounts to $35,997 at the
northern school and $31,459 at the southern school. The differences be-
tween these totals and the amounts budgeted constitute our recommen-
dations. :

The effect of this recommendation is to insure that additional posi-
tions are not established administratively without legislative authoriza-
tion. This has been possible in recent years through use of salary savings
which hawve been consistently underestimated.

Training and Research Program

The two schools for cerebral palsied children serve as demonstration
schools for students of special education from neighboring colleges, par-
tieularly San Francisco State College in northern California and Cali-
fornia State College at Los Angeles'in southern California. The schools
were designed to offer services to students studying in the fields of medi-
cine, nursing, psychology, and physical, occupational, speech and recre-
ational therapy as a means of furthering their training in the spe-
cialized techniques needed for work with neurologically handicapped
children.

4. and 7. We recommend the deletion of two attendant positions re-
quested in the budget year and one atiendont position from the exist-
ang staff at the School for Cerebral Palsied Children, Northern Cali-
fornia for @ General Fund savings of $13,999 plus related operating
expenses and two attendant positions requested in the budget year af
the School for Cerebral Palsied Children, Southern California for a
General Fund sovings of $8,852 »plus related operating expenses.

In the 1965 Analysis of the Budget Bill, our office recommended a re-
duction in the staff at the two schools for cerebral palsied children on
the grounds that greater utilization could be made of state college per-
sonnel-in-training. The result of this suggestion was a recommendation
by the Senate Finance and Assembly Ways and Means Committees that
the schools ‘“‘develop a plan for furthering cooperation . .. so that a
greater degree of efficiency and economy of operation can be realized.’’
This recommendation called specifically for the utilization of college
students-in-training in the schools’ programs.
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In the 1966 Analysis of the Budget Bill, we recommended-the deletion
of two attendants at each of the schools for cerebral palsied children on
the grounds that the report submitted by the schools at the request of
the Legislature failed to present a plan for furthering cooperation in
which students could be used in the schools’ programs and in fact did
not mention the possibility of their use. During the hearing on the
schools’ budgets, a compromise solution to the problem was arranged
whereby two attendant positions would be deleted from the staff of
each of the schools with $4,560 being added to their budgets to provide
matehing funds for a grant under the federal work-study program to
be used to hire students to work as attendants.
~ In the current year, the Department of Education and the schools for
cerebral palsied children have reported that their efforts to obtain fed-
eral funds and student help have been unsuccessful and have therefore
requested that the positions be reinstated. This request was made to the
Department of Finance which reinstated the four positions administra-
tively in the current year, effective January 1, 1967.

‘We are recommending that the two attendant positions at each school
approved in the current year not be continued because we have not been
presented with sufficient evidence to indicate that obtaining student
help is infeagible. For example, it is claimed that at the time the north-
ern California school attempted to acquire federal funds, the available
appropriations were allocated to other purposes. We believe this can be
corrected by more advanced planning. Also in the north, it is claimed
that while students could be used from the University of San Franecisco,
transportation is a problem. The school states that: ‘‘Most of the par-
ticipants must depend on public transportation. This agency is not on a
main bus or street car line.”” Upon investigation, we have found that
there is bus service betweer the University of San Franeciseco and San

- Francisco State College and that the trip requires about 40 minutes
with one transfer.

At the southern California school, the claim is made that the students
used in attendant capacities have generally not been conscientious and
have consequently caused the school’s full-time staff some difficulty. This
however, is not a program defect, but a problem of recruiting.

We are recommending the deletion of four of the attendant positions
at the two schools for cerebral palsied children (two at each school) for
two basic reasons: (1) We are not convinced that sufficient effort has
vet been made at either school to recruit satisfactory student personnel-
in-training ; and (2) We believe that one of the principal functions of
the schools for cerebral palsied children is to serve as laboratory facili-
ties for the adjacent state colleges and that they are not now fulfilling
that function to the greatest possible extent.

‘We are recommending the deletion of the fifth position at the Sehool
for Cerebral Palsied Children, Northern California because only one
attendant position was shown to be deleted in the current year When
the final 1966-67 Budget Bill called for a deletion of two.
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Deparitment of Education

CALIFORNIA SCHOOL FOR THE DEAF, BERKELEY - :
ITEM 81 of the Budget Bill .. Budget page 197

FOR SUPPORT OF CALIFORNIA SCHOOL FOR THE DEAF,
BERKELEY FROM THE GENERAL FUND .

Amount requested in Budget Bill + $1,932,847 -
Budget request before identified adjustments __________ $2,109,198 . -
Increase to recognize full workload change __________ — 38,410
Budget as adjusted for workload change_______________ $2,147,608
Adjustment—undetailed reduction (10 percent)__:_____ 214,761 .

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $106;214

BALA NCE OF UNDETAILED REDUCTION—REVIEW PENDING $108,647

Summary of Recommended Reductions’ ’ Budget

Amount Page  Line

1. Delete 2 groundsmen requested under Workload increases $12,395. 198 18
2. Delete 5 Jamtors from existing staff 27,295 . 198 53
3. Delete 1 supervising teacher requested under workload .

increases . : 11,959 198 18
4. Increase salary savings . 54,565 198 -74
) I Summary of Policy Options . '
1. Charge parents for portion of medical expenses_____.____ $33,400 199 15
2, Increase reimbursements from school districts__________ 86,900 -~ 199 41

Department of Education
CALIFORNIA SCHOOL FOR THE DEAF, RIVERSIDE
ITEM 82 of the Budget’Bill o - Budget page 200

FOR SUPPORT OF CALIFORNIA SCHOOL FOR THE DEAF,
RIVERSIDE FROM THE GENERAL FUND

Amount requested in Budget Bill : : $2,047,629
Budget request before identified adjustments-._________ $2,255,342 -
Increase to recognize full workload change . _______ 19,801
Budget as adjusted for workload change__________._____ $2,275,143
Adjustment—undetailed reductwn (10 percent) _________ 227,514

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET.___ ‘ $103,609

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $123,905

Summar‘y of Recommended Reductions 'deget '
Amount - Page Line

5. Delete 3 groundsnien-and 1 laborer from existing staff___ $24,652 200 61
6. Delete 4 janitors from existing staff : 21,772 200 .. 61
7. Inerease salary savings . 40,721 201 23
8. Reduce workload  increases requested to pulchase gym- . ) )
nasium bleachers and resurface parking lot____________ 7,100 200 23

9. Delete 1 painter posmon requested under 1nc1eased work-
- load 9,364 - 200 23

S‘ummary of Policy Options ‘

8. Charge parents for portion of medical expenses_________ $35,100 200 61
4, Inerease reimbursements from school distriets__ . __ 92,928 202 3

256




Item 82 . Education

California School for the Deaf—Continued
GENERAL PROGRAM STATEMENT

The State of California operates two schools for deaf minors between
the ages of 5% and 21 in which a full educational program is offered
from the first through the twelfth grades.

The Berkeley school is one of the oldest of its kind in the United
States having operated since its founding in San Francisco in 1860.
This year marks a century that the school has been located on the
Berkeley site. The school consists of 22 major buildings on 52 acres
of grounds.

The school at Riverside is considerably newer, having been first
opened in 1953, and somewhat larger consisting of 36 buildings on a
75-acre site. '

The schools each offer a full educational program that is both
academically and vocationally oriented and which is similar to pro-
grams found in the regular public schools. The major differences are
in the smaller class sizes and the special instruction which includes
speech therapy, lipreading and finger spelling.

The residential programs include room and board, guidance and
counseling, and recreational facilities.

The table below gives a cost breakdown for the residential and educa-
tional programs and shows the agencies’ growth since the 196364 fiscal
year. Federal funds are not included.

: Berkeley
Bducational ( Estimated) (Proposed)
program only 1963-64 1964-65 1965-66 1966-67 1967-68
Amount budgeted ____ $143,672 $144,004 $157,878 $153,171 $164,736
Students enrolled ____ 57 57 63 61 64

Average cost per
student _—_________ $2,521 $2,526 $2,506 $2,511 $2,574
Educational and
residential program
Amount budgeted ____$1,682,086 $1,748,328 $1,851,130 $1,926,808 - $1,982,872
434 442 442

Students enrolled ____ 425 437
Average cost per :
student __________ $3,958 $4,001 $4,265 $4,359 $4,486

All programs
Amount budgeted ____$1,825,758 §1,892,330 $2,009,008 $2,080,069 $2,147,ggg

Students enrolled ____ 483 494 497 503
Average cost per .
student . ______ $3,780 $3,831 $4,042 $4,135 $4,244
Riverside
Educational ’
program only
Amount budgeted ____ $116, 562 $127,373 $135,378 $158,784 $166,912
Students enrolled ____ 50 52 54 64 64
Average cost per ,
student __________ $2,331 $2,449 $2,507 $2,481 $2,608

Education and
residential program
Amount budgeted ____$1,834,799 $1,896,512 $1,997,834 $2,064,104 $2,108,231
Students enrolled ____ 465 465 465 483 468
Average cost per ’
student _—________ $3,946 $4,079 $4,296 $4,274 $4,505
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(Estimated) (Proposed)

All programs 1963—64 196465 1965-66 1966-67 1967-68
Amount budgeted ___..$1,951, 361 $2,023,884 $2,133,212 $2,222,888 $2,275,143
Students enrolled —___ 515 517 519 547 532
Average cost per

student __._______ $3,789 $3,915 $4,110 $4,064 $4,277

ANALYSIS AND RECOMMENDATIONS

The budget requests from the General Fund are $2,109,198 at
Berkeley and $2,255,342 at Riverside before adjustments. To these
figures, workload is added in the amounts of $38,410 at Berkeley and
$19,801 at Riverside for adjusted totals of $2,147,608 and $2,275,143
respectively. At the Berkeley school, workload increases include 2
groundsmen ($12,395), 1 supervising teacher ($11,959), operating
expenses ($5,056) and equipment ($9,000). The Riverside workload
increases include 1 painter ($9,364), operating expenses for price in-
creases and special repairs ($7,635) and equipment ($2,000). From the
totals adjusted for workload, the budget shows undetailed 10 percent
reductions of $214,761 at Berkeley and $227,514 at Riverside which
produce the amounts requested in the Budget Bill: $1,932,847 and
$2,047,629 respectively. In addition to the General Fund request, the
budget also reflects anticipated receipts of federal funds from the Ele-
mentary and Secondary Education Act of 1965 amounting to $118,203
at Berkeley and $125,309 at Riverside.

In each case, these funds are used to finance the summer school pro-
grams and other auxiliary projects.

Educational Program

Each of the schools for the deaf maintains academic and voecational
programs similar to those found in the public schools. For those enrolled
in the academic program, instruction is offered in English, history,
social studies, mathematics, ete., after which, if they are suitably qual-
ified, the students may enroll at an institution of higher learning, prin-
cipally Gallaudet College for the Deaf in Washington, D.C.

The voecational program has undergone several changes in the past
year as the schools’ administrations have attempted to phase out cer-
tain programs which were of questionable value (principally the shoe
repair program at the Berkeley school) and replace them with training
in more contemporary skills. Presently, instruction is offered in uphol-
stery, woodworking, graphic arts and printing, key punch operation,
auto repair and homemaking. It should be noted that the graphic arts
and printing departments and the key punch operation departments at
both schools are being expanded with new facilities (3,700 square feet
at Berkeley and 900 square feet at Riverside) and equipment.

As mentioned previously, all students receive intensive instruction in
oral techniques, lipreading and finger spelling.

In the current year, the School for the Deaf, Berkeley is requesting
one additional teacher which was established administratively in the
current year to meet expanded enrollments in the lower school (grades
1-3) where a lower class size is normal. We recommend that this posi-
tion be approved.
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Also in the current year, the School for the Deaf, Riverside requested
and received 3 teacher positions and 0.4 temporary help, positions which
are requested for continuance in the budget year. The justification for
these positions is an increased number of students, particularly in the
lower school (grades 1-4) and the elementary school (grades 5-8) where
the pupil-teacher ratios are traditionally about 8-1 (the normal ratio
in the upper grades is 10-1). The lower school has experienced an
increase of 7 students, the elementary school an increase of 13 students
and the junior high school (grades 9 and 10) an increase of 6 stu-
dents for a gain of 26. The high school, however, lost 18 students for a
net change of 8 students. Because these 8 students are now in classes
with lower pupil-teacher ratios, the additional teachers appear to be
warranted. We recommend that these positions be approved.

1. and 5. We recommend that two groundsmen positions requested
at the School for the Deaf, Berkeley ($12,395) and three groundsmen
($18,592) and one laborer ($6,060) in the existing staff at the School
for the Deaf, Riverside be deleted for a total General Fund savings
of $37,047 plus related operating expenses. The School for the Deaf,
Berkeley is requesting two additional groundsmen positions on the
basis of increased workload. Currently, the staff at this school, which is
also responsible for the School for the Blind, consists of four grounds-
men, two laborers and one supervising groundsman for a total grounds
staff of seven. By employing the standards used by the Public Buildings
Serviee division of the General Services Administration, an appropriate
number of staff positions is slightly less than five, two less than the
existing staff and four less than the total requested staff. Because of
this fact, we believe the two additional staff positions are unnecessary.
However, because the Berkeley site is primarily hilly and uneven, and
more difficult to maintain than a flat site, we do not believe the existing
staff should be reduced.

At the Riverside school, which is level, the existing staff includes
seven groundsmen, three laborers and one supervising groundsman for
a total outdoor staff of 11. Again, using the federal government stand-
ards, a grounds staff of six (the site is slightly larger than at Berkeley)
may be justified plus one supervisor for a total of seven. We therefore
recommend the deletion of the three groundsmen and one laborer which
will bring the Riverside school’s staff in line with the Berkeley school’s
staff.

2. and 6. We recommend the deletion of five janitors at the School
for the Deaf, Berkeley ($27,295) and four jonitors at the School for
the Deaf, Riverside ($21,772) for a General Fund savings of $49,067
plus related operating expenses. The California School for the Deaf,
Berkeley presently employs a janitorial staff consisting of 17 janitors
and 1 janitor foreman which must maintain a total building area of
317,500 square feet. According to the federal standards referred to in
the analysis of the California School for the Blind, the types of area
found at this school should be maintainable by a staff of 12 plus one
supervisor. Consequently, we are recommending the deletion of five
janitorial positions at the Berkeley school.
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The Riverside school has a janitorial staff of 15.7 janitors, 1 janitor
foreman and 0.5 temporary help which maintains a total area of 312,171
square feet of area similar to that found at the California School for
the Deaf, Berkeley. If this area were maintained by the federal govern-
ment, a janitorial staff of 12 janitors and 1 foreman would be assigned.
As with the Berkeley school, we believe that by federal standards, this
school is overstaffed and should be reduced by four positions.

3. - We recommend the deletion of one supervising teacher at the Cal-
ifornéa School for the Deaf, Berkeley for o General Fund savings of
811,959, plus related operating expenses. During the past and current
years, the school has received funds under the Elementary and Second-
ary Kducation Act of 1965, Title I, part of which has been used to
establish a ‘‘visual aids media center.’”” A portion of these funds has
gone to establish one supervising teacher position at a cost of approxi-
mately $12,000. According to the Department of Education, federal
financing is not always available when positions are needed and conse-
quently the request is being made to transfer a federal fund cost to the
General Fund to insure that the media center will continue to operate
throughout the year. We believe this request should not be approved for
the following reason.

There has always been a clear functional division between General
Fund and federal fund finanecing at the two schools for the deaf since
federal funds were first introduced in 1965-66. In other words, General
Fund support has been allocated for the regular program with federal
funds to be used for special projects or auxiliary services. The proposed
position is inconsistent with this relationship. Further, we do not be-
lieve it is a good precedent to allow formerly federally funded positions
to be transferred to the General Fund as a means of budgetary expan-
sion, especially when federal financing for the position is still available,
consequently, we are of the opinion that it should not be approved and
that it should continue to be financed with federal funds which will be
available in the budget year.

4. and 7. We recommend that solary sevings be increased ot the
California School for the Deaf, Berkeley in the amount of $54,565
and at the California School for the Deaf, Riverside in. the amount of
$40,721 for o General Fund savings of $95,986. We further recommend
that no allocations be made from the Emergency Fund for the crea-
tion of additional positions administratively in the 1967-68 fiscal year.
Salary savings are currently listed at $41,229 at the School for the
Deaf, Berkeley and $62,905 at the School for the Deaf, Riverside,
reductions which are supposed to reflect 6.2 and 5.7 unfilled positions,
respectively. In the past five years, the Berkeley school has averaged
10.4 unfilled positions per year and the Riverside school, 1154 unfilled
positions per year. Also, the anticipated average salaries are $8,404 at
the Berkeley school and $8,287 at the Riverside school plus staff benefits
which bring the averages to $9,211 and $9,090, respectively in the bud-
get year. These salaries multiplied by the average number of vacant
positions produce total estimated salary savings of $95,794 at Berkeley
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and $103,626 at Riverside. The differences between these figures and
those shown in the budget year constitute the amounts shown in our
recommendation, The effect of this recommendation is to insure that ad-
ditional positions are not established administratively without legisla-
tive authorization. This has been possible in recent years through use of
salary savings which have been consistently underestimated.

8. We recommend the deletion of $7,100 in operating expenses at the
California School for the Deaf, Riverside. Included in the ‘‘Increase to
recognize full workload change,”’ are two items totaling $7,100. First,
$4,600 is requested to repair an asphalt parking area used by the
school’s staff and second a $2,500 item to purchase bleacher seats for the
school’s gymnasium. )

Having visisted the Riverside school during the current year and in-
spected the parking lot proposed for resurfacing, we conclude that such
repairs are unnecessary and premature. The noticeable cracks in the
asphalt present no hazard to automobiles and in no way impair the use-
fulness of the parking facility.

The requested bleacher seats are an improvement in the level of serv-
ice and, while undoubtedly desirable, are not necessary from a work-
load standpoint.

Residential Program

In the budget year, the residential program is estimated to include
442 students at Berkeley and 468 students at Riverside at a cost of
approximately $1,900 per pupil at each. The program includes child
guidance, counseling, health services and dental care, and a wide range
of extracurricular activities including interscholastic and intramural
athletic competition, social activities, student government, hikes, picnics
and parties. The students are housed in dormitory units at three or four
to a room where a counselor ig on duty full time.

9. We recommend that one painter position requested at the River-
side school in the budget year under ‘‘Increase to recognize full work-
load change’’ be deleted for a General Fund savings of $9,364 plus
operating expenses. The School for the Deaf, Riverside presently has a
staff of 2.4 painters as does the Berkeley facility. In its justification, the
agency states that 491,080 square feet of wall space need painting each
yvear and that the existing staff is capable of covering 273,000 square
feet. This figure is arrived at on the basis of 840 square feet per man-
day and 325 total days of work. The agency therefore concludes that
218,080 square feet of area remain to be painted and that they need one
full-time position to do it.

‘We believe that the workload standards submitted by the California
School for the Deaf, Riverside are unrealistic and in no way conform to
accepted standards utilized by the State Department of General Serv-
ices. The department has established a workload standard of between
200,000 and 300,000 square feet of area per man-year. Thus, with 2.4
positions, the minimum amount of area which should be painted is 480,-
000 square feet per year with & maximum of 720,000 square feet. Inas-
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much as the stated amount of area to be painted is only slightly above
the minimum standard set by the Department of General Services, we
believe the requested position should be denied.

POLICY OPTIONS

1. and 3. Consideration should be given to the possibility of charging
parents for a portion of the medical care offered at the two deaf
schools. At present, General Fund costs for medical care amount to
$43,350 at the Berkeley School and $38,191 at the Riverside school for
per student costs of $86 and $72 respectively. Inasmuch as current
school distriet expenditures for health services average $6 per pupil, it
is proposed that parents be charged a fee of $66 at each school ($72-$6).
Such a measure would produce a General Fund savings of approxi-
mately $68,500 ($33,400 at Berkeley and $35,100 at Riverside), less any
amounts waived by the school in instances of financial hardship. The
arguments for and against this proposal are similar to those at the
School for the Blind, Berkeley on page 249. As with the proposal at the
School for the Blind, Berkeley, such waivers should not exceed 20 per-
cent of the total cost of all medical services provided.

2. and 4. Consideration should be given to the possibility of increas-
ing the reimbursement levels made by school districts to the actual ex-
penses involved in educating other physically handicapped minors. A
General Fund savings of approximately $180,000 would result ($86,900
at Berkeley and $92,928 at Riverside). This policy option is explained
more fully under the discussion of the same proposal for the School for
the Blind on page 249.

Department of Education
STATE EDUCATIONAL AGENCY FOR SURPLUS PROPERTY
ITEM 83 of the Budget Bill Budget page 202
FOR SUPPORT OF STATE EDUCATIONAL AGENCY FOR

SURPL.US PROPERTY FROM THE SURPLUS EDUCATIONAL
PROPERTY REVOLVING FUND

Amount requested $3,029,302
Estimated to be expended in 1966-67 fiscal year 2,968,961
Increase (2.0 percent) $60,341

TOTAL RECOMMENDED REDUCTION - None

GENERAL PROGRAM STATEMENT

The State Educational Agency for Surplus Property, located within
the Division of Public School Administration in the Department of
Education, makes available federal surplus property to schools and
other eligible institutions. The costs of handling and processing items
for distribution are financed by the agency and recovered from partici-
pating agencies by charges which are paid into the Surplus Property
Revolving Fund. Approximately $32 million in surplus property will be
distributed to schools and other institutions under the program in
1967-68.
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ANALYSIS AND RECOMMENDATIONS

A sum of $3,029,302 is proposed for expenditure by the State Edu-
cational Agency for Surplus Property in 1967-68; this represents an
increase of $60,341 over the current level. A total of nine positions
were administratively established during the current year offset by the
elimination of 10 temporary help positions. The department requests
that the positions be continued during the budget year. We recommend
approval of the item as budgeted.

Department of Education
VOCATIONAL EDUCATION
ITEM 84 of the Budget Bill Budget page 205

FOR SUPPORT OF VOCATIONAL EDUCATION
FROM THE GENERAL FUND

Amount requested in Budget Bill . $800,584

Budget request before identified adjustments _____________| $867,570

Increase to recognize full workload change . ________ 21,986

Budget as adjusted for workload change $889,538

Adjustment—undetailed reduction (10 percent) .. _____ 88,954
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET.____ $22,898
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $66,056

Summary of Recommended Reductions Budget

Supervision and Teacher Training Program Amount Page Line

Reduce General Fund Support—state matching ________ $18,074 208 8
Manpower Development and T'raining Program

3 Assistant supervisor 39,832 209 42
1.5 Intermediate typist-clerk 8,413 209 42
$66,3191

1 Includes General Funds in amout of $22,898.

Summary of Policy Options
Reduce General Fund support—state matching for Super-
vision and Teacher Training Program to 1965-66 level $54,369

GENERAL PROGRAM STATEMENT

California’s vocational education program is cooperatively financed
by federal, state and local funds. Federal funds are authorized by the
following acts: (1) the Smith-Hughes Act and (2) the George-Barden
Act, which jointly provide assistance for agricultural, industrial, tech-
nical and homemaking education, distributive education and voeational
guidance. These acts make funds available for salary reimbursements,
travel expenses and instructional materials; (3) the Vocational Educa-
tion Act of 1963, which provides funds for a variety of inschool and
nonsechool vocational education programs, including programs for per-
sons in high school, persons out of high school who are available for
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full-time study, persons with special needs, and the construction of
area vocational facilities, and (4) the Manpower Development and
Training Aect, which provides instruction and training for underem-
ployed and unemployed persons in local educational institutions and
regional skill centers. The total proposed expenditure for both state
level operations and for the reimbursements to school districts. are
summarized in Table I. Table 1

able

Proposed Expenditures for Vocational Education
in California in 1967-68

Proposed
State level programs expenditures
I. Pire Training Program _____ $185,010
II. Administration ___ — 191,834
IIXI. Supervision and Teacher Training 1,859,825
IV. Manpower Development and Training Program ______________ 380,024
V. Practical Nurse Training Program 18,450
VI. Area Vocational Education _ ‘ 96,865
VII. Instructional Materials for Apprentices - 10,000
VIII. Work Study Program 8,700
Total Expenditures: State Level
General Fund _— $867,570
Federal funds 1,833,138 $2,700,708
Reimbursements to School Districts
III. Supervision and Teacher Training _ $2,216,970
IV. Manpower Development and Training Program _______________ 12,000,000
IX. Vocational Education Act of 1963 12,135,178
Total Reimbursements
General Fund ____________________________ $1,430,271
Federal funds 24,921,877 $26,352,148
Grand Total Expenditures for Vocational Edueation _______________. $29,052,856

California’s total expenditures for vocational education and for
manpower development and training programs are proposed at $29
million in 196768 prior to the adjustments to the General Fund appro-
priation totaling $66,986. Presently all federal funds authorized by the
George-Barden, Smith-Hughes and Voecational Education Act of 1963
require 50 percent state and/or local matching. The Manpower De-
velopment and Training Program requires that the state finance one-
tenth of the cost of the continuing program and one-tenth of the cost
of the state level administration with General Funds. Under the
allocation procedures for support of the vocational education programs,
state administrative costs are first deducted from state and federal
contributions and then the remaining balances are distributed to
school districts for the support of approved vocational education
programs. Proposed expenditures for state level programs and the
source of funding for such programs are illustrated in Table IL.
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Table 11
Funds for Vocational Education in California
1967-68
* 1. State-level Operations i
Income _ Expenditures
State General Fund______ $867,570 Administration:
Federal funds __.____. -~ 1,833,138 General Fund __ $30,693
Federal funds __ 161,141

Area vocational education
(federal funds) ._________
Practical nurse training
(federal funds) __________
Fire training program
(General Fund) _____.____
Instructional materials
(federal funds) __________
.Manpower development and

training :
General Fund __ $38,002
Federal funds .._ 340,622 -

Work study program
(federal funds) ___._______
Supervision and teacher

training :

General Fund __  $663,865

Federal funds _ 1,195,960

) Detail :
- Supervision and teacher

training :
Agricultural educa- -

tion ___________. $344 542
Business education ' 19,923
Distributive ‘

education ______ 195,252
Homemaking

education ______ 242,308

: Industrial arts

education ______ 48,864
Industrial

education ______ 581,346
Junior college )

serviees _______ 362,018
HEmployees’

retirement and

health and .

welfare ________ 115,000
HBquipment _______ 5,706

Less: salary
savings and

reimbursements ~55,134
—_—_— Subtotal _____ $1,859,865
Total income ————____ $2,700,708  Total expenditures ________

II. Reimbursements to School Dis-
tricts
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Income Expenditures
State General Fund__—___ $1,430,271 Agriculture (federal
Federal funds —_________ 24,921,877 and General
Fund) $256,061

Area vocational education
(federal funds; Title IIT,

NDEA)Y 608,909
Business (federal and General

Fund) 132,219
Homemaking (federal and

General Fund) ___________ 317,852
Industrial (federal and .

General Fund) ___________ 677,448
Practical nursing (federal and

General Fund) ___________ 224,478
The Vocational Education

Actof 1963 ______________ 12,135,178

Manpower development (Fed-
eral and General Funds)___ 12,000,000

Total income ________ $26,352,142  Total reimbursements _____ $26,352,142
Grand total: Hxpenditures for vocational education in California
General Fund ——_____ $2,297,841 State-level operations —______ $2,700,908
Federal funds —_——_____ 26,755,015 Reimbursements to school
distriets ________________ 26,352,148
GRAND TOTAL GRAND TOTAL
INCOME ___________ $29,052,856 EXPENDITURE _.______ $29,052,856

ANALYSIS AND RECOMMENDATIONS

The General Fund support for the state level administration of the
vocational education program is set at $867,570 before adjustments.
The adjustments include an amount of $21,968 for workload and an
undetailed 10 percent reduction of $88,954. When the amount for
workload is added, the budget totals $889,5638. When the undetailed
deduction is included, the sum equals $800,584, the amount of the
budget request.

Federal fund support for state level operations is proposed at
$1,833,138, an increase of 1.4 percent over the current year. The total
inerease in General Fund and federal funds, adjusted for full workload
change, is $69,978.

The major workload increases in state level operations reflected in
the workload adJustment are summarized below in the order depicted
in Table I.

Program and positions requested Amount
Supervision and Teacher Training :

Temporary help $1,980

1 Assistant supervisor 7,078

0.5 Stenographer position

Other Increases:
Operating expenses 12,900

Total : $21,968
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The vocational education budget is presently composed of eight dis-
tinet programs in addition to the state level administration of the
overall program. These programs and their sources of support are listed
below, J
Programs Supported Entirely by General Fund

I. Fire Training Program: This program provides services to local
fire departments, primarily volunteer fire departments, by econducting
in-service training throughout the state, teachmg modern methods of
firefighting and fire investigation. In 1967—68 it is estimated that over
200 firefighting schools will be conducted by the department’s seven
instructors involving over 6,000 pupils, which is equivalent to the
present level. General Fund expenditures for the program are estimated
at $135,010 in 1967-68, an increase of $4,670 over 1966—67. The increase
is entirely due to higher salaries and staff benefits. The projected level
of service for 1967-68 is expected to remain unchanged and no new
positions are requested.

Programs Supported by State and Federal Funds

II. Administration: Total General Fund and federal fund support
for state level administration is set at $191,834 for 1967-68, an increase
of $5,140 over the current year. General Fund support is proposed at
$30,693, representing an increase of $822, whereas federal support
is estimated at $161,141, for an increase of $4,318. The projected level
of service for the state level administration will remain unchanged in
1967-68.

The State Board of Eduecation has requested that a comprehensive
study be made of vocational eduecation in California. The study to be
completed by September 30, 1968 will evaluate the quality of the
present program, project future requirements of vocational eduecation
and suggest recommendations for the comprehensive and eoordinated
development of vocational education programs in the state. It is antiei-
pated that a major part of the study will be devoted to a determination
of the roles and responsibilities of high schools, adult sehools and junior
colleges in voeational education. The cost of the study, estimated at
$300,000, will be financed from federal funds available for this purpose
under the Vocational Education Act of 1963.

IIT. Supervision and Teacher Training: This program, representing
the largest amount of state support for voecational education, finances
the cost of six vocational education bureaus within the department
which, in turn, provide consultant services to school districts operatmg
spemﬁe voeatlonal education programs in agriculture, homemaking, in-
dustrial arts, industrial education, business “and d1str1but1ve education.

Table III illustrates total enrollment in vocational edueation pro-
grams by occupational category for 1965—66.
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Table I

Enroliments in Vocational Education for 1965-66
by Occupational Category

Avrlculture Occupations __ ' 21,171

Distributive Occupations X 117,492
Health Occupations . 11,495
Home Economics Occupations. . : 142,455
Office Occupations. - 237,717
Technical Occupations 55,267
Trade and Industrial Qccupations 163,189

Total _. I 749,416

General Fund support for supervision and teacher training is pro-
posed at $663,865 in 196768, an increase of $18,074 over 1966—67. Fed-
eral support for the program is estimated at $1,195,960, an ineréase of
$32,558 for a total expenditure of $1,195,960. During the current year
1.6 temporary help positions were administratively established for the
Bureau of Industrial Education. It is proposed that these positions be
continued during the budget year. The workload adjustment reflects a
request for one assistant supervisor position and one-half clerical posi-
tion for the bureau for an additional state General Fund cost of $7,078.
An additional temporary help position is also requested for the Bureau
of Distributive Education for an additional cost of $1,980, to be sup-
ported entirely from federal funds.

We recommend approval of the request that the 1.6 temporary help
positions established for the Bureau of Industrial Education be con-
tinued during the budget year. These positions were administratively
established during 1966—67 at a cost of $8,000 in federal support to pro-
vide clerical assistance:to the bureau for the review of local project
applications during peak workload periods. The bureau reports that
project applications for industrial education will increase from 1,300
projects in 1965-66 to 1,800 projects in 1966-67. In view of the demon-
strated workload increase, we recommend approval of the proposed
positions for no increase in General Fund cost.

‘We recommend approval of the request for one assistant supervisor
position and one-half stenographic position for the Bureau of In-
dustrial Education for an additional General Fund cost of $7,078. The
additional positions are requested because of the aforementioned work-
load increase in the number of project applications processed by the
bureau. The total cost of the additional positions will be financed from
an'equal sum of federal and state money with state support proposed
at $7,078.

We recommend approval of the request for temporary help funds
in the amount of $1 980 in federal funds for the Bureau of Distributive
Education for no increase in General Fund cost. The temporary help is
requested to alleviate a minor workload increase.

We recommend that an amount of $18,074 in General Fund support
be deleted from the budget for supervision and feacher traiming. An
amount of $663,865 in General Fund support is proposed for the pro-
gram in 1967-68, representing an increase of $18,074 over the current
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level. Federal funds for the program will inerease by a sum of $32 558
to a level of $1,195,960 in the budget year.

Our- recommendatmn is based on the fact that the present level of
General Fund support for the program is unnecessary in view of the
federal matching requirements of -the Vocational Educatlon Act of
1963, which states in part:

¢ . for each dollar of federal funds expended under the
state plan at least a dollar of state or local funds or both, must
be expended for the same purpose. . . . Such matehing may
be on a statewide basis.”’ : P '

Matching purposes include the maintenance and training of teach-
ers, and. supervision for trade, agricultural and industrial subjects,
whlch it is noted are the sub;;eets for which the state support for the
supervision ‘and teacher training program is expended.” The federal
matching requirements established by the Vocational Education Act
of 1963 permit substantial General Fund savings, since many com-
ponents of the state level program need no longer be budgeted on a
50-50 state-federal fund matching basis but may be budgeted on the
basis of federal and local expenditures.

Our recommended reduction of $18,074 would maintain the state’s
level of General Fund support required to meet the federal matching
requirements for the supervision and teacher training program at the
1966-67 level.

POLICY OPTION

Consideration could be given to reducing General Fund support
for the Supervision and Teacher Training Program to the 1965-66
level of $609,496 for a General Fund savings of $54,369 (including the
recommended reduction of $18,074). The main advantage of the recom-
mendation is the General Fund savings available. A major argument
against the proposal would be that General Fund support for this
activity would be cut back to the level of the last actual fiscal year, at
a time when local expendltures and federal expenditures for vocational
education are increasing.

IV. Manpower Development and Training Act: The main purpose
of this program is to train the unemployed manpower of the state
and to retrain underemployed persons. At the national level the De-
partment of Health, Education and Welfare administers the educational
aspects of the program while the Department of Labor administers the
aspects dealing with the employment opportunities, payment of training
allowances and job placement. In California the program is jointly
administered by the Department of Employment and the Depatrtment
of Education. The Department of Employment identifies individuals
requiring retraining and pays them training allowances while the De-
partment of Education prov1des state level superv1s10n of the instrue-
tional aspects of local projeets.

In 1965, as a result of Congressional amendments emphasizing pro-

‘grams for the hard core unemployed, a new component was added to

the program, the establishment of regional skill centers. These centers
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are designed to provide educational and guidance services for trainees
as well as comprehensive occupational training programs, In California
there are currently five centers. Three are operated by the Los Angeles
City School Distriet; they are the Watts, East Lios Angeles and Pacoima
Centers. One project, the Hast Bay Center, is administered by the
Peralta Junior College, and the final project is administered by the
West Coast Trade School.

Since July 1966 the major part of California’s MDTA funds have
been redirected from the several hundred centers previously maintained
by local school districts and private schools into the five regional cen-
ters. The impact of the longer, more comprehensive programs offered
by the skill centers is illustrated by the fact that 18,716 trainees partic-
ipated in the MDTA program in 1965-66, whereas only 6,400 are
estimated to participate in the program in 1966-67 and 1967-68. Table
IV identifies the five skill centers, depicts the number of youths and
adults enrolled in each center and illustrates the total cost of instruc-
tion and subsistence allowances for the current year.

Table IV
Funds Allocated for Skill Center Programs 1966-67 (Est.)
. Number

Skill center of Instructional costs Subsistance Total
‘Watts trainees  Federal State allowances cost

Adults _________ 800 $1,003,171 $111,464 $1,723,300 $2,837,937

Youth —________ 290 310,217 34,469 255,670 600,356
East Los Angeles

Adults _________ 1,200 1,701,154 189,017 2,878,840 4,759,011

Youth __________ 650 687,049 76,334 658,030 1,421,418
Pacoima

Adults —________ 200 424,782 47,198 547,140 1,119,120

Youth __________ 200 295,410 32,833 226,140 554,373
East Bay

Adults . __ 1,000 1,588,080 176,453 2,828,002 4,592,535

Youth __________ 400 589,758 65,529 498,055 1,158,342
West Coast Trade

School
Adults _________ 1,200 2,137,662 _.t 2,289,060 4,426,722
Youth —________ 360 618,678 _— 270,380 889,058

Other Programs

Napa -Junior
College _______ 100 199,989 22,219 172,500 394,708

Grand Total 6,400 $9,555,950 $733,302 $12,347,117 $22,658,578

iTen percent matching requirement waived by U.S, Commissioner.

The Department of Employment estimates that approximately 13
percent of the trainees enrolled in the program in 1966-67 and 1967-68
will be functional illiterates requiring large amounts of adult basic
education to obtain basic reading and math skills necessary for par-
ticipation in an ocecupational training project.

Prior to the 1966-67 fiscal year the federal government financed the
entire cost of the Manpower Development and Training Program. How-
ever, in 1966-67 the states were required to finance 10 percent of the
total cost. Originally it was believed that in-kind services might be used
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to meet the matching requirements instead of General Fund amounts.
However, due to the unavailability of such service for the MDTA pro-
gram, the state must meet the matching requirements with cash.

General Fund support for the state level administration of the Man-
power Development and Training Program is set at $38,002 in 1967-68,
a decrease of $33 below the current level. Federal fund support is esti-
mated at $380,024, a decrease of $11,056 below the present level.

We recommend that an amount of $48,245 be deleted, comprised of
a sum of $39,832 for three vacant assistant supervisor positions and
$8,413 for 1.5 clerical positions for the administration of the Manpower
Development and Training Program for a total General Fund squings
of $22,898. We believe that the size of the unit’s staff is excessive for
the following reasons. California’s estimated allocation for 1966-67
and 1967—68 has heen reduced from $16 million to $12 million for each
year. Second, the unit has experienced a substantial decrease in the
number of projects it must supervise from 290 projects in 1965-66
maintained by school districts located throughout the state to the five
regional skill centers plus one other project. Third, the workload for-
mula previously used by the unit to justify position requests indicates
that the present staffing pattern is excessive.

Currently the Manpower Development and Training Program is au-
thorized 16 professional positions and 11 clerical positions which are
listed below:

Professional positions:

1 coordinator
14 assistant supervisors
1 assistant budget analyst

Clerical positions:

10 intermediate stenographers -
1 intermediate account clerk

Seven of the 14 assistant supervisors were established prior to the
establishment of the Skill Center program to administer the several
hundred MDTA projects maintained by the public schools throughout
the state. The workload formula on which this staffing was based is de-
tailed below:

3 assistant regional supervisors for the first 73 projects

1 additional assistant supervisor for each additional 50 projects or

fraction thereof

On the basis of this workload formula, this unit has sufficient staff
during the 1966-67 fiscal year to supervise 275 projects. When the
skill centers were established, five additional supervisor positions were
authorized as it was anticipated that the unit’s continuing workload
generated by school district projects would remain, when in fact, the
total number of projects supervised has actually decreased from 291
in 1965-66 to 6 projects in 1966-67, including the 5 skill centers and
one other program. The 1967—68 workload is estimated at approxi-
mately the same level. For these reasons, we recommend that three
vacant assistant supervisor positions and related clerical staff be
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deleted for a net General Fund savings of $4,824. The implementation
of the recommendation will leave the unit 11 supervisor positions to
provide state level supervision for the skill centers, which we believe
adequate.

Programs Financed Entlrely from Federal Funds

V. Practical Nurse Training Program: An amount of $18,450 is
budgeted for: this program in 1966-67 for the purpose of developmg
curricula and instructional materials for the field of nursing through
contractual arrangements with the University of California.

VI. Area Vocational Education: This program was formerly sup-
ported by National Defense Education Act Fund under Title VIII of
the National Defense Education Aect. The program provides federal
assistance for technical vocational education programs operated by the
junior colleges. It is estimated that over 80,000 pupils will participate
in the program in 1967-68. Federal fund expenditures are set at $96,-
865 which is a decrease of $11,490 below the present level. The decrease
is primarily caused by a reduction in bulletin printing.

VI1I. Instructional Materials for Apprentices: This program pro-
vides instructional materials such as workbooks, examinations, and
teacher manuals for the use of apprentices in trades in which there are
a minimum of 100 apprentices. The program is entirely self-supporting
from-reimbursements with the exception of federal support for trades
having fewer than 100 apprentices. It is estimated that 20,000 pupils
will be enrolled in the program in 1967-68 which is equivalent to the
present level. A sum of $90,465 is proposed for the program in the
budget year, equivalent to the current level. Reimbursements from. pub-
lications sales will total $80,465 and federal support will remain con-
stant at the current level of $10,000. No new positions are proposed for
the activity in the budget year.

VIII. Work Study Program: This program was authorized by the
Vocational Education Act of 1963 to provide financial assistance to vo-
cational education students so they may complete their vocational edu-
cations. Under the provisions of the program local school district and/or
other local public agencies provide employment opportunities for voca-
tional education students and are partially reimbursed by the state for
wages paid students. Maximum payments of $60 per month are author-
ized for students between the ages of 15 and 21 years who participate in
the program. Presently ‘about 2,300 pupils participate in the program at
the secondary level and 1,700 pupils participate in the program at the
junior college level. California’s allocation in 1967-68 is estimated at
$1.7 million which is equal to the present level. In 1966-67 districts for
the first time are required to provide 25 percent of the wages paid stu-
dents in the program with the balance reimbursed by the program.

IX. Vocational Education Act of 1963: The Vocational Education
Act of 1963 is currently the most important source of federal funds for
vocational education in California. In 1967-68 California will receive
over $12 million under the program. Although this budget item appears
in the local assistance portion of the budget rather than the support
budget for vocational education we are including a brief description of
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the program here because of its increasing importance. The most note-
worthy characteristic of the program is that it authorizes expenditures
for a variety of the programs and permits a great deal of administrative
flexibility in tramsferring funds between program categories. A state
plan approved by the State Board of Education governs the administra-
tion of the program. Funds are allocated to school districts on the basis
of project applications submitted to and reviewed by the appropriate
bureaus within the Bureau of Vocational Education. Table V illustrates
the total federal and local expenditures for this program by statutory
purpose for 1965-66.

POLICY OPTION

Consideration could be given to directing the Department of Educa-
tion to allocate the total amount of $12 million available under the
Vocational Education Act of 1963 to 10 to 30 priority areas of the
state which exhibit the highest dropout rates and which also exhibit the
highest levels of unemployment among out-of-school youth. If Cali-
fornia’s $12 million entitlement were combined with $12 million in
local support as required by the law, a total amount of $24 million
would be available for such concentrated programs. Adoption of the
option would permit the establishment of more comprehensive pro-
grams for limited numbers of pupils which have the greatest need for
educational services, and who are potentially society’s most serious
problems than would be possible under the existing method of allo-
cating these funds under which they will be allocated to 1,600 projects
in 1967-68.

It is noted that precedent already exists for concentrating funds on
hard-core poverty areas. Chapter 106, 1966 Statutes, provides $9 million
in state support for the reduction of the pupil teacher ratio in hard-core
poverty schools for grades K—6. In addition precedent exists for redi-
recting existing amount of funds for training from large numbers of
projects to smaller numbers of pupils possessing the greatest need for
comprehensive services. The regional skill center program already dis-
cussed is representative of this policy. Finally, it is noted that the fed-
eral government recognizes the importance of programs for out-of-school
youth and the establishment of comprehensive projects by requiring
that a maximum amount of 33 percent of the federal allocation received
by the state to July 1, 1968 be allocated for programs involving out-of-
school youth and/or programs for the construction of area vocational
education facilities.

Finally, a substantial although undetermmed amount of savings for
state level operations would be impossible should the pohcy option be
adopted, sinee much of the present workload of the various vocational
education bureaus connected with the review of thousands of project
applications for federal support-would be eliminated. Such savings
could be reallocated to the regional centers for more comprehensive
vocational training programs. In addition, the effectiveness of the
vocational education programs could be more easily evaluated upon
adoption of the option.
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Table V

Summary of Allocations for California
Vocational Education Act of 1963 Funds

1965-66

Statutory purpose Total Local VEA 63
Vocational education for persons in high school $14,672,838.96 $10,255,579.99  $4,417,258.97
Vocational education for persons who have completed or left high school

and are available for full-time study 8,789,259.52 5,981,968.85 2,807,290.67
Voeational education for persons already in the labor market____________ 1,190,724.68 760,433.08 430,291.60
Vocational education for persons with special needs 347,291.70 199,437.10 147,854.60
Construction of area vocational school facilities 6,350,463.50 4,868,426.25 1,482,087.25
Vocational education ancillary services 3,094,121.27 1,688,030.35 1,406,090.92

Total—Regular Program $34,444,699.63 $23,758,875.62 $10,690,824.01

Total—Work Study $1,235,686.00 $4,130.00  $1,231,556.00
GRAND TOTAL $35,680,385.63 $23,758,005.62 $11,922,380.01

Percent
41.32

26.26
4.02
1.39

13.86

13.15

100.00
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Depariment of Education
DIVISION OF LIBRARIES
ITEM 85 of the Budget Bill : Budget page 211

FOR SUPPORT OF STATE LIBRARY
FROM THE GENERAL FUND

Amount requested in Budget Bill $1,581,421
Budget request before identified adjustments ___.____.__ $1,663,611
Increase to recognize full workload change__._.____._____ 37,968
Budget as adjusted for workload change ________ $1,701,579
Adjustment—undetailed reduction (10%) — ___________ 170,158
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET__. $6,221
BALANCE OF UNDETAILED REDUCTION—REVIEW PEMDING $163,937
Summary of Recommended Reductions Budget
Amount Page Line
0.5 Intermediate typist $2,511 211 23
0.5 Librarian $3,710 211 23

Summary of Policy Options
1. Reduce consultant visits to local libraries for a Gereral Fund savings of

$30,937.
2. Delete $82,416 for book purchases and substitute federal funds for this purpose

for a General Fund saving of $82,416.

GENERAL PROGRAM STATEMENT

The State Library, headed by the State Librarian, is responsible for
several library services. These include providing the usual library
services for the public, providing basic reference services for the Legis-
lature and the executive branch of government, and maintaining a
collection of historical material relating to California. In addition, it
administers the state and federal programs for public library develop-
ment which are intended to extend and improve public library services
statewide. In addition to administration the library is composed of four
bureaus. These bureaus are listed below, followed by a brief deserlptlon
of the responsibilities of each.

1. Library Consultant Services
2. Reader Services

8. Law Library

4. Technical Services

1. Library Consultant Services. This unit provides several non-
regulatory consultative services designed to improve the local operation
of the state’s 213 public libraries. The unit’s consultants advise local
libraries regarding the planning and construction of new facilities and
they make surveys of local library needs. In addition, the unit is
partially responmsible for implementing California’s Public Library
Development Act and for supervising projects authorized under the
federal Library Services and Construction Act. These programs are
summarized below:
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Local Library Development Programs

a. California Library Development Aect. The California Library
Development Act authorizes state assistance to local libraries to pro-
mote the establishment of cooperative library systems. A sum’ of
$800,000 is proposed for subventions for the program in 1967-68. This
program of local assistance is discussed in the subventions portlon of
the analysis.

b. Library Services and Construction Act. Th1s is a federally
financed program authorized by PL 88-269 designed to extend and
improve library services in areas without local libraries or with sub-
standard services. Originally the aet contained two titles: Title I,
which authorizes federal assistance for the extension of library services,
including the purchase of books, supplies and state level supervision;
and Title II, which provides funds for the ‘construction of facilities.
The program was amended by the 1966 Congress, which authorized
three additional titles—Title III, Interlibrary Cooperation; Title IVa,
Library Services for Institutions; and Title IVb, Library Services for
the Physically Disabled—although no funds were appropriated for
these new programs in the budget year. In 1967—68 it is anticipated
that California will receive approximately $4.1 million under the pro-
vision of the program eomprised of a sum of $1.9 million for the ex-
tension of library services and a sum of $2.3 million for construetion.

In 1966-67 Title I funds are being used to finance library demon-
stration projects in five counties: Alpine, El Dorado, Lake, Sacramento
and Yuba. Other activities include a study of the feasibility of
mechanizing the State Library, a summer internship program and a
program for young adults. Title IT grants are being used to support
the construction or remodeling of 25 publie library buildings.

2. Reader Services. The Reader Services Bureau administers seven
public service sections which provide direct library services for patrons
and interlibrary loans. Representative of the units in this bureau are
a rare books section, a general ciré¢ulation section, a books for the blind
section and a leglslatlve reference section.

3. Law Library. This unit maintains legal reference material for
use by the Legislature, law enforcement agencies, the bar the bench,
law students and the publie.

4. Technical Services. This unit contains seven sections which are
responsible for the acquisition, maintenance and improvement of local
library collections. The unit also administers a processing center op-
erating under the provisions of the Library Services and Construetion
Act which purchases, catalogs and class1ﬁes books for libraries sub-
seribing for such services. , o

ANALYSIS AND RECOMMENDATIONS

" General Fund support for the State Library in 1967-68 is proposed
at $1,663,611 before adjustments. This figure is composed of an amount
of $1,606,508 for the administration of the State Library and a sum
of $57,103 for the administration of the California Library Develop-
ment Act. The amount proposed before adjustments is equivalent to
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an increase of approximately 15 percent over the current level and is
caused by an inerease in operating expenses for rent of building space.
Adjustments to the amount of $1,663,611 include a sum of $37,968 for
workload and a 10 percent undetailed reduction in the amount of
$170,158. When the amount for workload is added, the sum totals
$1,701,579. When the undetailed 10 percent reduction is taken, the
sum totals $1,531,421, the amount of the budget request
The detail of the workload adjustment follows:

Personnel
California Section
1 Intermediate clerk i : : T $5,022
- Government Publication - ] ' ‘ ' :
¢ 1 Intermediate clerk ] : 5,022
Reference Section ) ) )
1 Librarian __ 7,420
Operating expenses : : 17,993
Total increase s : . - $37,968

* The California section requests one clerk for an additional General
Fund cost of $5,022 to process a 50-percent increase in the number of
reference inquiries estimated to be received in 1967—68. We recommend
approval of the request for an additionial General Fund cost of $5,028.

The Government Publication Section requests one intermediate typist
to alléviate workload connected with the number of items processed
by the unit. Workload information submitted by the State Library
indicates that the backlog can be eliminated in one year employing one
0.5 clerical position. We recommend approval of a 0.5 temporary cleri-
cal position for o one-year period for am additional General Fund cost
of $2,511, resulting in o net General Fund reduction of $2,500.

The Reference Section requests one librarian I position for an addi-
tional General Fund cost of $7,420 to alleviate a workload increase con-
nected with the number of reference inquiries received by this unit. The
library reports that the unit received 6,000 more reference requests in
1965-66 than the preceding year. Based on the library’s staffing criteria
of 10,779 units per man-year, an additional 0.5 librarian position should
enable the library to process the additional reference requests. We
recommend approval of 0.5 Librarian position for the unit for an addi-
tional General Fund cost of $3,710, result'mg m a net Ge'neml Fund
reduction of $3,710.

‘As a‘result of a study titled Development of and Implementation of
Processing Center Services which was prepared for the library by the
Institute of Library Research, the State Library proposes a major
expansion of the services prov1ded by the processing center. This unit
presently purchases, catalogs ‘and classifies books for 25 hbrarles in
18 counties which contract for such services.

The proposed-expansion of the processing eenter would make avail-
able to all local libraries and library systems in the state the following
services on a contractual basis utilizing an electronic eornputer rather
than manual methods.
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1. Selection

Ordering

Checking lists
Planning

Preparation of binding
Cataloging

Holding list
Accounting

PN o 0N

Initially it is proposed that the cost of implementing the system in
the amount of approximately $991,040, be financed from federal funds
available under Title I of the Library Services and Construction Act.
The library anticipates that the system, when fully operative, will be
self-supporting from reimbursements made by local libraries and
library systems which contract for services.

‘We have reservations regarding the proposal for expanding the State
Library processing center services, which we detail below.

1. The study prepared by the Institute of Library Research failed
to document the need for an expansion of the processing center services
and failed to estimate the number of libraries and library systems
which would contract with the State Library for processing center
services once the system was established.

2. The study failed to describe the relationship between the proposal
for the expansion of state level processing center and the local pro-
posals presently being considered by regional library systems to estab-
lish regional processing centers to provide similar services. An example
of this type of locally developed plan is the BALANCE (Bay Area
Library Annotated Network for Cooperative Exchange) proposal devel-
oped by the local libraries in Santa Clara, Alameda, Contra Costa and
San Mateo Counties to establish a system to select, acquire, catalog
and process books for most of the libraries in the bay area.

3. The proposal did not describe the cost-benefits which would ac-
crue to local libraries which contract with the expanded processing
center for services; it failed to detail the cost of implementing the
system and it failed to estimate the level of participation which would
be reguired to make the system self-supporting. Innumerable other
cost factors were also omitted from the study such as the estimated
costs of facilities, the number and costs of machines required for the
operation workload criteria and the types of personnel required for
the facility.

Due to the weaknesses of the proposal the State Library has decided
to proceed more slowly with the implementation of the program than
originally anticipated. In 1967-68 the State Library will proceed with
the technical design of the system and at the same time make a market
survey of the number of local libraries which will participate in the
system once it is established. While we believe that this gradual imple-
mentation of the system would be preferable to the original plan we
continue to believe that many basic questions remain unanswered re-
garding the desirability of the proposal.
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We recommend that the State Library coniract with an outside
agency other than the Institute for Library Research to perform a
comprehensive study financed by $30,000 in federal funds which will
answer the following questions:

1. Would it be more economical for the State Library to develop
a total system design for processing center services which could be
used by local library systems rather than to expand and develop its
own processing center into a computer-based system?

2. What is the most economical method, supported by documentation,
of implementing an expansion of processing services for library and
library systems, by the expansion of the existing State Library Proc- .
essing Center, by the establishment of one or more regional processing
centers or by establishment of several processing centers on the part
of the major library systems strategically located throughout the state?

3. Regardless of the alternatives proposed what are the components
which should be incorporated in a State Plan to coordinate processing
center services performed by the state and local libraries?

4. What are the detailed cost-benefits which would accrue to local
libraries ‘and library systems participating in each of the alternatives
outlined in question 1%

5. If a specific method of expanding processing services is selected
what level of participation would be required to make the system self-
supporting ?

6. If the study proposes an expansion of the State Library Processing
Center Services how would the state level program be coordinated with
regional processing center programs which are presently being con-
sidered ?

Policy Option

1. Consideration could be given to reducing by 50 percent the num-
ber of positions budgeted for the Library Consultant Services unit for
a General Fund savings of $30,937 plus operating expenses. Currently
the unit is authorized a total of 6.3 positions composed of three library
consultants and 8.3 clerical positions which are entirely financed by
general funds totaling $61,874. These state supported positions assist
in the administration of the state aid program for library development
and provide consultative services to local libraries. Additional con-
sultative services are provided local libraries by 5 professional posi-
tions, financed by federal funds, which administer the federal Library
Services and Construction Act. In 1965-66 the combined professional
staff expended 5.75 man-years for visits to local libraries. A reduction
of 50 percent of the staff of the Library Consultant Services unit
would result in fewer visits to local libraries but would not eliminate
the activity because of the five professional positions, financed by
federal funds which are also budgeted for this purpose. However, the
policy option would require the elimination of existing positions.

2. A second poliey option would be to reduce a sum of $82,416 in
General Funds from the amount of $112,512 that is budgeted for
book purchases and general continuation and to substitute similar
amounts of federal funds for this purpose.
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In the Amnalysis of the Budget for 1966-67 we made a recommendatmn
that proposed General Fund support for law book purchases be fi-
nanced by federal funds. It was subsequently determined that the
federal regulation would not permit the expenditure of federal funds
for these technical materials, and the recommendation was not im-
plemented. However, we believe that federal funds might be used to
purchase non-technical materials of the type included in the library’s
budget for general book acquisition. ,

. Department of Eelueution
STATE TEACHERS’ RETIREMENT SYSTEM o .
ITEM 86 of the Budget Bill _ " Budget page 215

FOR SUPPORT OF THE STATE TEACHERS’' RETIREMENT
SYSTEM FROM THE GENERAL FUND .

Amount requested in Budget Bill : -$1,0389,661
Budget request before identified adjustments_____.______ $1,080,046
Increase to recognize full workload change_.___ R 75,133
Budget as adjusted for workload change____________.___ $1,155,179 . -
Adjustment—undetailed reduction (1Q percent)______ — 115,518 )

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET.__- - None

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $115,518

Summary of Policy Options

1. Leglslatmn could be enacted changing the method of ﬁnancmg the
administrative costs of the State Teachers’ Retirement System to- pro-
vide for one-third support by the state, one-third support by teachers,
and one-third support by school districts. Enactment of such legisla-
tion would result in General Fund savings of $770,120. ‘

2. We recommend that the Joint Legislative Retlrement Committee,
or some other appropriate committee, study the feasibility of combin-
ing the two major state retirement systems,’ the State Employees’ Re-
tirement System and the State Teachers’ Retirement System.

GENERAL PROGRAM STATEMENT

The enabling legislation and authority for estabhshment of the State
Teachers’ Retirement System is contained in Division 10, Chapter 4,
of the Education Code (Sections 13801-14411) and has as its purpose
the provision of a financially sound retirement plan with adequate
retirement allowances for the public school teachers of California. The
system’s program and mission ig the implementation of the purpose
expressed above.

The management of the system is vested in the. Teaehers Retlrement
Board. of nine members as follows: the Superintendent of Publi¢ In-
struection ; the Controller; the Director of Finance; a member of the
governing board of a school district; and three members of the State
Teachers’ Retirement System, serving staggered four-year terms, ap-
pointed by the Governor from a list of nominees furnished by the Su-
perintendent of Publi¢ Instruction; and one. official each from a life
insurance firm and a bank appomted to four-year terms by the Gov-
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ernor. The board sets policy and establishes rules and appoints an
executive officer who has the responsibility and authority to admin-
ister the system pursnant to those policies and rules and the statutes
governing the management of the system. -

The board has excluswe control of the administration of the three
funds from which benefits are paid. The staff of 126.6 positions is
organized into four units to implement the program. These are the
executive, membership actuarial, accounting operations and office
services. o

ANALYSIS AND RECOMMENDATIONS

The proposed budget for the State Teachers’ Retirement System for
the 1967—68 fiscal year, after an ircrease of $75,133 to recognize full
workload ehange, is $1,155,179. After applying a percentage reduction
of 10 percent, the Budget: Bill proposes an. appropriation of $1,039,661
for the support of the system.

‘We have been informed by the Department of Finance that the Work-
load increase consists of eight full-time and two half-time clerical posi-
tions at a cost of $52,278, and various priee cost increases in operating
expenses amounting to $22 855.

The 1966—67 budget provided funds for nine p0s1t10ns for system
design and programming for conversion of the system’s present EAM
puncheard system to. an exceptionally sophisticated automatic data
processing system. The deecision to eonvert to. the new system is cur-
rently being reevaluated by the Department of Finance and by the
Systems Analysis unit of the Department of General Services. Pending
the results of the reevaluation, funds for seven of the nine positions
have been withheld by the Department of Finance.

The administration of the State Teachers’ Retirement System has
been subject to criticism from several sources during recent years. As
a result of this persistent criticism the Legislature passed Assembly
Concurrent Resolution No. 54, 1966 First Extraordmarv Session, call-
ing for a complete. management study to be conducted by a private
consulting firm through a contraet with the Joint Legislative Retire-
ment Committee. A total of $75,000 was appropriated from the As-
sembly and Senate Contingent Funds for this purpose. In December
1966 the committee contracted with a major certified public account-
ing firm for the study. The firm is to submit a preliminary report on
April 15, 1967, and its final report on. May 15, 1967.

The scope of the study is very comprehenswe with all phases of the
present management, procedures and workload to be considered. Par-
ticular emphasis is to be placed upon reviewing the system’s data
processmg needs and the possibility of the joint use of electronic data
processing equipment with the State Employees’ Retirement System.

Since the Legislature will most likely still be in session during April
and May when the report will be submitted and final action on the
Budget Bill may not be taken, we are not making any recommendations
on the system’s budget at thls time, but will review the recommenda-
tions of the study at the time they are submitted to the Legislature.
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POLICY OPTIONS

1. In our Analysis of the Budget Bill, 1964-65, we recommended
legislation be enacted that would change the financing of the adminis-
tration of the State Teachers’ Retirement System from 100 percent
support by the state to some form of sharing of costs by the state, the
teachers and the employing school districts.

Subsequent to our recommendation Assembly Bill No. 98 was intro-
duced in the 1966 First Extraordinary Session to substantially carry
out our recommendation. The bill passed in the Assembly but was
defeated in the Senate. On the basis of the system’s proposed 1967-68
fiscal year budget the savings to the General Fund would have been
$770,120 had AB 98 passed.

We are renewing our recommendation that legislation be introduced
in the#1967 General Session. Qur recommendation would basically fol-
low the pattern of financing the administration of the State Employees’
Retirement System. In 1959 the Legislature enacted Chapter 2066
amending the Government Code to provide that ‘‘Costs of administra-
tion of the system shall be paid from interest income from the Retire-
ment Fund beginning with the fisecal year 1959-60; provided that the
amount of income so applied in any fiscal year may not exceed ten
hundredths (0.10) of 1 percent of the investments of the Retirement
Fund at book value as of the close of the preceding fiscal year.”’

There is a very basic difference between the State Employees’ Retire-
ment System (SERS) and the State Teachers’ Retirement System
(STRS). The employees’ system is a full reserve system, or funded
system, where the state contributions and the employee contributions
are both set up on an actuarial basis, thus assessing the cost of the re-
tirement program, and paying for it at the time that the employees’
service is rendered. Thus, since the obligation is created pursuant to
expenditures authorized by the Legislature and under a retirement law
controllable by the Legislature, the Legislature sees that revenues are
sufficient in that same year to support the obligations created.

The teachers’ system cannot be said to be on a full reserve basis, as
the state’s contributions to the system are made as liability matures
and not as it accrues. The sum requested from the General Fund to
meet the state’s liability for the 1967-68 fiscal year amounts to $52,-
500,000. Since 1944 the member contributions have been on a full
reserve basis. In addition to the state and member contributions, the
employing school districts contribute an amount equivalent to 3 percent
of the certificated payroll to the fund plus $12 per year for each em-
ployed teacher.

‘We are recommending that the state, the teachers and the employing
school district all share in the cost of the administration of the teachers’
system. We recommend that the share the teachers would pay come
from interest income from the Teachers’ Retirement System. Since the
share of the benefit cost which is paid by the state and school distriets
as the liability matures and not as it accrues, the state and school dis-
trict money that is transferred into the Teachers’ Retirement Fund is
encumbered and not available for investment. It would be necessary
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to appropriate the state’s share of administering the teachers’ system
directly from the General Fund. Depending upon the type of sharing
program adopted, the adoption of our recommendation could produece
savings to the General Fund in the order of $800,000 annually.

We recommend that legislation be reintroduced during the 1967 Gen-
eral Session changing the method of financing administrative costs of
the State Teachers’ Retirement System.

2. We further recommend that the Joint Legislative Retirement Com-
mittee or some other legislative committee study the feasibility of ulti-
mately combining the administrative structure of the state’s two major
retirement systems, the State Employees’ Retirement System and the
State Teachers’ Retirement System. The management study currently
being conducted by a major certified public accounting firm should
provide a foundation for ultimately evaluating the advantages and
disadvantages of such a merger of the two systems.

Basically both systems have exactly the same mission carried out by
comparable programs; that is, the collection and investment of member
contributions and in conjunction with public funds to provide disability
and service retirement allowances. As indicated in our recommenda-
tion on legislation listed above, the major difference between the two
systems is that the employers’ share of the contributions in the State
Employees’ Retirement System is fully funded and in the State Teach-
ers’ Retirement System it is not fully funded.

HIGHER EDUCATION
SCOPE AND FUNCTION

Since 1960 the Master Plan for Higher Education in California has
served as a guideline for the orderly and sound development of the
state’s tripartite system of public higher education. The Donahoe
Higher Education Act of 1960 implemented the recommendations of
the Master Plan by establishing the primary functions of each of the
three segments, the University of California, the California State
Colleges and public junior colleges, and encouraging an economical and
coordinated approach to the needs of higher edueation.

According to provisions of the Donahoe Act, the functions of each
are as follows:

¢, .. the University of California is the primary state supported
academic agency for research.

“The University may provide instruction in the liberal arts and
sciences and in the professions, including the teaching profession.
The University has exclusive jurisdiction in public higher education
over instruction in the professions of law, and over graduate in-
struction in the professions of medicine, dentistry, veterinary medi-
cine and architecture.

¢“The University has the sole authority in public higher education
to award the doctoral degree in all fields of learning, except that it
may agree with the state colleges to award joint doctoral degrees in
selected fields.
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““The primary function of the state colleges is the provision of
instruction for undergraduate students and graduate students,
through the master’s degree, in the liberal arts and sciences, in
applied fields and in the professions, including the teaching pro-
fession. Presently established two-year programs in agriculture are
authorized, but other two-year programs shall be authorized only
when mutually agreed upon by the Trustees of the State College
System and the State Board of Education. The doctoral degree may
be awarded jointly with the University of California, as provided
in Section 22552. Faculty research is authorized to the extent that
it is consistent with the primary function of the state colleges and
the facilities provided for that function.

“‘Public junior colleges shall offer instruction through but not
beyond the 14th grade level, which instruction may include, but
shall not be limited to, programs in one or more of the following
categories: (1) standard collegiate courses for transfer to higher
institutions; (2) vocational and technical fields leading to:employ-
ment; and (3) general or liberal arts courses. Studies in these fields
may lead to the associate in arts or associate in science degree.’’

The University of California is governed by the Regents of the
University of California who, under the terms of Section 9, Article IX
of the Constitution of Ca11f01n1a have full power of orgamzatlon and
government for the University. Currently, the University has nine
campuses and special research facilities such as agricultural field
stations throughout the state. Two medical centers are located in San
Francisco and Lios Angeles and two more are being developed at San
Diego and Davis, in addition to the recently acquired California Col-
lege of Medicine. Opportunities to attend the University are available
to the upper 12% percent of high school graduates or transfer students
from state colleges junior colleges or other institutions of h1gher
education who have satisfactory academic records.

The state colleges are governed by the Trustees of the California
State Colleges, a statutory body established in accordance with the
1960 Master Plan. The Trustees, with a centralized administrative
office under the Chancellor of the California State Colleges, assumed
responsibility for the state eollege system on July 1; 1961. There are
currently 18 state colleges in operation with one more scheduled to
open in the next three to five years. Educational opportunities are
offered in a broad liberal arts curriculum to high school graduates who
are in the upper one-third of their class and to qualified transfers from
other colleges and universities.

The junior colleges are primarily local institutions, created, operated
.and, in the large part, supported locally. Within a very broad area
defined by statewide standards which have been established by statute
and by rule of the State Board of Education, the organization, operation
and policy direction of the junior colleges are vested in local school
boards, accountable to local voters. There are now 76 public junior
colleges in the State of California with 8 more in the process of
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establishment. All graduates of California high schools and adults
over 18 years of age are eligible for admittance to the junior eolleges.

In accordance with the Master Plan, the Coordinating  Counecil for
Higher Eduecation was also established in 1960 by the Donahoe Act to
serve as an advisory body to counsel the governing boards of the three
segments. and appropriate state officials in matters relating to state
financial support, differentiation of function and development of plans
for the orderly growth of public higher education. Three of the 15
members of this body are representatives of the independent colleges
and universities in the state.

The Master Plan for Higher Education in California has been instru-
mental in the establishment of orderly planning and development of
higher education in this state. As it is applied and tested during the
1967 legislative session and the ensuing interim, new methods should
be explored in order to economize by extending or obtaining optimal
benefit from the resources peculiar to each segment. For example, it
should be possible for students of the University of California to re-
ceive greater exposure to the elite research faculty by the increased
use of such agents as television, large lecture classes coordinated with
adult programs, tapes, films and forums in which the state colleges,
junior colleges and general public can benefit from the unique capabil-
ities of this select group. The increasing costs of such limited talent
using conventional facilities makes it essential to share this resource
with all who may benefit,

Also, any evaluation of the Master Plan should be concerned with
the development of programs at the California State Colleges which
will maximize their stated instructional objectives in the areas of
liberal arts, sciences and applied fields rather than merely permit
them to expand into little universities attempting to dupheate areas
reserved for the University of California.

ADMISSION AND ENROLLMENT
. The public junior colleges are required by.statute to admit any high
school graduate. They may also admit any person who is over 18 years
of age. In aceordance with the Master Plan, state college admission
standards are intended fo restrict the ddl’ﬂlSSlOl’l of freshmen to those
who were in the top one-third of their high school class. Transfer stu-

dents must have a 2.0 grade average or better, and a bachelor’s degree

is required for admission to graduate study University admission
standards require freshmen to be in the top one-eighth of their high
school class, and a 2.0 (in some cases 2.4) grade point average is re-
quired for admission to advanced standing. Graduate admission re-
quirements, other than possession of a bachelor’s degree, vary among
the departments of the University.

It has been estimated that approximately 52 percent of California
high school graduates enter college dlrectly from high school. This fig-
ure includes 32 percent who go to junior colleges, 8 percent to the state
colleges, 5 percent.to the University, 5 percent to private institutions
in California and 5 percent to institutions in other states. Some addi-
tional number subsequently enter eollege on a full-time or part-time
basis, but no reliable data are available on such students at present.
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Total average annual enrollment for the University and state col-
leges is shown in Table 1. These enrollment statistics, together with ad-
ditional data as to the distribution of students by level of instruction,
have been the major factor in determining the amount of support and
capital outlay funds which the Legislature is requested to appropriate
each year for instructional programs. The junior colleges do not report
average annual enrollment in terms of full-time equivalents, so it is im-
possible to include them in this table.

Table 1
Actual and Estimated Full-time Equivalent (FTE) Enrollment
Actual Bstimated
1963-64 196465 196566 1966-67 196768
niversity of California..__ 64,001 71,267 73,677 80,227 90,464

jalifornia State Colleges__ 96,831 109,267 117,551 131,125 144,120

Totals . ___ 160,832 180,534 191,228 211,352 234,584

Table 2 indicates full-time and part-time enrollment for the same
period for all three segments.

Table 2
Fall Term Full-time and Part-time Enrollment?
Actual Hstimated

Full-Time : 1963 1964 1965 1966 1967

University of Calif..____ 61,073 67,070 75,743 82,585 91,363

Calif, State Colleges____ 80,188 02,454 98,840 110,203 120,510

Junior Colleges—.________ 128,221 152,401 188,874 198,135 210,160
Part-Time :

University of Calif.__.____ 3,431 4,197 3,694 3,821 4,233

Calif. State Colleges.__.__ 52,920 56,502 56,047 59,959 64,890

Junior Colleges______.___ _ 239,787 258,937 270,526 289,323 306,840
Totals :

University of Calif.______ 64,504 71,267 79,437 86,406 95,588

Calif. State Colleges____ 133,108 148,956 154,887 170,162 185,400

Junior Colleges.._._______ 368,008 411,338 459,400 487,458 517,600

1 Junior college figures are for graded, classes.

Approximately 85 percent of all full-time undergraduate students
in California attend a public institution of higher education. Approxi-
mately 73 percent of all full-time graduate students attend a public
institution. The latest figures on student migration indicate that about
45,000 residents of other states are enrolled in California’s colleges and
universities, of which 26,000 are in public institutions, while some 33,-
000 California residents are enrolled in out-of-state institutions of
higher education. Approximately 95 percent of all students in Cali-
fornia’s public institutions are residents of the state.

At present there is very little reliable data with respect to persist-
ence and attrition among students who go on to some form of higher
education after high school. National studies have suggested that ap-
proximately 50 percent of those who begin college complete four years
of study and that attrition is very heavy in the first two years. For
California it is believed that approximately 50 percent of junior col-
lege freshmen continue on into the second year and that about 30
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percent complete two years. It is estimated that 55 percent of Univer-
sity freshmen and 50 percent of state college freshmen graduate within
five years. These figures are difficult to interpret, however, because
of the tendency of many students to return to college either full-time
or part-time after staying out for a year or more. Also, many junior
college students transfer to a four-year college before completing two
years of study or complete a voeational course which requires less than
two years. Nevertheless, attrition does appear to be a very significant
problem for California’s public institutions and needs detailed study.
In our opinion the recently initiated Coordinating Council study of
the flow of students should examine this problem very thoroughly dur-
ing the next year and report its findings and recomendations to the
Legislature.

EXPENDITURE SUMMARY

Table 3 shows the actual and estimated total and state expenditures
for higher education since 1963-64, in the categories of support, capital
outlay and local assistance. In the summary of the expenditures for
support and capital outlay, comparisons are made of the relationship
of state spending to total spending for higher education and of the re-
lationship of state spending for higher education in relation to total
General Fund expenditures.

-State support for higher education (exclusive of subventions to
junior eolleges) is proposed to be significantly reduced in the budget
year in the areas of support and capital outlay. On the other hand
a normal inerease in state expenditures to reflect enrollment growth
is proposed in the local assistance section for junior colleges. Overall,
state expenditures for support are being reduced 15.9 percent for all
of higher education and 19.8 percent at the University of California.
For capital outlay, state expenditures are being reduced 23.2 percent
for higher education while state expenditures are increasing 11.3 per-
cent for junior colleges in the local assistance sector. The net reduction
in state support for all of hlgher education in all areas is $104,390,000
in 1967-68, from an estimate in the eurremt year of $697,374, OOO to
a proposed total in the Governor’s Budget of $592,984,000.

Table 3

Expenditures for Higher Education?
(State Funds Noted Parenthetically)*

Estimated Proposed

Support 19638-64 196465 1965-66 1966—67 1967-68
Coordinating Council on (000) (000) (000) (000) (000)
Higher Education ______ $299 $387 $435 $635 $623
(299) (329) (353) (491) (469)
University of California? ___ 317,283 359,906 425,393 492,941 469,470
. (159,959) (181,495) (207,465) (243,298) (195,972)
Hastings College of Law?® ___ 588 728 816 1,011 1,022

(826) (400) (480) (666) (635)

1 Trigures not in parenthesis constitute total expenditures. Those in parenthesis signify state expenditures.
2 All expenditures included except those for special federal research projects.

3 Total excludes adjustments for student fees and other reimbursements.

¢ After undetailed 10 percent reductions for 1967—68.
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_ Table 3—Continued

Expenditures for Higher Education?
(State Funds Noted Parenthetically)
Hstimated Proposéd
1963-64 1964-65 1965-66 1966—67 = 1967-68
: (000) (000) (000) (000) (000)
California State Colleges® .- 119,873 143,636 183,692 234,325 - 260,289

. (101,358) (115,594) (186,624) (175,172) (154,246)
Maritime Academy ______.___ 804 737 931 1,021 1,030
) ©(491) (531) (563) (618) (580)
State Scholarship and Loan : i :
Commission _____.______ 2,767 3,702 3,777 + 4,918 5,681
(2,766) (3,702) (3,776) (4,918) (5,5681)
Total Expenditures ______ $441,614 $509,096 ' $615,044 $734,851 §$738,013

Total State Expenditures _ ($265, 194) ($302,051) ($349,261) ($425,163) ($357,483)
State Expenditures as percent
of total expenditures for
higher edueation ____.__._ 60.1 59.3 . 568 = 579 484
Total General Fund expendi-
tures for all purposes ._.$2,064,120 $2,344,841 $2,579,619 $2, 998 946 $2,987,036
State support for higher edu-
cation as percent of total
General. Fund expendi-

tUTES - 128 12.9 185 142 120
Capital Outlay*® : . I
University of California _.__ $74,847 $128,88% $101,756 $123,556 $101,234

-(70,971) (63,753) (59,143) (67,432) (55,246)

California State Colleges ____ 41,921 52,810 29,943 172,943 134,771
‘ (41,921) (52,810) (29,905) (120,437) (75,630)

Junior Colleges __.___ — p— 59,511 23,776 43,640
(—) (—)- (25,800) - (7,957) (19,617)

Maritime Academy —-._______ , 28 17 —_ -.36 8
(28) - (17), _ (36) ~(8)

Total expenditures ____=_- $116,796 -$181,716 $191,210 $320,311 $279,653

Total state expendi-
tures for capital outlay_($112,920)($116,580)($114,938)($195,861) ($150,501)
State expenditures
as a percentage

of total capital outlay____ 96.7% 64.29, 60.1% 61.1% 53.89,
Local Assistance o ‘
Junior college support ._____ $45,367  $58,101 $67,128 $76,000  $85,000
Junior college

capital outlay . ________ 2,785 7,787 - 350 -

Total state expenditures —_  $48,142  $65,838 $67,128 §76,350  $85,000

1 Figures not in parenthesis constitute total expenditures. Those in parenthesis signify state expenditures,

3 joral excludes agustments tor student fes ana other reimoursements,

5 Total figures include bond funds and federal funds. State figures are composed of bond funds and -General
Fund.

FINANCING HIGHER EDUCATION IN CALIFORNIA
Major Sources of Support _
- In Table 4 below we have summarized the funding of ecurrent expend-

itures for higher education in California for the last completed fiscal
year, 1965-66.
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Table 4
Expendltures for Higher Education Current Expenses
by Source of Funds, 1965-66
(In thousands)

Local
State taw Federal Student Total .

University of - support  revenues funds . fees Other® Egpenditures

California ___. $207,465 - $350,763 $36,008 $69,470  $663,706
California State . S

Colleges _____ 136,624 _— 20,984 20,353 5,731 188,692
Junior colleges®. 72450  $127,000 6,500 2,560 2,500 211,010
Other agencies - 5468 _— 295 484 28 6,275

1 Bstimated.
2 Private gifts and grants, endowments, sales and other earnings, ete.

The figure of $663,706,795 shown as total current expendltures for
the University of California includes $238,313,394 in expenditures
for the three large-scale research programs administered by the Uni-
versity for the federal government. With this amount included, state
support of $207,465,445 amounts to only 31 percent of the University’s
total suppoxrt, with 53 percent from federal funds, 5 percent from
student fees and 11 percent from other sources. If the special federal
research funds are excluded, the state share is 49 percent, the federal
share is 26 percent, student fees prov1de 9 percent and other sources
provide 16 percent.

In the case of the state colleges we have added $11,823,821 in re-
ported expenditures of the college research foundations to the figure
of $171,868,619 derived from the Governor’s Budget to arrive at a
total expenditure figure of $183,692,440. This figure does not include
expenditures for those auxiliary activities such as cafeterias and book-
stores which are operated by college foundations as separate enter-
prises. State support amounted to 75 pereent of reported expenditures,
with 11 percent provided from federal funds, 11 percent from student
fees and 3 percent from other sources.

In the absence of complete expendlture reports for all sehool dis-
triets which operated a jumior college in 1965-66, it has been neces-
sary to estimate total junior college current expense and the contribu-
tion from each major sourece. Qur estimate is based largely on a pro-
jection of 1964-65 data. According to this estimate, state support (ap-
portionments, other subventions and state administration) -amounted
to approximately 34 percent of total current expenditures, with 61
percent from county and district tax funds, 8 percent from federal aid,
and 1 percent each from student fees and ‘other miscellaneous sources.

On the basis of the figures shown in Table 4, total state support for
public higher education amounted to approx1mate1y $422 million in
1965-66. All but about $1 million of this was provided from the Gen-
eral Fund, either by direct appropriation or by appropriations to the
State: School Fund for apportionment to junior college districts. Such
higher education expenditures amounted to 16.5 Pereent of all Gen-
eral Fund expenditures for 1965-66.

Expenditures of federal funds amounted to apprommately $378 mil-
11on Of thls amount, $238 mllhon was expended by the University
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under three special federal research projects. Approximately $90 mil-
lion went for other organized research at the University, $12 million
was provided for state college research and special projects, $14 mil-
lion was provided for student aid under the NDEA Student Lioan Pro-
‘gram and the Work-study Program, and the balance was allocated for
many activities of lesser magnitude, most of which are not clearly
designated in the institutional budgets.

STUDENT FEES
Basic Student Fees

As indicated in Table 4, student fees accounted for a relatively
small portion of total current expenditures for public higher educa-
tion in 1965-66. The figure would be considerably smaller if fees for
“‘self-supporting’’ summer sessions and extension programs were elim-
inated, leaving only income from fees charged students attending the
regular instructional programs of the three segments. The reason for
this is that California’s institutions have long been tuition-free for
all students except those enrolled in graduate professional schools and
those classified as nonresidents.

Although all three segments have continued to be ‘‘tuition-free,”’
this has not been interpreted as a prohibition against other appropriate
fees. A distinetion has been made between tuition, defined as a charge
for the direct costs of classroom instruction (primarily faculty sal-
aries), and other fees for materials and services which are auxiliary
or incidental to the instructional program. While tuition has remained
free, the Legislature, the University and the state colleges have acted
to maintain other fees in close relation to the costs which they are
intended to support.

There are two basiec types of fees charged resident students enrolled
in the regular academic session of the University and state colleges.
These are incidental fees and auxiliary service fees. The incidental fee,
or materials and service fee as it is called at the state colleges, is in-
tended to cover the cost of expendable laboratory and other instruec-
tional supplies, student health services, placement services and other
services incidental to the instructional program. Auxiliary service fees
are charged for the use of parking facilities, residence halls and resi-
dence dining facilities and are the means for financing such facilities.

The current levels of these and several other lesser fees are indicated
in Table 5. In several cases it has been necessary to indicate a range
where fee levels vary from ecampus to ecampus.

Table 5
Basic Annual Student Charges, 1966-67
University California Junior
of California State Colleges Colleges

Incidental fee _ $219 $76 -
Nonresident tuition 980 600 $330
Student organization fee 11-30 10-20 —
Student union fee 11-18 2-12 -
Application fee 10 5 —
Auxiliary service fees

Room and board 920 620-880 -

Parking 50 26 -
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The public junior colleges are required by statute to levy a mnon-
resident tuition charge which is equivalent to average annual district
cost per student as determined by the State Board of Education. In
addition the junior colleges may levy fees to cover parking or health
serviees, or both, up to a total of $10 per year. Few junior colleges levy
either fee at present.

University fees are established by the Regents under their broad
powers granted by the Constitution of the State of California, State
college fees are established by the Trustees under the terms of Section
23751 of the Education Code which provides that the Trustees ‘‘may
by rule require all persons to pay fees—=for services, facilities or mate-
rials provided by the trustees to such persons, except that fees relating
to parking shall be subject to the approval of the Director of General
Services.”’ Both segments are also guided by statements as to the pur-
pose and levels of fees in the 1960 Master Plan, as well as by the level
of appropriations provided by the Legislature.

Incidental Fees

The general nature and purpose of the incidental fee has become
fairly well established in recent years but there are important differ-
ences between the University and the state colleges as to the costs
which are covered by this fee.

As shown in Table 6, the state college materials and services fee,
which is now $76 per year, is expected to cover the direct costs of the
student health services, counseling and testing, student activities guid-
ance, housing services and the equivalent of $31.50 per FTE unit of
enrollment for instructional materials.

Table 6
Distribution of State College Materials and Services Fee Income
1967-68
Total Cost per Percent of
. amount student total
Instructional materials $4,326,350 $26 349,
Audiovisual services 227,225 1 1
Student health services. 3,132,973 19 25
Counseling and testing 2,497,358 15 20
Activities and housing 1,023,427 6 8
Placement 1,013,185 6 8
Student loan administration 294,403 2 2
Foreign student advisors. 258,039 1 2
Totals . $12,772,960 $76 1009

The services and activities financed from the University’s incidental
fee are indicated in Table 7. Total estimated income for 1967-68 is
$19,617,172 from this fee.
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: . Table 7

Distribution of University Incidental Fee Income

Cost per Percent
. Student of total

Student health service i : $70.00 329,
Student and alumni placement 7.00 3
Educational placement . 4.00 2
Counseling service 11.00 5
Housing service 4.00 2
Intercollegiate athleties : L 13.00 6
Laboratory costs . : 28.00 13
Recreational activities 9.00 4
Student activities . i 4.00 2
Arts, lectures and cultural programs_ _____ 9.00 4
Reserve for cost increases. : i . 5.00 2
Unallocated and miscellaneous -2.00 1
Capital outlay and debt service. 53.00 24
Total — $219.00 100%

A comparison of tables 6 and 7 makes it quite evident that the Uni-
versity has gone well beyond the state colleges in utilizing the incidental
fee as a source of income to support services and - activities which
could not be supported from state funds under present policy. Particu-
larly notable in this regard are University expenditures for recreational
activities, special cultural programs, intercollegiate athletics, an exten-
sive student health service and capital outlay for related facilities. In
the current year incidental fee income allocated for capital outlay and
debt serviee is to be used to help finance a student-faculty lounge at
Davis, a student health unit at Irvine and at Santa Barbara, a swim-
ming pool, art studio and student publication facilities at Santa Cruz,
swimming and other recreation facilities at San Diego and various
other athletic facilities at several of the campuses.

Tuition »

The 1960 Master Plan for Higher Education stated.that there has
been a ‘‘long established principle that the state colleges and the Uni-
versity of California shall be tuition free to all residents of the state.”’
This statement was nearer to the truth in spirit than in fact. From 1933
to 1953 the state colleges openly charged a small tuition fee under
statutory authorization which dates back to 1862. Such authorization is
still in effect. The University of California charged tuition only during
the initial months of operation in 1869, but a vestigial reference to ‘‘an
admission fee and rate of tuition fixed by the board of regents’ re-
mains in the Education Code. More significantly, both segments allo-
cate a portion of their incidental fee income to the cost of instructional
materials. This cost can be considered to be a part of direet teaching
expense so that the portion of the incidental fee allocated for this pur-
pose might well be deseribed as tuition.

The General Fund revenue problem which now faces the state, and
which stems in some measure from the very rapid rise in expenditures
for higher education in recent years, now makes it appropriate to con-
front the issue openly. The desirability of levying a substantial charge
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for tuition as a means of providing a portlon of the support requ1red
for the University, state colleges and junior colleges must now be given
careful consideration. The budgets of both the University and the state
colleges as submitted to the Legislature make provision for tuition as
a source of support. An amount.of $20 million is budgeted for tuition
income to reéduce General Fund cost for the University, and $18 million
is budgeted for state college tuition. It is not as yet clear, however,
what tuition charges are to be levied to produce these amounts.

Estimated Gross Yield

In order to facilitate consideration of this issue we have estimated the
gross yield which might be expected from uniform annual tuition
charges of from $100 to $500 for the University, state colleges and
junior colleges. We have not attempted to reduce these gross figures
to account for any reduction in enrollment which might result, nor
have we attempted to offset income with an estimate of increases in
student aid which might be necessary to soften the impact. It is clear,
however, that there would be a very significant effect on enrollment
and that a very sizeable increase in student aid would be required if
the charge were to be as high as $500. per year.

On the basis of recent enrollment projections for each segment for
fiscal year 1967-68, we estimate that the gross yield from a tuition
charge of $100 would be approximately $7.9 million for the University,
$15.5 million for the state colleges and as much as $27.4 million for the
public junior colleges. In Table 8 this estimated gross rate of return is
shown for each increment of $100 in tuition up to the level of $500 per

ear.
Y Table 8

Estimated Gross Yield From Varlous Levels of Tuition, 1967-68
(Yield in millions)

$100 $200 $300 $400 $500

University of California —_________ $7.9 $15.7 $23.6 $31.4 $39.3
California State Colleges . _ 155 311 46.6 62.1° .7

Junior Colleges - 274 54.8 82.1 109.5 136.9
'  $508 . $101.6  $1523  $203.0  $253.9

Most, if not all, of the important arguments for and against tuition
have been discussed in detail in reports by the Coordinating Council
for Higher Bducation, the Assembly Committee on Education, the
Legislative Analyst and other agencies. The following paragraphs are
therefore intended only to outline very brieﬁy what appear to us to be
the prineipal arguments on each side of this issue, and our recommen-
dation in relation to the budget proposal.

Arguments for a Tuition Charge

Current state tax revenues are not sufficient to enable the state
to mamtaln its present high educational standards in the fact of rapidly
increasing support costs. The present surge of enrollment growth and
the continued development of new and costly instructional programs
has increased current state support for public higher education from
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about $150 million in 1957-58 to an estimated $496 million in the
current year, an increase of $346 million or 230 percent over the 10-
year period. Current support for higher education, including junior
college support, now claims the equivalent of about 16.8 percent of
General Fund expenditures as compared with 11.9 percent 10 years
ago. Unless substantial new revenues are developed, it will be necessary
either to cut back the existing level of support for higher education and
other competing areas or to ask the students (and their families) to
contribute significantly more toward the costs of their edueation.

The present situation is further aggravated by demands from junior
college officials and those coneerned by the burden of local property
taxes that the state assume a greater share of the cost of supporting
the junior colleges. The cost of taking over the total current cost of
operating the junior colleges would be approximately $170 million for
1967—68. Additional pressure on current resources may result from the
Legislature’s expressed intention to finance a greater portion of higher
education capital outlay from current revenues rather than from bond
proceeds, to the extent that tidelands oil revenues are not sufficient for
this purpose.

2. The existence of a strong public system of higher education is
beneficial to all citizens of the state, but there are also important bene-
fits for individuals who receive a tuition-free education at this level
which have not been taken into account. Several studies have indicated
that the average dollar value of a bachelor’s degree, as compared with
a high school diploma, is between $100,000 and $150,000 in additional
gross lifetime income. With this expectation a student may reason-
ably be required to pay something more toward the cost of his edu-
cation, either currently or after graduation, as his income permits.

3. Regardless of the benefits which may accrue to individuals, there
are a great many students whose families could now pay more toward
the cost of their children’s education with little effort, According to a
recent study of income distribution among California college students,
among those who are supported by their families, about 20 percent of
state college students and 38 percent of University students come from
families with an annual income of $14,000 or greater. Under our present
tax structure neither the students nor their families are required to
make a contribution ecommensurate with their ability to pay. Con-
versely, low-income groups who send a small proportion of their chil-
dren to a state college or the University must pay a disproportionate
share of the cost through state taxes. A similar situation obtains with
respect to the junior colleges because of their heavy dependence upon
the regressive local property tax.

4. The tuition-free policy has not resulted in heavy enrollment in
our colleges by students from low income families. Present subsistence
costs are sufficient to keep such students out of our public institutions
of higher education. This situation could be changed, however, if the
state were to levy a tuition charge and use a substantial portion of the
income to expand present student aid programs. Tuition could result in
greater access to public higher education for low income groups, rather
than less, if it were used to equalize financial ability in this manner.
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Arguments Against Tuition

1. Present student charges represent only a small part of the cost
to a student or his family for attending the University or a state col-
lege. In measuring the ability to pay tuition, the accepted approach is
to measure subsistence costs and fees against family income and the
number of children supported. The minimum average cost for under-
graduates attending the University and living in residence halls has
been estimated at about $1,850 for an academic year. The comparable
figure for state college students is approximately $1,650. It may be
argued that these costs do not differ greatly for nonstudents, but if
this is true then it must also be pointed out that there is the further
cost to the student in the form of income he would have earned had
he not been a student. The current minimum estimate of income fore-
gone for full-time undergraduate students is $3,000.

2. There has been some general improvement in the ability to pay
for higher eduecation, but this has not held true to the same extent for
minority groups, and there remains a substantial portion of the state’s
population with individual and family income well below the level at
which tuition payments could be met without substantial hardship.
According to figures reported by the State Scholarship Commission,
30-35 percent of California families fall below the minimum income
level ($5,500-$6,000) necessary to support one child as a commuter
student at a state college or University campus.

Studies as to the dollar value of higher education to the individual
also show that nonwhite citizens do not, on the average, share in the
benefits nearly to the same extent as do white citizens. If such persons
and groups are not to be excluded from present educational opportun-
ities, any significant tuition charge would have to be offset by a greatly
enlarged scholarship or loan program.

3. It can also be shown that figures as to increased individual earn-
ings for college graduates obsecure important differences in lifetime
earnings within this very broad category. Many college graduates enter
oceupations which are relatively low paying, and many college gradu-
ates within the higher paying occupations are at the low end of the
scale. Henece, it is a mistake to establish a charge based upon a very
broad generalization about subsequent income. It makes more sense
to tax individuals at the time when they actually realize the additional
income and to the extent that they do in faet benefit as individuals.
The measures, such as an enlarged scholarship program or a state-
backed loan program, which would be necessary to avoid creating a
financial obstacle to equal educational opportunity would also add un-
necessarily to the present costs of higher education. )

4. As long as the junior colleges are clearly identified as part of
the public school system, they appear to be prohibited from charging
tuition under Article 9 of the State Constitution. If for this or any
other reason the junior colleges are exempted from a tuition payment
required of University and state college students, it is reasonable to
expect a substantial diversion of lower division enrollment from the
four-year institutions to the junior colleges. Most of the cost of sup-
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porting these students at the tuition-free junior colleges will continue
to be borne by the state through the apportionment system, but the
students will escape any additional charge simply by taking the same
program at a different location.

5. Although there may be important economic benefits to the individ-
ual who obtains a college education, these benefits are shared by all citi-
zens of the state to the extent that it is impossible to separate the indi-
vidual’s gain from that of the state as a whole. Accordingly, higher
education must be seen as a social investment toward which all citizens
of the state should contribute jointly, just as they jointly enjoy the cul-
tural; political and economic benefits from that investment. It is as im-
portant to provide full opportunity to every citizen to seek knowledge
to the extent of his capacity as it is to ensure equal justice before the
laws, high standards of public health and safety and free public schools.
If barriers are erected to limit admissions to those with the ability to
pay, the loss will be shared by all citizens of the state, not simply by
those denied further educational opportunity.

In our opinion these argumenis weigh against the imposition of a
tustion charge at the Universily, state colleges and junior colleges, at
this time, particularly in view of the fact that a very substaniial charge
would be necessary to yield sufficient revenue to have a significant
tmpact on the state’s financial condition. Clearly, California does not
yet assure equal opportunity to all, regardless of financial ability, and
it-would be undesirable to further restrict such opportunity at this
time. Sinee the substantial cost of attending a state college or the
University is already a deterrent to many students, it is essential to
determine accurately what effect the establishment of inereased scholar-
ship funds for needy students may have on overcoming that existing
barrier. It is conceivable that proper distribution of tuition revenues
for that purpose may provide greater opportunity than currently
exists, but the question still remains as to whether such scholarship
funds might not mest appropriately be raised by taxes which are less
regressive than tuition. :

However, should the Legislature -demde to establish a tuition charge,
we believe ‘that such a charge should be uniform for all curricula so
as not to influence a student’s choice of program, and that it should be
uniform for each' instructional level. Any fee for state college and
Univérsity lower division students should also be required for junior
college students. None of the arguments advanced in favor of tuition
supports a differentiation between the University, the state colleges
and the junior colleges. With respect to the manner in which a tuition
charge might be levied, we would recommend that it be a direct charge
which would be payable at registration or, if necessary, in installments
over the year. In.order that the charge not act to deny higher educa-
tion to students of very limited means, we believe that there should
be a very careful review of the existing student aid funds and the need
for additional assistance. Any new sources of studént assistance should
be sufficiently flexible to take into account other sources of funds avail-
able to each student, including federal student -aid, within the general
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policy framework -of maintaining edueatmnal opportunity for those at
the lowest income levels.

The following section dealing with the availability of student aid
funds at the University and the state colleges is intended to assist in
a determination of how much additional aid would be required should
the Leg1s1ature decide to levy a tuition charge.

STUDENT FINANCIAL AID

California has relied upon its extensive system of public higher edu-
cation and its free tuition policy as the means of providing access to
higher education for all high school graduates of the state, regardless
of their financial situation. State supported student aid, of which the
state scholarship program until recently was the only example, has been
justified primarily as a method of enabling the private colleges and
universities to absorb a larger share of the annual number of high
school graduates. Proposals to provide large-scale financial aid pro-
grams for the great majority of students who attend the seemingly low-
cost public institutions have attracted few supporters.

Nevertheless, student aid programs administered by the University -
and the state colleges have grown very substantially in recent years,
largely as a result of several new federal programs, but also as a result
of inereases in funds from other nonstate sources. Inasmuch as there
is no continuing inventory of student aid funds, either by a state agency
or by the systems themselves, we recently requested the University
and the state colleges to gather data from the individual campuses as
to the amounts of scholarship funds and loan funds available from all
sources for the years 1965-66, 1966—67 and 1967—68. The ﬁgures re-
ported by the University and state colleges are summarized in Tables
9 and 10. :

The figures indicate that both systems, and partmularly the Uni-
versity, attract sizeable amounts of student aid funds. In comparison
with a similar survey we made approximately five years ago, there has
been a relatively large increase in each type of aid. The figures for the
three-year period reported here show that this growth is continuing.
The total funds available in scholarships, fellowships, loans, grants-in-
aid and tuition waivers for University students amounted to $196 per
student enrolled in 1965-66, $218 per student in 1966-67 and may
reach $234 per student in 1967-68. The comparable figures for the
state colleges (per full-time student) are $104 for 1965-66, $154 for
1966-67 and $168 for 1967-68, excluding part-time employment. It
should be kept in mind, however, that during the same period the cost
of attending the University of California, as measured by the State
Scholarship and Lioan Commission, has risen from $1,710 to $1,850 per
year for students who reside on campus. The equivalent cost for the
state eolleges generally ranges from $1,600 to $1,700.

It should also be kept in mind that the figures summarized in Tables
9 'and 10 represent a wide variety of types of student aid, from loans
to part-time employment (not shown for the University) to scholarships
and fellowships, and that these different types of aid are not to be
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Table 9

Scholarship and Loan Funds and Recipients
University of California

1965-66
. Number Amount
Grants-in-aid :
Federal funds oo ____ 170 $162,600
University funds _________ 279 89,938
Private funds ____________ 72 13,500
Subtotal ___.___________ 521 $266,038
Tuition waivers —___ . ____ 2,035 $1,642,000
Undergraduate Scholarships :
Endowed funds __________ 953 $439,468
Presidents’ scholarships ___ 121 58,265
Regents’ scholarships ——___ 740 516,561
General scholarship fund__ T2 21,500
Donation funds __________ 612 229,156
Alumni scholarships ______ 335 124,650
Regents’ matching program 45 17,340
State scholarships _______ 245 85,921
Subtotal ______________ 3,123 $1,492,861
Graduate Scholarships and
Fellowships :
Endowed funds __________ 271 $404,177
Regents’ fellowships ______ 85 190,700
Various funds . _______ 279 121,600
Donation funds . _______ 153 336,885
State funded awards _____ 48 66,000
Federal scholarships ______ 1,548 4,096,367
Subtotal ______________ 2,384 $5,215,729
University Administered Loan
Funds:
Endowed funds __________ 4,211 $1,597,844
Donation funds . _____ 383 142,131
Regents’ funds ___________ 807 273,634
NDEA program __________ 6,404 4,402,842
Health professions program 459 473,355
Other 50 42,769
Subtotal . ___________ 12,087 $6,932,575

1966-67
Number Amount
1,843 $919,178
491 141,531
109 21,500
2,443 $1,082,209
1,531 $1,500,380
1,131 $497,645
140 64,505
kel 631,842
32 7,700
557 211,814
471 161,200
79 20,853
230 91,215
3,411 $1,686,094
307 $501,458
121 285,000
123 126,045
164 403,076
40 58,900
1,792 4,302,425
2,547 $5,676,904
4,229 $1,417,044
279 126,500
739 360,040
6,972 4,887,579
651 774,075
48 61,265
12,918 $7,626,508

1967-68
Number Amount
2,932 $1,914,250
802 311,764
80 15,500
3,814 $2,241,514
1,526 $1,495,480
1,159 $538,117
208 108,600
878 764,041
23 13,500
594 212,200
491 177,400
82 27,418
231 91,000
3,670 $1,927,271
355 $515,815
145 347,600
124 122,575
134 347,921
29 55,900
1,902 4,579,083
2,689 $5,968,894
4,411 $1,459,771" -
294 134,250
502 264,200
8,307 5,905,580
749 912,500 -
46 59,460
14,215 $8.735,761
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Table 10

Student Aid Funds
California State Colleges

Estimated
1965-66 1966-67
Number Amount Number Amount
Scholarships and grants
(College funds) —____—__.__ 2,680 $546,722 2,868 $598,210
. Tuition and fee waivers —____ 376 297,258 507 357,697
. Educational opportunity
grants - - 4,527 2,010,478
State scholarships ______.____ 281 27,115 404 40,796
Loans (College funds) __——__ 7,406 542,392 8,576 631,237
NDEA loan program ._...____ 5,692 4,570,240 6,110 4,977,650
Nursing loan program ___.___ 199 106,950 150 85,000
Graduate assistantships —___ 1,492 1,411,285 1,864 1,884,744
‘Work-study program ________ 5,392 2,729,760 8,192 6,405,800
Part-time jobs (Budgeted stu-
dent assistance) ____.____ 2,706 3,459,549 14,279 3,888,357
Totals . __ $13,691,271 $20,879,869

Estimated

1967-68

Number Amount
3,184 $665,255
537 365,024
3,969 2,362,500
414 41,400
9,521 719,164
8,821 - 5,598,600
150 117,650
2,085 2,136,996
7,686 8,221,187
14,575 3,966,058

$24,193,834
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equated solely in terms of the fund amounts The different types of
aid are not fully interchangeable, and it is often the practice to put
together an aid package consisting, for example, of a loan plus a part-
time job, for individual students. It should be remembered that
a large proportion of state college and University students are partially
or wholly self-supporting.

The state colleges report that slightly more than 20 percent of their
students are receiving financial aid of one or more types (many stu-
dents receive an aid ‘‘package’’ made up, for example, of a loan and
a part-time job). The Chancellor’s Office estimates that an additional
$8.5-$9.5 million in scholarship and loan funds would be required if
a tuition of $200 were imposed for state college students. The number
of students requiring aid, according to their estimate, could rise to 40
percent. It is also the opinion of the Chancellor’s Office that the bulk
of any additional aid should be in the form of grants and scholarships.

The University of California reports that according to the campus
financial aids officers there will be some $5,374,000 in bona fide need
for scholarships and fellowships for 1967-68 that cannot now be met.
In order to offset a tuition charge of $400 per year, an additional $16,-
638,000 would be required, according to this report, for a total need of
approximately $22 million. If a tuition of $200 were to be imposed, the
University estimates that a total of about $12.7 million in additional
student aid would be required.

YEAR-ROUND OPERATION

In response to the continuing heavy demand for capital outlay funds
to provide new campuses and to expand existing facilities to house
rapidly growing enrollment, many institutions of higher education
have begun operating year-round in order to accommodate as much en-
rollment growth:as possible within existing facilities. Beeause the prob-
lems in this regard have been as great in California as anywhere else,
we have consistently supported and recommended action to establish
year-round operation for the University, state colleges and junior col-
leges as rapidly as is feasible and economically justifiable.

The development of year-round operations for California’s public
institutions of higher education began with legislative directives to the
state colleges and the University to seek ways to develop greater utili-
zation of their facilities to accommodate the rapid enrollment growth
of the 1950°7. The idea received additional impetus from a 1960 Master
Plan recommendation supporting the full-year use of higher education
facilities and directing the Coordinating Council for Higher Education
to conduct a study to develop a revised academic calendar which would
permit year-round operation. In response to a decision by the Univer-
sity in 1962 to begin planning for year-round operation and in com-
pliance with the Master Plan, the Coordinating Council undertook
such a study during 1963. As a result of its study, the council en-
dorsed the quarter system as the most appropriate calendar system
within which facilities could be used on a year-round basis, and both
the University and the state colleges then adopted it as the basis for
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their planning. This planning again received the general endorsement
of the Legislature with passage of Senate Concurrent Resolution No.
24 at the 1964 Session. ‘

In December, 1963, the Regents of the University of California
authorized a $250,000 study of the necessary curricular and other
educational changes required for year- -round operation and the de-
velopmeént of a time-table for conversion to the quarter system. In July,
1964, the Regents approved a schedule calling for the three new cam-
puses at Santa Cruz, Irvine and San Diego to open on a quarter system
calendar, with all other campuses to convert to the quarter calendar in
1966-67 and one or more campuses (unnamed) to begin year-round
operations with a full summer quarter in 1967.

This schedule has been maintained by the Regents and supported
with necessary planning funds from the Legislature. All campuses of
the University are now operating on a quarter-system calendar. The
Berkeley Campus, which was selected as the first major campus to offer
a full summer quarter, is scheduled to do so- in June 1967. The Los
Angeles Campus is to follow with a summer quarter in 1968. An an-
nounced initial decision to delete state support for these programs from
the 1967-68 budget of the University and to postpone this schedule
for one year has been reversed, and an amount of $3,981,576 for Uni-
versity summer quarter operations is included in the Governor’s
Budget.

The University’s schedule for its other eampuses prov1des for a
summer quarter for Davis and Santa Barbara in 1969, for Riverside,
Irvine and San Diego in 1970, and for Santa Cruz by 1973. Im‘ple-
mentation of this schedule for the newer campuses depends in part
upon the rate of enrollment growth, as it is not economically feasible
to offer a summer guarter until enrollment has reached the point at
which summer term unit costs may be expected to be similar to those
for the other three terms.

The Trustees of the California State Colleges also decided initially
to undertake conversion of all the state colleges to a summer quarter
by 1966-67. This plan was subsequently revised, however, to provide
for conversion to a quarter system and development of a summer
quarter at one or two colleges at a time, on a pilot basis, with a goal
of achieving full year-round operation by 1975. Those colleges, in-
cluding Hayward, San Luis Obispo and Kellogg-Voorhis, which were
already following a quarter calendar, began offering a summer quarter
in 1965 and 1966. The other established colleges are to convert to
the quarter system and offer a summer quarter, one or two at a time
over the next eight years. In most cases the colleges are scheduled to
take both steps within the same year.

The present state college schedule is shown on page 407 of this
analysis. The first large college to convert to the quarter-system and
offer a summer quarter is Los Angeles. That college is to make the
conversion and begin year-round operation in June of this year. A net
amount of $3,051,804 is included in the state college budget for this
purpose.
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Year-round operation is expected to yield very substantial savings to
the state in capital outlay costs. The savings arise from the fact that
with a year-round quarter system some students can complete their
12 (guarter) term undergraduate program within a shorter period of
time, and others can shift their attendance to the summer quarter from
one of the other three terms, so that over a period of several years the
available facilities can serve a significantly larger number of students
than wwould otherwise be possible. The extent to which savings are
realized will depend in large part on the number of students who will
choose to attend the summer quarters, either to accelerate their pro-
grams or in preference to attendance during another term. For this
reason it is very difficult to estimate the probable savings. The Co-
ordinating Council in 1964 estimated that if summer enrollment equals
40 percent of fall term enrollment, the potential capital outlay savings
will be $208.8 million over the 10-year period 1965-1975.

There will also be increased operating expenditures during the next
several years as a result of year-round operation, but it is incorrect to
subtract the total of these expenditures from capital outlay savings to
calculate a ‘‘net saving.”’ Part of the increased cost will be for plan-
ning the conversion to the quarter system. There will also be increased
operating costs which represent a loss in student fee income from those
students who would have attended a self-supporting summer session if
the summer quarter were not available. It may be estimated that some
50 percent of summer session students will elect to enroll instead in a
summer quarter. In addition there will be some increased cost arising
from the increase in unit costs during the first few years before summer
term enrollment is sufficiently large to reduce unit costs to the levels
which prevail for the other terms.

The major portion of the increased expenditure, however, is simply
the cost of instruction for the summer quarter. It is not an added cost
in the 1isual sense because it results in a corresponding increase in out-
put which is measurable in terms of student credit hours. It is cost
which would occur at a later time in the absence of year-round opera-
tion.

In Tables 11 and 12 we show estimated summer quarter enrollment
for fiscal years 1964—65 through 1967-68 and net state expenditures
for identifiable planning and operation over the same period.

Table 11
Summer Quarter Enrollment

Hstimated Hstimated

Term FTE: 1964-65  1965-66 196667 1967-68
California State Colleges . __ 1,617 2,964 5,460 10,815
University of California __________ — - 1,722 10,325

Annual FTE:

California State Colleges _____..____ 539 988 1,820 3,605
University of California __________ _— —_— 574 3,978
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Table 12
Identifiable Expenditures for Quarter System
Conversion and Year-round Operation

Estimated Budgeted.

Planning and Conversion : 196465 1965-66 - 196667 1967-68
California State Colleges ——______ 58,245 117,616 562,510 174,068
University of California _________ 350,000 125,000 _— _—

Operating Expenditures:

California State Colleges ________ 122,979 373,903 1,935,806 4,501,666
University of California _________ — - 718,250 4,132,440

COORDINATING COUNCIL FOR HIGHER EDUCATION
ITEM 87 of the Budget Bill Budget page 217

FOR SUPPORT OF THE COORDINATING COUNCIL FOR
HIGHER EDUCATION FROM THE GENERAL FUND

Amount requested in Budget Bill $453,560
Budget request before identified adjustments____._______ $491,789
Increase to recognize full workload change.__________._._ 12,166
Budget as ‘adjusted for workload change_____._._________ $503,955
Adjustment—undetailed reduction (10 percent)_________ 50,395
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $7,000
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $43,395
Summary of Recommended Reductions Budget
i Amount Page Line
Delete 1.0 fiscal analyst and related expense ___.._______.____ $7,000 220 55

GENERAL PROGRAM STATEMENT

The Coordinating Council for Higher Education was established
under the Donahoe Higher Education Act of 1960 in accordance with
the Master Plan for Higher Eduecation. It is an advisory body intended
to promote voluntary coordination of higher education in California
so as to assure its orderly growth and development.

The council now has 18 members, of which 6 are appointed by the
Governor to represent the publie, 3 represent private colleges and
universities, 3 are appointed by the Regents to represent the Uni-
versity of California, 8 are appointed by the Trustees to represent
the California State Colleges and 3 are appointed by the State
Board of Education to represent the junior colleges. The council se-
lects its own director and staff, which now consists of 22 professional
and 15.7 clerical positions. Additional technical assistance is obtained
from several permanent and ad hoc committees composed of repre-
sentatives of the segments and appropriate state agencies. The council’s
office is in Sacramento.

The Donahoe Act states three ways in which the coordinating coun-
cil is to carry out its advisory functions in serving the Governor, the
Legislature, other state officials and the governing boards of the public
institutions of higher education: (1) it is to review and comment upon
the annual budget requests of the University and state colleges; (2) it
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is to assist in dehneatmg the funections of the Umversﬂ:y, the state
colleges and the junior colleges and to eounsel as to the programs ap-
propriate to each segment; and (3) it is to develop plans for the or-
derly growth of public higher education and to make recommenda-
tions as to the need for and location of new facilities and programs.
In addition, the council has been designated, in some cases by statute
and in others by the Governor, to be the statewide agency responsible
for the planning and administration of state participation in several
federal programs of aid for higher education. Chief among- these is
the Higher Education Facilities Act of 1963 under which the federal
government provides substantial capital outlay aid to the states.

ANALYSIS AND RECOMMENDATIONS

The proposed 1967-68 budget (before the proposed 10 percent cut)
for the council provides for a total expenditure of $638,795, of which
$503,955 is requested from the General Fund and $131,030 is to come
from federal funds. The General Fund share provides for an increase
of $28,121, or 6 percent, over estimated expenditures for the current
year. Federal funds are expected to be reduced by $9,556, or 6.6 per-
cent. In Table 1 below, we compare actual expenditures over the past
three years with projected expenditures, based upon this budget re-

quest, through 1971-72.
: Table 1

Total Expenditures
Coordinating Council for Higher Education

) General Federal Total

Actual Fund funds expenditures

196465 $3814,148 $57,354 $371,502

1965-66 338,512 81,786 420,298
Estimated )

1966-67 475,834 144,396 620,230
Proposed '

1967-68 . 503.955 134,840 . 638,795
Projected )

1968-69 521,000 135,000 656,000

1969-70 553,000 140,000 693,000

1970-71 . 586,000 145,000 731,000

1971-72 - 621,000 151,000 772,000

For budgetary purposes, the council’s responsibilities may be di-
vided into three programs: (1) carrymg out the functions required
under the Donahoe Act; (2) administration of the Higher Education
Facilities Act and Title VI of the Higher Education Act of 1965; and
(3) administration of the Federal Community Services and Continu-
ing Education Programs. Although the state’s contribution to the West-
ern Interstate Commission for Higher Education is included under
the council’s budget in the Governor’s Budget, it is a separate item
in the Budget Bill and is treated as such here.
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Table 2
Proposed Program Administration Expenditures, 1967-68
: General Federal Total
: Fund funds expenditures
1. Donahoe Act activities _____._._____ $470,366 — $470,366
2. Federal facilities and equipment aid
programs — $101,251 101,251
3. Community services programs__—___ 33,589 33,589 67,178
' $503,055 $134,840 $638,795

Donahoe Act Activities

The council’s principal activities in meeting its responsibilities under
the Donahoe Act during 1967-68 will include special studies in the
areas of engineering and agricultural curricula, the ‘“‘flow’’ of students
in higher education, statewide library resources and part-time students,
in addition to its continuing studies of the level of support for higher
education and faculty salaries. During the current year the council has
conducted studies on junior college finance and governance and educa-
tional opportunities for disadvantaged students.

The council’s proposed budget for these activities provides a total of
$470,366, which is $9,532 or 2.1 percent above estimated expenditures
for the current year. This increase is made up of $11,553 in merit salary
adjustments, an increase of $5,358 in operating expense (less $5,300 in
moving expense provided for the current year) and a reduction of
$2,079 in equipment.

On several occasions in the past we have been somewhat critical of
the manner in which the council has met its statutory responsibility to
review and comment upon the budgets of the University of California
and the California State Colleges. This eontinues to be a problem for the
council and an area in which it has been unable to provide the sort of
leadership which appears to be called for by the Master Plan.

In large part the problem is one of timing and authority. When the
council has attempted to review the college and University budgets in
detail before the budgets have been approved by the Trustees and the
Regents, it has been confronted with incomplete and very tentative esti-
mates rather than carefully developed detailed budget proposals. When
it has attempted 4o review the budgets after they have been approved by
the boards, it has found both segments to be unsympathetic toward any
real criticism of their budgets. Moreover, in either case the coumeil
knows that other agencies will make more detailed reviews after it has
completed its work and that its views with regard to expenditure details
receive only limited consideration by those agencies.

The counecil itself is unsuited to the task of making a detailed and
comprehensive review of the college and University budgets. In our
opinion it would be of greater service to the state if it looked instead at
the whole span of planning, programming, budgeting and performance
and chose those areas in which it can complement the activities of other
agencies. For example, the council could be of substantial assistance in
encouraging the development of long-range budget planning and pro-
gramming among the segments. With regard to the annual budgets, the
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council could give more attention to summarizing the general resource
requirements of higher education, together with the necessary funding,
and reviewing the allocation of those resources among the segments.
Rather than attempting to review hastily the college and University
budgets in detail, the council staff could take the initiative in important
areas such as organized research, health education, student and library
resources to provide a more comprehensive and carefully developed
statement of program requirements in each area. At the same time, it
could review new programs broadly in terms of the functions of each
segment, the availability of resources, the adequacy of planning, possi-
ble alternatives and priorities in relation to other mew and continuing
programs.

This approach will require time to develop, but in our opinion the
council will lose little by abandoning its present system in favor of a
more positive, long-range approach to its responsibility to review and
comment upon the general level of support sought for higher education.

Federal Facilities and Equipment Programs

Under Title 1 of the Higher Education Facilities Act of 1963, as
amended, the federal government provides capital outlay funds for pub-
lic and private institutions of higher education on a matching basis and
allocated according to state plans drawn up and administered by a cen-
tral state agency. The Coordinating Council was designated in 1963 as
the state agency responsible for this program. Its specific responsibili-
ties include the receipt and screening of grant applications, preparation
of priority lists for recommended projects and the preparation of any
necessary revisions in the state plan.

In Table 3 we show the amount of federal funds granted to public
and private institutions of higher education in California in 1964-65 and
1965-66 as well as estimated funds for the current and budgeted years.
Although we indicate funds for the budget year at the same level as the
current year, there may be some reduction. The administration budget
as submitted to Congress requests $64 million or 18 percent less than
estimated expenditures for the current year.

Table 3
Actual . Estimated

Junior colleges and 1964-65 1965-66 1966-67 1967-68
technical institutes_.  $3,770,269 $7,762,896 $6,953,420 $6,900,000
Four-year institutions . 19,877,204 39,216,513 38,798,742 38,800,000

Motal oo ___ $2,647473  $46,979,409  $45752162  $45,700,000

For junior colleges and technical institutes the federal share of
project cost is limited to 40 percent or a maximum of $500,000. For
projects submitted by four-year institutions the federal share is limited
to one-third up to a maximum of $1,000,000.

A staff of 7.2 positions has been established to administer this pro-
gram with a budget of $101,251 supported entirely from federal funds
provided for this purpose. The amount budgeted for 1967-68 is only
$1,855 greater than estimated expenditures for the current year.
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This staff has also been assigned responsibility for administration of
a second program, Title VI, Part A, of the Higher Education Act
of 1965. Under this program the federal government provides matching
funds for: (1) the acquisition of laboratory and other special equip-
ment, including audio-visual equipment and materials, and related
minor remodeling and (2) the acquisition of closed circuit 1nstruct10na1
television equipment and minor remodeling.

Program regulations limit institutions to one application per year
and set a maximum for federal funds of $100,000 for the first category
of aid and $50,000 for the second. The minimum matching requirement
is 50-50. The state plan, drawn up by the council staff, provides for the
allocation of this aid on a point basis. California’s allocation for the first
year, 1965-66 was $170,694. Estimated funding for 1965-66 and 1966-
67 is as follows:

1965-66 United States California
Instructional equipment ____.___ $13,500,000 $1,536,250
Closed circwit TV . __ 1,500,000 170,694

196667
Instructional equipment _______ 13,000,000 1,450,104
Closed circuit TV ____ 1,500,000 167,319

Community Services Program

Title I of the Higher Education Act of 1965 established a Commu-
nity Services Program intended to stremgthen the activities and pro-
grams of the colleges and universitiek in assisting local communities to
solve problems related to housing, recreation, poverty, transportation,
health, ete. There is to be a basic allocation of $100,000 to each state
with the balance of the annual appropriation to be allocated aceording
to the population of each state. The matching requirement is for 25
percent state participation with administrative funds to be provided
on the same basis.

A state plan was drawn up by the council staff and approved by
the council in August, 1966. California’s allocation for 1965-66 was
$546,970 which was used to support 13 projects submitted by 12 institu-
;ions. The estimated allocation for 1965-66 is $546,970 and for 1966—67

549,393.

A staff of 4.5 positions has been established to administer this pro-
gram at a total cost of $59,558 for 1967-68. Although this is $442 less
than estimated cost for the current year, the General Fund share is up
from $15,000 for 1966-67 to $29,779 for 1967—68. The reason for the
increase in General Fund cost is a change in the matching relationship
for administrative funds from a 1 to 8 ratio to a 1 to 1 ratio.

The council has found that it will need one less staff position for this
function than was originally budgeted. We therefore recommend a re-
duction of 37,000 in the amount budgeted for this program, the equiva-
lent of 50 percent of the cost of one fiscal analyst position and related
operating expense.
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WESTERN INTERSTATE COMMISSION FOR HIGHER EDUCA'I'ION.
ITEM 88 of the Budget Bill Budget page 220
FOR SUPPORT OF THE WESTERN INTERSTATE : ‘

COMMISSION FOR HIGHER EDUCATION
FROM THE GENERAL FUND ‘

Amount requested $15,000
Estimated to be expended in 1966-67 fiscal year 15,000
Increase - None
TOTAL RECOMMENDED REDUCTION None

GENERAL PROGRAM STATEMENT

The Western Interstate Commission for Higher Education (WICHE)
administers the Western Regional Higher Education Compaect. This
compact was ratified in 1953 with the objective of encouraging greater
cooperation among the western states in those aspects of higher educa-
tion related to medicine, dentistry, veterinary medicine and public
health programs. All 13 western states are members of the compact and
are represented on the commission by three members for each state.
WICHZE’s headquarters and staff are located in Boulder, Colorado.

Since its formation, WICHE has taken on several additional ob-
jectives, including the expansion of training and research within the
region in the areas of mental health, nursing, juvenile delinquency
and education for handicapped children. Generally the commission
seeks to encourage regional cooperation among the states as its prinei-
pal means for achieving these objectives. Much of the commission’s
work consists of conferences, manpower surveys, seminars and publi-
cations in these fields for professional personnel, educators and inter-
ested state officials. In addition, WICHE operates a student exchange
program to encourage students from states without professional schools
of medicine, dentistry or veterinary medicine to attend such schools in
other western states. '

ANALYSIS AND RECOMMENDATIONS

For 1967-68, as for the current year, each member state is required
‘to contribute $15,000 as its share of the cost of the ‘‘core activities’’ of
the commission and for research and development in areas which are
not fully supported from other funds. This accounts for approximately
one-fourth of the commission’s annual income, the balance coming
from various private foundations and institutes and from federal
grants and contracts. In 1965-66 WICHE received $202,500 from mem-
ber states and approximately $683,668 from other sources. For 1967—
68 state contributions will remain unchanged while other income may
be expected to increase to a level of approximately $750,000.

We recommend approval of this item in the amount budgeted.

California receives little direct benefit from WICHE programs and
very probably contributes more in professional services than it receives
from other western states. This small expenditure appears to be justi-
fied, however, as a contribution to regional development in the fields of
medicine, mental health, ete.
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Greater benefit might be obtained if there were better communi-
cation between WICHE and California’s Coordinating Council for
Higher Education. In our opinion the council should be represented
among the three commissioners from this state. At present the three
commissioners represent none of California’s official educational agen-
cies, and as a result there is little or no coordination between WICHE
activities and those of official agencies of this state. The compact pro-
vides that ‘‘the commissioners from each state and territory shall be
appointed by the Governor thereof as provided by law in such state or
territory.’’ Appointment of California’s representatives is provided for
under section 31003 of the Education Code. We believe that this section
should be amended to provide that either the director or the president
of the ecouncil be a representative ex officio. -

) ] UNIVERSITY OF CALIFCRNIA
ITEM 89 of the Budget Bill Budget page 272

FOR SUPPORT OF UNIVERSITY OF CALIFORNIA
FROM THE GENERAL FUND

Amount requested in Budget Bill $195,971,720
Budget request before identified adjustments __________ $242,792,586
Increase to recognize full workload change — . _____ 21,258,655
Budget as adjusted for workload change —____________ 264,051,241
Adjustinent: Less 10 percent undetailed reduction.._____ $—26,448,614%
Less reserves and overhead —21,500,000
Less tuition fees —20,000,000
$—67,948,614%

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ $8,700,122
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $17,748,492

Summary of Recommended Reductions Budget
1. Revenues Amount Page Line
Apply overhead funds as income ___________ .. _____ $7,744,920 246 59

2. Instruction and Departmental Research
Delete 4.5 medical school faculty plus support funds of

San Diego - 155,250 222 20
3. Organized Research
Reduce budget for faculty travel : 18,900 222 20
4. University Extension
Reduce state suport for University Extension________ 781,062 235 67
$8,688,537

GENERAL PROGRAM STATEMENT

In the 1967-68 Governor’s Budget it is proposed the State of Cali-
fornia provide $195,971,720 for support of the current operations
budget of the University of California. The purpose of these funds is
to support the University in the fulfillment of its major functions of
instruction, research and public service as delineated in the Master
Plan for Higher Education in California and achievement of its goal
of academic excellence as outlined in The Academic Plan of the Uni-
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versity of California 1966—67. Throughout this analysis an attempt will
be made to relate these goals to the budget of the University of Cali-
fornia.

Instruction

In compliance with the delineation of functions established in the
master plan the University offers a broadly based curriculum leading
to the baccalaureate degree. In addition, emphasis is placed on instrue-
tion in professional flelds and graduate programs leading to masters
and doctoral degrees.

Institutional workload growth is best indicated by the size (enroll-
ment) and mix (level of instruction) of the student population. The
1967-68 budget is based on an estimated enrollment increase of 9,687
FTE students or 10,129 headecount students. The total number of
FTE students is estimated to be 90,464, a 12 percent increase over the
1966-67 enrollment of 80,777 FTE students. Major increases in enroll-
ments will be in the upper division and the second stage graduate
levels. The following table compares the estimated 196667 and 196768
enrollments by level of instruction.

Table 1
Total FTE Enroliment by Level

Percent

1966-67 196768 Increase
Lower Division 26,693 28,613 7.2
Upper Division 28,248 32,830 16.2

Graduate

1st Stage 18,028 19,662 91
2nd Stage 7,808 9,359 19.9
Total _ 80,774 90,464 12.0

Research

The University of California is the primary state-supported academie
agency for research. State support for two types of research is con-
tained in the Governor’s Budget: organized research and departmental
research.  Organized research is conducted in separately organized
bureaus, institutions and independently financed research projects. The
purpose of state support is to provide core support to initiate research
projects which may attract nonstate funds or to provide research
opportunities in fields that do not normally attract research grants.
Also, state-supported research programs offer employment for students
which provides experience that is a valuable supplement to their aca-
demic eduecation. Departmental research is conducted by the faculty
members of instructional departments for the purpose of enriching
their teaching programs. In the Governor’s Budget, departmental re-
search is categorized as part of the expense of instruction and depart-
mental research.

Public Service

Agricultural Extension, University Extension and other public serv-
ice programs are the major segments of the support budget fulfilling
the public service function of the University. Agricultural Extension
serves the agricultural community of the state through research and
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educational programs and the statewide population through improved
agricultural products. University Extension provides a variety of edu-
cational programs throughout the state which provide opportunities
for adult education and participation in public affairs. Examples of
other public services offered by University campuses are lectures, pro-
grams in art and special conferences.

ANALYSIS AND RECOMMENDATIONS
Expenditures

Summarized in the following table is the proposed budget for the
University of California for the 196768 fiscal year. This budget is
composed of three totals: Total Education and General, Total Support
Budget and Grand Total of All University Funds. The basic costs
necessary to operate the University’s instructional, research and public
service programs are included in this first total. The amount is the
same as that shown in the Governor’s Budget under the same title in
the General Sumary by Function plus the workload figure in the Gen-
eral Summary by Campus. The second total, Total University Support
Budget, adds such self-financing auxiliary services as residence halls,
parking facilities, intercollegiate athletics, campus cafeterias, book-
stores, ete., plus student aid programs. This total is analagous to the
sum of the two schedules mentioned above in the Governor’s Budget.
The last total includes the Total Support Budget plus special research
(i.e., Atomic Energy Commission contracts) and other grants, contracts,
gifts and appropriations received from various public and private
sources which are used to supplement and enrich the University’s pro-
gram.

The accepted definition of workload, as formulated by the Coordinat-
ing Council for Higher Education, is the maintenance of continuing
programs with expected cost increases due to price change and in-
creased unit service, is not applicable to this year’s budget. Workload
includes all budget increases as well as improved programs such as the

Scripps Institution-Marine Life Research program and program de-.

velopment such as Davis School of Medicine. Furthermore, budget in-
creases were requested in two segments in the Governor’s Budget. The
first increase is detailed in the budget in the General Summary by
Function and generally includes increased expenditures financed from
University sources such as increased fee income or program revenues.
Also included is state support for merit increases and promotions. The
second segment of the proposed budget increase is titled General Fund
‘Workload Increase and is not illustrated in detail, but only in a campus
summary. Details of the workload were obtained on the staff level from
the Analyst of the Department of Finance who calculated the work-
load increase. The two segments of the budget increase are incorporated
and presented at the workload increase in this analysis. Those increases
which are improved programs or program development are identified
in the analysis. The following table summarized the 1967-68 budget for
the University of California.
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Table 2
University of California Proposed Budget 1967-68
State
General University
Total Fund funds
1. General administration ..._________. $14,799,043  $12,624,882 $2,174,161
2. Instruction and departmental research 139,386,343 121,198,831 18,137,512
3. Summer sessions 2,457,375 — 2,457,375
4. Teaching hospitals and eclinies___.____ 39,294,053 9,279,307 30,014,746
5. Organized activities—other _________ - 2,679,376 746,942 1,932,434
6. Organized research _______________ 241,635,603 34,283,527 3,347,436
7. Libraries 19,303,424 18,485,527 817,897
8. Agriculture extension ______________ 9,048,826 7,123,554 1,925,272
9. University extension _.._..._________ 15,198,939 969,218 14,294,896
10. Other public serviee ______________ 1,672,108 324,639 1,282,294
11. Maintenance and operation of plant__ 23,868,279 22,223,033 1,645,246
12. Student services 16,764,579 4,560,358 12,204,221
13. Staff benefits 21,255,182 21,204,182 51,000
14. Institutional serviees and general ex- :
pense 7,443,156 5,161,555 2,281,601
15. Provisions for allocation, less budge- )
tary savings 13,628,595 6,083,569 7,549,666
Total Educational and General_ $364,384,881 - $264,269,124 $100,115,757
Auxiliary enterprises —____________ 32,210,591 _ 32,210,591
Student aid 1,378,965 217,017 1,156,948
Subtotal—support budget_________. $397,969,437  $264,486,141 $133,483,296
Less 10 percent reduction in state
support —26,448,61} —26,448,614 .
Subtotal - $371,520,828 $238,037,527 $133,483,296
Less reserves and overhead _________ - —21,500,000 21,500,000
Less tuition fees -— —20,000,000 20,000,000
Total, support budget _________ $371,520,823 $196,537,527 $174,983,296
Sponsored research ________________ 143,145,632 143,145,632
Special federal research projects_____ 238,313,394 __ 238,313,394
—665,807* . —565,807 —100,000
Grand total .. _________ $752,314,042 $195,971,720 $556,442,322

1 Pour separate budget bill items are nof included in the grand total: No. 90, Research in the Conversi f
Sea Water, $301,410; No. 91, Research in Dermatology, $90,000; No. 92, Support for the s&r;pﬁs
Institution of Oceanography, $174,397; and No. 93, Rescarch in Mosquite Control, $100,000.

As indicated in the preceding budget, three adjustments to the Gen-
eral Fund appropriations appear in the Governor’s Budget: (1) less
10 percent reduction, $21,258,655; (2) less University reserves and over-
head, $21,500,000; and (3) less tuition fees, $20,000,000. These adjust-
ments to General Fund appropriations are undetailed and, therefore, no
analysis of these items is presented. Our analysis is of the entire budget
without considering the detail of these deductions. The following table
illustrates the effect of these reductions on the total support budget. The
net adjustment of $46,689,959 is the result of adding the workload in-
crease of $21,258,655 to the total support budget and subtracting the
total undetailed reduction of $67,948,614. The undetailed reductions
effectively reduce the total state support budget by $67,648,614 or 17.1

percent.
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Table 3
Budget Summary—Total Support Budget
1967-68
(In thousands)

1967-68 Support Budget $376,711
Add workload increase +21,259
397,970
Less 10 percent reduction —26,449
. ) 371,521
Less reserves and overhead —21,500
350,021
Less tuition : . : —20,000
Total Support Budget $330,021
Total reduction in 1967-68 Support Budget (17.1%) ___________ 67,949
Subtract workload increase —21,259
Net Adjustment $46,690

Revenues

A summarization of the estimated revenues for the total support
budget for the University follows in Table 4. The 1965-66 actual budget
expendltures provide data for comparison. In this table revenues for
the University’s general fund educational expenditures flow elther to
university general funds or restricted funds.

Table 4

University of California
Comparison of Revenue Sources

1965-66 Percent of 1967-68 Percent of
(ectual) total revenue  (proposed) total revenue
University General Funds :
State appropriations_ $203,835,096 (73.6) $195,971,720 (66.1)

Nonresident tuition —— 6,230,029 8,505,052
Other fees and
tuition __________ . 2,194,456 2,252,446
- Other sources ___—___ 166,004 ’ 1,416,126
Total, General Fund $212,425,585 (N $208,145,344 70.2
Restricted Funds: i
Teaching hospitals..__ $18,214,239 $29,741,356
University extension__ 11,291,254 o 14,111,214
Student non- ) :
incidental fees ____ 12,089,400 18,721,074
Gifts and endowments 3,952,877 4,581,077
United States
appropriations ____ 3,521,555 3,526,258
Summer session fees__ 2,092,957 2,374,837
Other sources ... 4,358,943 5,114,014
State appropriations?* 660,900 719,900
Total,
restricted funds__ $56,182,125 20.3 $78,889,730 26.6

1 Restricted purposes: Sea water conversion, dermatology, Scripps Institute of Oceanography.
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University of California

Comparison of Revenue Sources

1965-66 Percent of
(actual) total revenue
Other funds
used as income ______ $8,361,427 3.0
Total, Education
and General ______ $276,969,137 100.0
Auxiliary enterprise

revenue __——________ $24,764,297

Total revenues for
Support Budget____ $301,733,434
Adjustment to
General Fund:
Appropriations:
Add University re-
serves and overhead —
Add tuition fees____ R
Add 10 percent
reduction —_______ _—
Deduct workload
increase —________ [

Totals, income and

funds available —____ $301,733,434
Add the difference be-

tween net adjustment

figure in Budget Act

and Budget Document._. ———

Grand total, income and
funds available ______ $301,733,434

1967-68
(proposed)

$9,507,303

$296,542,377
$33,347,539

$371,389,916

$21,500,000
20,000,000

26,448,614
— 21,258,655

$376,579,875

$130,907

$376,710,782

Ttem 89

Percent of
total revenue

3.2

100.0

The preceding table indicates the before-mentioned three undetailed
adjustments to General Fund appropriations. Certain facts are appar-
ent concerning the effect of these proposed reductions in the General
Fund support of the University. Reduction from the 1966—67 level of
state support can be illustrated by the following table:

Table 5

Budget Summary—General Fund Support

1966-67—1967-68
(In thousands)

196667 General Fund support

Workload increase

Less 10 percent

314

$240,385
2,842
21,259

$264,486
—26,449

238,037
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Table 5—Continued
Budget Summary—General Fund Support
1966-67—1967-68
(In thousands)

Less reserves and overhead —21,500
216,537

Less tuition —20,000
196768 General Fund support $196,537
Total reduction (18.2 percent) $43,848

1 Includes state support for items 89, 90, 91, 92 and 93 of the Budget Bill.

The proposed 1967-68 General Fund appropriation will be approxi-
mately $43.8 million less than the 1966-67 appropriation. This is an
18.2 percent decrease in the level of state support. However, it must be
noted that the $20 million reduection in state appropriation as a result of
the establishment of a tuition charge is, in effect, a change in funding
for the University. The net reduction in funds available for expenditure
by the University as a result of the proposed deduction and the insti-
tution of a tuition charge would be $23.8 million or 9.9 percent. (Stu-
dent enrollment is estimated to increase by 12 percent or 9,687 FTE
students.)

Overhead Funds From Federal Contracts and Grants

Overhead funds are the federal moneys received by the University
for the reimbursement of indirect costs ineurred in conducting fed-
erally sponsored programs. These funds provide for the administration
costs of the various federal contracts and grants received by the Uni-
versity.

Federal contracts and grants are most commonly used to finance
federally sponsored and assisted research activities by the University.
The latest actual figures on the total amount of federal funds received
by the University are contained in their Report on Activity Financed
from Eztramural Sources, 1964—65 Fiscal Year. This report states that
$24,298,619 was received from federal contracts, $55,279,570 from fed-
eral grants and $235,191,682 for United States Atomic Energy Com-
mission operations at the L.awrence Radiation Liaboratory and the Los
Alamos Scientific Laboratory, and research in medical biology. A simi-
lar report is being prepared for the fiscal year 1965-66 but it not
yet available.

The rate of overhead on federal contracts is negotiated by the Uni-
versity and the federal government. The rate is generally determined
by applying the guidelines promulgated in the Bureau of the Budget’s
publication ‘‘Principals for Determining Costs Applicable to Research
and Development under Grants and Contracts with Educational Insti-
tutions.”’ By utilizing these guidelines an ‘‘on-campus’ and ‘‘off-
campus’’ rate is computed which is a percentage of the salaries and
wages of federal projects. Table 6 shows the rates charged since the
fiscal year 1963-64.
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Table 6
Overhead Rates Charged Since Fiscal Year 1963-64

Composite University-wide : Period of rate applicability
overhead rates, based on July 1, 1964 Jan. 1, 1966 July 1 1966

salaries and wages of to to

federal projects Dec. 31, 1965 June 30, 1966 June 30, 1967

On campus 409% 409%, 429,
Off campus 23 21 21
Special rate for Marine Facilities, San

Diego 14 14 14
Special rate for Navy Biological Lab., (Applicable from July 1,

Berkeley 1965 to June- 30, 1967) i5

Current disposition of government overhead funds is based on a 1963
memorandum of understanding between the University and the State
Department of Finance. In summary, the current agreement allows for
the equal division between the University and the state of overhead
funds on federal contracts and grants. Estimates of the current year’s
overhead are made on or before January 1 of each fiscal year. Ten
percent of this amount is set aside as a contingency for possible over-
estimates. The remaining 90 percent is assigned to the succeeding fiscal
year. The terms of this agreement do not apply to major ARC contract
overhead which is retained by the University. For example, $16,500,000
is estimated by the University to be received in overhead in 1966-67
(refer to Table 7). Ten percent, or $1,650,000, is reserved for contin-
gency. An additional $261,332 is disallowed for contract and grant
expenditures, an indirect cost study and the operation of the Wash-
ington, D.C. office. The remaining amount is divided equally between
the Governor’s Budget and the University. The approximately $7.3
million reserved for the Governor’s Budget plus the balance of the
prior years contingency appears in the 1967—68 Governor’s Budget
under funds used as income: prior years overhead on contracts and
grants (refer to Table 8).
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Table 7

Application of University of California Federal Contract and Grant Overhead Receipte

Application of Overhead Receipts

Finance
disallowed Finance .
contract contract Distribution of balance
Overhead and grant and grant Governor's Retained by Governor’s Retained by
receipts evpenditures administration Budget University Balance Budget University
1963-64 _____ $9,803,511 $4,353 $60,600 $3,949,951 $3,949,951 $1,839,256 $919,628 $919,628
106465 _____ 12,024,089 8,821 50,000 5,389,850 5,389,850 1,185,568 592,784 592,784
1965-66 _____ 14,460,897 7,841 209,130 6,871,682 6,871,682 500,562 250,281 250,281
1966-67
(estimated) 16,500,000 1,650,000 ! 261,332 7,294,334 7,294,334 _ _ —
Other?® ______ —— —-— -119,182 —_— — 119,182 59,591 59,591
Total __. $52,788,497 $1,671,015 $461,280 $28,505,817 $28,505,817 $3,644,568 - - $1,822,284 $1,822,284

1 Reserve for contingency (10 percent) permitted under the terms of & memorandum of understanding between the University of California and the State of California—Department of

Finance, dated March 21, 1863.

2 Over appropriation of prior years for contract and grant administration adjusted in 1965-66.
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Table 8
University of California Federal Contract and Grant Overhead Receipts as Applied to the Governor’s Budget

Appropriated in the Governor's Budget for:

Overhead receipts for: 1964-65 1965-66 196667 1967-68 Total
1962-63 $9,412 — __ __ $9,412
1963-64 3,949,951 $702,070 $217,558 _— 4,869,579
1964-65 - 5,389,850 452,710 $140,074 5,982,634
1965-66 - _— 6,871,652 250,281 7,121,933
1966-67 — - — 7,294,333 7,294,333
Other - o —— 59,591 59,591

Total $3,959,363 6,091,920 $7,541,920 $7,744,279 $25,337,482

1 Qver appropriation for prior years for contract and grant administration adjusted in 1965-66.
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. Table 9 shows the amount of AEC overhead received since ﬁseal
year 1963-64. The 1967-68 amount is still under negotiation with the
Atomic Energy Commission and only one-half of the 1966-67 amount
has been received to date.

Table 9
AEC Contract Overhead
Used to finance Added to:
Disallowed Construction Nuclear E. O.
Fiscal contract of Lawrence Science - Lawrence
year Amount expenditures Hall of Science Fund * Fund
1963-64 ____. $2,450,000 $9,365 - — $2,440,635
1964-65 ____ 2,450,000 9,169 $654,830 $1,617,680 168,321
1965-66 ____ 2,450,000 9,295 — 2,440,705 —
1966-67 ____ 2,450,000 9,500! — 2,440,500 .
196768 ____ 2,450,000 2 9,500! - 2,440,500 _—

tgitnlgtegnder negotiation with U.S. Atomic Energy Commission.
3 Used essentially as loans to finance portion of the University of California building program that are not
state supported.

In accordance with the memorandum of understanding the University
allocates its share of overhead funds for capital outlay, especially for
ineome producing projects, and current operating purposes. Since ARC
overhead is not subject to the agreement, it can be utilized in any man-
ner the University wishes. The overhead funds retained by the Uni-
versity are deposited in three funds: the Opportunity Fund, the Uni-
versity Fund and the Nuclear Science Fund.

The regents established the Opportunity Fund in 1961 from one-half
of the overhead on grants and donations received during 1960-61. As
a result of the agreement negotiated with the Department of Finance
concerning the disposition of contraet and grant overhead, the regents
established the policy which provided for the addition of one-half of
each year’s grant overhead to the Opportunity Fund. The creation of
this fund has provided the regents with funds to conduct an intercam-
pus exchange program, to supplement other funds for student aid and
to finance various cultural and enrichment programs. As of October
22, 1966, the balance of the fund was $12,775,049. Allocations and
reservations from the fund totaling $9,002,611 in 1966—67 include such
varied programs as summer faculty fellowships, education abroad and
the California Magazine.

The principal source of additions to the University Fund since 1963
has been one-half of each year’s contract overhead, exclusive of that
received from the three major AEC contracts. This fund had been used
principally to finance construction of facilities related to self-support-
ing activities by means of advances which are held as investments of
the fund at rates of return set by the regents. There have also been
sizable direct appropriations from this fund, principally to finance
property acquisition. As of October 22, 1966, the balance of the fund
was $11,274,298. Allocations and reservations from this fund totaling
$11,084,132 in 1966-67 include such construction projects as a faculty
club, a Los Angeles laundry and a medical laboratory at Los Angeles.

The Nuclear Science Fund has mainly been derived from overhead
on federal contracts and grants and investment income which has been
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The proposed agreement will not eliminate the activity of the Oppor-
tunity Fund or University funds because they will still be able to main-
tain their present balance and retain yearly income from their invest-
ments. BEstimated investment income from these three funds in 196667
is $2,462,000.

1. GENERAL ADMINISTRATION

Both universitywide and campus administrative responsibilities are
included in the general administration budgetary category. Campus
personnel classified under general administration include budgeting,
accounting and purchasing personnel, architects and engineers, busi-
ness managers, campus development staff, cashiers, personnel employees
and the chancellors and their immediate staffs. Universitywide person-
nel include the president and the principle administrative officers of
the University and their staffs. Expenditures for administrative services
relate both to programs within the support budget (including such
auxiliary enterprises as parking and residence halls) and to sponsored
research not incorporated in the support budget. There is no clear
definition of what proportion of total administration expenditures
relate to support budget programs as opposed to sponsored research or
other nonsupport budget expenditures.

Budget Request
Increase
1966-67 196768 Amount Percent

$13,898,499 $14,779,043 $880,544 6.3

The General Administration budget represents 3.7 percent of the
total support budget. The budget increase is $880,544 or 6.3 percent.
State funds provide for 85.3 percent of general administration costs.

A. Workload

Two additional staff members and related support are to be provided
for from $36,050 in funds from overhead receipts. These personnel will
staff the ongoing universitywide program for indirect cost studies which
is necessary to insure full recovery of overhead from federal contracts
and grants. The Department of Finance proposed workload increase is
based upon the maintenance of the 1966-67 ratio of general administra-
" tion expenditures to total education and general expenditures. The
increase for each campus was determined by maintaining the same ratio
of general administration costs to the campus budget for total educa-
tion and general expenditures minus the cost of staff benefits. The per-
centages of general administration costs to total education and general
expenditures of the total support budget from the 196465 fiscal year
to the 1967-68 fiscal year are as follows: 4.67 percent in 1964-65, 4.67
percent in 1965-66, 4.28 percent in 1966-67 (estimated) and 4.31 per-
cent in 1967-68 (proposed). Of the $880,554 increase, $190,019 is allo-
cated to the universitywide administration and $690,526 to the nine
campuses. No attempt has been made by the Department of Finance
to relate these increases to specific positions. The 6.3-percent increase
in this budget category will provide for increased enrollment, continued
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growth in research activities and the increased complexity of federal
contract and grant requirements and expansion of campus programs.

B. Performance Analysis

Actual expenditures for General Administration in 1965-66 totaled
$12,140,855 or $339,403 higher than the budgeted amount of $11,801,-
452. This amount was a 2.9-percent increase over the budgeted ex-
penditure.

Table 10 shows the relationship of general administration costs to the
total support budget including contract and grant and other funds. We
believe this percentage comparison is a better budgeting standard than
that used by the Department of Finance in the calculation of the
1966—67 workload inerease for general administration. The relationship
of general administration expenditures to the total support budget
plus contracts, grants and other extramural funds reflects the cost of
contract and grant administration which is provided for from support
funds. A variance of less than 0.11 percent is evident between the
budgeted and actual relationships for the entire University.

Table 10

Comparison of the Percentage of General Administration Expenditurés
to the Total Support Budget, 1965-66, 1967-68 *

1965-66 196768

. Budget Actual Proposed

Campus percent percent percent
Berkeley 1.71 1.71 1.69
Davis _ 2.05 212 2.06
Irvine 7.58 7.97 5.16
Los Angeles 1.72 1.78 1.78
Riverside 2.93 3.22 3.10
San Diego 3.30 3.25 2.64
San Francisco __. 1.81 1.75 1.77
Santa Barbara 2.72 2.99 297
Santa Cruz 10.27 10.62 7.01
Universitywide administration ______ .82 .83 .69
California College of Medicine ______ 3.61 5.02 3.64
Entire University —________._______ 2.78 2.88 2.66

1 Includes grants and contracts and other funds.

During 1965-66 the University has eontinued with its decentralization
of administrative functions and authority. The first phase of transfer-
ring personnel from Universitywide offices to the campuses has been
largely accomplished. The second phase of transferring authority from
the regents to the Universitywide and campus administration pro-
ceeded during the 1965-66 fiscal year. In December of 1965 a series of
amendments to the Standing Orders of The Regents was adopted mak-
ing important delegations of administrative authority to the president
that were subsequently redelegated to the chancellors. For example,
over 99 percent of all academic personnel appointments, promotions
and salary adjustments are now approved at the campus level. Campus
authority to reallocate funds according to the need within major cate-
gories of expense was accomplished by delegating to the chanecellors
authority to transfer funds within certain fiscal control points. Campus
authority now extends to the solicitation of approximately 98 percent
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of all grants and contracts. By mid-1966 the major program of de-
centralization approved by the regents was expected to be completed.

C. Recommendations

No reduction in the workload increase is recommended pending
further review. :

The proposed budget is consistent with past performance as indicated
by the ratio of general administration costs to the total education and
general expenditures included in the total support budgets of past
years. The workload increase of 6.5 percent is commensurate with the
estimated enrollment growth of 12 percent.

2. INSTRUCTION AND DEPARTMENTAL RESEARCH

Included in this category are the costs of teaching staff and related
support for the eight general campuses, the Los Angeles Center for
Health Sciences, the San Francisco Medical Center and the California
College of Medicine. This budget category is directly related to the pri-
mary funection of the University—student instruction. '

Budget Request
Increase
1966—67 1967-68 Amount Percent
$129,830,697 $139,336,343 $9,505,646 7.3

The Instruection and Department Research Budget represents 35.1
percent of the total support budget. Approximately 87.0 percent of the
total budget for .this category comes from state funds. The proposed
workload increase is 7.3 percent or $9,505,646.

A. Workload

The proposed workload increase is designed to maintain the current
quality of education for the annual increase in enrollment. Based on
the assumption that, among other things, the quality of instruction is
a result of student-faculty interaction, the determination of the amount
of workload increase is calculated by applying student-faculty ratios to
the inerement in enrollment to obtain the number of new faculty posi-
tions. Recognizing the different amounts of faculty time and effort re-
quired for instruction at various levels, the University has instituted
a system of student weights for budgeting purposes. The weights per
level of instruction are 1.0 for lower division; 1.5 for upper division;
2.5 for professional schools, masters students and first doctorals; and
3.5 for second stage doctorals. After the full time equivalency of the
headcount enrollment is determined, student weights are applied to the
increment of FTE students by level. Then the weighted student-faculty
ratio of 28:1 is applied to the total number of new weighted students
to determine the number of new FTE faculty positions. Exceptions to
this method are made for the new campuses where it is felt lower
student-faculty ratios are needed. In fact, the Berkeley campus is the
only campus which has reached the 28:1 goal. Each new faculty position
is budgeted support funds to provide for clerical help, readers, labora-
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tory assistants, equipment and other instructional related costs. Table 11
illustrates the support funds for each ecampus.

Table 11
Support Funds per FTE Faculty by Campus
Supporting funds
Campus 1967-68
Berkeley $5,338
Davis 5,297
Los Angeles 5,314
Riverside .____. —— 4554
San Diego _ 7,269
Santa Cruz 5,594
Santa Barbara 3,631
Irvine 6,794
San Francisco - 9,721
Los Angeles, Medical -~ 8,645

Also included in the total cost of instruction and departmental re-
search is the salaries of teaching assistants. TA’s are employed to
perform three instructional tasks: conduct discussion sections of large
courses, conduct laboratory sections and teach small sections of begin-
ning foreign language courses. The number of TA’s contained in the
Governor’s Budget is determined by the application of a teaching assist-
ant ratio of 1:42.2 to the undergraduate FTE students on each campus.
This means that there is one TA for every 44.2 FTE undergraduate
students. ' -

Table 12 is a breakdown of the workload increase among the six
general campuses, the two new campuses, medicine and veterinary
medicine and other.

Table 12
Instruction and Departmental Research Workload Increases, 1967-68
1. Six general campuses e - $4,817,933
2. Two new campuses —— 1,092,558
3. Medicine and Veterinary Medicine - 3,600,115
4. Other . . —10,960
Total ——— $9,505,646

1. Six General Campuses

For the six general campuses the estimated average annual full-time
equivalent enrollment increase is 4,609 students. Applying the 28:1
weighted student faculty ratio with consideration for the degree of ma-
turity of the individual campus produces 270 new FTE faculty posi-
tions. In addition, academic support funds averaging $5,234 per new
position are proposed. A total of 83.5 FTE teaching assistant positions
is proposed. Student-faculty ratios for the six general campuses are
shown in Table 13. An additional $162,513 increase is related to labora-
tory costs, which are supported by the incidental fee. The rate is calcu-
lated on the basis of $27 per student.
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Table 13
Student-Faculty Ratios

1967-68
Campus Weighted Unweighted
Berkeley _ 28.13 14.76
Davis?* 25.73 15.96
UCLA® __ . 2773 15.87
Riverside 21.87 12.84
San’ Diego 2 21.27 11.40
Santa Barbara _ 23.07 16.10

1 Excludes veterinary medicine.
% Excludes medical centers.

2. Two New Campuses

The estimated full-time equivalent enrollment increase for the new
campuses, Irvine and Santa Cruz, is 995 students. Enrollment at Santa
Cruz will inerease by 550 students or 40 percent, necessitating 27 new
FTE faculty. At Irvine enrollment will grow by 19.5 percent or 405
students, producing 24 new faculty positions. Twelve TA’s will be
added at Irvine and 15 at Santa Cruz. Support funds at Irvine will be
$6,638, while at Santa Cruz they will be $5,594. Because these are new
campuses, student—faculty ratios are low. At Irvine the weighted ratio
will increase from 10.13 in 1966—67 to 16.17 in 1967—68, while the un-
weighted ratio will inerease from 10.3 to 10.84. On the Santa Cruz
campus the weighted student—faculty ratio will increase from 12.89 in
196667 to 14.74 in 1967—68, the unweighted ratio will change from
11.00 to 12.00.

3. Medical Schools and Veterinary Medicine

Proposed new academic positions and estimated enrollment increases
. are.cummarized in Table 14. A total increase of $3,606,115 is requested
to accommodate this growth in enrollment. The increase includes fac-
ulty positions and related support funds. Increases for the Medical
Schools at San Diego and Davis are part of the program development
of these two facilities rather than actual workload.

Table 14

Health Sciences—Summary of Enroliment Increases
to New Workload Positions

1967-68
Number of
new faculty FTH enrollinent increases
Campus proposed Number Percent
Los Angeles Center of Health Sciences
Dentistry N 15 64 37.6
Medicine — 17 58 5.1
Public health 3 52 20.3
Nursing - - 74 46.5
San Francisco Medical Center
. Medicine 10 50 4.3
Pharmacy 2 24 6.6
Dentistry _— — _
Nursing 3 20 5.4
Davis
Veterinary medicine 5 : 23 8.5
Medicine . 225 76 —
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Table 14—Continued

Health Sciences—Summary of Enrollment Increases
to New Workload Positions

1967-68
Number of
new faculty  FTE enrollment increases
Campus proposed Number Percent
San Diego
Medicine . 3525 246 __
California College of Medicine__________ . —6 __
Total increases 112,75 681 13.7

For the Lios Angeles Center for the Health Sciences, the projected
increase of 248 students to a total of 1,972 FTE consists of 64 addi-
tional students in dentistry, 58 in medicine, 74 in nursing, and 52 in
public health over the 1966-67 budget estimates. The Dental School
will teach its first fourth-ycar class of 28 students. The size of the first-
year class of the School of Medicine will inerease from 82 to 128.

At the San Francisco Medical Center expansion of the fourth year
of the M.D. curriculum will inerease from 100 to 128 students. Enroll-
ment in the School of Pharmacy will increase by 24 students. The num-
ber of students in the School of Nursing will increase by 20. Total
enrollment at San Franciseo will reach 2,350 FTE students.

The request for the School of Medicine at Davis includes an addition
of 22.5 FTE faculty to provide detailed curriculum planning, prepara-
tory to the enrollment of the first-year class in the fall of 1968 and
supervision for an estimated 76 interns and residents at the Sacramento
County Hospital during 1967-68. The School of Veterinary Medicine
third-year class size will expand from 52 to 72.

On the San Diego campus there will be an increase of 246 medical
students composed of 145 graduate academic students and 101 interns
and residents at the San Diego County University Hospital. This
growth necessitates the addition of 35.25 FTHE faculty and their re-
lated support funds. The first-year class of medical students will be
taken in the fall of 1968.

Estimated enrollment at the California College of Medicine will total
709 students for 196768 as compared with 715 in 1966—67. The work-
load increase is actually a request for a change in funding to replace
funds formerly provided by the Rockefeller Foundation, Common-
wealth Fund and other gifts and donations. The University is presently
engaged in a study to determine development and possible relocation
of the college.

B. Performance Analysis

In 1965-66 the actual expenditures of $106,342,336 for Instruection
and Departmental Research was $5,205,222 less than the revised budget
amount of $111,547,558. Instruction and Departmental expenditures
represent 35.24 percent of the total support budget.

A total of 16,276 degrees were granted during 1965-66, approxi-
mately a 10 percent increase over 1964-65. Table 15 compares degrees
granted during the last two actual years. Particularly noteworthy is
the 18-percent, increase in master’s degrees granted during this year.
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Table 15
Degrees Conferred, 1964-65 and 1965-66

___Inoreass

Type of degree 196465 1965-66 Number  Percent
Bachelor __ 9,788 10,415 627 6.4
Master - 3,611 4,284 673 18.6
Doctor 1,405 1,568 163 11.6
Total _ 14,804 16,267 1463 9.9

Enrollment was overestimated by 942 FTE students in 1965-66.
Actual enrollment totaled 73,677, whereas the budget was based on an
estimated 74,619 FTE students. This overestimate accounts for the fact
that less was expended for Instruction and Departmental Research than
was budgeted. The percentage variance among the instructional levels
was less than 2 percent despite the overestimate in student enrollment.

Table 16
Total FTE Enrollment
Comparison of Budget Estimates to Actual, 1965-66

Enrollment Percent of total
Budget Actual Budget Actual
Lower division 26,592 25,077 35.63 34.05
Upper division 23,436 25,041 31.42 33.98
Graduate _ 24,591 23,559 32.95 31.97
Total 74,619 73,677  100.00 10000

Actual student-faculty ratios were generally lower than budget esti-
mates because of the overestimated enrollment. Table 17 compares the
budget estimates to actual student faculty ratios. ,

Table 17
Comparison of Student-faculty FTE Budget Estimate to Actual
1965-66
Unweighted Weighted
Campus Budgeted Actual Budgeted Actual

Berkeley _ 15.04 14.76 28.59 28.20
Davis 15.28 1427 . 23.08 22.12
Los Angeles 15.88 15.52 27.54 26.97 |
Riverside 12.90 12.35 19.94 20.09
San Diego 9.58 10.07 16.77 18.69
Santa Barbara 15.24 14.65 20.20 19.86
Los Angeles Center for the Health

Sciences - 5.00 5.21 not applicable
San Francisco Medical Center __.______ 6.01 5.96 not applicable

Bach faculty position is budgeted for an amount of support funds
to provide for clerical help, readers, laboratory assistants, equipment
and other instructional costs. The following table compares budget to
actual averages for support funds. The disparity between these figures
can be explained by the additional allocations for equipment and faecil-
ities made at Berkeley, Los Angeles, Santa Barbara, San Diego and
Santa Cruz. At Berkeley additional funds were also allocated to pro-
vide instruction in the use of computers. Increased activity accounted
for a portion of the difference at San Diego and Irvine, primarily in the
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supplies expense budgets where additional allocations were made to
meet higher than budgeted enrollments.

Table 18
Average Support per FTE Academic Position

1965-66

Campus Budget Actual
Berkeley $5,137 $5,340
Davis : 5,139 5,127
Irvine 6,928 7419
U.C.L.A. 5,177 5,312
Riverside ) 4,302 4,177
San Diego 7,134 8,557
Santa Barbara 3,260 4,063
Santa Cruz 5577 6,989

Comparison between budgeted and actual enrollment at the Univer-
sity of California Medical Schools and Centers is illustrated in Table
19. The greatest difference occurs in nursing enrollments. The increase
over the budgeted number at both the San Francisco and Los Angeles
campuses totaled an additional 42 students. Decreases in the other
curriculums allowed for a less than 1 percent variance between the

budgeted and actual figures.
Table 19

University of California Medical Schools and Centers
Comparison of Budgeted to Actual FTE Enrollment, 1965-66

San Francisco Los Angeles
Budgeted Actual Budgeted  Actual
Medicine . _______ 1,108 1,081 1,051 1,035
‘Dentistry . ___ 366 361 (6 58
Nursing ——e——e o __ 366 384 170 194
Pharmaey . _________ 364 360 _— —
Public Health _________ —— — 249 268
Totals . __________ 2,204 2,186 1,545 1,555

Table 20 indicates that average cost per student for 1965-66 at the
San Francisco Medical Center has increased $361 over the 196465
figure, but is estimated to decrease to $4,470 in the 1967-68 budget
year. The average cost per student for 1965-66 has decreased at
Los Angeles over the 196465 actual. It is estimated to decrease further

in 1967—-68 to $4,396.
Table 20

Average Cost per Student 1964-65 through 1967-68

196)-65  1965-66  1966-67  1967-68
(Actual) (Actual) (Est.) (Est.)

San Francisco Medical Center__ $4,478 $4,839 $4,504 $4,470
Los Angeles Center for Health .
Sciences 6,499 5,741 4,599 . 4,396

Table 21 indicates that the student-faculty ratios for the two medical
schools at San Francisco and Los Angeles have remained virtually con-
stant from the 1965-66 actual to the 1967-68 estimate. The very low
ratios can be attributed to the close supervision necessary in medical
instruction.
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Table 21
Student—Faculty Ratios

1965-66 196667 1967-68
(Actual) (Budgeted) (EHst.)

San F'rancisco Medical Center____._ .. __ 5.96 5.83 5.84
Los Amngeles Center for Health Seciences___ 521 5.45 5.62

C. Recommendations

We recommend the deletion of $155,250 from the proposed instruc-
tion and departmental budget.

This recommendation is a proposed reduction in budget for the San
Diego School of Medicine by deleting 4.6 FTE clinical positions that
would have been needed to instruct and supervise 101 interns and
residents rather than 82. We justify our recommendation on the basis
of the San Diego Medical School fiscal plan, which projected 82 interns
and residents for 1967-68 and the very low bed-occupancy percentage at
the San Diego County University Hospital.

In response to a request by the Joint Legislative Budget Committee
the University submitted a fiscal plan for the San Diego Medical School
on January 6, 1966. This plan projects medical school enrollments for
interns and residents at 82 for 1967—68. The budget request for 1967
68 seeks support for 101 interns and residents rather than the projected
82. Viewing the fiscal situation of the 1967-68 budget year, we feel
that there is no justification for the San Diego Medical School to exceed
its planned growth.

Additional justification for our recommendation is the extremely low
occupancy of the S8an Diego County University Hospital. Table 26
shows that the percent of bed occupaney is only 56.0 at San Diego
while at San Francisco and Los Angeles it is 82.2 percent and 85.0
percent, respectively. The low bed occupancy at San Diego is indicative
of the effect of the new medical care programs on the operation of
this former county hospital. Indigent patients that formerly relied on
the hospital for free medical care now have the option of receiving care
in private hospitals. It seems doubtful whether there will be adequate
teaching subjects available for instructional purposes for 101 clinical
students. It should also be noted that there seems to be some difficulty
in hiring academic personnel. Despite an academic authorization of 32
FTE faculty, only 17 FTE positions were filled by July 1, 1966.

We recommend that the University of California prepare a fiscal
plan for the development of the new medical school at Davis, with cost
projections through the date of its planned steady state enrollment, to
be submatted to the Joint Legislative Budget Commditice by November
1, 1967.

’Preparation of a long-range fiscal plan is now feasible because of
the progress that has been achieved in preparing for the first-year class
in the fall of 1968 plus supervision in the training of 54 interns at the
Sacramento County Hospital. A fiscal plan will help the Legislature
anticipate the need for additional state funds and indicate the planned
growth of this medical school.
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D. Special Legislative Reports

1. Budgetary Limitation on the Duration of Graduate Study

During the 1966 session the Joint Legislative Budget Committee
recommended that the University of California study ‘‘the length of
time it takes graduate students to obtain their advanced degrees and
recommend maximum time periods beyond which student weights will
either decrease or be eliminated for budgeting purposes.’’

In response to the eommittee’s request, the University prepared a
report utilizing data from the National Academy of Sciences which
shows the total elapsed time from the bachelor to the doctoral degree
for a selected group of institutions from different regions. This material
was presented in two charts showing the mean and median figures for
10 academic subject fields for the years 1920 to 1965 and 1961 to 1965.

These charts reveal that there has not been a significant lengthening
of the time required to obtain a graduate degree at the University in
recent years. Also indicated is the fact that students in natural and
physical sciences and other technical fields complete their degrees sooner
than students in social sciences and humanities. For example, it takes
an average of 5.9 years to obtain a doctorate in chemistry, whereas it
takes 10.1 years to obtain a doctorate in the social sciences. Relative
brief duration records at ‘‘selected eastern’’ universities are related
to the high abilities of their student bodies.

The University is planning to implement a budgetary limitation to
control the duration of graduate study in form of an administrative
regulation which will be similar to the following:

A. Graduate . Professional and Masters. A graduate professional
and/or master’s student may be counted for budgetary purposes for no
more than four semesters or sixz quarters of full-time work.®

B. Doctoral. A doctoral student doing all of his graduate work at
the University may be counted for budgetary purposes for not more
than 12 semesters or 18 quarters of full-time work, including the time
devoted to a master’s degree if such a degree was earned at the Univer-
sity prior to entering the doctoral program.

Students entering the University with a master’s degree from an-
other institution or with 20 semester units of work in graduate stand-
ing from another institution may be counted for budgetary purposes
as a doctoral student for not more than 10 semesters or 15 quarters of
full-time work.

The report notes that such regulation will be implemented after ad-
ditional consultation and planning to determine the precise time limits
and the effect of such a regulation on the duration as well as the
quality of graduate education.

Recommendations
We recommend that the University continue with the development
of & budgetary limitation on the duration of graduate study.

1This limitation is not intended to apply to professional currieula involving a highly structured sequence of
courses which are planned to continue for more than four semesters or six quarters, e.g., law, medicine.
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We also encourage the University to review its academic require-
ments for the doctoral degree in hope of lessening the time required
to-obtain the degree without deterring the quality of the graduate’s
education.

As part of UCLA’s preparation for conversion to the quarter system
a study was conducted of the duration of graduate study leading to
almost 2,000 doctoral degrees awarded in 44 programs during the past
decade from 1956 to 1966. From this report it is first noted that the
period from graduate admission to advancement to candidacy amounted
to 3.5 academic years in the letters and sciences. Secondly, the disserta-
tion period, from advancement to degree awarded, amounted to 4.5
years in the humanities and social sciences and 1 year in the life and
physical sciences. Thirdly, the total period from admission to degree
award comprised 5 academic years in the humanities and social sci-
ences and 4.5 years in the life and physical sciences. However, total
elapsed calendar years between graduate admission and degree award
ranged from 5 years in the life sciences through 5.5 years in the physi-
cal sciences, to 6 in the social sciences and 7 in thie humanities.

‘The implications from these findings is that the prolongation of total
elapsed time from graduate admission to award of degree is largely
a result of interrupted registration rather than excessive requirements
or particular difficulty in mastering the fields themselves. These find-
ings also show that it takes less total elapsed time to obtain a doctorate
degree at UCLA for the above-mentioned fields than it does nation-
wide as indicated by the data from the National Academy of Sciences
utilized by the University in their report to the Legislature.

2. Waivers of Nonresident Tuition
In the minutes of Senate Finance and Assembly Ways and Means

Committees, it was recommended that University policies relating to
the waiving of nonresident tuition be studied and a report containing
a recommended basis for requesting an appropriate level of state funds
for 1967—68 be submitted by the University of California to the De-
partment of Finance and the Joint Legislative Budget Committee by
November 1, 1966.

- This report was received by the Joint Legislative Budget Committee
as directed. It discusses the special categories of students who have
been affected by the reduction of nonresident tuition waivers and
recommends a new basis for requesting an appropriate level of state
support.

Nonresident tuition waivers are granted to graduate students with
a record of ‘‘distinguished scholarship.’’ Special consideration is given
to graduate students holding teaching assistantships, teaching fellow-
ships or university fellowships in awarding nonresident tuition waivers
under the jurisdiction of a graduate council. A small number of
waivers are given to undergraduate students under special tuition
programs.

In the 1966 fall quarter, 93.5 percent of the tuition waivers were
for graduate students. The special categories and the percent of total

waivers for each category are shown in Table 22.
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Table 22
Special Categories of Graduate Waivers
Fall 1966
Percent of total

Graduate waiver Number assigned waivers -
Teaching assistants and teaching fellows______ 792 514
Distinguished scholarship

Foreign students — 374 24.3

Domestic students 98 6.4
University of California scholarship and fellow-

ship holders _. - 122 79.
Other —_—— - 55 3.6
1,441 93.5

In the 1966 fall quarter only 6.5 percent of all nonresident tuition
waivers were allotted to undergraduates. The special categories and
the percent of total waivers for each category are shown in Table 23.

Table 23
Special Categories of Undergraduate Waivers
Percent of total

Undergraduate waiver Number assigned waivers
Faculty dependents —— 12 0.8
Foreign students—special tuition program__..__ 48 3.1
Foreign students—education abroad program-- 12 0.8
Other __________ U 29 1.9

101 6.5

Total assigned graduate and undergraduate
waivers m 1,542 100.0

Current policy enables approximately 15 percent of the total non-
resident student population to receive nonresident tuition waivers. In
the fall of 1966 the number of waivers was 1,542 whereas in the fall
of 1965 the comparable number was 2,386. Former policy provided for
25 percent of nonresident students to receive waivers and is the basis
for the total number of waivers granted in 1965. The major impact of
this reduction occurred in the categories of teaching assistants and
other foreign and domestic nonresident students who qualified for
waivers on grounds of distinguished scholarship.

In its report the University concludes that ‘‘The large reductions in
the number of waivers available for high-quality graduate students
affects the University adversely in three ways: -

(1) Recruiting of out-of-state teaching assistants is hampered, and

the University’s choice from the best candidates is narrowed.

(2) The University may be failing to attract 400 or more excellent
foreign graduate students each year. This trend can be expected
to kring about a marked change in the University’s influence on
foreign students and foreign centers of learning.

(8) Tre State of California may be losing hundreds of top-quality
potential graduate students from other parts of the United
States—many of whom would remain in California and add to
the quality and skill of its citizenry. '
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(4) The national and international character of the University is to
some extent impaired by the effects noted in (1)-(3).”’

The University makes the following recommendations:

1. Limitations on the percent of nonresident tuition ‘waivers to be
granted should be eliminated entirely.

2. If the above suggestion is not adopted, then limitations on the
number of waivers to be allotted to teaching assistants and fellows
and foreign students of distinguished scholarship should be eliminated.

3. Waivers of tuition for nonresident domestic graduate students of
distinguished scholarship execluding teaching assistants and fellows
should be limited to 5 percent of the nonresident student enrollment.

4. The several special categories of tuition waivers for graduates and
undergraduates should be treated separately from the others, because
the numbers are limited.

5. The University will give asurances that the awarding of waivers is
in aceordance with reasonable and carefully eontrolled policy.

Recommendations

We recommend that the present policy of awarding nonresident tusi-
tion watvers to 15 percent of the nonresident students be continued.

A Master Plan for Higher Education in California 1960-1975 affirms
that the state colleges and the University of California should be
““tuition free’’ to all residents of the state. To provide for the educa-
tion of nonresidents is beyond the basic intent of the master plan. The
benefits of doing so must be carefully weighed against the increased
tax burden.

The practice of waiving tuition for nonresident §udents increases
the amount of state appropriation necessary for support of the Univer-
sity. Potential revenue lost to the General Fund of the University be-
cause of the waiving of tuition for 15 percent of the total nonresident
student population will total $1,505,835. This figure is derived by mul-
tiplying 1,535 (15 percent of nonresident students) by $981 (nonresi-
dent tuition fee in 1966-67). Theoretically, the request for state ap-
propriations is $1,505,835 higher because of this loss in nonresident
revenue. If the present limitation is removed it is safe to assume that
the University will adopt policies returning them to at least the 25
percent level. Waiving tuition for 25 percent of nonresident students
will cause a potential loss to the general fund of the University of
$2,5609,398 and, therefore, increase its request for state appropriations
by that amount. This figure is computed by multiplying 2,558 (25 per-
cent of the nonresident students) by $981. This would be an excessive
amount in view of the present demands upon state revenue.

Enrollment estimates for the current year of 1966-67 have been
reduced from 80,777 to 80,277 FTE students for the nine campuses,
reflecting the fall 1966 enrollment experience. Estimated graduate
enrollment was 27,884 as compared to 27,197 FTE actual enrollments.
This reduction of 687 FTE graduate students can be attributed to a
number of causes. It is probable that some graduate students admitted
to the University elected not to attend because they did not receive a
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tuition waiver but exact evidence was not submitted. The increasing
difficulty in obtaining education deferments from the local selective
service boards may aceount for a large portion of this decrease in
graduate students.

It should be noted that a nonresident graduate student who is over
22 can become a resident of California by living in this state for a
year and declaring his residency. In this manner, a nonresident grad-
uate student would have to pay for tuition only one year and then
would become eligible for the same tuition-free education enjoyed by
other California students. Once the student has established his resi-
dency he has more reason to remain in the state and also become a
taxpayer who partially supports his own education. Although it is clear
that this is a common practice there is no statistical data to confirm it.

The international character of the University is not a goal explicitly
expressed in the master plan and, although desirable, is in excess of the
basic needs of the University.

3. SUMMER SESSIONS

Summer sessions will be operated on the Davis, Los Angeles, River-
side, San Francisco and Santa Barbara campuses in 1967-68. T'wo ses-
sions will be offered at the Davis, San Francisco and Santa Barbara
campuses. This budget category containg all the expenditures associated
with these summer instructional programs. Summer sessions implement
the recommendation of the Master Plan that every public higher edu-
cation institution that is able offer academic programs in the summer
months in order to permit fuller use of the state’s higher eduecation
physical facilities. This budget category contains all the expenditures
associated with these summer instructional programs,

Budget Request
Increase
1966-67 1967—68 Amount Percent

$2,419,425 - $2,457,375 $37,950 15

The summer session budget is 0.05 percent of the entire support
budget. These academic programs are self-suporting from student fees.

A. Workload

Since this program is entirely self-supporting from fees charged to
participating students for the cost of instruction ne state support funds
are requested. The budget will increase by $37,950 financed from the
student fee of $90 per session. HEnrollment is estimated to increase by
600 students over the 1966-67 summer session total of 23,863 to 27,025.
However, this estimate included the Berkeley summer session which is
now being terminated because of the implementation of the summer
quarter. It seems, therefore, that the actual enrollment will be at least
11,000 students less than estimated (11,000 students were estimated to
attend the Berkeley summer session). It also seems unlikely that there
will be any inerease in fee income.
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B. Performance Analysis

Actual summer session expenditures in 1965-66 were $2,093,023 or
$132,485 less than the budget amount of $2,225,508. Table 24 indicates
the actual summer session enrollment from 1962-63 through 1966-67.
An unexpected 18 percent decrease was experienced in the summer of
196566 but enrollments increased by 9 percent in the summer of 1966.

Table 24

Summer Session Enrollment
1962-63 through 1966-67

1962-63 1963~64 1964-65 1965-66 196667

Berkeley ___..______ 10,483 11,008 11,775 19,287 9,225
Davis - __________ 466 653 696 794 1,005
Los Angeles _______ 5,993 9,680 10,993 8,538 10,211
Riverside _____.____ - __ . 631 633
San Franecisco —____ 327 273 327 857 977
Santa Barbara _____ 982 1,326 1,356 1,652 1,812

Total ________.___ 18,251 22,940 25,147 21,709 23,863
Percent increase

over previous year ___________ +25.7% +9.6% —13.7% +9.0%

C. Recommendations
No recommendation is made since state funds are not requested.

4. ORGANIZED ACTIVITIES—TEACHING HOSPITALS AND CLINICS

The major teaching hospitals in this eategory are those for which the
University has full respounsibility of operation. Included are the hospi-
tals at the Los Angeles Center for Health Sciences, the San Francisco
Medical Center plus the psychology clinics, the San Diego County Uni-
versity Hospital, and Marian Davies Children’s Clinic at UCLA and
the Dental Clinic at San Francisco. State support subsidizes the opera-
tions of these hospitals and clinies in order to provide for the portion
of the teaching costs incurred by their instructional programs which is
above the normal operating costs of such institutions.

Budget Request

Increase
1966—67 196768 Amount Percent

$39,263,314 $39,294,053 $30,239 0.1

State funds account for 23.6 percent or $9,279,307 of the total budget
for organized activities, teaching hospitals and clinics. The small budget
increase is attributed to patient fee income at the Veterinary Medicine
Teaching Hospital at Davis. This budget category represents 9.8 per-
cent of the total support budget.

A. Workload .
State subsidy is generally used to provide hospital eare for indigent
patients who are valuable teaching subjects. The level of state support
is based omn cost per clinical student of $11,957 at the San Franeisco
Teaching Hospital and $10,818 at the Los Angeles Teaching Hospital.
The cost per clinical student at San Francisco is estimated to decrease
by $905 from the 1966-67 level of $12,862 because of the increase of
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28 additional clinical students in 1967-68. Private patients who pay
for their own care account for the largest portion of nonstate revenues.
No workload increase has been requested for 1967—68, but state sup-
port for the University teaching hospitals is requested to remain at the
1966-67 level pending study of the effects of the Medicare and Medi-
Cal programs on hospital income. A realistic estimate of the amount
of income which can be expected from these sources as well as the size
of the workload budget was not attempted in the Governor’s Budget
because these two programs have only recently become operational. An
analysis of the three reports prepared by the University concerning the
effects of Medicare and Medi-Cal will follow in this analysis.

B. Performance Analysis

Teaching hospital costs at the San Francisco Medical Center and the
Los Angeles Center for Health Sciences totaled $25,862,302 in 1965-66.
The total state subsidy was $7,665,865 or 29.6 percent of the total, and
the state subsidy per clinical student was $8,603 at UCLA and $12,080
at San Francisco. A five-year analysis, as shown in Table 25, indicates
that the percentage of state subsidv to total cost is declining each year
due principally to increasing health insurance coverage and, recently,
the new Medicare and Medi-Cal programs.

Table 25
Teaching Hospital Workload Data, Five-year Trends
San Francisco and Los Angeles Teaching Hospitals

Total teaching Percent of

hospital State subsidy

costs subsidy to total
196364 _ $22,628,265 §7,157,858 31.6
1964-65 24,141,962 7,214,466 29.9
1965-66 25,862,302 7,665,865 29.6
1966-67 (est.) 30,594,175 8,732,761 28.5
1967-68 (prop.) 31,415,197 8,732,761 27.8

Table 26 indicates that the hospital occupancy at both UCLA and
San Francisco was less than originally anticipated. Consequently, the
actual cost per patient day was $71.47 rather than the budgeted amount
of $70.11 at San Francisco and $86.45 rather than $81.50 at UCLA. As
of July 1, 1966, the University assumed full operational responsablhty
of the San Dlego County University Hospital.

Table 26
Teaching Hospital Workload Data
1967-68 Governor’s Budget and Comparison of 1965-66 Budgeted to Actual

Cost per
Number Percent of Cost per Outpatient
of beds occupancy  patient day unit
San Francisco
196768 (est.) ___._______ 555 82.2 $75.51 $15.38
1965-66 (actual) __.._____ 555 77.6 71.47 1416
1665-66 (budgeted) _______ 555 79.4 70.11 14.29
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Table 26—Continued
Teaching Hospital Workload Data
1967—68 Governor’s Budget and Comparison of 1965-66 Budgeted to Actual

Cost per
Number Percent of Cost per Outpatient
of beds occupancy patient day units
Los Angeles
1967-68 (est.) ._..____.____ 368 85.0 87.45 15.10
1965-66 (actual) _._______ 313 814 86.45 16.49
1965-66 (budgeted) ... 313 83.7 81.50 13.54
San Diego

1967-68 (est.) __________. 622 56.0 66.50 13.35
196566 (actual) N/A __.__ __ _— -
1965-66 (budgeted) N/A - __ —

A five-year analysis of workload data as shown in Table 27 indicates
that enrollment at San Franecisco will have increased by 50 students
during this period while at Los Angeles the increase will have been only
9 students. Although their enrollment has increased more.rapidly, the
state subsidy per student at San Franciseco has remained relatively
stable. At Los Angeles there has been a sharp increase in the state sub-
sidy per student from $8,234 to $10,818 (proposed in 1967-68). The
percent of nonprivate patient days of eare has declined gradually at
both teaching hospitals again illustrating the increased coverage of
teaching hospital patients by private insurance or, more recently, Med-
icare or Medi-Cal.

Table 27
Teaching Hospital Workload Data
Five-year Trends

State subsidy Percent of non-
per student for private patient
E’nrollment 1 teaching hospitals days of care
San Francisco Teaching Hospital

1963—-64 347 $11,816 59.0
1964-65 329 12,954 55.2
1965-66 369 12,080 54.4
1966-67 (est.) . ___ 370 12,862 56.5
1967-68 (prop.) _——— . __ 398 11,957 57.3
Los Angeles Teaching Hospital
1963-64 332 8,234 62.0
196465 345 8,177 59.0
196566 341 8,603 59.8
1966-67 (est.) . ____ 341 10,818 62.2
1967—68 (prop.) ——ee e 341 10,818 61.9

1 Medical students in their clinical years who are assigned to the teaching hospital plus interns and residents.
C. Recommendations

No reduction in workload is recommended pending further review.

Analysis of the special legislative reports which follow will indicate
that there has not been sufficient data collected concerning the effect of
Medicare and Medi-Cal of the operations of the University teaching hos-
pital to merit any change in the present method of providing state sub-
sidy. The current level of state support should be maintained until the
effects of these new medical care programs can be properly assessed.
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D. Special Legislative Reports
1. Teaching Hospitals—State Subsidy

The University of California submitted a report in compliance with
the Senate Finance Committee’s request to ‘‘advise the Liegislature on
how the new medical care program is affecting teaching hospital opera-
tions and how the level of state subsidy might be affected in future
fiscal years.’’

The scope of this report is limited to the UC hospitals in San Fran-
cisco and Los Angeles. It attempts to analyze two major impacts of
the Medicare and Medi-Cal, the change in number and type of staff
patients and the amount of subsidy needed for the care of these pa-
tients. In the first instance it is noted that some former staff patients
who may be eligible for Medicare or Medi-Cal may wish to become
private patients or use other hospitals. The second impact may be a
reduction in the amount of subsidy if there is no change in the type
of staff patients or in the total cost of their care.

An attempt to study patient trends was made by analyzing the in-
patient average census by service at the UCSF Hospital and the UCLA
Hospital. No important changes attributable to Medicare or Medi-Cal
were indicated by this data but it should be noted that these programs
have been active for only a short period.

Finanecial trends were investigated by determining the amount and
percent of subsidy to total cost for inpatients and outpatients. In
fiscal year 1965-66 the subsidy as a percent of total charges to in-
patients at UCLA was 48 percent. At UCSF subsidy was 55 percent
of the total charges for inpatients in 1965-66. The substantial income
received by the hospital from staff patients may have increased because
of Medicare and Medi-Cal.

Emphasis is placed on the effect of the medical programs on the in-
patient because much less subsidy is required to support the out-
patient cases. The total amounts received under Medicare and Medi-
Cal for inpatients for July, August and September is shown in
Table 28.

Table 28
Total Charges for Staff Inpatient Hospital Services
(a) (b)
Medicare and All
UCSF Medi-Cal charges A/B
July $102,442 $423,279 24
August 161,611 578,168 28
UCLA
July — 48,897 363,393 13
August 72,340 458,832 .16
September ______ e 64,784 445,442 15

Table 29 compares the percent of total charges for staff inpatients
which are derived from subsidy both before and after the advent of

Medi-Cal on March 1, 1966.
Table 29

Subsidy as a Percent of Total Charges for Staff Inpatients
UCSF UCLA
July 1965-February 1966 ___ 61% 53%
March 1966—September 1966 44 42
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Caution should be used in interpreting this decline in percentage
because the hospitals were short of subsidy funds during this period.
Furthermore, the percentage decline in subsidy does not indicate the
absolute amounts needed which depends on the number and types of
teaching patients needed. It is concluded that ‘‘less subsidy may be
required to provide a given level of staff patient days with Medicare
and Medi-Cal than would have been required without these programs.’’
Nevertheless, another year will be required before valid conclusions
can be drawn.

. Recommendations

We recommend that a report on the effect of Medicare and Medi-Cal
on the operation of University teaching hospitals with special emphasis
on the level of state subsidy be submitted to the Joint Legislative
Budget Committee by November 1, 1967.

‘With only three months data on the effect of both Medicare and
Medi-Cal on the operations of only two of the University’s teaching
hospitals it would be unwise to make definite decisions on changing
the amount of subsidy available to these hospitals. At this time it
would be better to set parameters for a year-long study and establish
legislative intent concerning any reduction in subsidy funds.

In the latter case it should be clear that an attempt should be made
by the various hospitals to reduce the amount of state subsidy needed
by maximum utilization of the funds available from the Medicare and
Medi-Cal programs. Secondly, if a reduction continues to be apparent,
the released subsidy funds should not be expended to increase the
present program or initiate new ones. Effort should be made to de-
crease the amount of state support needed by the teaching hospitals.

The report to be submitted by the University on November 1, 1967,
should continue with its effort to compare patient and financial trends
before and after the effect of the new medical care programs. Attention
should be paid to the various medical categories of service for the
patient. Plans should be made concerning the type and number of
patients needed for teaching purposes in the future and how this mix
will affect the need for state subsidy. The procedure for billing the
federal government should be explained. Total charges against Medi-
Cal and Medicare should be shown as well as the increase or decrease
in the percent of subsidy to total patient charges. Patient charges for
each month should be broken down to show the amount received from
Medicare and Medi-Cal, the state subsidy and the patient or other
sources. :

2. Teaching Hospitals—Professional Fees

The University of California prepared a report concerning the utili-
zation of professional fees from the Medicare programs in response to a
request from the Senate Finance Committee.

Since the basis for charging or paying professional fees for services
under Medicare or Medi-Cal at county hospitals is still unresolved by
state and federal authorities, this report only pertains to the teaching
hospitals at UCLA and UCSF. Teaching hospitals at both of these
campuses have agencies designed to bill, collect and disburse fees for
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professional medical services to staff patients under Medicare and Medi-
Cal as they have done in the past for the medical staff assoclations
authorized by the Regents on January 19, 1962.

In the past, no funds received as professional fees were retained by
the individual physicians performing the services. Funds received by
the medical staff associations were debited for the administrative costs
of billing and accounting and the remaining amount was expended for
education and research activities authorized by the association.

UCLA is the only UC teaching hospital which has received funds
under the new programs. The UC hospital in San Francisco has only
recently submitted its first bills to Medicare and Medi-Cal for profes-
sional fees on staff cases. Table 30 shows the approximate amounts
chargeable to Medicare and Medi-Cal for professional services to staff
inpatients.

Table 30
Approximate Amounts Chargeable to Medicare and Medi-Cal for
Professional Services to Staff (Departmental) Inpatients

1966 UCSF UCLA
Medi-Cal

March a $18,446

April __ 11,739

May __ 14,315

June - — NA

July $23,881 NA

August 26,078 NA
Medicare

July 20,474 NA

August 15,344 NA
4 No billings prior to July 1966. ’
NA Not available.

The funds collected at UCLA will be expended in accordance with the
bylaws of the UCLA Medical Group which has succeeded the Medical
Staff Association. Important excerpts concerning the purposes for
which these funds can be spent are as follows:

‘‘a. Professional salaries such as in-residence salaries and portions of

strict full-time salaries.

b. Academic enrichment of the medical school and its several de-
partments as recommended by the dean and approved by the
chancellor giving consideration to the proportion contributed by
each department of origin.

¢. Enrichment of education programs and benefits for interns and
residents within the university hospitals and clinies, in accord-
ance with University policies.

d. UCLA campus general purposes as determined by the chan-
cellor.”’

Recommendations
We recommend that o study on the utilization of the professional
fees from Medicare and Medi-Cal be submitted to the Joint Legislative
Budget Committee on November 1, 1967.
This study should be a continuation of the present report. A mean-
ingful recommendation cannot be made until more information is avail-
able on the system that will be used for paying professional fees for
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services under the new mediecal care programs and until sufficient time
has passed to analyze the procedures developed at the two University
teaching hospitals.

The bylaws of the UCLA Medical Group indicate that revenue from
the new medical care programs is used to contribute towards the im-
provement of clinical faculty salaries and aid in the general support of
teaching hospitals. No mention is made of using these funds for research
but it is difficult to know what vague terms like ‘‘academic enrichment’’
and ‘‘enrichment of education programs’ mean.

8. Teaching Hospitals and Clinics—A Revised Basis for Subsidy

The University of California has submitted a report entitled Teach-
mg Hospitals and Clinics—A Revised Basis for Subsidy in compliance
with the request of the Ways and Means Committee of the State Legis-
lature ; a summary of that report follows:

Medical students require contact with patients as part of their edu-
cation. In the past, teaching hospitals have relied almost entirely on
the medically indigent patient to fulfill this need. This practice is de-
creasing because of the ability of more prospective patients to pay for
their care through private sponsors or insurance programs. With the
advent of Medi-Cal and Medicare the number of patients who must
depend on a teaching hospital to provide for their care has been even
further reduced.

The following two factors determine whether teaching hospital care
is more or less expensive to individual patients:

““A. The amount and type of care to be provided to patients and
the consequent cost to the hospital for providing such care.

““B. The proportion of these costs charged by the hospitals to (1)
the patient or his sponsor and (2) subsidy or other funds.”’

It is assumed that teaching hospitals are more expensive to operate
than nonteaching hospitals because of the specialized and intensive care
they provide. The main question is what proportion of the costs of a
university hospital should be charged to patients receiving the care.
Current policy is to charge patients for all their costs of eare with allo-
cation of identifiable research and education costs to other accounts.
Study should be made of a new basis for allocating joint costs to their
education, research and patient care components. Perhaps, a cost com-
ponent which is attributable to the educational responsibilities of TUC
hospitals should be developed.

The University proposes a new basis for subsidy which employs
alternatively the following price policies:

1. Charge patients all hospital costs not allocable to teaching or

research.

2. Charge patients amounts comparable to those in nonteaching hos-

pitals for similar cases.

3. Charge patients amounts less than those in nonteaching hospitals

for similar cases.

Only patients cared for under pricing policy (1) will require no
subsidy. Patients cared for under the remaining two alternative price
policies will require subsidy.
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‘A survey of the proposed new basis for determining subsidy needed

for services to teaching patients is given below:

““1. Estimate the volume and type of student-patient contacts re-
quired for a given year.

“2. Convert these data to:

a. Inpatient days;
b. Outpatient visits.

‘3. Estimate the absolute amount of teaching days and visits avail-
able from full-paying patients.®

‘4, For these patients estimate the net excess of costs to UC hos-
pitals for such hospital services over maximum charges which
can be made to these patients.

‘5. Fill the remaining teaching requirements from patients who are
not full-paying.

‘6. For these patients estimate the costs for such hospital service
which are not paid by patients or sponsors. (This will be com-
ponent B of the study.)

““7. Total subsidy—component A -+ component B.”’

The major effects of the new Medicare programs has been to reduce
the number of medically indigent patients, stimulate interest in re-
vising hospital charges to accurately reflect actual costs and develop
an elaborate cost control system.

Recommendations

We recommend that a report on alternative methods of applying
the amount of state subsidy for teaching hospitals in the form of a cost
benefit amalysis with special emphasts on the effect of the Medi-Cal and
Medicare programs on teaching hospitals be submitted to the Joint
Legislatiwe Budget Commattee by November 1, 1967,

‘We believe that a new system for subsidy determination be devel-
oped which accurately reflects the cost generated by the care of the
individual patient. This system could allocate the operating expenses
of the University teaching hospitals among medical education, re-
search, patient care and public service components. Data should be
collected which compares costs of providing care at University of Cali-
fornia teaching hospitals with other institutions. The amount of sub-
sidy eould equal the costs which are clearly educational and related
to the teaching function of the hospital. Every attempt should be
made to utilize the cost control system required by Medicare and
Medi-Cal and take advantage of the available funds from these two
medical care programs.

In its report the University only established one possible basis for
determining the amount of subsidy. No comparative figures were sub-
mitted to show the relationship between the present method and the
proposed new basis for subsidy determination. A cost benefit analysis
of several alternatives should be submitted to the Legislature.

1 Full-paying patients are deflned as patients whose entire bill at a nonteaching hospital would be paid by the
patient, his insurance, or his finaneial sponsor.
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5. Organized Activities—Other

This budget category is comprised of many dissimilar and diversified
programs. Examples include county hospital services provided by Uni-
versity staff and contracted for by the individual counties at the San
Francisco General Hospital, Harbor General Hospital, Los Angeles
County Hospital and the Sacramento County Hospital. Also included
are support of special engineering projects for service to industry at
Berkeley, intercollegiate athletics at smaller campuses, support for
nursery and elementary schools connected with schools of education,
and a wide variety of medical testing laboratories, vivariums, and
medical services at the medical schools.

Budget Request
Increase
1966-67 196768 Amount Percent

$2,504,682 $2,679,376 $174,694 6.9

State funds of $746,942 support 27.8 percent of the budget for or-
ganized activities—other. This budget category represents 2.7 percent
of the total support budget. The 6.9 percent budget increase is pro-
vided for from nonstate revenues.

A. Workload

State funds provided for activities which are necessary to support
teaching programs and which cannot by their nature be self-support-
ing, Examples are vivariums and research and development labora-
tories. Student fees and funds generated from the activities provide
most of the revenues for organized activities. The $205,433 increase
is entirely supported by these nonstate revenues and, therefore, no
additional state support is proposed. The cost of livestock feeding at
Davis will increase by $32,000 which is offset by income from this
activity. Additional incidental fee allocations and gate receipts totaling
$90,538 will support expanded intercollegiate activity programs at
Irvine, Davis, Riverside, and San Diego. The Dickinson Art Gallery
at UCLA will expand its exhibition program at an additional cost of
$46,151 by increased allocations from incidental fees. Other miscel-
laneous self-supporting activities will increase by $6,005.

B. Performance Analysis

The analysis of the 1965-66 organized activities operations indicates
that University general funds supported 28.1 percent of this budget.
Student fees and organized activity income account for 67.2 percent
of the total funding of the 1965-66 budget of $2,391,728. Expenditure
of over half of the total budget occurred at the Berkeley and Lios An-
geles campuses. The next highest expenditures were incurred at the
Davis and San Francisco campuses, 12.3 percent and 12.5 percent of
the budget, respectively. Expenditures by type indicate that teacher
training in the School of Education accounted for 19.1 percent of the
entire expenditures. It is noteworthy that 15.1 percent of the budget
was expended on art, music and drama activities.
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Table 31
ORGANIZED ACTIVITIES
Analysis of 1965-66 Operations

Co Amount Percent
1. Source of Funds

University General Funds______ $672,227 2819,
Student Fees ..____________.___ 284156 11.9
Organized Activity Income_____. 1,323,136 55.3
Other Sources® ... ________ 112,209 4.7
Total $2,391,728 100.0%
2. Expenditures by Campus
Berkeley $547,090 22.99
Davis 294,767 123
Irvine 45,655 1.9
Los Angeles _________________ 923,585 38.6
Riverside — 38,776 1.6
San Diego 33,089 14
San Francisco _____ . _____ 299,037 125
Santa Barbara ______________ 198,545 8.3
Santa Cruz _—
California College of Medicine__ 6,363 3
University Programs ______.__._ 4,321 2
Total $2,391,728 100.0%
! University
General Restricted :
Funds Funds Total Percent

3. Expenditure by Type
School of Education—Special

Schools $378,921 $78,658 $457,574 19.19,
Engineering 259,787 259,787 10.9
Medical Testing Labs and

Other Medical Services _____ 164,998 85,092 250,090 105
Optometry and Audiology Clinies 202,806 202,806 8.5
Vivariums 125,217 13,930 139,147 5.8
Art, Musie, Drama Aectivities.._ 362,308 - 362,308 15.1
Intercollegiate Athletics —______ 120,994 120,994 5.1
Other. 3,091 595,931 599,022 25.0

Total—Amount ____________ $672,227 $1,719,501-$2,391,728

Percent —.._.____________ 28.19%, T1.9% 100.09,

# Includes $56,490 of state funds for restricted purposes.
C. Recommendations .
No reduction in workload is recommended pending further review.
The level of state support is the same as the current fiscal year. The
budget increase will be provided for from nonstate funds. The or-
ganized activities that receive state support are justified on the basis
that they cannot be self-supporting and provide the necessary comple-
ment to the instructional programs of the University.

‘6. Organized Research

State-supported activities included in the Governor’s Budget under
the budget category of organized research consist primarily of in-
stitutes and bureaus, faculty research grants and travel to professional
meetings and the subsidy of research in agriculture, forestry and vet-
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erinary medicine. Excluded from the support budget is the larger body
of organized research funds which finance sponsored research. These
funds generally come from contracts and grants with public agencies
or private organizations. Expenditures for organized research help ful-
fill the University’s role as California’s primary state-supported
academic agency for research as designated by the Master Plan.

Budget Request

Increase
1966-67 1967-68 Amount Percent

$37,230,772 $37,635,603 $404,831 11

The 1967-68 proposed budget of $37,635,603 for organized research
includes $34,283,527 in state funds (over 91 percent). This budget re-
quest is 9.5 percent of the total support budget. The $404,831 (4.8
percent) increase consists of $19,799 in University funds and $385,052
in state support.

A. Workload

Endowment income assigned for research purposes will increase by
$37,5649. Income from the Rockefeller Foundation Grant for Marine
Biology at San Diego will decrease by $17,770. The difference between
these two figures accounts for the increase in University sources. The
research purposes for which this money will be expended have not been
identified. Suport funds are proposed for faculty research grants and
faculty travel totaling an increase of $141,240. This will provide for
research grants of $370 and travel allowances of $70 for each new
faculty member. An increase of $61,000 is included to meet publishing
needs of the added faculty members and to provide for increased print-
ing costs. Research grants and travel to professional meetings are pro-
vided for at the level of $295 and $70, respectively, per regular faculty
member at the San Francisco Medical Center totaling an increase of
$8,397. Also included as workload increases are improved programs at
San Diego for the Scripps Institution of Oceanography and the Marine
Life Research Program totaling $174,397 (Refer to Item 92).

B. Performance Analysis

Actual 1965-66 expenditures exceeded the budget amount of $33,-
518,029 by 3.3 percent or $1,102,041 as is shown in the following table.

Table 22 o

ORGANIZED RESEARUFIT o o i

1967-68 Giovernor’'s Budget and Comparison of 1965-66 Budgeted to Actual

1965-66
: 1967-68 Budgeted Actual

Institutes and bureaus_______________ $12,007,887 $11,109,120 $11,530,568

Faculty research grants_______________ 1,786,206 1,565,678 1,606,342

Travel to professional meetings________ 360,666 324,807 327,407
Agriculture, forestry, and veterinary

medicine 20,958,542 18,947,832 19,635,919

Other - 2,137,250 1,570,592 1,519,834

Total $37,250,551 $33,518,029 $34,620,070

1 Excluding sponsored research.
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Table 33 indicates the expenditures for organized research in 1965—
66 including $79,284,125 received in federal contracts, grants and
appropriations. It is interesting to note that state support funds pro-
vided for 26.8 percent of the organized research expenditures while
federal funds provided 64.4 percent. Special federal research funds
totaling $238,313,394 for Atomic Emnergy Commission research con-
tracts are excluded from this table.

Table 33
Total Organized Research
(Including sponsored research)
Sources of Actual Expenditure 1965-66

Amount Percent
Federal contracts, grants and appropriations ______ $79,284,125 64.49,
State funds:

General 30,681,873 24.9
For restricted purposes 2,312,013 1.9
Endowments 3,144,788 2.5
Private grants ____ - 6,016,558 4.9
Other sources _._ 1,705,120 14

Total .. $123,144 477 100.09,

The following table indicates the expenditures of organized research
funds by subject area. More funds were expended in the area of the
social sciences than the other research areas. Agriculture, forestry and
veterinary medicine accounted for the next highest expenditures.

Table 34
Total Organized Research by Subject Area
1965-66
State University
general restricted
funds funds Totals Percent
Agriculture, forestry and
veterinary medicine ________ $18,273,814 $10,579,222 $28,853,036 234
Medical and related fields ____ 1,086,450 25,040,896 26,127,346 21.2
Mathematical, physical and engi-
neering sciences research ____. 3,206,735 23,482,332 26,689,087 21.7
Social sciences and Other 8,114,874 33,360,154 41,475,028 33.7
TOTAL ___ $30,681,878 $92,462,604  $123,144,477 100.0

C. Recommendations

We recommend o reduction of $18,900 for faculty travel in the
organized research budget.

The 1967-68 proposed level of support for faculty travel to profes-
stonal meetings is $70 for each new FTE faculty. The 1966—67 level is
$65 per F'TE. Travel grants are provided for research and professional
activities. Applications are acted on by the chief campus officer on the
recommendation of the Committee on Research of the Academic Senate.
A common example of their purpose is the travel of a professor to a
professional conference attended by his colleagues from other universi-
ties and colleges to read a paper authored by him before the assembled
body. :
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In view of the stringent budget requirement of this fiscal year and
the travel restrictions imposed on out-of-state travel by other state
agencies we feel that this program can be held to the present level.
‘We, therefore, recommend deletion of the proposed increase.

7. Libraries .

Each of the nine campuses of the University has a general library
plus related college, research, branch and professional libraries. This
budget category pertains to state support for the current operations of
all of these libraries. The principal objective of the University of Cali-
fornia Libraries, as stated in the 10-year plan for library development
adopted in 1961 and revised in 1965, is to support adequately the
academic programs of the University.

Budget Request

Increase
1966-67 196768 Amount Percent

$17,285,622 $19,303,424 $2,017,802 11.7.

The proposed budget is an 11.7 percent or $2,017,802 increase over
the 196667 budget of $17,280,982. The library budget represents 4.9
percent of the total support budget. State support funds provide 95.8
percent of the library budget.

A. Workload

The Governor’s Budget is based on maintaining the existing 1966-67
level of support with a 6.8 percent increase for the purchase of books.
Special consideration is given to the needs of the two new campuses,
Santa Cruz and Irvine, and to the development of the medical libraries
at the San Diego and Davis campuses. For the purpose of maintaining
the existing level of support the Department of Finance calculated the
workload increase on the weighted student enrollment growth.

An analysis of the proposed library budget indicates that 56.8 per-
cent will be expended for salaries and wages, books, periodicals and
bindings will account for 36.6 percent of the proposed expenditures
while supplies, equipment and expenses account for only 6.6 percent.

Table 35
Libraries
Total 1967-68 Budget by Object
Amount Percent

Books, periodicals and binding_________________ $7,058,246 36.6
Library salaries and wages 10,963,311 56.8
Supplies, equipment and other expenses.._______ 1,281,868 6.6
_Total __ ' $19,303,425 100.0

Expenditures per FTE faculty $2,985

Bxpenditures per FTE student 213
The Department of Finance calculated a workload increase of $1,-
011,224 for the other campuses (all campuses excluding Irvine, Santa
Cruz and California College of Medicine). To this amount was added
the regents’ request for Irvine and Santa Cruz, $200,947 and $189,729
respectively. In addition, the amounts for program development at
Davis Medical and San Diego Medical, $236,258 and $44,748 were also
included as workload. An increase in the workload budget of $32,480
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was included for the California College of Medicine but its method
of determination was not made clear. The sum of these amounts total
$2,017,802, a 11.7 percent increase over the 1966—67 library budget.
- The amount of increase for the other campuses was allotted to each
individual campus on the basis of the estimated growth in weighted
student enrollment at each individual campus. Table 36 shows the total
workload increase as allocated to the individual campuses.

Table 36 .
Increase 196768
Dept. of Finance

allocation Enrollment increase

1966—67

Percent increase 1967—68 over 196667
budget Amount over 1966—-67 Unweighted Weighted
Berkeley ________ $4,150,250 $10,506 0.3 - 1.5 01
Davis ____._____ 1,835,613 334,886 18.2 16.2 17.7
Los Angeles —__._ 4,335,364 86,676 2.0 21 2.6
Riverside _______ 1,108,132 60,411 5.5 11 6.1
San Franciseo —__ 571,013 36,772 6.4 42 4.6
Santa Barbara __ 1,679,118 481,973 28.7 175 232
$13,679,490 $1,011,224 74 5.6 5.7
San Diego —_____ $1316877 $302,055
Irvine __________ 1,045,234 200,947
Santa Cruz _____ 597,457 189,729
Davis—Medical __ 255,094 286,258
San Diego—
Medical _____ 311,058 44,748
CCM 80,412 32,841
$3,606,132 $1,006,578
$17,285,622 $2,017,802

B. Performance Analysis

Actual budget expenditures for 1965-66 of $13,814,223 exceeded the
budget amount of $13,458,968 by 2.6 percent or $256,265. This amount
was largely provided for from University sources and expended on
opportunity book purchases.

The following analysis of budgeted actual library expenditures in-
dicates that the greatest disparity occurred in the expenditure for
books, periodicals and bindings. Library salaries and wages represent
60.3 percent of the actual budget, 6.5 percent more than the proposed
1967-68 library budget. Expenditures for books, periodicals and bind-
ing accounted for 32.8 percent of the actual expenditures.

Table 87

Comparison of Budgeted to Actual Library Expenditures
1965-66 Support Budget

Percent of

Budgeted Actual total

Books, periodicals and binding _________ $4,316,806 $4,530,367 32.8

Library salaries and wages__.___________ 8,261,291 8,332,001 60.3

Supplies, equipment and other__________ 880,871 951,855 6.9

Total __ . $13,458,968  $13,814,223 100.0
Expenditures per FTE student___._.______ $184 $189
Expenditures per ¥TE faculty__________ 2,463 2,643
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Comparison of budgeted to actual workload data for 1965-66 shows
that the increase in actual expenditures accounted for an increase in
the workload measures over the budget amounts. Total library collee-
tions inereased to 7,651,379 volumes, 91,979 more volumes than were

budgeted.
Table 38

Library Workload Data Comparison of Budgeted to Actual 1965-66
Budgeted Actual

Library volumes per student _ 103 105
Library volumes per faculty 1,384 1,408
Acquisitions 527,332 619,311
Total library collections 7,659,400 7,651,379

In 1961, the University adopted a 10-year plan for library develop-
ment which was amended in the summer of 1965. Fundamental collee-
tions for instruction and research will be accumulated on each campus.
In addition each campus is encouraged to build unique collections of
high distinetion. The library development plan proposes that the Uni-
versity possess 10,055,000 volumes by 1971. Table 39 shows the goals
by year from 1965-66 through 1967-68 in comparison with the actual
volumes on June 30 of each fiscal year.

Table 39
Comparison of Library Development Plan With Actual Volumes Possessed
Year Library plan ? Actual
1964-65 — 7,032,068 2
196566 7,559,000 7,651,379 2
196667 8,176,000 8,365,289 @
1967-68 8,840,000 8,949,280 ¢

1 A Plan for Library Development—as amended July 1965.

2 Size of the University of California Libraries, 30 June 1966.
8 University of California Current Operating Budget, 1967—68.
4 Addition of 584,000 estimated acquisitions in 1067-68.

C. Recommendations
No reduction in workload is recommended pending further review.

8. Agricultural Extension

Agricultural Extension is one of the major public service programs
of the University. It is under the auspices of the Division of Agricul-
ture Services and is operated under a cooperative agreement between
the University, the county boards of supervisors and the U.S. Depart-
ment of Agriculture. Extension offices are located in 53 counties and
research facilities are located on the Davis, Riverside and Berkeley

campuses.
Budget Request
: Increase
1966—-67 1967-68 Amount Percent

$9,045,326 $9,048,826 $3,500 0.03

State support funds of $7,123,554 represent 78.7 percent of the
Agricultural Extension budget. This budget category is 2.8 percent of
the total support budget. The Agricultural Extension also receives
support from the federal and county governments. State and federal -
funds are used by the University to pay for central services staff and
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salaries of local farm advisors and other technical field positions. Coun-
ties provide and maintain farm advisor offices plus clerical and other
support needs.

A. Workload

Additional funds totaling $3,500 are requested for agricultural pub-
lications to provide for increased printing costs. Table 40 is a program
analysis of the proposed 1967—68 budget for Agricultural Extension.
The largest portion of the budget, 37.3 percent or $3,507,351, will be
expended for eounty operations programs directed toward agriculture

in 53 counties.
Table 40

Agricultural Extension—1966—67

Agricultural extension—Project 1—Administration _______________ $168,832
Agricultural extension—Project 2—Information (Specialists who dis-
seminate research information by publications and mass media) 641,446
Agricultural extension—Project 3—Production (Subject matter spe-
cialists—e.g., agronomist, entomologist, ete.) _________________ 1,920,958
Agricultural extension——Project 4—Marketing (Agricultural eco-

nomic programs) 222116
Agricultural extension—Project 5—Home economies ___.__________ 306,058
Agricultural extension—Project 6—4-H programs ________________ 244,390
Agricultural extension—Community and public affairs .___________ 26,832
Agricultural extension—Project 8—County operation (conducts agri-

cultural extension programs oriented towards the industry within

each of the 56 counties) 1,583,244
Agricultural extension—Project 8—county operation—offset (state

matching funds for federal appropriations) 3,507,351
Agricultural publications office (disseminates by publications research

and agricultural experiment stations) 359,224
Provision for upgrading and reclassification 64,875

Total _ $9,045,326

B. Performance Analysis

Agricultural Extension serves farmers, food processing and other
agriculture related industries, homemakers and 4-H Club members.
Program emphasis is on the development and dissemination of informa-
tion relating to specific agricultural problems. Solutions to problems
are developed through the cooperative efforts of farmers, farm advisors
and other campus extension staff and research specialists on various
campuses of the University. New information is mainly disseminated
through mass media, published reports and demonstration and classes.
Staff home economists provide information about proper food and nu-
trition and special technical personnel act as advisors.

During the 1965-66 fiscal year Agricultural Extension proceeded in
their endeavor to provide solutions to the agricultural and economieal
problems throughout the state. Farm advisors in Kings County con-
ducted large-scale tests on 13 alfalfa varieties. Growers in cooperation
with farm advisors are obtaining profitable returns in 20 Christmas
tree-growing counties. In four counties, artificial insemination was
being tested by breeders working with Agricultural Extension staff.
Volunteer leaders played an important role in increasing 4-H Club
membership. Family and consumer sciences staff reached the state’s ex-
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_panding population through use of the mass media providing informa-
tion on nutrition, health and family economies.

C. Recommendations

No reduction mn workload is recommended pending further review.
This is an area where public services can be reduced if the publie .de-
sires austerity. Specific proposals should be received from the Univer-
sity as to appropriate fees for services or some reduection in publie
services and related industry research. :

9. University Extension

The goal of University Extension is to provide educational opportu-
nities for adults, improve citizen participation in public affairs and to
provide solutions to community and statewide problems. University
Extension offers continuing adult education programs of various types
throughout the entire state. Classes, conferences and correspondence
courses are the most popular means by which extension services are
provided. Classes and other programs are offered on all campuses of
the University of California, and at an off-campus extension center in

San Franecisco.
Budget Recquest
: Increase i
1966—-67 1967-68 Amount Percent

$14,313,198 $15,198,939 $885,741 6.2

The proposed budget for University Extension is 3.8 percent of the
total support budget. A budget increase of 6.2 percent or $855,741 is
proposed. State support will provide 6.4 pereent of the proposed budget
for University Extension.

A. Workload

The workload inerease consists of $885,741 expected to be produced
from student fee income. This increased revenue will be used to im-
prove University Extension programs.

B. Performance Analysis

In 196566, 7.6 percent of the University Extension budget was fi-
nanced from state support. University Extension, in effect, operated the
third largest campus of the University with a full-time equivalent en-
rollment of 18,881 students. Highlights of the 1965-66 operation of
University Extension as outlined in the annual report are as follows:
(a) a special Regents’ Committee on University Extension was ap-
pointed to study University Extension’s long-range goals, (b) the de-
centralization of authority to campus extension directors, initiated in
1964-65 was completed and (¢) there was a substantial increase in con-
tract and grant activity which includes matched funding of specific
programs from the State Technical Services Act and Title I .of the
Higher Bducation Act of 1962.

C. Recommendation
Refer to following section.
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D. Special Legislative Reports
1. Proposed Basis of State Support for University of California Extension

The University of California submitted a report on a proposed basis
for requesting state support for University Extension as requested by
Senate Finance and Assembly Ways and Means Committees. The pur-
pose of this report was to determine a new method of determining state
support that is more clearly related to program need.

In response to this request the University submitted a report with
detailed definition of its four basic educational programs: (1) profes-
sional upgrading, (2) cultural programs, (3) citizen responsibility and
(4) urban extension, and four supporting programs: (a) low density
population areas, (b) radio and television, (¢) administration and (d)
planning and development.

Professional programs are designed to create educational opportuni-
ties for adults in the professional, administrative and managerial fields
in order that they may keep abreast of the latest research and develop-
ment in their respective fields.

Examples of certificate programs offered are: business, business man-
agement for technical personnel, industrial relations, nuclear technol-
ogy, real estate and social services.

Cultural programs provide education in art, musie, literature and
humanities. Citizen responsibility programs are designed to stimulate
interest in local, state, national and international problems. Examples
of cultural programs are the American Musical Theater; the Beethoven
Festival and General Semantics. Urban extension programs are designed
to solve problems arising from population growth, sociological changes,
urbanization and technological advances by providing consultative serv-
jces to governmental and voluntary agencies as well as individuals. Ex-
amples of offerings are Dilemmas of United States Foreign Policy and
the Negro in American Society.

Radio and television programs consist of filmed and typed extension
programs which are made available to citizens in nonmetropolitan areas
of the state and which also assist in meeting the problem of increased
student population and shortages in staff. Two projects are currently
operational, the San Francisco Medical Radio Network and the Los
Angeles Medical Television Network. Programs in low density areas of
the state provide opportunities for continuing adult education in areas
which preclude recovery of costs of programs from fee inecome. Pro-
grams that have been requested are for training of school nurses in
Santa Maria and public administration courses in Modesto.

Planning and development are needed for the study of new programs.
Such fields needing study as possible course offerings are systems de-
velopment and aerospace activity. Maintenance of the statewide charac-
ter of University Extension as well as administration of its contracts
and grants necessitate adequate general administration provisions.

In conclusion, the University’s report on a new method of determin-
ing state support states that three of Extension’s program areas will not
require state support; these are professional programs, eultural pro-
grams and citizen responsibility. State support will be needed for pro-
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grams in low density population areas, radio and television, administra-
tion and planning and development.

Recommendations

- We recommend approval of the University of California’s Extension
budget wn the reduced amount of $14,417,887 for a net reduction of
$781,052 in state support.

The Governor’s Budget provides for $969,218 in state support for
University Extension. We recommend that the state only provide sup-
port in the amount of $188,166, which is for the proposed increase in
University Extension programs in low density population areas. This
level of support would allow a $781,052 reduction from the proposed
extension budget of $15,198,939 to $14,417,887. :

University Extension has demonstrated its ability to perform as a
self-supporting educational program of the University of California.
Despite a gradual reduction in state support from 16.07 percent in the
1958-59 budget to 7.2 percent in the 1966—67 budget, University Exten-
sion programs have continued to grow and expand. In 1966 it is the
largest education organization of its kind with over 9,000 faculty mem-
bérs, lecturers and administrative personnel serving its student clientele
through the presentation of more than 6,300 courses, seminar confer-
ences and special programs.

In our analysis, the only program offered by University Extension for
which there is justified need for state support is that offered in low
density population areas which do not have the ability to finanee such
a program. Estimated nonstate revenues derived from student fees,
gifts, government contracts and grants for University Extension in
1967-68 total $14,024,417. This amount is only $393,470 less than our
recommmended budget. »

To offset the decrease in state support, University Extension can:
(1) increase fees to pay for its desired expansion, (2) draw on its re-
serves. Two recent fee inereases have occurred, one in 1964 and the
other in 1966. In 1964 fees for two and three unit classes were raised by
$5 per unit. Table 41 indicates that in 1964-65 FTE enrollment in-
creased by 11.9 percent. Hence, it appears that the fee inerease did not
inhibit student enrollment.

Fees were again increased in the fall of 1966 in conjunction with the
change from the two semester to the three quarter calendar as shown in
Table 42. The 1967-68 enrollments are expected to increase 7.7 percent
despite this fee increase.

Table 41
Five-year Enrollment Data
Year FTE students Increase

1963-64 (actual) 14,500 .
196465 (actual) 16,283 11.9%
1965-66 (actual) 18,259 12.1
1966—67 (estimated) 19,373 6.1
1967-68 ( estimated) 20,865 7.9
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Table 42
1966 UE Fee Increase

(Due to change to quarter system)
Fee per hour

Number of Semester fee Quarter fee of instruction
units . per unit? per unit Semester Quarter
One $20 $20 $1.33 $2.00
Two 35 29 1.16 1.45
Three 45 37 1.00 1.23
Four __ — 45 —— 113
Five __ 53 — 1.06

2 Semester and quarter units are equal to 15 and 10 hours of instruction, respectively.

The second alternative available to University Extension to offset the
reduction of state support if it desires to expand its program is to draw
on its reserves. University Extension reserves are reported to total
$969,218. This amount has been accumulated from $250,000 in state
funds and $719,218 in nonstate funds. There is a third alternative of
eliminating marginal classes or other offerings.

10. Other Public Service Programs

This category includes several public service programs not related
to either Agricultural Extension or University Extension which are
relatively minor in scope. These programs directly fulfill the Univer-
sity’s public service function as designated in the Master Plan.

Budget Request Increase
1966-67 1967-68 Amount Percent
$1,519,478 $1,672,108 $153,630 10.1

The proposed increase of 10.1 percent is provided from University
sources. The other public services program budget represents 0.4 per-
cent of the total support budget and is comprised of 19.4 percent of
state funds.

A. Workload

The workload increase of $153,630 is derived from student incidental
fees and revenues generated from the activities themselves. Art gallery
operations at Berkeley and UCLA, funded largely from student ineci-
dental fee income, will increase an estimated $87,784. An expanded
arts and lectures series at Santa Barbara is expeected to require an
additional $40,068, funded with ticket sales.

Activities at other campuses financed from incidental fees will in-
crease by $25,778. The following table shows that 69 percent of the
other public services budget for 1967-68 will be expended for arts,
lectures and conferences.

Table 43
Other Public Service Programs

1967-68
Arts, lectures and conferences. $1,153,317
Public service programs—agriculture 104,549
Professional publications 81,685
Vocational education 164,775
Museums and laboratories 136,597
Other 31,185
Total $1,672,108
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Recommendation

No reduction in workload is recommended pending further review.

11. Maintenance and Operation of Plant

The expense of repair, maintenance and operation of the physical
plant at the nine University campuses plus the medical schools are
the main components of this budget category. Operation costs include
such activities a§ police protection, building and grounds maintenance,
utilities, refuse disposal and other similar expenses.

Budget Request
Increase
196667 196768 Amount Percent

$21,799,319 $23,868,27% $2,068,960 9.5

The proposed budget for maintenance and operations is 6 percent
of the total support budget. The budget increase is 9.57 percent or
$2,068,960. State support provides 93.1 percent of the maintenance
and operations budget.

A. Workload

The workload increase of $2,068,960 for 1967—68 is based on an
estimated 5.8 percemt inerease in gross outside square feet and .in-
creased utility costs. Unit cost for utilities will rise from 24.3 cents in
1966—67 to 27.2 cents per square foot in 1967-68, Although high initial
costs for the new campuses will decline moderately, unit cost for the
seven established campuses will rise to accommodate the following:
(1) a new central plant at Davis, (2) an improved electical distribu-
tion system at Santa Barbara and (8) the continuing expansion of
research equipment, mechanical ventilation and refrigerated air-con-
ditioning on all campuses. Air-conditioned building area is proposed
to increase by 18.5 percent over 1966—67 from 36 percent to 40 percent
of total maintained .area with a minimum utility cost of 34 cents per
square foot for new area versus the present average of 24.3 cents for
existing space.

The Department of Finance calculated the workload increase on the
basis of maintaining the current year (1966-67) cost per square foot plus
allowing the requested increase in unit costs for utilities. For instance,
at the Lios Angeles campus the number of gross outside square feet
will inerease by 284,981 to a total of 6,300,043 square feet. The increase
multiplied by the 1966-67 cost per square foot of 83.87 cents gives
$239,014. This amount added to the increase in utilities caleulated by
multiplying total number of gross square feet by 2.95 cents ($185,851)
totals $424,865. The Department of Finance granted the full workload
request in the regents’ budget for the new campus of Irvine and the
California College of Medicine. Combined unit costs will rise 3.4 per-
cent from the 98.6 cents per square foot to 101.91 cents. This increase
is largely attributable to the Irvine, Santa Cruz and the California
College of Medicine, These campuses will experience a more intensive
use of their facilities which will cause a corresponding inerease in
maintenance effort per square foot.
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Table 44
Maintenance and Operation of Plant 1967-68
Budgeted Unit Costs by Function and Campus

1967-68 proposed Outside gross
unit cost per square feet

Campus square feet 196768
Berkeley _. 88.05¢ 7,100,137
Davis 107.29 3,387,830
Irvine 180.30 509,665
Los Angeles 86.82 6,300,043
Riverside 114.19 1,467,707
San F'rancisco . 116.82 1,056,846
Santa Barbara . 123.58 1,642,900
San Diego 129.81 1,421,819
Santa Cruz . 148.49 417,009
California College of Medicine 159.33 117,795

All campuses i 101.91 23,421,751

B. Performance Analysis

The budgeted amount of $18,320,346 for maintenance and operation
in 196566 was exceeded in actual expenditures by $33,476. The total
expenditure for this budget category during 1965-66 fiscal year was
$18,655,092. The percent difference between actual and budgeted
square feet was 1.28 percent. Actual cost per square foot was 95.8
cents rather than the budgeted amount of 95.2 cents.

Table 45

Maintenance and Operation
-Actual Unit Costs by Function

1965-66
Unit cost per
) square foot
Function actual
Superintendence . ________________ 4.7¢
Building maintenance 18.2
Grounds maintenance e 10.7
Janitorial service 24.1
Police 6.3
Refuse disposal 1.9
Utilities 24.2
Miscellaneous 15
Major repairs and allocations _.——___—_____ 4.2
Unit cost for total expenditures —__._.______ 95.8¢
Table 46

Maintenance and Operation Comparison
of Actual to Budgeted Unit Cost by Campus

1965-66

) Unit cost per square foot
Campus Budgeted Actual
Berkeley 82.7¢ 81.8¢
Davis __- 102.2 98.7
Irvine 158.2 149.4
Los Angeles 82.3 87.2
Riverside —- 111.7 116.5
San Francisco 113.8 119.7
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Table 46—Continued

Item 89

Maintenance and Operation Comparison
of Actual to Budgeted Unit Cost by Campus

1965-66
Unit cost per square foot
Campus Budgeted Actual
Santa Barbara __ 1151 122.8
San Diego 1274 118.9
Santa Cruz 180.1 181.7
All campuses __ - 95.2¢ 95.8¢
Table 47
Maintenance and Operation Comparison
of Budgeted to Actual Outside Gross
Square Feet
1965-66
Percent
Campus Budgted Actual Difference
Berkeley . ____ $6,817,000 $6,756,000 —0.89%
Davis . ________ 2,626,000 2,702,000 2.89
Irvine o ___ 392,000 415,000 5.87
Los Angeles . _____ 5,234,000 5,234,000 —
Riverside - _________ 1,146,000 1,093,600 —4.62
San Francisco __________ 957,000 778,000 —18.70
Santa Barbara ________ 1,209,000 1,138,000 —5.87
San Diego e _____ 1,103,000 1,122,000 1.72
Santa Cruz —____________ 173,000 168,000 —2.89
All Campuses __——_____ $19,657,000 $19,406,000 —1.289,

The following trend analysis illustrates the University’s rapid
growth in physical facilities during the last six years. From 1962-63
through 1967-68, if the estimates are realized, Un1vers1ty facilities
will have expanded by 67.8 percent,

Table 48

Qutside Gross Square Feet

1962-63—1967-68

Total outside
gross squore

Year feet
1962-63 13,947,062
1963-64 15,172,177
1964-65 16,840,000
1965-66 19,406,000
1966-67 (est.) o ____ 22,121,882
1967-68 (prop.) ———— 23, 421 751

C. Recommendations

Year-to-year
percent increase

5.89
8.8

©11.0
15.2
14.0
5.9

No reduction in workload is recommended pending further review.

The cost per square foot has increased from 95.8 cents in 1965-66 to
an estimated 98.6 cents in 196667 to a proposed 101.91 cents in
1967-68. The cost per square foot for maintenance and operation is
estimated to increase 2.8 cents in 1966-67 and 3.31 cents (proposed)
in 1967—68. Concurrently, gross outside square feet have increased from
19,406,000 to an estimated 22,122,010 in 1966-67 to a proposed 23,421,-
751 in 1967-68. In 1966—67 the cost per square foot is estimated to in-
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crease 3.3 percent and gross square feet 14.0 percent while the 196768
cost per square foot is proposed to increase 3.4 percent and gross square
feet 5.9 percent. From these facts it seems apparent that some economies
of scale are being experienced as the University expands. The more
intensified use of the newer campus by their stéadily increasing student
population is offsetting the economies of scale being experienced by
the more mature campuses. In addition, the continued expansion in the
use of refrigeration air-conditioning and research equipment is causing
a steady increase in utility charges.

12. Student Services

The variety of programs included in this budget category are gen-
erally classified according to their source of funds. Restricted fund pro-
grams such as student health services, placement, student counseling,
recreation facilities and housing services are financed from student
revenues, mainly the student incidental fee. Financed from the State
General Fund are such University supported programs as the regis-
trars, admissions and Dean of Student Offices.

Budget Request

Increase
1966-67 1967-68 Amount Percent

$15,714,501 $16,764,679 $1,049,958 6.8%

The $1,049,988 workload increase is composed of $556,846 from Uni-
versity sources and $493142 from state funds. University revenues
raised largely from incidental fees account for 72.8 percent of the total
student service budget. This budget category is 4.2 percent of the total
state support budget.

A. Workload

The proposed workload increase of $1,049,988 is intended to maintain
the 1966—67 level of service, provide for administration of new federal
student aid programs and support additional admissions and registra-
tion cycles due to year-round operation.

From the $556,846 increase that is attributable to increased incidental
fee income, approximately $250,000 will be allocated to the placement
services, housing serviees, counseling services, cultural and recreational
programs and student activities. Approximately $300,000 of this amount
will be allocated to the student health services on the nine campuses.

‘Workload, as calculated by the Department of Finanece, is based on
maintaining the current year General Fund cost per student for the
increase in headcount enrollment on each individual campus. As an
example 377 new students are expected to enroll at the Berkeley campus
in 1967-68 (excluding the summer guarter). Workload inerease is deter-
mined by multiplying the increase in headeount enrollment (877 stu-
dents) by the 1966-67 General Fund cost per student of $52.23 for a
product of $19,690. A similar procedure was utilized for the computa-
tion for all the campuses. As in the other budget categories, special
consideration was given the two developing campuses of Santa Cruz
and Irvine. The total of these calculations produce a workload increase
of $493,142 for the nine campuses.
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B. Performance Analysis

An increase of $550,424 was expended over the budgeted amount of
$13,344,138 in 1965-66. Actual expenditures exceeded budgeted expend-
itures by 4.1 percent. Actual expenditures for student supported serv-
ices (restricted University funds) were $124.28 per student. Aetual
expenditures for state supported (General Fund) services were $58 32
per student.

The following table indicates that student supported service on a cost-
per-student basis have gradually increased since 1962-63. Concurrently,
state-supported services have shown a sharper increase since 1965-66.
The latter increase is largely caused by the increased administrative
work in the registrars and admissions offices generated by the change-
over from the semester to the quarter system. Expansion of various stu-
dent service and activity programs such as counseling service and educa-
tional placement caused by growth in student enrollments is the reason
for the increase in the former.

Table 49

Student Services per Student
1962-63—1967-68 *

Student State

Supported Supported
Year Services Services
1962-63 $97.91 $54.29
1963-64 101.23 52.19
196465 115.46 51.61
1965-66 124.28 52.30
196667 (®st.) 125.10 56.84
1967-68 (Prop.) e 122.66 58.32

1 Not including extramural funds.
C. Recommendations

No reduction in workload is recommended pending further review.

Headeount enrollment is estimated to increase 11.8 percent in 1967—
68. Student services is budgeted to increase 6.8 percent. The workload
increase appears to be commensurate with increased demand for stu-
dent service caused by expanding enrollments.

13. Staff Benefits

The employer’s share of various retirement programs, state compen-
sation insurance and a contribution toward the payment of employee’s
group health insurance comprise the expendltures of this budget cate-
gor

Y Budget Request

Amount
1966-67 1967-68 Increase Percent

$18,559,182 $21,255,182 $2,696,000 12 9

Over 99 percent of staff benefits are paid for from state funds Staff
benefits expenditures are 12.9 percent of the total budget. Proposed
total benefits for staff benefits consist of the following for 1967-68:
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Table 50
Proposed Total Staff Benefits for 1967-68
Budget request
Increase
. 1967-68 Amount Percent
Proposed total expenditures for staff
benefits include the following pro-
gram:
A. Retirement systems
University of California Retire-
ment System _____________ $13,829,990 $2,172,300 18.6
State Employees’ Retirement ] .
System 3,701,577 12,700 0.3
0.A.8.D.I. 607,879 —36,400 —5.6
Others (incl. faculty annuities) 549,036 — I
Total retirement systems
budget . $20,982,446 $2,366,100 12.7
B. Other staff benefits
Health insurance _.____.______ $1,891,000 $295,500 18.5
State compensation insurance 676,700 34,400 54
Total other staff benefits____  $2,567,700 $329,900 14.7
Total staff benefits—workload $21,255,182 $2,479,000 119

A. Workload .

Two retirement systems exist at the University. The majority of the
University’s employees participate in the University of California
Retirement System (UCRS). Nonacademic employees who were em-
ployed prior to October 1, 1961, may still be covered under the State
Employees’ Retirement System (SERS). There has been a gradual
transition of the proportion of nonacademic employees under the State
Employees’ Retirement System to the University of California Retire-
ment System due to the attrition rate of older employees from SERS.
The rate of this attrition is expected to be 5 percent. Employer contri-
bution rates are projected to increase from 6.87 percent to 7.11 percent
on July 1, 1967 and OASI increased from 4.20 percent to 4.40 percent
on January 1, 1967. Membership under OASI is declining 3 percent

annually. Table 51
able
1967-68
Retirement Programs
Employer Contribution Rates

. . Percent
University of California Retirement System 8.25
State Employees’ Retirement System 711
0.A.8.D.1. 4.40
Both S.H.R.S. and 0.A.8.D.I. i i 11.51

Other staff benefits include the group health insurance program and
state compensation insurance. Group health insurance will cover an es-
timated 84,471 full-time equivalent employees at a cost of $6 per month
per employee. State compensation insurance is estimated to increase by
$34,400. An increase in annuity provisions contained in provisions for
allocations will maintain University contributions for the 3 percent
tax sheltered faculty annuity initiated in 1966-67. The tax sheltered
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annuity is an investment program which may be utilized for employees
of certain nonprofit organizations to defer income tax on salary earned
currently until such time as the employee retires. In effect the employee
elects to defer taxation on retirement contribution until the retirement
years when larger exemptions are available, and when income and effec-
tive tax rates, would presumably be lower. The full year cost of the 3
percent annuity is established at $2,949,964 in 1967-68.

B. Performance Analysis

Actual 1965-66 contributions for TUCRS and SERS exceeded the
budgeted amount by $800,000. To ensure adequate funding for 1967-
68 the University has reviewed actual contributions and has determined
that a minimum of 81.7 percent of salaries and wages in Education
and General Expense must be financed under SERS or UCRS. The
proposed University budget for 1967-68 for Staff Benefits will meet
these past deficiencies.

C. Recommendations

No reduction in the workload is recommended pending further re-
view.

14. GENERAL INSTITUTIONAL SERVICES

A wide variety of administration type services are included within
this budget category. Examples of these services are clerical pools,
automobile pools, duplicating, mail and messengers, academic senate
expenses, publications, public information offices, health and safety
insurance and the University Dean of Educational Relations office.
Also included is the state subsidy for the University Press operating

expenses.
Budget Request

Amount
196667 1967-68 Increase Percent

$6,807,216 : $7,443,156 $635,940 9.3

The budget for general institutional services receives state support
of 69.3 percent and accounts for 1.9 percent of the total support budget.
There is a 9.3 percent workload increase of $635,940.

A. Workload

A $74,595 increase is largely attributable to self-supporting aectivi-
ties such as Davis farming operations and the library photographie
service. Also included are increased expenditures for the University
Press of $13,838.

In its workload calculation the Department of Finance allowed in-
creases for the academic senate, mail and messenger, receiving, publica-
tions, public information, environmental health and safety and other
totaling $561,345. On the seven established campuses workload increases
totaled $361,186 and the two new campuses of Santa Cruz and Irvine
have increases of $14,008 and $22,278, respectively. Universitywide ad-
ministration was allocated a $97,236 workload inerease and the Califor-
nia, College of Medicine received $39,628. The budget increase is broken
down in the following table:
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Table 52

General Institutional Services
1966-67 Workload Increase

New Established University-
Purposes ) campuses* campus wide Total
Maijl and messenger ... __ $8,979 $93,058 __ $102,037
Data processing _____________ . . $41,572 41,572
Public information __..________ — 5,100 __ 5,100
Academic Senate _____._______ 9,828 57,387 . 67,215
Publications _________________ 20,584 53,844 — 74,428
Health and safety ____________ 15,306 90,156 —_— 105,462
Receiving 8,598 62,867 — 71,465
Universitywide Dean of
Educational Relations _.____ — — 41,821 41,821
Governmental relations _______ __ __ 1,843 1,843
Insurance premium __________ __ — 6,500 6,500
Migcellaneous __.___.._________ _— __ 2,000 2,000
Actuary services _____________ — . 3,500 3,500
Agriculture — —1,226 . —1,226
Totals $63,295 $367,186 $97,236 $521,717
California College of Medicine 39,628
Grand Total $561,345

1 Irvine and Santa Cruz.
B. Performance Analysis

Actual expenditures for general institutional services in 1964-65
exceeded the budgeted amount by $2,170,469 or 42 percent. The budg-
eted amount was $5,166,004, while actual expenditures were $7,336,-
472, Approximately one-half of this difference can be attributed to the
transfer of the University Press from auxiliary enterprises to the gen-
eral institutional services budget category. The other half of the differ-
ence between actual and budgeted expenditures was provided for from
University sources. For the past three years actual expenditures have
exceeded budgeted amounts by 18.5 percent (1963-64), 21 percent
(1964-65) and 42 percent (19656-66). A variance of this size is in-
dicative of poor budgetary decisions at some point in the budget process.

C. Recommendations

No reduction in workload increase is recommended pending further
review.

Approximately $100,000 of the proposed workload increase will be
utilized to increase radiation safety personnel to meet health depart-
ment requirements for radioactive material licenses. In view of the
underestimation experienced in past budgets for general institutional
services, no reductions have been recommended in this 8.7 workload in-
crease. However, we encourage the University and Department of Fi-
nance to improve their budgeting technique for determining the budget
for general institutional services.

156. PROVISIONS FOR ALLOCATION

Many items that will be allocated among the campuses during the
fiscal year are contained in this budget category. These provisions for
allocation include such items as provisions for contingencies, endowment
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inecome unallocated, merit increases and promotions, provisions for price
inereases and budgetary savings.

Budget Requests

-1966-67 Workload 1967-68
Provisions for Allocation _______________ $12,654,590 $5,422,178 $18,076,768
Less estimated budgetary savings________ —7,797,200 —632,649 —8,429,749
$4,857,390 $4,789,629  $9,647,019
UCB, UCLA Summer Quarter : 3,981,667
$13,628,595

A. Workload

Workload increases for provision for allocations are comprised of
merit and promotions, a price increase and UCB and UCLA summer
quarters. Funds for merit increases and promotions for academic and
nonacademic émployees to continue current salary policies total $5,022,-
078. A provision for a price increase of $400,000 is requested as a work-
load increase. The amount is based on cost and price standards deter-
mined by the Department of Finance. Cost increases reflected elsewhere
in the budget are not duplicated. Budgetary savings will be increased
by $632,549.

Table 53
1967-68 Governor’s Budget
University Provisions for Allocation to Campuses

Provision for contingencies $410,600
Endowment income unallocated? : 1,060,354
Other . 157,956
Merits and promotions 1966—67 2 : 721,035
Academic merits and promotions 1967-683 _ : i 2,929,000
Nonacademie merits and promotions 1967-68 2 ] 1,392,600
Range adjustment funds at July 1, 1966 ¢ i 4,119,982
Provision for price increase 400,000
Budgetary savings ~8,429,749

1 Balance estimated to be available July 1 for allocation as needed during the year.

2 Available for academic and nonacademic merit increases and promotions effective after July 1, 1966.
3 For allocation to campuses in 1967-68.

4 Was allocated to campuses subsequent to July 1, 1966.

For the 1967 summer quarter at Berkeley, $3,309,6569 is requested
from state funds to maintain the existing standards of support budg-
eted for the other three quarters of the year. These funds will provide
for the initiation of year-round operations at the University of Cali-
fornia. At the Los Angeles campus an estimated 3,442 FTE enrollment
will require an additional 224 FTE faeulty at an average salary of
$11,523 and supporting funds at the currently budgeted level of $5,338
per FTE plus $6 FTE teaching assistants. At the Los Angeles campus
$671,917 is budgeted for 1/6 (the first two weeks) of the 1968 summer
quarter for an estimated enrollment of 3,213 F'I'E students. The 12-
week summer quarter will require 188 FTE faculty and an average
salary of $11,273, supporting funds at the currently budgeted level of
$5,314 per FTE faculty and 56 teaching assistants.
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: Recommendations

No reduction in the workload is recommended pending further re-
view. : A

Increases for academic and nonacademic merits and promotions are
in accordance with established policy and past performance. The pro-
posed price increase is based on Department of Finance standards. Ini-
tiation of summer quarters at UCB and UCLA has been preceded by
adequate planning and we have consistently supported the concept of
year-round operations.

POLICY OPTIONS
1. Faculty Workload .

There is no evidence of a single, explicit definition of faculty work-
load for the University of California. The criterion for faculty appoint-
ment and promotion as discussed in the University of California Faec-
ulty Handbook identifies the components of such a definition: ‘(1)
evidence of teaching competence; (2) evidence of research contribution
or of other creative attainment; (3) University and publie service ; and
(4) evidence of professional recognition.”’ Nor is there evidence of a
clearly defined method of determining teaching workload other than the
following statement from the University Handbook: ‘‘The teaching
load is intended to be moderate, to provide time for fulfilling other obli-
gations, the most evident of which are research and creative activities,
professional improvement, and scholarly activity.’’

Before criticizing the University for this apparent vagueness and
lack of definite direction concerning its.most important functions, in-
struction and research, it should be realized that most universities and
colleges have similar difficulty in defining faculty workload. A general
reluctance is apparent among all institutions of higher education to
exchange information concerning their workload which they regard as
confidential. There also seems to be very little published material on
this subject. :

Two methods are generally used to measure faculty workload and
both have certain inherent flaws. One method is the faculty time survey
which indicates the amount of time a faculty member spends perform-
ing the various activities considered to be part of his work. The second
method is a measure of actual instructional or course work which is
related to some quantitative basis such as student contact hours. The
latter method is not reflective of true workload because it does not take
into consideration other activities that are expected of the faculty mem-
ber. It is doubtful whether the former method is a valid measure of
workload because, in most instances, the individual faculty member is
judging his own time and certain built-in bias may be contained in his
judgment. For instance, it is accepted that each hour of class teaching
necessitates two hours preparation. Without giving real thought to the
amount of time he spends preparing for the course he has taught for
two years, he would probably still feel that he is spending two hours in
preparing for that class. Evaluation of both methods is needed to assess
faculty workload.
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The TUniversity of California’s investigation of faculty time con-
ducted in the fall of 1960 indicates the faculty workweek averaged 54
hours which were distributed as follows: :

Teaching
Organized class 97 hours
Tuatorial instruction

Counseling

Administration

Public Service

Sub-Total
Research _
Professional activity

=
HP@I ok oot

Total 54

This time survey is illustrious of the several elements of workload.
Instructional assignments may include individual tutorials and super-
vision of postdoctoral and thesis research, seminars, conventional
courses, laboratory courses and lecture courses. Table 54 shows the per-
centage distribution of faculty time among teaching, research, admin-
istration and publie service.

Table 54
Percentage Distribution Faculty Time

University of Adminis-

California—Fall 1960 Teaching Research tration  Public Service
Professor . 53% 25% 209% 29,
Associate Professor __________ 54 27 17 2
Assistant Professor __________ 57 31 10 2
Instructor o __ 54 41 3 2
All ranks 61 26 11 2

Contact hour data for the five general campuses for both regular and
irregular faculty is provided below in Table 55. Faculty contact hours
are calculated by combining the hours per week spent in organized
classes and the hours per week spent supervising individual graduate
students in tutorial courses. Irregular (largely part time) faculty are
not included in the regular faculty ranks and often function as lec-
turers. The average number of contact hours for regular and irregular
ranks at the five general campuses is 9.08 and 11.26, respectively. The
frequency distribution of contact hours indicates that 42 percent of the
regular ranks and 64 percent of the irregular ranks have teaching
loads of nine or more hours per week. The distribution of contact hours
might lead to an erroneous conclusion regarding the 22 percent of the
regular rank faculty who have teaching of three or less than three
hours per week. Faculty members serving as department chairmen or on
major Academic Senate committees generaily have a reduction in their
workload which is not reflected in the proportion of time budgeted to in-
struction. Thus, there are faculty members budgeted 100 percent to
Departments of Instruction and Research who have both academic ad-
ministration duties as well as instructional duties. Among the 13 per-
cent of the irregular ranks teaching three or fewer hours per week are
distinguished visiting scholars who have come to teach only one course.
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Table 55
Average Number of Faculty Contact Hours Per Week Full-Time Faculty
Fall 19651
: Percent faculty contact hours
Five general Contact  Full-time Average Less than 15
campuses 2 hours faculty hrs/wk 3 3 6 9 12 and over

Regular ranks _ 24,703.42 2,721 9.08 49, 18% 36% 20% 10% 129%

Irregular ranks 5,5630.41 491 11.26 29, 119 239 23% 21% 20%

1Faculty contact hours are defined here by adding together the hours.per week spent in organized classes and
hours per week spent supervising individual graduate students enrolled in tutorial courses for credit. One
contact hour per week is credited for each graduate tutorial enrollee.

2 Berkeley, Los Angeles, Davis, Santa Barbara and Riverside.

Table 56 indicates the average number of contact hours per week for
the faculty at the five general campuses from the 1962 to 1965. From
this table it is apparent that faculty workload has remained virtually
constant throughout this recent period.

Table 56
Average Number Faculty (Regular Rank) Contact® Hours
1962-1965
1962 1963 1964 1965
Berkeley 9.6 9.3 9.2 9.7
Los Angeles . . 91 8.9 9.1 9.0
Santa Barbara 9.3 9.8 9.6 8.2
Davis 9.0 9.4 9.1 8.7
Riverside 9.5 11.0 8.7 8.4
Five Campus Average..______________ 94 9.3 9.2 9.1

1 See Footnote to Table 55 for definition of contact hours.

From a strictly financial point of view, it is clear that an increase in
faculty workload would result in both lower unit costs, i.e., average cost
per student, and total costs, i.e., total operating budget. This premise is
based on the two assumptions that the quality of instruction is constant
and an increase in instruction time will increase physical output. Unfor-
tunately, the latter two assumptions are not substantiated by actual ex-
perience. If an across-the-board increase in faculty teaching load were
instituted, those faculty members who already have instructional loads
of over nine contact hours per week would be unduly burdened and
their instructional capacity would probably suffer. To add to the teach-
ing workload of faculty members who have 9 to 12 contact hour teaching
load without concurrently reducing other demands on faculty time
would produce an intolerable situation in view of the estimated 54
hour work week in the faculty time survey. Additional hours devoted
to teaching in some subject areas have no measurable benefit because
there would be no increased demand for instruction in this subject. An
example of this situation would oceur in the case of foreign languages
or certain very specialized courses. Increased teaching workload might
necessitate transfer of some faculty from the mature campuses of
Berkeley and Los Angeles to the younger campuses. This would repre-
sent a short-term economy when moving expenses and relocation allow-
ances are considered.

From the foregoing discussion it should be obvious that a rather sim-
ple arithmetic endeavor of increasing faculty workload will lead to
erroneous conclusions concerning the amount of savings to be derived
from the decreased need for additional faculty. An arithmetic approach
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does not evaluate the beforementioned variables of faculty workload or
the institutional character of a multicampus university such as the dif-
ferent areas of academic emphasis, different patterns and methods of
instruction and different proportions of classroom and laboratory work.
Nevertheless, it is apparent from the figures provided by the University
concerning their workload in terms of contact hours that 58 percent of
their regular faculty and 36 percent of their irregular faculty have a
teaching load of six or less contact hours per week. This fact causes
several critical questions to arise. If other demands on faculty time
were lessened, could the teaching load of these faculty be increased,
thereby reducing the need for more faculty and the demand for new
positions and salaries paid from the state General Fund? When a cam-
pus such as Berkeley has a student faculty ratio of 1:14.74, why must
lower division classes sometime have several hundred students in them ¢
‘Why must a student in the lower division at Berkeley spend 38.6 per-
cent of his classroom hours being instructed by teaching assistants?
‘What should be the proper balance between time devoted to research
and teaching ¢ These questions are justly asked by students, legislators
and the general public. Much of the confusion and suspicion surround-
ing faculty workload might be ameliorated by a more concise definition
of workload and an accurate method of determining teaching workload.

Recommendations

We recommend that the University of California in cooperation with
the Coordinating Council of Higher Education formulate a concise
definstion of faculty workload and develop an accurate method of de-
termining faculty teaching load. This method should be developed in
time to incorporate in the 1967-68 budget and reported to the Joint
‘Legislative Budget Committee by November 1, 1967.

This recommendation is not intendedt to produce a rigid codifica-
tion of faculty workload requirements but, rather, to stimulate an in-
vestigation of a problem that is basic to the existence of the University
—the quantity and quality of faculty instruection. The utility of this
approach and the uses of faculty workload data are many. Accurate
data can be used to assess general efficiency and economy of operation,
provide objective criteria for determining workload based on known
imputs, provide justification for salary increases, allocate University
resources, stimulate experimentation, plan for future expansion and
provide comparable information for comparison with other institutions
of higher education. In view of the general reluctance of institutions of
higher education to provide this type of information, the University
should take the lead in solving this problem.

It is advantageous to everyone, whether he be a legislator, University
professor, administrator or interested citizen to have a better under-
standing of what constitutes faculty workload.

2, Average Cost per Student

The Master Plan for Higher Education in California states that ‘‘a
careful assessment of cost factors is necessary to provide an adequate
basis-for planning . . .”’ The same assessment of cost factors is neces-
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sary today to provide some indication of the economical operation of
our higher education institutions as well as to determine whether our
educational plans are being fulfilled.

In view of the widely divergent cost per student figures that have
been quoted, which range from $1,500 per student to $3,000 per stu-
dent, we feel it is appropriate to focus attention on this one indication
of umt operating costs. Although average cost per student is only a
simple arithmetic mean, it has valid use in illustrating historic cost
trends as well as efﬁcwney in operation. Pragmatically, the main utility
of an average cost figure is that its value and qualifications are well
known and, secondly, it is constantly used by the general public as well
as legislators.

At the request of the Legislative Analyst the University prepared
average cost per student data based on the definition of ‘‘institutional
expense’’ contained in the Master Plan. Because institutional costs
represent the total instructional expense within the institution, 11: serves
as an index of the cost of educating students.

The University calculated institutional costs per student in accord-
ance with the preceding definition. Their computation includes the
budget categories of instruction and departmental research and student
service. Prorated shares of the following budget categories are included:
85.0 percent of library costs, 41.8 percent “of general administration
costs, 43.5 percent of 1nst1tut10na1 services, 47.0 percent of maintenance
and operation costs, and 53.1 percent of staff benefits. The basis for
these prorations is that expenses not generated by direct contact with
students or in support of that contact should not be included in a cost
figure representing instructional expense. According to the definition of
“‘institional expense’’ the following budget categories were excluded
from the computation of institutional costs per student: summer ses-
sions, extension and public service, organized activities, organized re-
search, auxiliary enterprises and student aid.

Table 57 shows two cost columns: total University cost per head-
count and state cost per headcount. The latter cost figure represents
University expenditures only from the State of California General
Fund within the defined budget categories. The former represents Uni-
Ver51ty expend1tures from all sourcs within the defined budget cate-
gories.

Table 57
Institutional Costs per Student
Unweighted
1957-58 to 1967-68
Total University State
Academic year cost per headcount cost per headcount
1957-58 $1,240 $1,080
1958-59 1,340 1,050
1959-60 1,440 1,180
1960-61 1,510 1,290
1961-62 ..___ 1,500 1,310
1962-63 . : 1,620 1,310
196364 _. : 1,720 1,340
1964-65 : 1,770 1,390
1965-66 1,940 1,450
196667 (est.) 2,010 . 1,490
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Table 58
Institutional Costs per Student
Weighted
1957-58—1966-67
Total University State
cost per weighted FTH cost per weighted FTE
Acadeniic year current § current §

195758 __ $820 $710
195859 860 670
1959—60 920 - 760
1960-61 960 820
1961-62 950 820
1962-63 1,030 830
1963—-64 . 1,080 840
1964—65 1,110 870
196566 1,210 910
196667 (est.) —————_________ 1,270 940

Table 58 shows the institutional cost per student on a weighted FTE
student basis. Weighted FTE enrollments are derived from headcount
enrollments by weighting the FTE enrollments by the level of student.
These weights (1.00 for lower division, 1.50 for upper division, 2.50
for first stage graduates and 3.50 for second stage graduates) reflect
the greater faculty and staff effort required for upper division and
graduate level instruction. These weights represent the enrollment and
costs per student in terms of FTE lower division students. The Uni-
versity cost per weighted FTE in 1966-67 for each level of student
would be as follows:

Lower division _ $1,270 X 1.00 = $1,270
Upper division __ - 1,270 XX 1.50 = 1,905
1st stage graduate 1,270 X 2.560 = 3,175
2nd stage graduate - 1,270 X 350 = 4,445

UNIVERSITY OF CALIFORNIA

By means of a composite index the University was able to deflate the
average cost per student for each year to 1957-58 constant dollar
value. The 1966-67 total University institutional cost per headcount
student in constant 1957-58 dollars is $1,470; the 1967 state cost per
headcount in 1957-58 constant dollars is $1,090. The 1966-67 total
University institutional cost per weighted FTE in 1957-58 constant
dollars is $930; the 1966-67 state cost per weighted FTE student is
$690 in 1957-58 constant dollars.

The state’s institutional cost per student is $1,470 and the state contri-
bution per student is $2,979 ($240,670,242 — 80,777 FTE students).
‘We believe that the difference between these two figures should be iden-
tified. This constant dollar measure reflects not only price increases but
also salary inecreases.

In our opinion average cost data should :

1. Represent the total instructional expense within the institution
and thereby serve as an index of the cost of educating students.

2. Show the total cost of having one student attend the University
for a year,
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3. Reflect the cost to the state of having one student attend the
University for one year.

4. Enable the state to identify what it is paying for.

5. Permit identification of costs that are not directly student related
or indueed.

6. Fulfill the need for a budgetary standard that will reflect the
degree of economy in total University expenditures as well as
state support.

7. Allow the identification of the cost of instruection, research and
public service as well as the increased benefits to each to be de-
rived by increasing the level of programs or establishing new
programs.

Recommendations

We recommend that the University of California en cooperation with
the Coordinating Council for Higher Education develop average cost-
per-student data which will satisfy the preceding eriteria and submit
it in the form of a report to the Joint Legislative Budget Committee
by November 1, 1967.

This report should contain information of the type of base used,
whether it be the total University budget, the state support budget or,
both. If costs for each budget category are prorated between student-
induced costs and non-student-induced costs, the method of proration
should be outlined. The unit, whether it be FTE students, headcount
enrollment or weighted students, should be clearly defined. If the aver-
age cost is adjusted to indicate price inflation from a base period, agree-
ment should be reached on the composition and type of price index to
be used. An accurate and well substantiated average cost per student
figure will be an advantage to everyone concerned with the costs of
higher education.

8. Student-Faculty Ratios

In the Plan for Growth of the University to 1976 and Beyond an
instructional workload formula of 28 weighted students to 1 FTE
faculty is designated as a guide to the University and its campuses.
The plan states:

The quality of instruction and of programs throughout the Uni-
versity must be maintained and improved wherever possible. To
help achieve this goal the instructional workload per faculty member
on the several campuses must be held to a responsible maximum. The
instructional workload now at Berkeley should be the maximum in-
structional workload on any fully mature campus within the Uni-
versity (28-to-1 weighted ratio—Feb. 7, 1966).

The utilization of this weighted ratio to determine the number of
new faculty necessitated by increased student enrollments was ex-
plained in the workload analysis for the instructional and departmental
research buvdget category. In summary, the formula allows for the ap-
plication of a 28-to-1 ratio to the inecrement of new students to deter-
mine the additional faculty need each year.
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Presently, the average weighted ratio of the six general campuses of
the University is 25.85. This ratio indicates that the University has
not reached its intended goal. Special consideration has been given the
younger campuses to facilitate their orderly growth to maturity. The
following table shows the proposed ratio for each eampus in 1967-68.
As can be seen, Riverside, San Diego and Santa Barbara have ratios
below the Un1vers1tyw1de average. Only the Berkeley campus has
reached the goal of 28:1.

Table 59
Student-Faculty Ratios
1967-68
Campus Weighted - Unwetghted
Berkeley 28.13 14.76
Davis? 25.78 15.96
UCLA.? 27.73 ) 1587
Riverside 21.87 12.84
San Diego 2 e 21.27 i 1140
- Santa Barbara 23.07 - 16.10

1 Excludes veterinary medicine.
2 Excludes medical centers.

Budgetary savings could be induced by accelerating the growth of
all campuses to the achievement of the 28 to 1 goal. It is apparent that
‘some such measure as this is implied in the proposed 10 percent reduc-
tion imposed by the budget. This acceleration would reduce the number
of new faculty members needed. Reducing the number of new FTE
positions would, of course, reduce the need for additional salaries and
support funds, and, thereby, induce a substantial saving for the state.
If the Universitywide weighted ratio were increased from its present
25.85 to 27.00, 165 new positions could be deleted from the proposed
270 new positions contained in the Governor’s Budget. Savings induced
by adopting this policy would total $2,497,110. This amount is composed
of $1,633,500 in salary savings ($9,900 X 165) and $863,610 in support
funds ($5,234 X 165). Table 60 illustrates the number of new faculty
needed for 26:1, 27:1 and 28:1 and the difference from the proposed
budget number.

Table 60
Comparison of Faculty Necessitated by Weighted Ratios
) FTE increase
Weighted Weighted FTE Total FTE or decrease Difference
Year © ratio enrolIment faculty (from 66-67) (from 67-68)
196667 . _-__ 2585 125,329 4,848 (base) (vase)
196768 o _ 26.13 133,725 5,118 +-270 —
1967-68 27.00 133,725 4,953 +105 —165
196768 28.00 133,725 4,776 —72 —342

Arguments Pro and Con

Arguments for the adoption of the policy of acceleration to the
planned growth goal of the 28 to 1 weighted ratio are largely fiscal.
Approximatey 62 percent of the total funds expended by the University
are for salary and wage payment. By accelerating the growth rate of
all campuses to achieve the 28 to 1 ratio, the number of new faculty
would decrease and substantial salary and support savings would occur.
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Arguments against the adoption of accelerated growth to reach a
27:1 or 28:1 ratio are:

1. This policy would either increase the faculty workload (instrue-
tors would teach more classes) or increase classroom size (more students
would attend each class). If this were accomplished without careful
analysis the present quality of instruction could be reduced.

2. The development of curriculums could be curtailed on the younger
campuses. On the younger and smaller campuses departmental develop-
ment would probably be curtailed. The number and type of course
offerings might have to be decreased for those disciplines for which
there ig less immediate demand.

3. The transfer of faculty would offset savings in the long run. If
less than a 28 to 1 ratio were adopted, it would be necessary to transfer
faculty from the mature campuses to the relatively new campuses. The
cost to the state for moving expenses would be high and would offset
the immediate salary savings. It is certain that faculty morale and
retention would be affected.

4. The student-faculty ratio, by itself, is not a proper assessment of
the efficient operations of the University. The use of a simple index
is not in itself an adequate measure of overall efficiency of the Uni-
versity. A single index does not consider the variable of each campus
such as different academic emphasis and different methods of instrue-
tion. Unfortunately, there is no single indicator' much less a com-
bination of indices, to which we can turn for a proper assessment of
the economical and efficient operation of the University. In the final
analysis, the educational output consists of new knowledge generated
and the number of degrees granted each fiscal year, the quality of which
can be assessed externally, and, in the case of the University, the qual-
ity rating given to the present output by independent scholarly bodies
is extremely high.

4. Research

In the Academic Plan of the Unsversity of Oa,lo,forma, 196676, it
states that ‘‘A primary resp01181b111ty of the Un1vers1ty is the educa-
tlon of its students. A second major responsibility is research, which
is intimately connected with University teachmg, especially at the ad-
vanced graduate level.”’ ' As California’s ‘‘primary :state-supported
academic agency;’’ so designated by the Master Plan, the University
of California has become one of the major centers of advanced research
in this country.

Financial support of research at the University comes ‘from three
main sources: the state, private individuals and agencies and the fed-
eral government. State appropriations play a fundamental role in sup-
porting research by the University by providing for faculty salaries,
development of campus, libraries, laboratories, research equipment, or-
ganized research units, faculty research and travel grants and special
research in agriculture, forestry and veterinary medicine. Private gifts
are usually restricted to specific purposes such as the Jules Stein Eye
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Institute at UCLA. Federal funds provide the greatest support for
research and are largely restricted to the physical, biological and med-
ical sciences, agriculture and engineering with little emphasis on the
social sciences and humanities.

Table 61 indicates the growing role of research at the University for
selected fiscal years from 1954-55 to 1964-65. During this 10-year
period. the expenditures for research have increased 314.7 percent, from
$81 million to $337 million. In 1954-55 research expenditures were
28.3 percent of the total University budget and in 1964-65 they were
56.9 percent of the total budget. By comparing the increase in state
expenditures for the same period, it is seen that the state appropria-
tions have increased at a slower rate than federal funding. During the
same period federal funds have increased from 46.4 percent of the
budget to 53.7 percent of the total budget. Expenditures from federal
funds increased 368.5 percent during this 10-year span. State funds
inecreased 229.5 percent.

Administration of research programs is conducted through the reg-
ular academic departments, Agricultural Experiment Stations and
separately organized research units such as institutes and bureaus.
These latter research organizations cut across departmental lines to
facilitate interdisciplinary research. However, organized research units
are supposedly not regarded as permanent administrative entities, but
are to be discontinued as the research emphasis changes. The Berkeley
campus alone has 65 different research units which range from an agri-
cultural research station to zoology research—fisheries. In addition
there are 99 additional research units on the other campuses. These
include research laboratories of the University such as the Brnest O.
Lawrence Radiation Laboratory at Berkeley and Livermore, the Bodega
Marine Liaboratory and the Lick Observatory at Mt. Hamilton. BEx-
amples of nearly two dozen principal field and research stations are the
Antelope Valley Field Station and the Philip 1. Boyd Desert Research
Center. There are also 18 agricultural and forestry field stations and
laboratories and agricultural field stations serving the state’s 58 coun-
ties. The research funds allocated to academic departments and the
basic support for organized research units are supplied to a large de-
gree by the state. State funds administered with the advice of the
Committee on Research of the Academic Senate support general re-
search projects which might not have been initiated because of lack
of financing. These funds act as core support to attract other sponsors,
either from the federal government or private agencies. ’

The actual state support for organized research in 1965-66 and the
proposed amount in 1967-68 are shown in Table 62.

374




Table 61

TOTAL UNIVERSITY RESEARCH AND ALL OTHER EXPENDITURES
(selected fiscal years)

Total University Expenditures 1954-55 1956-57 1958-59 1960-61 1961-62 1962-63 1963-64 1964-65
Organized research $25,600,410 $31,266,646 $39,409,981 $59,169,089 $69,590,435 $83,084,747 $92,437,049 $102,745,770
All other expenditures __ .. ___ 65,013,878 84,103,895 110,786,168 149,006,985 165,757,518 191,257,341 224,846,410 255,481,310

Total $90,614,288  $115,370,641  $150,196,149  $208,176,024  $235,347,958  $274,342,088  $317,283,459 $358,227,080
Special fedéral research operations—AEC..._ 55,882,777 90,697,681 132,677,790 184,033,678 224,970,623 235,968,153 246,474,581 235,191,682

Grand Total $146,497,065  $206,068,222  $282,873,939  $392,209,792  $460,318,576  $510,295,241  $568,758,040 $593,418,762




Education Item 89

University of California—Continued

Table 62
State Support Budget—Organized Research
196566 1967-68
Total ———— $34,620,070 $37,635,603
State 32,993,386 34,283,527
Percent 95.3% 9119,

Table 63 shows a breakdown of the organized research budget con-
tained. in the state support budget of the University. Figures for
1965—66 are actual expenditures and those for 1967-68 are the pro-

posed budget,
Table 63
Organized Research?
1967-68 Governor’s Budget and Comparison of 1965-66 Actual

196768 1965-66 Actual

Institutes and bureaus —________________ $12,007,887 $11,530,568

Faculty research grants ________________ 1,786,206 1,606,342

Travel to professional meetings __._______ - 860,666 327,407
Agriculture, forestry, and

veterinary medicine _________________ 20,958,542 19,635,919

Other 1,752,198 1,519,834

Total . $37,635,603 $34,620,070

1 Excluding sponsored research.

State funds also support departmental research as part of the gen-
eral budget category of instruction and departmental research. Un-
fortunately, the expense of departmental research is not separately
broken out of this budget category by the University. In order to de-
termine how much of the budget is expended for instruction and how
much is expended for departmental research, we have assumed that
salaries and other operating expense may be allocated in proportion to
the distribution of time between teaching, research and other duties.
According to a survey conducted by the University in 1960, and re-
viewed again in 1964, faculty time within instruction and departmental
research is distributed as follows: '

Table 64
Distribution of Faculty Time?

Hours Percent
Teaching 31 53.5%
Research .

Research teaching T 12.1
Other research - 10 17.2
Additional student time 3 5.2
Administration 6 10.3
Public service 1 1.7

58 100.09

1 Includes auxiliary staff: Associates and Assistants, Lecturers, Supervisors, and Teaching Assistants.

Approximately 96.3 percent of the 1965-66 budget and 87 percent
of the 1967-68 budget for instructional and departmental research is
supported from state funds. Approximately 17.2 percent of this amount
is expended for other research purposes and 12.1 percent is expended
for research teaching based on the preceding distribution of faculty
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time among various duties such as teaching, other research, research
teaching, public service, etc. Using these percentages as a base for our
calculation, we can determine that the estimated state support for de-
partmental research is $30,036,604 in 1965-66 and $35,578,226 in
1967-68 (not including the proposed 10 pereent reduction or adjust-
ments in the State General Fund.)

Table 65

Departmental Research
University of California

: 1965-66 196768
Total budget ___.__ $106,342,336 $139,336,343
96.3% 879%
$102,514,011. $121,222.618
17.29% 17.29,
Other research ____ $17,632,409 $20,850,290
$102,514,011 $121,222,618
1219, 1219
Research teaching . $12,404,195 $14,667,936
Total departmental research __ $30,036,604 $35,518,226

Federal funds received by the University for research purposes from
contracts, grants and appropriations totaled $79,284,125. Special fed-
eral research operations received funding from the Atomic Energy
Commission of $238,313,394. Federal funds received by the University
for research purposes in 1965-66 totaled $317,5695,579. In 196768 it is
estimated that the University will receive $94,572901 for research
grants, contracts and appropriations from the federal government. In
addition, $238,313,394 will be received from the federal government
for special federal research projects (AEC). In 1967-68 it is esti-
mated that federal funds received for research purposes will total
$332,886,295.

Table 66
Federal Research Funds
1965-66 1967-68
Federal contract grants and appropriations __ $79,284,125 $94,572,901
Special federal research projects (ABC) _____ 238,313,394 238,313,394

$317,597,579  $332,886,295

Tables 67 and 68 show the total research budget by type of expendi-
ture and the source of income, respectively. From fiscal year 1965-66
to 196768 the estimated eXpendltul es for research will incrase 5.6 per-

cent, $391 million to $413 million. Special research projects for the
Atomlc Energy Commission comprise the largest percentage of these ex-
penditures, 60.9 percent in 1965-66 and 57.5 percent in 1967—68.. Table
68 shows that over 80 percent of the total fund for research activities
come from the federal government. The state provides approximately
16 percent and other sources provide approximately 2. 7 percent.
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Table 67

Total Research Budget
University of California

1965-66 (Actual) 196768 (Proposed)

Organized Research _____ $123,114,547 $140,045,443
(31.4%) (33.9%)

Departmental Research __ 30,036,604 35,518,226
, (7.7%) (8.6%)

Special Research (AEC)_ 238,313,394 238,313,394
(60.9%) (57.5%)

Total _____ . ______ $391,464,545 $413,541,063
(5.6%)

Table 68

. Source of Income
1965-66 (Actual) and 1967-68 (Proposed)

1965-66 - 1967-68
Source (Actual) (Proposed)
Federal. :
Organized research _ $72,284,125 $94,572,901
AEC _____________ 238,313,394 238,313,394
$317,597,519 $332,886,295
(81.1%) (80.5%)
State:
Organized
research ________ $32,993,886 $34,283,527
Departmental
research ________ 30,036,604 35,518,226
$63,030,490 $69,801,753
(16.1%) (16.9%)
Other . __ $10,836,536 $10,853,015
(2.8%) (2.6%)
$391,464,545 $413,541,063

Research expenditures account for 59 percent of the total University
budget in 1965-66 of $663 million. For the 1967-68 proposed budget
(excluding workload or reduction adjustments) research expenditures
are estimated to be 54.5 percent of the total University budget of $758
million. ;

Arguments Pro and Con

If state support for research activities were reduced, substantial
savings for the state’s General Fund could be incurred. These reduc-
tions could be made in departmental research or in the various areas of
state support for organized research. This is one of the means which
may be implied in the 10 percent reduction imposed by the Governor’s
Budget.

Arguments for reducing state support for research are as follows:

1. A reduction in the level of state support for research would pro-
vide a solution to the fisecal problem presently facing the University.
The primary function of the University is teaching. It would seem
justified to reduce expenditures for research prior to reducing those
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connected with the instruction function of the University. In view of
the relatively small amount of state support, in comparison with fed-
eral and other sources, it is questionable whether the state needs to
continue to support research at such a high level. The concept of ‘“seed
money’’ or ‘‘core support’’ may have outlived its utility. It is ques-
tionable whether the University needs as much or more sponsored
research activity.

2. A reduction in the level of state support for research would
resist the trend of problem solving activities by the University for
special interest groups. These problems could be solved as quickly and
as well by other agencies. The research engaged in by the University
should be based and oriented to generating new knowledge.

3. A reduction in the level of state support would alleviate the trend
of overemphasis on research. Because of the emphasis of research ac-
tivities and the large sums of money available for research, University
teachers are diverted to research and away from teaching. Conse-
quently, the quality of instruction has suffered, especially undergrad-
uate instruction.

4, A reduction in the level of state support would deemphasize the
need to publish in order to obtain faculty tenure. The volume of im-
practical, pedantic treatises which appear in scholarly journals might
be stemmed. '

Arguments against any reduction in state support for research are
as follows:

1. State funds serve as core support to attract other sponsors. For
every state dollar invested in research, many more federal or private
dollars are investigated. In addition, state funds enable research to be
carried on in disciplines that do not normally have attraction for other
sponsors. They also allow graduate students to gain employment and
experience in their major fields.

2. Research has an effect on the quality of California living. Every
Californian comes in daily contact with the results of some prior re-
search effort. The most outstanding evidence of this statement is the
result of the agricultural research conducted by the University of Cali-
fornia’s Division of Agricultural Sciences and the Agricultural Ex-
tension Service. Not only does every Californian benefit through the
improved quality of the food he consumes but the state reaps economic
benefits as the number one agricultural producer in the nation.

3. Research generates new knowledge which supplies each generation
of California with increased understanding of himself and the world
in which he lives. The benefits to society are immeasurable.

4. The economic impact of research investments in dollar terms is
several times that of the initial investment. More than 90 research and
development companies have opened new plants and laboratories near
the Irvine campus in the five years between the announcement of the
site and its opening in the fall of 1965. The presence of Secripps Insti-
tution of Oceanography in San Diego has attracted more than 50 firms
actively engaged in some aspect of this field. Research investments
stimulate the economy of the surrounding community.
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ITEM 90 of the Budget Bill Budget page 245

FOR SUPPORT OF RESEARCH IN THE CONVERSION OF
SEA WATER FROM THE GENERAL FUND

Amount requested in Budget Bill ' $301,410
Budget request before identified adjustments ___________ $334,900
Increase to recognize full workload change. . ... __:_ None
Budget as adjusted for workload change________________ $334,900
. Adjusted—undetailed reduction (10 percent) ___________ 33,490
RECQMMENDED REDUCTION FROM WORKLOAD BUDGET._.__ None

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $33,490

ANALYSIS AND RECOMMENDATIONS

This research program in sea water conversion from the General
Fund covers 19 projects seeking to convert brackish and sea water to
fresh water at low cost. Such research has been conducted continuously
at the University of California sinee 1951-52 with the support of the
Legislature. Regular appropriations from the General Fund for this
purpose have been made since 1961-62. The University has added other
funds to bring the total expenditures to approximately $468,500 in
recent years.

Research is conducted at Berkeley, the Richmond Field Statlon, Los
Angeles, San Diego, and recently at Riverside under the direction of a
statewide coordinator. The water resources center administers the
funds.

The research program has been. modified over the years to keep the
work responsive to California’s needs and rapid technological develop-
ments. Fourteen projects relate to distillation conversion processes, two
to the electrodialysis process, and two to the reverse osmosis process.
These three processes are technically the most promising based on eur-
rent knowledge and are generally counsidered to be most applicable in
California.

The University’s work has emphasized speen’ic problem areas where
development of basic information on process operations or chemieal and
physical properties of saline water is needed. The program also in-
cludes operation of two small test desalination plants, one at San Diego
and the other at Coalinga. The latter plant operates by reverse osmosis,
a process which is considered to be very promising. The University has
done much of the development work on this process in past years to
demonstrate the technical feasibility of the process and to develop
workable membranes for the separation of fresh water from saline
water.

No reduction recommended pending further review.
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UNIVERSITY OF CALIFORNIA
ITEM 91 of the Budget Bill Budget page 245

FOR SUPPORT OF DERMATOLOGY RESEARCH
FROM THE GENERAL FUND

Amount requested in Budget Bill $90,000
Budget request before identified adjustments ___________ $100,000
Increase to recognize full workload change ... _________ None
Budget as adjusted for workload change ... ___ $100,000
Adjustment—undetailed reduction (10 percent) _______ 10,000
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ None

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $10,000

ANALYSIS AND RECOMMENDATIONS

This proposal would continue support for accelerated dermatology
research efforts at the San Francisco Medical Center. One of the main
goals of this research is to find a cure for psoriasis. -

No reduction recommended pending further review.

UNIVERSITY OF CALIFORNIA
ITEM 92 of the Budget Bill Budget page 222

FOR SUPPORT OF SCRIPPS INSTITUTION OF
OCEANOGRAPHY FROM THE GENERAL FUND

Amount requested $174,397
Estimated to be expended in 1966-67 fiscal year * None
Increase ‘ $174,397

TOTAL RECOMMENDED REDUCTION None

ANALYSIS AND RECOMMENDATIONS

This budget request will provide for improved programs for the
Scripps Institution of Oceanography and the Seripps Institution-
Marine Life Research Program. A temperature depth salinity recorder
which will increase the rate of determining the properties of the sea
which are of importance in analyzing information on marine life will
be purchased for the Marine Life Research Program. At the Institu-
tion of Oceanography a research oceanographer and a senior develop-
ment engineer will be added to the staff to coordinate federal research
programs and develop navigational techniques by computer.

No reduction is recommended pending further review.

UNIVERSITY OF CALIFORNIA
ITEM 93 of the Budget Bill Budget page 245

FOR SUPPORT OF RESEARCH IN MOSQUITO CONTROL
FROM THE CALIFORNIA WATER FUND

Amount requested $100,000
BEstimated to be expended in 1966-67 fiscal year 100,000
Increase : None
TOTAL RECOMMENDED REDUCTION None

381




Education . Item 94

University of California—Continued

ANALYSIS AND RECOMMENDATIONS

This budget request will continue the support for research in mos-
quito control conducted by the University of California. The total
budget is $200,000. One-half of this amount is provided from the
California Water Fund and the other half from other sources.

Current research projects include: ‘‘investigations on aerial dispersal
methods of highly concentrated insecticides for mosquito control’’;
studies on ‘‘insecticide resistance in mosquitoes’”; and studies on ‘‘be-
havior and food preferences of introduced annual fishes in relation to
mosquitoes.’’

We recommend approval.

HASTINGS COLLEGE OF THE LAW
ITEM 94 of the Budget Bill Budget page 248

FOR SUPPORT OF HASTINGS COLLEGE OF THE LAW
FROM THE GENERAL FUND

Amount requested in Budget Bill $635,124
Budget request before identified adjustments ___________ $654,203
Increase to recognize full workload change . __________ 51,490
Budget as adjusted for workload change ______________ $705,693
Adjustment—undetailed reduetion (10 percent) ________ 70,569
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ None

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $70,569

GENERAL PROGRAM STATEMENT

Hastings College of the Liaw has been affiliated with the University
of California since 1878 when it was originally established with a grant
from S. C. Hastings. It is unique among the several law schools main-
tained by the University in that it is governed by its own board of
directors. Degrees are nevertheless issued in the name of the Regents
of the University of California. The college has one purpose, the educa-
tion of students of the law. From this, two subprograms are operated,
the regular program of instruction and the summer session. Table I
shows the enrollment and cost per full-time equivalent student for each
year during the last three fiscal years with estimates for the current

and budget years.
1963—6 196465 1965-66 196667 1967-68

Regular program _____. $319,762 $393,425 $477,287 $634,700 $644,212
Number of students __ 940 1,055 1,024 1,012 1,006
Cost per student ___.__ $340 $373 $466 $627 $640

Summer school program  $5,974 $6,598 $3,067 $7,841 $9,991
Number of students__ 46 45 46 46 46
Cost per student _____ $130 $147 $67 $170 $217

All programs _._._._____ $325,736  $400,023 $480,354 $642,591  $654,203
Number of students___ 986 1,100 1,070 1,058 1,050
Cost per student _____ $330 $364 $449 $607 $623
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ANALYSIS AND RECOMMENDATIONS

The most significant developments in the budget for Hastings College
of the Law are: (1) the expansion of federal financing under the
Higher Education Act of 1965, Title II through which the college is
anticipating receipts of $23,625 in both the current and budget years;
and (2) the alteration of administrative assignments in which the
responsibilities for directing the moot court and publishing of the Law
Journal, previously held by one person, were divided and given to two.
However, due to the elimination of an associate dean position, the net
number of positions is unchanged. No new General Fund positions are
requested. ,

A significant portion of the support for Hastings College of the Law
comes from student fees. The table shows the amounts of these fees
since 1963-64 as well as the relationship to state support, federal
financing, and miscellaneous sources of income.

1963-64  1964—65  1965-66  1966-67 1967-68
(actual) (actual) (actual) (estimated) (proposed)

Student fees __________ $256,564  $322,275  $325,788  $321,840  $324,940
General Fund _____ ____ 825,736 400,023 480,354 642,541 654,503
Federal funds —________ — — 5,000 23,625 23,625
Miseellaneous ___..._____ 5,634 5,920 4,861 23,076 18,440

Total ——____________ $587,834 $728218 $816,003 $1,011,082 $1,021,508

The budget shows a line item amount of $51,490 listed as an ‘‘Increase
to recognize full workload change.’”” This sum is composed of the fol-
lowing :

Personal services

1 administrative assistant $7,500
1 clerk-typist 5,200
1 assistant librarian 7,500
staff benefits 500
Operating expenses
Administration :
communications 900
travel, in-state 500
student medical services 8,260
Instruction
instructional expense 400
library expense 7,000
Hastings Law Journal 8,000
Office space
temporary faculty offices 3,000
Total operating expenses $28,060
Equipment 2,730
Total increases $51,490

No reduction in workload is recommended for Hastings College of
the Law pendimg further review.
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CALIFORNIA STATE COLLEGES .
ITEM 95 of the Budget Bill Budget page 251

FOR SUPPORT OF CALIFORNIA STATE COLLEGES
FROM THE GENERAL FUND

Amount requested in Budget Bill_________ $154,246,230
Budget request before identified adjustments___ . ______ $177,753,775
. Inerease to recognize full workload change ____________ 13,630,924
Budget as adjusted for workload change $191,384,699
Adjustment—undetailed reduction (10 percent) ... _____ 19,138,469
Tuition 18,000,000

RECOMMENDED REDUCTION FROM WORKLOAD BUDGET_.._ $1,796,165
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $17,342,305

Summary of Recommended Reductions . Budget
. . Amount Page Line
Federal indirect cost payments ‘ . $450,000 251 39
Increase nonresident tuition income 251,200 251 39
Increase application fee income 850,000 251 39
Delete 29.9 proposed new division chairman positions______ 244,965 —— —

GENERAL PROGRAM STATEMENT

The basic reponsibility of the California State Colleges, under the
provisions of the Education Code and in accordance with the 1960 Mas-
ter-Plan for Higher Education, is to provide ‘‘instruction for under-
graduate students and graduate students, through the master’s degree,
in the liberal arts and sciences, in applied fields and in the professions,
including the teaching profession.”” The colleges are authorized, also,
to participate in joint doctoral programs with. the University of Cali-
fornia and to provide for faculty research consistent with their in-
struetional program.

The colleges offer a broad range of curricula in the social sciences,
humanities, physical sciences, engineering, business and education, with
individual colleges emphasizing such fields as agriculture, fine arts,
mathematies, biologieal sciences and foreign languages. Although sev-
eral of the colleges have recently expanded their activities in the areas
of organized research and public service, these activities do not consti-
tute separate programs, as they do for the University of California,
but are subsidiary to the primary state college function of teaching.

The state colleges are administered by the Trustees of the California
State Colleges, a board of 20 members including the Governor, Lieu-
tenant Governor, Superintendent of Public Instruction and the Chan-
cellor of the state college system as ex officio members, and 16 others
appointed by the Governor for terms of 8 years. The Trustees ap-
point the chanecellor, who, with his staff, assists them in the develop-
ment of governing policies and is responsible for the central adminis-
tration of the colleges.

There are now 18 state colleges in operation, including the two
newest colleges in San Bernardino and the Dominguez Hills area
of Los Angeles County, the latter operating out of temporary facilities
near its permanent site. At the 1965 session, the Legislature auth-
orized the Trustees to proceed with the development of a new college
in Kern County, for which a site has been acquired, and to begin the
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selection of sites for three additional colleges to be developed within
the next 10 years.

In accordance with the 1960 Master Plan, state college admission
standards generally restrict the admission of freshmen to high school
graduates who are among the top one-third of their high school class,
as determined by a combination of grade points and aptitude test seores.
Exceptions to this rule are limited to 2 percent of all students ad-
mitted as freshmen. Transfer students from California junior colleges
or from other California four-year institutions may be admitted if they
meet the requirements for the admission of freshmen and have a 2.0
grade point average or better in all prior college work or, if inadmis-
sible as freshmen, have earned at least 60 units of eollege credit with
a 2.0 grade pomt average or better. Out-of-state students seeking ad-
mission as undergraduates must rank among the upper half of those
who are otherwise eligible. Any student who has earned a bachelor’s
degree from an ‘accredited four-year institution may be admitted as
a graduate student.

Estimated total annual full-time equivalent (FTE) enrollment for
196768 is 144,120, This is an increase of 12,945 or 9.9 percent over
estimated enrollment for the current year, as indicated in Table 1.

Table 1

Average Annual Full-time Equivalent (FTE) Enrollment
Regular Sessions

Actual Estimated
v 1963-64 196465  1965-66  1966-67 1967-68
San Jose 14,836 15,465 15,306 16,550 17,110
Long Beach _._____.________ 9,954 11,640 13,181 14,400 16,000
San Diego ________________ 10,884 12,062 12,714 14,150 14,710
San Francisco __________ ~_ 11,587 - 11,539 11,921 13,450 13,490
Los Angeles ______________ 11,371 12,008 11,436 11,800 12,440
San Fernando ____________ 6,805 8,530 9,408 10,400 11,590.
Sacramento ______________ 5,362 6,180 - 6,752 7,600 - 8,340
San Luis Oblspo __________ 6,229 6,526 6,804 7,450 7,950
Fresno i B 24} 6,364 6,785 7,460 7,940
Fullerton _______________ 2,088 . 8,145 - 4,236 = 5270 6,450
Chico __- . 8,607 4,445 5,156 5,780 6,310
Pomona 3,589 4,026 4,463 4,960 5,490
Hayward ________________ 1,654 2,857 3,535 4,000 4,690
Humboldt _______________ 2,105 2,433 2,739 38,050 3,430
Sonoma ____.______________ ‘433 655 853 1,160 1,450
Stanislaus ___ . _______ 324 - 323 464 680 1,010
San Bernardino _____._____ - _— 249 500 985
Dominguez Hills -_________ __ _ . 38 120 490
Subtotal S 96,499 108,198 - 116,040 128,780 139,875
OCC—Bakersfield _.._______ 262 238 210 200 220
0CC—Calexico -—_________ 70 80 112 100 150
International program _____ (108) 212 201 265 270
Subtotal . __ - 832 530 523 565 640
Summer quarter® .
Hayward ___—________ — 82 353 460 570
San Luis Obispo________ — 817 390 420 525
Pomona . ________ — 140 245 370 510
1 Computed as 2-semester or 3-quarter equivalent.
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Table 1—Contmued
Average Annual Full-time Equivalent (FTE) Enrollment
Regular Sessions

. Actual Estimated .

“1968-64 1964-65  1965-66  1966-67 196768

Los Angeles .. _____..___ _ — _ 570 2,000

Subtotal _____________ - 539, 988 1,820 3,605

TOTALS ______ 96,831 109,267 117,551 131,125 144,120
Increase :

Number .. __________ 10,712 12,436 -8,284 13,574 12,995

Percent ____o____.___.__ 1249, 12.8% 7.6% 11.5% 9.9%

In terms of individual students rather than full-time equivalent units
of enrollment, it is estimated that there will be 185,400 students enrolled
in the fall term of 1967, of which about 120,510, or 65 percent, are ex-
pected to be full-time students and 64,890, or 35 percent, part-time
(less than 12 units). The figures since 1963 appear to indicate a steady
trend toward fewer part- time students, although the percentage of
part-time students remains hlgh

7~ Table 2
Fall Term Individual Enrollment
Full-time Part-time
Number Percem i Number Percent Total
1963 . .. 80,188 ..  © 60.2° - 52,920 39.8 133,108
1964 ____ . __ 92,454 62.1 56,502 37.9 148,956
1965 . _______ 98,840 '63.8° 56,047 36.2 154,887
1966 (est.) -~~~ 110,203 64.8 . 59,959 35.2 170,162
1967 (est.) 120, 510 65. O T 64,890 35.6 185,400

“In Table 3 we show total full- tlme equivalent (FTE) enrollment
(excluding summer quarter FTE) by level of instruction from 1960-
61 through 1964—65. The term ‘‘level of instruction’’ refers to course
levels of enrollment rather than an individual student’s classification
as a lower, upper or graduate division student. These are very useful
enrollment figures for the reason' that they are closely linked to im-
portant cost differentials. However, we have been informed that the
figures are ne longer béing mamtamed and therefore this table cannot

be’ brought up to date.
Table 3

Distribution of FTE Enrollment
by Level of Instruction

Lower division Upper division Giraduate
: Number Percent . Number Percent Number Percent
196162 . ______ 37,115 48.2 36,491 47.3 3,476 4.5
1962-63 ________ _ 40,845 47.1 41,972 48.4 -3,902 45
1963-64 __________ 44,447 45.9 47,931 49.5 4,453 4.6

196465 o __ 57,569 51.6 49,348 44.3 4,606 41
1 Fall term only. ; : - . ;

We are also unable to report enrollment by subject field, another basie
cost element, for the reason that such figures have not been reported,
except as mere extensmns of prev1ous data, smce 1964.
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ANALYSIS AND RECOMMENDATIONS .

The total amount of General Fund support requested for the state
colleges for 1967—68:is $160,211,485. This is a reduction of $14,960,320
from estimated General Fund support for the current year. The amount
requested results from the followmg eomputa ion in the Governor’s
Budget:

General Fund support for itemized expenditures____________ $177,753,7756
Allotment for workload increase________.______ 13,630,924 - --
191,384,699
Less : . Undetailed reduction . —19,1388,469
_Tuition income —18,000,000
: : $154,246,230
Salary increase : : 5, 965 255
Net Total _______ B v _ $160,211,485

Budgeted state cost per F'TE unit - of enrollment after the proposed
10 percent reduction, but excluding enrollment and expenditures for
summer -quarter opera‘uon amounts to $1,107. This may be compared
with figures of $1,342 per FTE estlmated for the current year and
$1,168 for 1965-66.

Gross expenditures N et state support

) per FTEH? per FTE ®
1965-66 ___ $1,408 $1,168
1966-67 ___ 1,621 1,342
1967—-68 before 10 percent reduction.___ 1,641 1,224 -
1967—68 after 10 percent reduction__.___ 1,504 1,107

1 Exeluding year-round operation and reimbursed activities.
2 Excludmg year-round operation costs and enrollment.

Table 4
‘Total Proposed Expenditures by Function, 1967-68

’ Increase
Statewide : Amount Percent over 1966—67 .
Chancellor’s Office ____________._._. 82,691,412 1.19 268,605
Academic Senate ____.___________ 65,440 __ 32
International Program __________ © 834,494 0.1 4,909
College budgets:
General administration ... ____ 13,042,349 5.0 1,532,097
Instruction ___ - 137,992,744 . 53.3 12,018,737
Libraries 14,588,278 5.6 . —121,810
Student services __________.______ 13,825,916 . 53 788,582
Student did programs ... ___ 14,504,881 .56 . 796,659
Plant opération ________________ 23,808,455 = 9.2 2,119,983
Year-round operations ... _____ 5,043,640 20 T 2,414,637
Research and special projects —___ 17,989,313 . 69 1,031,431
Summer session __.______________ 6,222,520 - 24 253,991
Extension +1,672,704 e 07 3,700
Other reimbursed activities __._.__ 3,916,072 1.5 979,783 -
Auxiliary enterprises —___________ 3,431,011 . 13 . 40,769
Subtotal Z____ -_-2$259,079,229 -$22,182,805 : -
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Table 4—Continued A
Total Proposed Expenditur_es by Function, 1967—68

. Increase
. Amount Percent. over 1966-67
Salary savings : e —4,157,320: : i —881,455
Salary increase . 5,965,255 5,965,255
Total $260,287,164 $27,216,607
Net State Support: . . . E L
Before 10 percent reduetion _____. $179,349,954 $4,178,149
After 10 percent reduction _.__..___ 160,211,485 —14,960,320

All support for the state colleges is included within a single item of
appropriation in the Budget Bill for 1967-68. In the past there has
been an item for each college plus several items for systemwide ex-
penditures. The consolidation of items alone appears to make no s1gn1ﬁ-
cant change in existing budget administration procedures. It is the in-
tention of the Chancellor’s Office, however, to propose amendments to
the budget control language Wthh will grant the Trustees and the col-
leges greater authority in this regard.

We are recommending very few reductions from the budget as sub-
mitted, even though our analysis deals with expenditures as proposed
prior to the undetailed 10-percent reduction. In general, the workload
adjustment of $13,630,924 provided for 1967—68 meets the very mini-
mum requirements of the scheduled workload (enrollment) increase.
Should the enrollment estimates be revised downward the whole item
will require further review, but as it stands now we find few areas in
which a further reduction of expenditures is justified.

The workload adjustment of $13,630,924 provides for the additional
faculty positions required (after certain reductions in formula allow-
ances by the Department of Finance), administrative and clerical staff,
admissions staff and plant operation staff and expense. Several areas
such as student aid administration, student aid matching funds and the
student health services have received no workload adjustment. No funds
are budgeted for program augmentatlons and in only a few areas were
we able to identify new levels of service.

Table 5
Summary of Recommended Reductions :
Federal indirect cost payments : $450,000
Increase monresident tuition . i 251,200 .
Increase admission application fee ) 850,000
Delete 29.9 division chairman positions - . 244,965
. Total General Fund reduction ) $1,796,165

STATEWIDE ADMINISTRATION
Chancellor’s Office -

The central administrative offices of the state college system are com-
bined in the Chancellor’s Office. The principal funections of this office
are to assist the Trustees with the formulation and implementation of
systemwide policies, to provide general supervision of program per-
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formance, to direct the fiscal management of the. eolleges and to pro-
vide certain essential services to the colleges.

The Chancellor’s. Office staff presently consists of 155.4 authorized -
positions, of which 96 are professional positions and 59.4 are clerical,
technical and temporary help. These positions are distributed by func-
tion as follows: 29 in general administration, 26 for academic affairs,
66.9 for business affairs (including facilities planmng and central ofﬁce
services), 11.5 for faculty and staff affairs and 22 for institutional re-
search.

Total budgeted expendltures for the Chancellor s Office for 1967-68
amount to $2,691,412. Net General Fund support amounts to $2,512,-
119, an increase. of $263,612 or 11.4 percent over estimated expend1-
tures for the current year. The proposed increase is dlstrlbuted by ob-
ject as follows:®

Personal services

Merit increases and full-year costs : $71,114
Temporary adjustments —15,762

- Proposed new positions 110,202
Increased salary savings. - 9,000
Staff benefits 33,159
Subtotal — $189,713
Operating expense 81,948
Equipment __ —11,32%
Reduced reimbursements : 3,275
Total increase _...— : $263,612

'The amount of $110,202 in salary costs for proposed new positions
is to provide 13 new positions, increasing the staff to a total of 168.4
positions.

In our opinion, five of the proposed new positions cannot be justified
solely on. the basis of increased workload at the present level of
service. The justification submitted for each of these positions in-
dicates that in large part they are intendéd to provide an improved
level of service. The five positions are:

. Associate, academic and institutional studies, IV_______________ $16,212

Senior management auditor. 12,588
Administrative assistant I 8,532
Personnel specialist — 13,872
Intermediate typist-clerk : 6,957

$58,161

The position of associate, academic and institutional studies, IV
is requested to strengthen the academic planning staff with respect
to coordination, review and analysis of academic master planning and
budgetary support for the current expense and capital outlay for
academic programs. The position of senior management auditor is in-
tended to enable the Chancellor’s Office to plan and initiate an internal
audit program for the colleges as well as to improve response to audit
reports. The junior staff analyst and administrative assistant in busi-
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ness affairs dre both intended to' relieve ex1st1ng posmons of part of
their current workload so that they may attend to other duties. The
persontiel specialist position is requested to handle a whole series of
personnel duties which, according to the written justification, are not
now being performed. At least one of three new clerical positions re-
quested - for the clerical pool can be related to these proposed new
‘professicnal positions.

‘We believe that the proposed new level of service is justified -in
each case, and therefore we recommend approval of the proposed new
positions, provided that it is-not the decision of the Legislature to
eliminate all ‘inereases which cannot be justified solely on the basis
of workload growth.

The increase of $81,948 for operating expense provides for increases
of $7,759 in general expense, $4,000 for printing, $15,000 for commu-
nications, $20,400 for out-of-state travel, $2,040 for in-state travel,
$25,500- -for teaching awards (transferred from college budgets), $6,800
for rent, plus miscellaneous minor adjustments. All of these increases
appear to be justified for workload increases, price increases or to
accommodate the proposed new positions.

Academic Senate

The Academic Senate is the official statewide representative body
for the state college faculty. Its members are chosen by the full-time
faculty at each college in a manner determined by each college.- The
Academic Senate meets approximately five times a year and its stand-
ing committees meet more frequently.

An amount of $65,440 is budgeted for support of the Academic
Senate - for 1967-68, approximately the same amount as was appro-
priated for the current year.

International Program

'The international program of the Cahfornla State Colleges was
established to provide an opportunity for selected state college students
to take one academic year abroad at a major foreign university under
the supervision of a state college faculty member. The academie pro-
gram comnsists of two months of intensive advanced language study
followed by two semesters of study as a regular student at one of
the 10 €‘host universities’” which have agreed to cooperate in this
program. State college faculty members serve as resident directors or
coordinators in each of the seven countries in which the host univer-
sities are located.

Enrollment is limited -to upper division and graduate students with
somé proficiency in the language of the country in which they wish to
study, and applicants are screened by campus and statewide faculty
committees. Except for the current year, enrollment has fallen below
initial estimates, as the following figures indicate:

Budgeted Actual

enrollment enrollment
1964—65 : 238 212
1965—66 : : i L 290 - 201
1966—67 - 230 265
1967—68 — 270 .
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The cost of this program is shared by the students and the state. The
students are responsible for their transportation, living expenses and
regular fees, which now average about $2,000 and which are provided
under a group contract. Except for reimbursements for the regular
student fees, this expenditure is not shown in the Governor’s Budget.
State support is authorized for administrative and instructional costs
up to a total eost per student equivalent to the average systemwide
state support cost per FTE unit of enrollment for the regular state

college pro ram.
8¢ prog Table 6
State Support for the International Program
Actual Hstimated Proposed . -
1965-66 1966—-67 1967—68 Increase
Administration and student services__ $64,995 $75,479 $77,144 . $1,665

Instruction 193,400 254,106 257,350 3,244
Subtotal $258,395 $329,585 $334,494 $4,909

Reimbursements _________ . ____.__ —16,123  —20,140 —20,520 —380
Total __ - - $242,272 $309,445 $313,974 $4,529

Enrollment — 201 265 270

Cost per student - $1,205 $1,168 $1,163

Cost per student for regular program_  $1,154 $1,324 $1,226

As indicated in Table 6, a total of $313,974 is requested from the
General Fund for support of this program for an increase of $4,529
or 1.5 percent. The state cost per student is budgeted at $1,163 as
compared with a systemwide average of $1 226 per FTE (exeludlno
statewide and summer programs)

COLLEGE BUDGETS
General Administration

This function includes all direct expenditures for the central admin-
istration of each college, plus a group of expenditures classified as gen-
eral institutional expense which are related to several functions (in-
struction, student services, ete.), but which are not charged back. to
those functions. The central administration of each college is further
subdivided between executive functions and business management, The
executive subfunction ineludes the general management of the college,
educational and facilities planning and public relations. The business
management subfunction includes accounting, budgeting, purchasing,
personnel administration and property management. The college budg-
ets continue to include certain aspects. of student loan administration
within business management. We have grouped these costs with other
student aid expenditures under a separate function.

The college budgets include computer centers and related data proc-
essing administration costs within instruction, whereas we believe that
computer center cost which cannot be charged back to users should be
budgeted and reported as a third subfunction under general adminis-
tration. It is evident, however, that the entire matter of data processing
services and computer centers requires clarification,

Total proposed expenditures for college general administration for
1967-68 is $13,042,349, an increase of $1,532,097, or 13.3 percent over
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estimated expenditures for this purpose for the current year. The Sys-
temwide average cost per FTE unit of enrollment is $93 for the budget
year as compared with $89 for the current year.

Total expenditures by object category are shown in Table 7.

Table 8
Expenditures for General Administration

Actual Estimated Budgeted Budgeted
1965-66 196667 196768 - . . increase
Personal services _____ $6,486,686 $8,150,079 $9,180,036 $1,029,957
Operating expense ____ 335,467 431,840 466,099 34,259

General institutional . ) .
expense —_._________ 2,513,107 2,803,010 3,282,338 479,328
Equipment __________ 77,017 125,323 113,876 11,447
Totals _ . ____ $9,412,277 ' $11,510,252 $13,042,349 ‘ $1,532,097

A total of 99.4 new positions are budgeted for this function for in-
creased workload, at a salary cost of $655,102. Of this total, 34.9 new
positions are requested for the executive subfunction, primarily to im-
plement management improvement plans for several colleges and to
provide additional administrative and clerical assistance for the prin-
cipal executive positions. Although all of these positions appear to be
justified in accordance with previously accepted expenditure proposals,
those positions which are proposed as further implementation of man-
agement improvement plans represent an improved level of serviee
rather than simply workload increase requirements. There are 26 of
these - positions, including 3 vice-presidents, 16.5 -administrative as-
sistants and 6.5 related clerical positions, which fall into this category.

The remaining 64.5 positions are budgeted for the activities included
under business administration and are based upon accepted workload
standards. This includes 3.5 new positions for the business managers’
offices, 18.7 for accounting, 16 for personnel, 6 for purchasing and 20.3
for general institutional services.

Operating expense for general administration is budgeted at $466 099
for 196768, an increase of only $34,259 over the current year. Of this
increase, $30 884 is for supplies and services, and the remamder is for
eommumty relations expense.

(General institutional expense is budgeted at $3,282,340 for 1967-68,
an inerease of $479,330 or 14.6 percent over estlmated expenditures for
the current year.

Table 9
Expenditures for General Institutional Expense ,

Actual Estimated Budgeted Proposed

1965-66 1966—-67 196768 increase

Printing _ . ______ $356,650 - $440,184 $513,906 $73,722
Travel, in-state ——————___.. 391,569 428,460 544,975 - 116,515
Travel, out-of-state ______ 194,459 209,473 250,682 41,109
Communications ——————___ 1,465,414 1,587,362 1,818,296 230 934
College memberships . __ - 89,029 48,221 54,263 6, 042
Other 65,987 . 89,310 100,318 11,008
Totals oo $2,513,107 $2,803,010 $3,282,340 V $479,330
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Table 7

~ Proposed Expenditures for General Administration, 1967-68

Personal services

. EBrecutive
San Jose — $231,730-
Long Beach _.______ 210,439 -
San Diego —__.____._ 228,984
San Francisco ____._._ 221,992
Los Angeles ____..___ 212,230 -
San Fernando ______ 218,922
_ Sacramento ________ 202,085
Cal Poly—SLO _____. 186,233
* Fresno o __. 211,649
Fullerton . ___. 193,408
Chico __——__________. 204,068
Cal Poly—KV ______. 196,604
Hayward . _____. 201,714
Humboldt ________ — 153,845
Sonoma —_________ I 140,003
Stanislaus —_——_____. 152,142
San Bernardino __..__. 152,472
Dominguez Hills ____. 101,255
Kern County —______. 99,548
$3,519,323

- Business

management -

$485,911
460,730

455,894

. 453,222
" 454,389
388,881
313,236
331,072

322,413 -

277434
310,099
265,866
286,980
236,793
189,566
127,940
140,009
129,779

30,499

$5,660,713

Operating expense

Supplies
and
services
$34,680
19,800
11,500
19,000
27,700
19,800
© 16,500

4,500 -
- 16,064
17,250
6,200
- 7,630
17,500
8,000
9,000
9,060
6,500
5,000
4,000

$259,624

Planning and General
community institutional : : ‘

relations * expense Equipment Total
-$12,441 $336,369 $12,792 $1,113,923
11,442 287,524 19,913 1,009,848
12,316 302,035 — 1,010,729
12,441 319,744 10,636 1,037,035
- 12,541 317,370 10,467 1,034,697
11,791 253,816 . 10,268 903,478
11,941 204,304 6,323 754,389
11,441 178,731 1,258 713,235
o 11441 182,563 6,565 750,695
S 11,442 © 125,244 3,655 628,433
11,341 - 130,539 © 10,778 673,025
11,141 116,534 6,765 604,540
11,942 152,958 3,877 674,971
11,191 107,549 2,954 520,332
10,941 85,575 - 271 435,356.
-11,241 54,190 1,608 356,121
11,141 68,313 3,585 382,020
8,100 43,340 1,161 288,635
200 15,640 1,000 150,887
$206,475 $3,282,338 $118,876 $13,042,349



Education General Summary

California State Colleges—Continued

The individual items under general institutional expense are broken
out in Table 9. Expenditures for printing, which are to inecrease by
$73,722 or 16.7 percent for 1967-68 are governed in large part by in-
creases in unit costs and small increases in the quantity of each catalog
or bulletin to be prlnted

Ezxpenditures for in-state and out-of-state travel are determined by
formulae which take into acecount the number of eligible employees and
cost allowances. The proposed expenditure of $544,975 for in-state
travel, which amounts to an increase of $116,515, is based on a mini-
mum allowance of $4,000 per college plus $10 per eligible professional
position, a factor for distance, automobile mileage and an allowance
for administrative travel. Out-of-state travel, for which an increase of
$41,109 is proposed, is budgeted on the basis of $17 per professional
instructional position and $10 per eligible position in other areas, plus
an allowanece for travel related to faculty recruitment. Additional out-
of-state travel funds for faculty recruitment are budgeted under in-
struction.

The largest item of general institutional expense is for communica-
tions and consists largely of telephone exchange charges, long-distance
tolls and postage charges. The proposed increase of $230,934, or 14.5
percent, is to provide for the extension of telephone serviece to new fa-
cilities, the continuing expansion of equipment capacity and increases
in postage rates.

Proposed expenditures for equipment amount to $113,876 for
1967-68, a reduction of $11,447 from the current year.

Instruction

Expenditures for instruction include all direct current expenditures
for classroom teaching and supporting services other than those related
to the international programs. For budgetary purposes these expendi-
tures are divided into teaching and administration, special programs,
instruetional services, summer sessions and extension programs. Teach-
ing and administration expenditures consist of faculty and administra-
tive salaries and benefits, instructional supplies, technical and eclerical
assistance, student assistance and faculty recruitment expenses. In-
structional service expenditures consist of salaries and operating ex-
pense for instructional television, other audiovisual services, data
processing services, master teacher payments to local school districts,
special lecture services and certain farm operations. Expenditures for
laboratory schools, graduate social work programs, educational tele-
vision (San Diego) and college farms are included under special pro-
grams.

Expenditures for summer sessions and extension programs, which
are expected to be supported entirely from student fees, are included
in the Governor’s Budget under the classification of ‘‘reimbursed aec-
tivities.”” Towever, in view of the fact that these are instructional pro-
grams of some 1mportance we believe that they should be presented as
separate programs regardless of the fact that they are financed from
student fees rather than state tax funds. Accordingly, we have sepa-
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rately identified expenditures for summer sessions and extension in
later sections of this analysis.

Total proposed expenditures for all activities within the instruetion
function amount to $137,992,774, an increase of $12,018,737 or 9.6 per-
cent over estimated expenditures for the current year.

Teaching and Administration

The total amount of $132,539,226 proposed for teaching and instrue-
tional administration consists of $8,402,419 for administrative salaries
and benefits, $107,920,346 for teaching positions, $11,669,530 for tech-
nical and clerical assistance, $4,331,386 for general teaching and ad-
ministrative operating expense and $221,550 for special faculty re-
cruitment expenses. Proposed expenditures by college are shown in
Table 10. '

The amount of $107,920,346 for faculty teaching salaries is primarily
to provide a total of 8,502.9 teaching positions, a net increase of 467.7
over the number authorized for 1966-67. The need for teaching posi-
tions is determined for each college on the basis of a complex faculty
staffing formula which is intended to take into account the estimated
enrollment in each subject area, the appropriate class size for various
types of courses and instructional methods and the amount of prepara-
tion time required for each class meeting. At the undergraduate level,
the formula provides one faculty position for the workload equivalent
of 12 units (four courses) of lecture class per week. For graduate classes
the formula provides one faculty position for the equivalent of 10 units.

The eolleges do not ordinarily use a simple student-faculty ratio in
determining the number of positions required, but such a ratio can be
computed from the budget figures. As a matter of necessity, however,
the student-faculty ratio for each college was used by the Department of
Finance t6 compute faculty positions for the hastily constructed work-
load adjustment. For 1967-68 the workload budget provides an average
student-faculty ratio of 16.4 to 1.

Student-Faculty Ratio?

FTE FTE teaching
enrollment positions Ratio
1963-64 196,499 5,890 16.4
196465 : 108,198 6,659 16.2
196566 116,040 7,361 15.8
1966-67 (estimated) .. ________________ 128,780 8,035 16.0
196768 (budgeted) 139,875 8,503 164

1 Excludes summer quarters, off-campus centers, summer sessions and extension.

There are two prineipal reasons for the increase in the ratio for the
budget year: budgeted enrollment was not achieved by the colleges in
1965-66, with the result that the colleges received more positions than
required by the staffing formula. In addition, the Department of Fi-
nance has reduced the college formula computations for 1967-68 in ac-
cordance with the findings of a special audit of the staffing formula
undertaken at the department’s request.

The amount of $8,402,419 budgeted for administrative positions
within the instruetion function provides for deans and associate deans
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Budgeted Expenditures for Teaching and Instructional Administration -
) ‘Personal services

Table 10

‘Administra- Teaching clerical
tion faculty assistance
San Jose $1,027,393 $13,190,090 $1,516,761
Long Beach 759,253 11,195,794 1,225,950
San Diego 757,812 10,750,775 1,283,872
San Francisco 682,923 - © 10,974,819 1,243,818
Los Angeles 719,993 9,778,010 1,128,211
San Fernando 679,821 7,719,861 870,626
Sacramento : 588,233 6,118,817 619,213
Cal Poly—San Luis Obispo________________. 609,453 6,170,528 584,804
Fresno.. - 540,029 ¢ 6,141,745 - 638,805 -
Fullerton . 281,327 7,407,779 522,145
Chico___ 342,544 4,601,132 548,634
Cal Poly—Kellogg-Voorhis. © 366,032 3,971,460 385,222
Hayward i - 301,054 3,579,658 396,075
Humboldt 261,060 2,926,789 326,984
Sonoma 132,466 1,166,312 133,217
Stanislaus 91,280 781,004 82,009
San Bernardino 94,842 912,370 111,479
Dominguez Hills 106,950 533,403 51,705
Kern County 59,954 — —_
Totals__ $8,402,419 $107,920,346 $11,669,530

Technical and

Administration
and teaching Recruitment
expense expense Total
$527,710 $21,953 $16,283,907
484,000 24,418 13,689,415
448,090 19,090 . 13,259,639
394,935 19,301 13,315,796
384,460 21,406 12,032,080
342,085 15,208 9,627,601
242,910 12,135 7,581,308
290,662 - 10,588 7,666,035
262,040 12,711 7,695,330
195,175 11,003 8,417,429
192,765 12,181 5,697,256
195,962 8,961 4,927,637
154,490 ‘9,121 4,440,398
101,645 7,179 3,623,657
40,575 4,152 1,476,722
30,565 2,784 987,642
29,012 3,039 1,150,742
14,300 2,320 - 708,678
. . 4,000 63,954
$4,331,386 $221,550

$132,539,226
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of schools, division and department chairmen, curriculum coordinators
and, supervisors ‘and eertain other academic-administrative positions. In
the past, a major portion of the cost was used to provide one division
chairman position for every 25 teaching positions. These posmons were
then employed as a pool of admmlstratwe time allocated in a variety of
ways but primarily to release department ¢hairmen from the standard
teaching load. For the past several years, however, the colleges have
beén undergoing a reorgamzatlon aceording to which each college is to
consist of four to six schools (business, engineering, humanities and
arts, ete.), plus a graduate division, with a dean and often an associate
dean in charge of each. The budgets continue to provide for new divi-
sion chairmen positions although this position has been eliminated, with
certam exceptions, where reorganization has taken place. The position
is now used almost exclusively to provide released time (from teaching)
for department chairmen.

We recommend deletion of 29.9 proposed new division chairman
positions for a reduction of $244,965 in salaries and staff benefits.

Ten colleges which have converted to the new pattern of instruc-
tional administration are budgeted for a total of 29.9 new division
chairman positions according to the old formula for colleges which have
‘not converted their divisions into schools. As indicated above, these
positions are to be used to provide a pool of released time from teaching
duties for faculty members who act as department chairmen. There is
no accepted formula for this purpose for colleges which are organized
into schools. The positions. are not, in our opinion, essential to meeting
the increased teaching workload resultmw from enrollment growth.

The proposed reduction pertains to the following positions:

College . . Positions Amount

San Jose 1.0 $7,600
Long Beach. 2.8 21,280
San Diego 4.1 31,160
San Franeisco __.__________- 5.0 38,000
San Fernando 8.7 50,920
Cal. Poly-SLO 3.0 22,800
Fresno 2.3 17,480
Fullerton . 1.9 14,440
Chico . L 1.1 8,360
Cal. Poly-KV . ___ 2.0 15,200
. 29.9 $227,240

Less salary savings____ - —U,544

- Plus staff benefits_..____ g P +22,269
$244,965

Techmcal and clerical stafﬁng is budgeted at a total cost of $11,669,-
530. These positions are provided by a formula which allows 0.22 posi-
tions per faculty position and 1 clerical position for each of the prineci-
pal administrative positions. An additional amount of nearly $2 million
for student assistance for faeulty members is provided through the
work-study program.
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Operating expense for administration and teaching is normally budg-
eted at the equivalent of $31.50 per FTE unit of enrollinent with a
portionn of this amount allotted to instructional services. A slightly
higher allowance is authorized for certain high cost instructional pro-
grams based upon demonstrated need. All administrative and teaching
expense funds are provided from income from the student materials
and services fee. In Table 11 we compare budgeted expenditures for all
instructional operating expense with estimated and actual expenditures

for the preceding years.
Table 11

Expenditures for Instructional Operating Expense

Actual Estimated Budgeted Proposed
1965-66 196667 1967-68 increase

Administration and teaching_..__ $3,471,646  $3,898,088  $4,331,386 $433,298

Master teachers —______________ 307,737 426,828 442,898 16,070
Special leeturers __—___________ 24,072 51,750 51,750 i
Faculty recruitment
Moving allowanee ___________ 46,719 100,600 102,500 1,900
Recruitment travel __________ 61,539 96,000 105,592 9,592
On-campus interviews _______ 10,112 12,500 12,500 [
Television 67,344 73,803 80,303 6,500
Data processing . _____.______ 339,633 393,671 504,613 110,942
Audiovisual services ___._______ 189,762 219,190 224030 4,840
Laboratory schools ... ____ 35,424 37,700 43,350 5,650
Special programs _____________ 233,084 267,150 306,840 39,690
Distinguished teaching awards__ 50 32,500 32,500 .
Other __ 28,340 34,133 43,980 9,847
Totals _. $4,816,162 $5,643,913  $6,282,242 $638,329

Instructional Services

The college budgets provide a total of $3,903,663 for instructional
services, an inerease of $370,356 or 10.5 percent over estimated expendi-
tures in the current year. Of this amount, more than half, $2,017,740,
is provided for staffing and operating expense for audiovisual services
(other than television). Staff positions are budgeted according to for-
mulas which use FTE enrollment as the measure of workload. The 12.8
new positions are budgeted on this basis. Operating expense for audio-
visual services is drawn from the total available for general instrue-
tional expense out of the $31.50 per FTE provided by the materials
and services fee. ,

The amounts of $398,672 for instructional television and $959,603
for data processing are budgeted largely according to previous work-
load experience with little reference to formulas. The colleges are still
in the initial stages of development in both of these areas and much
more definitive planning is necessary prior to further expansion. We
have requested a comprehensive report on present and proposed devel-
opment in the use of instructional television for review in relation to
these budgets, but the report has not been submitted as of this writing.

At present there appears to be little systemwide planning in either
instructional television or data processing, although it is eclear that
such planning will be necessary before any increase in state support
can be justified.
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Table 12
Expenditures for Instructional Services

196566 196667 1967-68 Increase
Audio-visual services _________ $1,437,636  $1,846,010  $2,017,740 $171,730
Instructional television _______ 342,868 382,928 398,672 15,744
Data proeessing __.____________ 436,722 793,291 959,603 166,312
Master teachers ______________ 307,737 426,828 442,898 16,070
Special lectures ______________ 24,072 51,750 52,250 500
Teaching awards .____________ 750 32,500 32,500 -0
» Totals $2,549,785  $3,533,307  $3,903,663 $370,356

As indicated earlier, we also believe that it would be better to budget
data processing expenditures as a general institutional expense (with
charge-back to other functions where feasible) so as to reflect the fact
that data processing services are available to all functions and to en-
courage the use of data processing facilities and services in other areas
as well ag in instruction. '

Payments to local school districts for the services of master teachers
aré budgeted at the uniform rate of $5 per credit unit for education
students enrolled in practice teaching programs, plus a small amount
for compensation insurance. Special lecture funds are budgeted at
$3,000 per campus for all but the three smallest colleges, for which the
‘allowance is somewhat less. An additional $16,000 is budgeted for this
purpose in the Chancellor’s Office. The total of $32,500 allotted to the
colleges for Distingunished Teaching Awards is distributed among the
colleges according to faculty size. An additional amount of $67,500 is
allocated to the Chancellor’s Office, primarily for related publication

costs.

"~ The college budgets provide a total of $3,602,455 for special instruec-
‘tional programs, including the college laboratory schools, graduate
social work programs, college farms, television broadeasting, off-campus
centers and centers for economic education. Laboratory schools are
‘operated by five of the colleges at a total identifiable cost of $944,289.
Graduate social work programs are now offered at four colleges and re-
quire a total of $888,667 in direct support.

Two colleges, San Diego and Fresno, operate off-campus centers within
their service areas. Direct expenditures for these two centers amount to
$540,742. Total identifiable expenditures for the Bakersfield center
(Fresno) amount to $287,172 or $1,305 per FTE based on an estimated
enrollment of 220 FTE. Total identifiable expenditures for the Calexico
center (San Diego) amount to $253,570 or $1,690 per FTE based on an
estimated enrollment of 150 FTE,

Libraries
This function consists of those activities directly related to the opera-
tion of the state college libraries: the acquisition and processing of
books and other resources, maintenance of current holdings and eatalog
systems, circulation and reference services for students and faculty, and
supervision of these activities. Expenditures are itemized as staff sala-
ries, staff benefits, book acquisition, periodical acquisition, the cost of
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miscellaneous supplies and services and equlpment costs. Indirect ex-
penditures for overhead costs and institutional expenses not solely re-
lated to library services are budgeted under general administration and
plant operation. Library expendltures for summer terms are budgeted
under year-round operations.

The state college iibraries are operated, except for certain temporary
arrangements, as unified general purpose facilities typical of liberal
.arts institutions. The collections are related primarily to the under-
graduate curricula of each college, although there has been some in-
crease in graduate level resources at those colleges which have begun to
develop extensive master’s, degree programs. The library collections are
generally organized according to the major curricular fields with special
facilities for reference materials, art and music materials and other re-
sources. Reading and study areas are provided to accommodate, at one
time, approximately 25 percent of the projected FTE enrollment of
each college.

Proposed library expenditures for 1967-68 total $14,538 278 as in-
dicated in Table 13. The total amount represents a,reductlon of $121,-
810 or 0.8 percent from estimated expenditures for the current year.

Staff positions are budgeted for each college to provide three to
five administrative positions, one processing position for every 850
books to be acquired and one public service position for every 300 FTE
units of enrollment. Application of the formula has resulted in sub-
stantial increases or reductions for several colleges but a net change of
only 4.9 new positions.

The amount of $4,018,782 for books represents a reduction of $110 -
861 from estimated book acquisition expenditures for 1966-67. To-
gether with $521,474 for periodicals, this will provide 606,986 volumes
at $7.48 per volume. This level of expenditure is intended to provide
for the third year of the 10-year library development plan which is
aimed at raising all of the college book collections to the level of 40
volumes per FTE. The 606,986 new volumes are expected to increase
the present ratio from 30.3 to 32.2 volumes per FTE. The allowance
of $7.48 per volume represents an increase .of $O 48 per volume in the
budgeted book price.

An amount of $521,474 has been budgeted for perlodlcals and
$1,210,060 is budgeted for supplies and services. The amount for peri-
odica,ls is deducted from book acquisition funds on the basis that bound
periodicals become volumes to be counted as part of a college’s total
library collection. The amount for supplies and services. has been
computed at 25 percent of book and periodical expenditures to cover
the cost of periodical binding, book processing materials and other
miscellaneous library resources. In addition, an amount of $75,000 has
been provided for the new college in Kern County for purchase by
contract of 25,000 volumes at $3- per volume
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Table 13

Proposed Library Expenditures, 1967-68
Supplies
Personal . and .
services Books Periodicals services  Hquipment Total

San Jose $863,538 $298,371 $75,000 $93,342 $18,265 $1,348,516
Long Beach 1,074,256 710,287 36,000 186,571 17,605 2,024,719
San Diego 871,956 428,849 40,745 117,398 14,163 1,473,111
San Francisco 832,211 359,816 32,180 97,999 21,453 1,343,659
Los Angeles 449,712 37,041 10,000 11,760 26,5614 535,027
San Fernando 687,365 347,210 50,000 99,302 19,750 1,203,627
Sacramento ._ 516,639 199,748 40,000 59,937 11,239 827,563
Cal Poly—SLO 390,731 281,929 26,000 76,982 12,138 787,780
Fresno. 501,804 185,483 30,053 53,884 5,154 776,378
Fullerton 608,803 395,940 45,200 110,285 6,514 1,166,742
Chico 408,523 196,920 26,500 55,855 3,655 691,453
Cal Poly—KYV 402,666 224,659 15,000 59,916 4,831 707,072
Hayward 231,779 55,324 30,000 21,331 5,130 343,564
Humboldt 242,912 88,859 15,075 25,983 2,324 375,153
Sonoma 125,969 22,679 16,000 9,669 541 174,858
Stanislaus 138,507 58,767 10,000 15,941 1,069 219,284
San Bernardino 169,706 96,221 22,000 29,555 125 317,607
Dominguez Hills 77,354 35,679 1,721 9,350 84 124,188
Kern County 22,977 _— — 75,000 — 97,977

Total $8,617,408 $4,018,782 $521,474 $1,210,060 $170,554 $14,538,278
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Table 14
Total Library Expenditures Change
Actual Estimated Proposed from
1965-66 1966—-67 196768 1966-67
Personal services _______ $6,462,5637 $8,682,835 $8,617,408 $—65,427
Books 2,676,092 4,129,643 4,018,782 —110,861
Periodiecals ____________ 281,860 532,525 521,474 —11,051
Supplies and services____ 673,814 1,148,636 1,210,060 61,424
Equipment ___._.________ 106,927 166,449 170,554 4,105
Totals ____________ $10,201,230 $14,660,088 $14,538,278 $—121,810
' Table 15 :
Total Library Volumes and Volumes Per FTE
Previous Volumes Volumes per
Actual: total added - Total FTE student
196465 ______ . __ 2,343,843 426,534 2,770,377 25.6
1965-66 ______________ 2,770,377 482,263 3,252,640 28.0
Estimated : : - N
1966-67 ____ . _____ 3,252,640 647,121 © 38,899,761 303
1967-68 ___ -~ ____.____ 3,899,761 606,986 4,560,747 32.2

. Student Services

This funetion includes the principal noninstructional services, other
than financial aid, which the colleges provide for the students. These
services are categorized for budgetary purposes as admissions and
records, student personnel, health services and administration. Student
personnel services include counseling, testing, student activities, hous-
ing and placement. Student personnel services and health services are
intended to be fully supported from student materials and services
fees. Admissions and records services are partially supported from
application fee income.

Although certain expenditures for student aid admlnlstra‘tmn have
been budgeted under this function as well as under general administra-
tion, we discuss these expenditures under a separate funection, student
aid.

Total proposed expenditures for student services for 1967—68 amount
to $13,825,916, an increase of approximately $750,000 or 5.7 percent,
over estimated expenditures for the current year. The increase provides
only partial recognition of increased workload which normally is
closely related to enrollment growth. Total expenditures by college are
shown in Table 16.

Proposed expenditures for the administration of student services
amount to $748,556 for 196667, of which $232,301 is for staff, prinei-
pally in the offices of the deans of student services, and $16,255 is for
operating expense. There are 5.9 proposed new positions, primarily for

clerical assistance in the new colleges and to provide administrative -

assistance in the dean’s office for two colleges.

Proposed: expenditures for admissions and records, including data
processing expenditures, amount to $4,893,031 of which $130,092 is for
general operating expense, $214,431 is for data processing services and
$4,548,508 is for staff:' This is the only area within student services,
other than student services administration, in which an adjustment has
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Table 16 i
Budgeted Expen'qlitur'es for Student Se‘r'vicevs, 1967-68

- Adinission Student Health L
S Administration and records personnel services Equipment Total
San Jose — $49,918 $476,997 $585,093 $418,008 ) $13,339 - $1,543,355
Long Beach ' 46,890 486,237 458,238 355,738 8,213 1,355,316
San Diego i 46,998 437,055 452,924 338,059 10,727 1,285,763
Sdan Franecisco o 50,898 407,910 440,739 313,005 16,984 1,229,536
Los Angeles . 44,592 . 530,992 452,259 280,457 21,594 1,329,894
San Fernando Valley 47,113 396,094 327,726 273,734 - 19,509 1,064,176
Sacramento ____ 46,538 823,272 306,740 . 188,688 11,687 876,925
Cal Poly-SLO . 38,540 228,598 268,901 189,719 4,768 730,526
Fresno _— 42,926 269,955 286,665 190,267 6,607 796,420
Fullerton 41,024 - 250,833 170,608 96,761 2,204 561,430
Chico___- 40,595 205,254 241,177 158,955 5,135 651,116
Cal Poly-KV 36,953 183,919 203,175 . 123,370 10,276 557,693
Hayward 39,927 239,968 183,738 106,201 7,776 577,610
Humboldt - 30,885 126,980 160,484 79,404 - 4,557 © 402,310
Sonoma __.: 26,096 94,813 125,104 46,734 1,246 293,993
Stanislaus e 29,506 85,618 61,592 12,862 1,822 .- 191,400
San Bernardino 31,491 75,733 77,061 20,887 1,119 206,291
Dominguez Hills. — 33,548 59,685 28,528 11,052 : 1,038 133,851
Kern County ) 24,118 - 13,118 . _ _— 1,075 38,311

Totals : - - $748,556 $4,893,031 - :$4,830,752 . $3,-203,901 $149,676 $13,825,916




Education General Summary

California State Colleges—Continued

been made to provide for workload growth. A total of 47.8 new positions
are budgeted. at a salary cost of approximately $266,000, based upon
accepted workload standards. These proposed new positions are largely
technical and clerical positions required for the processing of admissions
applications and student records. These new positions will only be re-
quired, of course, if there is no unusual restriction on admissions to the
state colleges for 1967-68.

In the area of student personnel, which includes counseling, testing,
student activities, placement and housing services, a total of $4,830,752
is budgeted of which $87,834 is for operating expense and $4,742,918 is
for staff. A total of $3,203,901 is budgeted for the student health serv-
ices of which $2,797,773 is for staff and $406,128 is for operating ex-
pense. No new pos1t10ns or increase in operating expense has been budg-
eted in either student personnel or the health services for 1967-68
although expenditures in these two areas have in the past followed en-
rollment growth very closely. Both areas, however, are: supported en-
tirely from the state college materials and services fee and no inecrease
was budgeted pending a decision by the Chancellor’s Office as to the
level of fees for 1967-68. Any increase in expenditures in these areas
will require an increase in the materials and services fee to finance it.

Student Health Services

In response to a legislative directive, the Chancellor’s Office has re-
cently completed and submitted a report on the operation of the college
student health services. The report deals primarily with three matters:
(1) the first year’s experience for six colleges which now provide health
services through insurance contracts; (2) the results of a relative value
unit survey of the college operated health service programs of 11 col-
leges and (3) a report of a ‘‘medical audit’’ of the student health
service at San Fernando State College.

The report is generally unfavorable in its findings Wlth regard to the
health insurance contract programs developed for the six small colleges.
According to their responses to a questionnaire, the colleges feel that
they cannot offer the same level of service under this arrangement as
with a college operated program and that the contract programs are
too passive in character to be long-term solutions to the problem of pro-
viding what the colleges regard as adequate service. There was little
uniformity, however, in the reports from the individual colleges, and it
is proposed to continue these programs for another year at all but one
of the colleges to gain further experience. The exception is the Califor-
nia State College at Fullerton, for which conversion to a college oper-
ated program is proposed on the basis that there is sufficient enrollment
growth to support such a program. However, this proposal is not as yet
reflected in the college budget for 1967-68.

The report of the results of the cost survey of the 11 college-operated
programs appears to bear out the colleges’ contention that these pro-
grams are operated at a reasonable cost per unit of service. According
to the cost data submitted by the colleges, the average cost per relative
unit value (RVU) for the nine-month period ending June 30, 1966, was
$2.95 for direct costs and $3.25, with the addition of plant operation
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and amortization costs. Total costs per RVU ranged from $2. 01 to $5.32
for the 11 colleges with the bigher unit costs reported by the smaller
colleges. Total cost per full-time student averaged $22.40 with a range
of from $19.96 to $36.06, the latter figure being for Cal Poly—San Luis
Obispo and including the cost of that college’s infirmary.

The ‘‘medical audit’’ was conducted by three representatives. of the
American College Health Association, an association of college health
service personnel, In general this survey, which was conducted at San
Fernando State College, strongly endorsed the continuation and expan-
sion of the on-campus college health serviece, which is not very surpris-
ing inasmueh as this would seem to be the prineipal purpose for the
existence of the American College Health Association.

In summary, the report recommends continuing the on-campus health
service programs at all campuses which now have such programs, rely-
ing on insurance contract programs only for the new and relatively
small campuses, and augmenting existing programs by restoring the
physician staﬁing ratio to 1 per 1,500 full-time students and by making
supplementary insurance for emergency care and major medical sery-
ices mandatory for all full-time students. The report also recommends
that the basic health services listed by the Chancellor’s Special Study
Group on Student Health Services be established as the minimum com-
plement of services to be provided by all the colleges.

' Plant Operation

Th1s funetion includes all major expenditures for operating and
maintaining - the physical plant of each college, plus maintenance of
grounds, utility charges, campus security, motor vehicle operation, rent,
moving expense and maintenance of the eollege farms. The costs of
operating and maintaining residence halls and parking facilities are
treated separately, however, for the reason that those two activities are
set up as self-supporting auxiliary enterprises.

Total expenditures systemwide for each of the principal elements of
plant operation are indicated in Table 17. Total proposed expenditures
amount to $23,808,455, an increase of $2,119,983 or 9.8 percent over
estimated expenditures for the current year. The increase in expendi-
tures is based largely on an estimated increase of 1,183,860 square feet,
or 7.1 percent, in gross (outside) building area.

Table 17

© Total Expenditures for Plant Operation :
: Increase

Actual Estimated Budgeted over
1965-66 1966—67 1967-68 1966-67
Administration ________ $798,258 $901,755 $982,036 $80,281
Maintenance of v
‘structures ._.._______ 10,822,176 12,590,120 13,740,484 1,150,364
Maintenance of grounds_ 2,289,955 2,706,100 2,873,028 166,928
Security - —______ 662,322 825,656 928,202 102,546
Motor vehicle operation. 422,015 478,507 514,828 36,321
Utilities - ______ 2,780,626 3,238,633 "~ 8,605,523 366,890
Rental _ - _________ 235,714 443,343 © 661,363 218,020 -
Other . _____ 215,262 328,612 - . 318,886 -9,726 .
Equipment __________ 200,932 175,746 184,105 8,359
Total ___________ $18,377,260 $21,688,472 $23,808,455 $2,119,983
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As indicated in Table 18, total cost per square foot of building area is
budgeted to inerease from about $1.31 per square foot for the current
year to $1.34 for 1967-68. The ircrease is largely in maintenance of
structures, both in cost per square foot and in total cost. The workload
adJustments provide for a total of 139.5 new positions in this area, of
which 98.5 are custodian positions requested in connection with the
planned opening of new buildings, primarily on the newer campuses.

Table 18
Cost per Square Foot of Building Area .

Actual Estimated . Budgeéted

: 1965-66 1966-67 - 1967-68
Administration $0.050 $0.054 $0.055
Maintenance of structures —.__________.__ . 0.683 0.759 0.774
Maintenance of grounds : 0.141 -0.163 0.162-
Security . . 0.042 0.050 - 0.052
Utilities 0.176 0.195 0.203
All other 0.068 0.087 0.095
Tbtal ‘ . : _ $1.160 $1.308 $1.341

Year-Round Operations

Although expenditures for year-round operations eons1st of expendi-
tures for general administration, instruction, student services, ete., we
have chosen to treat them separately, as they are presented' in the
Governor’s Budget, so that the costs associated with conversion to the
quarter system and development of summer quarter programs may
be more readily identified in their initial stages. We believe that it
will be desirable to continue to attempt to isolate these costs for several
years so that they can be watched closely as the new policy is im-
plemented. It should be recognized, however, that the operating ex-
penditures for year-round operation do not, as a rule, represent addi-
tional costs for the same amount of workload but are the costs of addi-
-tional output in student credit hours within the period under con-
s1derat10n

“In response to the recommendations of the Coordmatmg Couneil for
Higher Education, as well as legislative directives, the Trustees indi-
cated in 1964 that they would adopt a systemwide academic calendar
of four quarters to be effective by 1966-67. An amount of $255,000
was appropriated for 1964-65 to support the planning and development
of appropriate program adjustments for the individual colleges. This
initial’ plan was later revised when the Trustees decided to undertake
eonvers1on to a quarter system and development of a fourth quarter
at one or two colleges at a time, on a pilot basis, with the objective of
finally having all of the colleges operating year-round by 1975. Aec-
cordingly, the initial plan was revised to begin year-round operations
at*Hayward, which was already following the quarter system, in the
summer of 1965 and at Los Angeles in the summer of 1966. In addi-
tion;: the new colleges at San Bernardino and Palos Verdes were to
open on a quarter basis preparatory to operatlng year—round When
Justlﬁed by their enrollment. .
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The most recent schedule for conversion of all colleges to the quarter
system and year-round operation is indicated in Table 19. This is
essentially the same plan as was submitted to the Coordinating Couneil
for Higher Education in 1965. In response to some criticism by the
council as to the length of time required for conversion of several of
the larger state colleges, the Trustees have indicated that they -will at-
tempt to accelerate this schedule for those colleges which are not now
expected to begin conversion until after 1971-72.

Table 19
Scheduled Conversion to Quarter System and Year-round Operation
Begin conversion to Begin, .. First
quarter system quarter system summer quorier

Hayward _— — 1965
Cal Poly—Kellogg-Voorhis ____ — _ 1966
Cal Poly—San Luis Obispo____ .- - 1966
Los Angeles 196465 1967-68 1967
San Franeisco ——____________ 1966-67 1969-70 1969 -
Humboldt 196667 1967-68 1970
Chico 1968-69 1970-71 1971
San Fernando _—______________ 1967-68 1969-70 1970.
San Jose 1967-68 1970-71 1970
Long Beach 1970-71 1972-73 1972
Dominguez Hills _____________ — — 1972
San Bernardino —_____________ R — 1973
Fullerton - 1967-68 1973-74 1970
Stanislaus 196465 1965-66 1974
Fresno __. 1972-73 197475 1974
Sacramento 1973-74 1975-76 1975
San Diego 1973-74 1975-76 1975
Sonoma 1972-73 1974-75 1974

The principal added costs associated with the development of year-
round operations for the colleges arise at two points: first, in the plan-
ning and eurricular revision necessary for conversion from a semester
calendar to a quarter calendar and, second, when a summer quarter is
established, in the loss of fee income from students who enroll in the
summer quarter rather than in summer session courses for which full
tuition. is charged. The costs of operating the summer quarter itself are
not increased costs in this sense, but simply the regular expenditures
for instruction shifted to an earlier fiséal year. Unit costs for summer
session enrollment may run higher than unit costs during the other
terms because .of lower enrollment levels, but this should not be a sig-
nificant factor after the first year or two at each college. ,

In Table 20 we show direct expenditures for conversion to the quar-
ter system and to year-round operation thus far. Hayward and the two
Cal Poly campuses were already on the quarter system and required no '
special appropriation for this purpose.
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’ Table 20

Expenditures for Conversion to Quarter
System and Year-Round Operation

Actual Actual  Bstimated  Budgeted’

196465 1965-66 196667 196768
Los Angeles : $48,543 $98,722  $389,298 $50,000
San Franecisco . _______ — — 139,735 139,048 .
Humboldt - — 7,291 8,564
Chancellor’s Office.________" __ 14702 18,804 26,186 26,456

$58,245  $117,616 - $562,510 $174,068

No additional planning funds are required for Los Angeles, as that
college is to offer its first summer quarter in June 1967. San Franciseo
is to continue planning for conversion to the quarter system by 1969-70
and for an initial summer quarter in June 1969. Humboldt is scheduled
to go to the quarter system in the next year and to offer a summer-
quarter in 1970. The amounts budgeted represent a continuation of the
previously approved level of expenditure for this purpose. "

In Table 21 we show initial expenditures for the operation of the
fourth quarter in terms of net General Fund cost and cost per student.-

Table 21
Initial Fourth Quarter Operating Costs
. ' Net cost Annual 4th quarter Regular session
Hayward Jth quorter FTE cost per FTE cost per FTE -
196465 ___________ $122,979 82 $1,500 $1,175° -
1965-66 ___________ 373,903 - 853 1,059 1,300
1966-67 ___________ 681,045 460 1,481 1,339
196768 . _________ - 703,067 570 1,233 1,420
Cal Poly—KYV
1966-67 ___-_______ 305,727 370 826 ' 1,297 -
196768 ____.._.___ 319,202 510 626 1,385
Cal Poly—SLO . . o
196667 ___________ 3835923 420 800 1,267
1967-68 ___________ 327,593 525 624 - 1,362
Los Angeles .
1966-67 . ______ 613,111 570 1,076 ‘ 1,193
196768 3,051,804 2,000 1,526 1,288

These figures show no clear picture as to the cost of summer guarter.
operations as compared with costs for the rest of the year. In part this
is due to the fact that the colleges are still only in the very early stages
of transition to year-round operation, and have yet to develop consistent .
budget standards or uniform accounting procedures in this regard. =

A further difficulty arises from the fact that the cost and enrollment
figures for each fiscal year must include the last 9-10 weeks of one sum-
mer term and the first 2-3 weeks of the next, because the summer terms.
straddle the end of one fiscal year and the beginning of the next. This
does not present an insurmountable obstacle to careful budgeting, but it
does make such budgeting much more difficult for the colleges, and it
also hinders aceurate reporting of expenditures.

For this reason, we believe that the state college proposal to make
appropriations for summer quarter operations available for two months
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beyond the end of the fiscal year merits careful attention by the Legis-
lature. Tmplementation of this proposal would result in an initial cost
increase to finance a portion of one summer quarter plus all of the next,
but this would be true only for the transitional budget. We believe the
gain in improved budgeting and reporting of summer term costs may
outweigh the effect of the temporary increase in financial requirements.

Research and Special Projects

One of the areas in which there has been the greatest growth in
recent years is that of organized research, special institutes and other
special projects. The federal government is the primary source of funds
for these activities, and present expenditure reports deal almost exclu-
sively with federally supported programs. The greater part of this ac-
tivity is administered by the state college foundations outside of regular
state procedures

The figures in Table 22 1ndleate actual expenditures of federal funds
for 1965-66 together with the estimated level of activity for 196667
and 1967-68, as reported by the Office of the Chancellor.

Table 22

] ) Actual Bstimated BEstimated

EBrpenditures 1965-66 . -1966-67 1967-68
Research . ______________ $2,770,400 $3 568,143 . $3,686,160
Workshops . ______ 8,155 ... 8,685 9,119
Special events __._._______ 329,350 . 390,607 437,181
Special training programs_ 6,613,888 8457775 9,110,679
Institutes ______________ 3,472,181 4,132,405 4,288,469 .
Pilot projeets —._________ 163,441 -400,267 457,705

Total expenditures .____ $13,357,415 $16,957,882 $17,989,313

Of the $13,357,415 in expenditures reported for 1965-66, only
$1,533,594 was handled through state procedures as reimbursed activity.
Nearly all of this was for federally sponsored training programs at San
Liuis Obispo and San Franeisco State College (e.g., Peace Corps training
and overseas education programs). Only three colleges administered any
federal aid for research under regular state procedures,

The remaining $11,823,821. nearly 90 percent of federal grant and
contract funds expended in 1965-66, was- administered by the state
college research foundations. These are nonprofit corporations estab-
lished by the colleges to administer research funds, special vprojeet
grants, certain scholarship and loan funds and other grants and dona-
. tions from federal and private sources. They are very similar to the
college foundations which operate the college bookstores and cafeterias.
Their prineipal purpose is to permit the administration of such funds
and activities free of the restraints imwvosed by state procedures. In
addition, they permit the colleges to undertake programs and projects
which -are beyond the scope of regularlv authorized state activity.

‘Tt is the usual practice of the federal agencies which sponsor the
research projects, training institutes and other special activities to
make some additional payment for the indireef costs associated with
these activities. The indirect cost payments are intended to cover costs
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incurred in the areas of general administration and general institu-
tional expense, project administration, plant operation and maintenance,
library expense and departmental administration. The usual practice
is for the federal agency to allow a percentage of direct projeet costs,
ordinarily from 10 to 20 percent, as payment for these indirect costs.

According to the report for 1964-65, the foundations received a total
of $722,336 in payments from federal agencies for indirect project costs
but turned only $35,090 of this over to the state. The balance of $687,-
246 was retained by the foundations. In 1965-66 the foundations re-
ceived $1,086,122 in payments for indirect costs, of which only $73,338
was returned to the General Fund and $1,012,784 retained by the foun-
dations.

In Jast year’s analysis we pointed out that the indirect cost payments
which have been retained by the foundations are intended to be reim-
bursements to the college for the use of college facilities and services,
most of which are supported by the General Fund. By retaining indi-
rect cost payments in excess of the amount required to cover actual
foundation administrative costs, the foundations have been able to
develop surplus funds with which they carry on their own programs
independently. These programs and activities are supported by the
General Fund, from indirect cost reimbursements held back by the
foundations, without benefit of the usual budgetary review.

It is our opinion that indirect cost payments in excess of foundation
administration expense should be returned to the General Fund and
that any decision to spend an equivalent amount for research or other
activities should be made only after this has been accomplished. This,
we believe, is in keeping with accepted budgeting and accounting stand-
ards. The colleges have strongly opposed this proposal, however, on the
grounds that the relatively small amount of research and other activity
financed from these retained funds is very important to the eolleges and
should not be jeopardized in any way. If this is true, we believe the
colleges should submit an expenditure proposal for these activities as
part of their regular budgets rather than attempting to continue to
circumvent the regular budgetary process.

In last year’s analysis we recommended that an amount equivalent
to 50 percent of indirect cost payments be deducted from General Fund
support for the colleges. The Legislature agreed, however, to allow
the colleges one year in which they might develop a proposal to
accomplish this end. We have recently received the Trustees’ proposal
which provides as follows: (1) each college foundation would be
permitted to retain a minimum of $25,000; (2) 25 percent (rather than
50 percent) of the balance would be returned to the state; (3) such pay-
ments are to be made within six months after the close of the fiscal year.

‘We do not believe that this is a satisfactory proposal. In our opinion
all funds received by the foundations as payment for indirect costs
should be repaid to the colleges, less only that amount equivalent to
actual foundation costs for administering the federal grants and con-
tracts. Whether this deduction is made before or after reimbursing the
state appears to be of little importance.
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Accordingly, we recommend that the proposed level of General Fund
support be reduced by at least $450,000 for 1967-68 to reflect an ad-
ditional retmbursement from the college foundations in that emount.

A total of $1,012,784 in federal indirect cost payments was retained
by the foundations in 1965-66. Foundation administrative costs are
reported to have been $588,798 leaving a balance of $423,986. For
1966-67, federal grants and contracts are expected to increase by ap-
proximately 25 percent and it is reasonable to assume a corresponding
increase in indirect cost payments and the amount available after dedue-
tion of necessary foundation administrative costs. The amount of $450,-
000 is estimated to be equal to approximately 90 percent of net indirect
cost payments, allowing a margin of 10 percent for unforeseen contin-
gencies.

‘We believe this to be a necessary step toward a short-run solution to
the problem of indirect payments and federally sponsored activities. As
a long-term solution we believe it necessary that the colleges themselves
assume responsibility for the administration of these activities instead
of the foundations. We are convinced that college budget administration

can be modified in such a way as to make this possible with no loss of
~ essential management controls. We believe it necessary for the colleges
to take over this responsibility for several reasons: first, in order that
the colleges make full recovery of indirect cost payments made by the
federal agencies; second, so that the colleges themselves can negotiate
the proper level of indirect cost allowance with the federal agencies;
and, third, in order that this large and steadily growing area of state
college activity be brought within the scope of the regular budgetary
process for review and consideration by the Trustees, the Governor, and
the Legislature along with all other state college activities.

Student Financial Aid Programs

As indicated on page 299 of this analysis, student financial aid for
state college students continues to grow rapidly, with the principal area
of growth being long-term loans. Aceording to a report prepared by the
Chancellor’s Office, total student aid funds for 1965-66, including
budgeted part-time jobs, amounted to $13,691,271. It is estimated that
$20,879,869 will be available for 196667 and up to $24 million for
1967-68. :

The four major programs which the colleges themselves administer
are the Work-Study Program, the NDEA Student Loan Program, the
Nursing Student Loan Program and the Educational Opportunity
Grant Program. Expenditures for these four programs are shown in
Table 23. In addition to these four federal programs, several of the
larger colleges have substantial funds of their own for scholarships and
short-term loans. '
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Table 23
College Administered Financial Aid Programs ,

Actual Hstimated Budgeted

Program funds: _ - 1965-66 196667 1967-68
Work-Study Program _______________ $2,728,862 $6,406,306 $6,531,094
NDEA Student Loan Program________ 4,420,440 4,883,510 5,298,600
Nursing Student Loan Program ___.__ 117,645 125,000 117,650
Educational Opportunity Grants__.____ — 2,010,478 2,362,500
Total : $7,267,947  $13.425204  $14,300,844
Administrative costs $146,694 $466,041 $533,312

Work-Study Program

The Work-Study Program was established under Title I of the
Economic Opportunity Aect of 1964 to provide part-time employment
for college and university students who need additional income in order
to continue their education. Although preference is to be given to stu-
dents from low-income families, all students are eligible to participate.
The jobs are limited to a maximum of 15 hours per week.

Program funds are used to provide part-time jobs both on and off
campus. In accordance with legislative direction, at least two-thirds of
the on-campus funds are used to provide assistance for the faculty. The
remaining funds are used to provide student assistance in the libraries,
for general administration and elsewhere. Part-time employment off-
campus may be established in any eooperating public or nonprofit
private agency.

On-campus program funds serve both as student financial aid and as
subvention to the colleges. Although the colleges are required by law
to give preference to students from very low-income families, other stu-
dents are not prohibited from participating in this program.

During the first three years of the program, the federal government
has provided 90 percent of student wage costs and the colleges or other
employing agency the remaining 10 percent. Under the present law this
ratio is scheduled to change on September 1, 1967, to 75 percent federal
funds and 25 percent college or local agency funds. The college contri-
bution may be made from any funds budgeted for student assistance in
excess of average expenditures for that purpose during the three years
preceding the year in which the college entered the program. The college
contribution may also be paid in the form of room, board, books or
tuition. The colleges must pay the cost of administering the on-campus
portion of the program. For off-campus jobs, the employing agency,
rather than the college, must provide the 25 percent matching funds.
The federal government reimburses the colleges for off-campus program
administrative costs up to the equivalent of 5 percent of federal wage
payments.
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‘Table 24
. Work-Study Program Expenditures

On-campus employment - : Actual Bstimated Budgeted

State share : - 1965-66 196667 1967-68
Student assistance funds._.._.____ . _ —_ $260,053 $605,091
Special appropriation _____________ $197,487 76,940 76,940
Subtotal $197,487 | $336,993 $682,031
Federal share 1,772,773 3,032,940 2,046,096

$1,970,260 $3,369,933 $2,728,127

Off-campus employment ) ’
Employing agencies ________________ . $75,937 $303,635 . $950,743
Federal share : : 683,665 2,732,738 2,852,224

$759,602 $3,036,373 $3,802,967
Total Program Funds ____ .. _________ $2,729,862 $6,406,306 $6,531,094

Total expenditures for the Work-Study Program are shown in Table
24. Although the total college contribution is approximately $345,000
higher than in the current year; this is not sufficient to offset the change
in the sharing ratio, with the result that the totdl funds for on-campus
jobs are nearly $640,000 less than for the current year. An increase in
on-campus job funds will require an increase in the special state match-
ing appropriation which has been required to supplement regularly
budgeted student assistance funds.

NDEA Student Loan Program

The Student Loan Program was established under Title IT of the
National Defense Education Act of 1968. The original objective of the
program was to provide low-interest loans for prospective teachers and
certain others to assist them to pay required fees and subsistence costs
for their undergraduate study. The program has been broadened sub-
stantially since 1958 so that now most state college students are eligible
if they have sufficient need, although preference is to be given to pros-
pective teachers and those with a special capacity for science, math-
ematics, engineering or modern foreign languages.

The federal government provides nine-tenths of the loan funds and
the state provides the remaining one-tenth. Until 1966-67 the state was
responsible for all administrative costs; however, the federal govern-
ment now supports up to one-half of eollege admmlstratlve costs in-
cluding collection costs.

Undergraduate students in need of financial aid may borrow up to
$1,000 per year and a maximum of $5,000. Graduate students may
borrow up to $2,500 per year and a maximum of $10,000. The interest
rate is three percent beginning one year after the borrower ceases to
be a full-time student. Borrowers who subsequently become full-time
teachers may have up to 50 percent of their repayment obligation can-
celed. During the seven-year period ending June 30, 1966, approxi-
mately 20,000 state college students had received loans totahng about
$16 million.
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At one time it appeared that this program would be terminated and
replaced by the new guaranteed loan program. However, the demand
for student loan funds has grown to such proportions that the NDEA
loans are to be continued. Inasmuch as the guaranteed loan program
did not get started until December of 1966, it is too early to tell what
effect it will have on this program.

Nursing Student Loan Program

This is a special loan program for students enrolied in nursing. It
was established under Title VIII of the Public Health Service Act,
as amended by the Nurse Training Act of 1964. This program is very
similar to the much broader NDEA program and requires the same
10-percent matching contribution on the part of the colleges. This pro-
gram also has a provision authorizing the cancellation of up to 50 per-
cent of the repayment obligation, in this case for borrowers who sub-
sequently become full-time professional nurses employed by a public
or nonprofit private institution or agency.

Approximately 200 students have been granted loans for the current
year out of $117,650 in loan funds. The program is to be continued at
the same level for 1967-68 with $11,765 in loan funds (10 percent)
provided by the state and $105,885 from the federal government. The
demand for these loans has never reached the level of $125,000 origin-
ally authorized.

Educational Opportunity Grants

The federal Higher Education Aet of 1965 included as Title IV,
Part A, a new federal grant program to assist students of ‘‘exceptional
financial need’’ to attend a college or university for undergraduate
study. The new program, which differs from the ordinary scholarship
program in that high academic achievement is not a criterion for elig-
ibility, is administered by the colleges under the supervision of the
U.S. Office of Eduecation.

To participate, a college must agree to actively seek out qualified
high school students of exceptional financial need and to encourage
them to continue their education. To be eligible for an award, students
must be enrolled full-time and maintain satisfactory grades, and they
must have exceptional financial need to the extent that they would be
unable to attend college without this aid.

The federal funds are allocated to the states on the basis of full-
time college enrollment. The state colleges are to receive $2,010,478
during the current year and $2,362,500 for the budget year. No state
matching funds are required although the colleges must provide for
administrative costs without federal assistance.

Individual grants may range from $200 to $800 per year, but no
more than one-half the sum of other aid received by the student, plus
$200. It is estimated that the average grant will be about $540 during
the current year and nearly $600 for 1967-68, with about 3,970 stu-
dents participating.
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Student Aid Administration

Prior to 1966—67 much of the increased workload associated with the
growth of student aild programs had been absorbed in the college
budgets for student services and business administration. For the cur-
rent year, however, the Legislature approved an increase of $252,571,
plus salary increases, for student aid administration, with $67,571 to be
provided from the General Fund.

Although the workload has continued to increase, the present college
budgets do not provide for any further increase in student aid adminis-
tration staff. Proposed staff costs for 1967-68 are indicated in Tables 25
and 26.

Table 25
Budgeted Student Aid Administration Staff, 1967-68
Business
administration Student personnel Total
Positions Amount Positions Amount Positions Amount
Clerical positions 185 $107,734 26.5 $159,256 45.0 $266,990
Professional positions — . 23.0 266,322 23.0 266,322
Total 185 $107,734 49.5 $425,578 68.5 $533,312
Table 26

Student Aid Administration Expenditures

Actual Estimated Budgeted
1965-66 - 1966-67 196768

Business administration $38,951 $96,857 $107,734
Student personnel e 107,748 369,184 425,678
Total $146,694 $466,041 $533,312

Federal funds are expected to provide for $216,910 of the amount
budgeted, with the balance of $316,402 to come from the General Fund.

Summer Sessions

Summer session programs are offered by 16 of the state colleges,
including two of those which now offer state supported summer quar-
ters. Where no summer quarter is offered as yet, the summer sessions
are intended to serve regularly enrolled students as well as teachers
and others who wish to gain further professional training or participate
in special activities during the summer months. Matriculation is not
usually required for admission to summer session programs.

The usual summer session schedule includes an intersession of one
to two weeks, a regular session of six weeks and a post session of three
to four weeks. Generally the maximum number of units which may be
earned is the equivalent of one for each week of attendance.

Bstimated expenditures for 1967-68 total $6,222,5620 of which $5,566,-
208 or nearly 90 percent is to be spent for instruction, as the figures
in Table 27 indicate.
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the level of minimum need; and (3) requiring an unnecessary amount
of paper work to convert budget estimates to actual levels of revenue
and expenditure; and (4) allowing surplus fee income to revert to the
General Fund and therefore go for general support of the colleges.

‘We have reviewed the report prepared by the Chancellor’s Office and
while we believe the proposed procedures may provide an acceptable
plan of administration, we do not recommend approval of the proposal
itself. We believe that it would be an error to create another special
revolving fund of the type proposed, thereby further fragmenting the
state college budgets. Moreover, we believe that there is no compelling
argument for doing so. There is no reason why the colleges cannot
budget a reasonable amount for planning and development under pres-
ent procedures. Transfers between colleges can also be accomplished
with a minimum of difficulty if there is agreement to do so. None of the
obstacles which the colleges claim impede the development-of extension
programs appear to be a consequence of present budget administration
requirements.

The only significant changes would be that any surplus fee income
could be carried over from year to year rather than being absorbed in
the General Fund. This alone is not a sufficient reason for establishing
an additional special revolving fund. More careful budget planning and
administration should keep such surpluses to a minimum. Furthermore,
if extension and summer session costs were to be budgeted under the
various major functions (instruction, libraries, plant operations, ete.),
rather than as separate ‘‘reimbursed activities’’, the colleges would
have much greater flexibility in meeting unforeseen cost and therefore
much less incentive to develop surplus fee income as a precaution.

Salary Savings

As a matter of standard practice, the Department of Finance reduces
all agency budgets by an amount estimated to be the equivalent of the
salary savings which the agency can normally expect to make over the
year. These savings arise primarily as a result of unavoidable delays in
filling new positions and hiring replacements to fill vacated positions.
The amount of the reduction which is applied against budgeted salary
and wage costs varies from agency to agency. The figure for the state
colleges has ranged up to and above 5 percent in recent years, and the
colleges have contended that they have been forced to hold faculty and
other positions open to make the required savings.

In order to avoid forced savings of this nature, the budget bill was
amended in 1965 (Section 21.1) to authorize the colleges to fill all
faculty positions regardless of budgeted salary savings. Any deficiency
resulting from this authorization is to be met from emergency funds.
In addition, the Department of Finance agreed to reduce the budgeted
level of salary savings for 1966-67 to the level of 2 percent for faculty
salaries and 4 percent for all other salaries. The added cost of this
action was approximately $2.5 million.

According to the Department of Finance, the budgeted level of salary
savings for 196768 is again 2 percent for faculty positions and 4 per-
cent for other positions. These figures are applied against all budgeted
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salaries and wages except those included in the Governor’s Budget
under ‘‘reimbursed activities.”’

Table 30

Budgeted Salary Savings
1965-66 1966—67 1967-68

Budgeted salary savings $5,060,663  $3,856,065  $4,737,520
Budgeted amount for personal services____ 120,668,841 143,537,007 166,569,928
Budgeted gross General Fund cost2 . ______._ 135,163,842 171,966,403 189,870,903
Salary savings as a percentage of :
Personal services __ 4.29, 2.97% 2.89,
Gross General Fund cost________________ 3.7% 2.29, 25%

1 Bxcludes amounts budgeted under reimbursed activities.
2 Before salary savings deduction.

Auxiliary Enterprises

The majority of the state college auxiliary enterprise programs (cafe-
terias, bookstores, etec.) are operated by auxiliary organizations which
in most cases are legally independent corporations that perform certain
specified services at each college under contract. The income and ex-
penditures for these organizations are not included in the Governor’s
Budget. However, two auxiliary enterprise programs which are operated
by the colleges are reported, even though they are classified as ‘“non-
governmental cost funds’’ for which neither receipts nor expenditures
are included in the overall budget totals.

One of these is the state college housing facilities program under the
State College Dormitory Revenue Fund and the College Auxiliary En-
terprise Fund. The first of these two funds was established in 1957
when the Legislature authorized construction of residence halls for 10
colleges at an ultimate cost of $30,247,353 with capacity for 7,809 stu-
dents. The construction was financed with $16,484,353 in state funds
and $13,763,000 borrowed from the Federal Housing and Home Finance
Agency. All revenues from the operation of these residence halls are
deposited in the State College Dormitory Revenue Fund. The moneys
in this fund are then appropriated under the provisions of Section
24561 of the Education Code to pay the costs of operating and main-
taining the residence halls, and the remaining sums are transferred as
required to the State College Dormitory Interest and Redemption Fund
for debt service on the outstanding bonds. For 1966-67, revenue is esti-
mated at $3,257,602 of which $2,232,456 is to be expended for operating
costs, $3,825 is to be transferred to operating reserves, $796,000 is to be
transferred for debt service and $225,321 is to remain as surplus. Bonds
outstanding as of June 30, 1967 will amount to $12,585,000.

A second dormitory construction program was initiated in February
1966 when the Department of Housing and Urban Development agreed
to purchase $35 million in revenue bonds at 3 percent with a 40-year
term. These bonds are expected to cover 100 percent of the cost of the
new program. Approximately 6,000 new residence hall spaces are to be
provided, together with dining hall capacity for approximately 6,800
students. Construction is to begin in the spring of 1967.

Temporary veterans’ housing facilities which were provided by ths
Public Housing Administration in 1946 are operated under the Collego
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Auxiliary Enterprise Fund. Estimated income for this fund for
196768 totals $158,639. An amount of $151,743 is to be expended for
operating costs with the result that an accumulated surplus of $165,952
will be increased to $172,848.

The other auxiliary enterprise program described in the Governor’s
Budget is the state college parking facilities program. This program
was established under Chapter 1282, Statutes of 1965, to provide for
the operation and construction of parking facilities on a self-supporting
basis, effective July 1, 1966. Under the former program, parking fees
were deposited in the General Fund, and expenditures for current
operations and capital outlay were budgeted as General Fund expendi-
tures. The new self-supporting fund was established in response to the
contention of the colleges that revenues in excess of expenditures were
accruing to the General Fund at the same time that a shortage of
parking facilities was developing on many of the campuses.

Under the new program, revenues from parking facilities are appro-
priated to the Trustees on a continuing basis for the operation, acquisi-
tion and construction of parking facilities. For 1967-68, the second year
of the new program, revenues are estimated at $2,317,137 and operating
costs at $1,046,812. The balance of $1,270,325 and the proceeds from
revenue bonds to be marketed by the Trustees are to be used to provide
$4 million in capital outlay expenditures for 1967-68. The total number
of parking spaces is to be increased by 5,615 from 48,362 to 53,977.

Funding

The current expenditures for the California State Colleges which are
shown in the Governor’s Budget for 196768 are to be funded from five
sources: the state’s Cleneral Fund, federal subventions and contracts,
student fees, auxiliary enterprise income and miscellaneous reimburse-
ments. This funding is summarized in Table 31 below, with expendi-
tures and funding matched to programs or functions where possible.
These figures do not include the undetailed 10 percent General Fund
reduction proposed in the Governor’s Budget.

As indicated in the table, the General Fund is to provide $179,349,-
954 or 68.9 percent of total expenditures, with 12.2 percent from federal
funds, 16.3 percent from student fees, 1.3 percent from auxiliary enter-
prise income and 1.3 percent from miscellaneous reimbursements. If
activities which are intended to be fully self-supporting are excluded
(summer sessions, extension, auxiliary enterprises, federally supported
research and special projects and other reimbursed activities), General
Fund support then accounts for 79 percent of expenditures.

Federa! Funds

The state college budget for 1967—68 indicates a total estimated ex-
penditure of $31,643,259 in federal funds. This figure includes $13,653,-
946 in student aid funds, primarily work-study and NDEA loan funds,
$1,688,382 in federally financed projects handled through state pro-

420




5474

Statewide:
Chancellor’s Office
Academic Senate
International Program . . ______

College Budgets :
General administration _____________ ____
Instruction
Libraries
Student services
Student aid programs
Plant operation
Year-round operation
Research and special projeets ... ___
Summer session
Extension
Other reimbursed activities ______________

Salary savings
Auxiliary enterprises
Salary increase

Tuition

Totals

1 Before $36,000 reduction for salary savings.

Proposed Funding for 1967-68 Expenditures

Table 31

Fede'ral.

Proposed Student Auziliary  Miscellaneous Net General
expenditures funds fees enterprise reimbursements  Fund cost
$2,691,412 ) $64,909 — —— $78,384 $2,5648,119*
65,440 _ _— — _ 65,440
334,494 _ $20,520 — - $ 313,974
13,042,349 — _ — — 13,042,349
137,992,744 — 6,726,753 — - 131,265,991
14,538,278 _— — — - 14,538,278
13,825,916 _— 8,726,930 —— _ " 5,098,986
14,504,881 13,653,046 — . - 850,935
23,808,455 _— — — _— 23,808,455
5,048,640 _ 415,868 — - 4,627,772
17,989,313 17,989,313 — — — _—
6,222,620 — 6,200,196 — — 22,324
1,672,704 — 1,713,308 — _— —40,604
3,916,072 _ 608,412 _— 3,307,660 .
—4,757,320 _ - — — —4,757,320
3,431,011 — — $3,431,011 __ _—
5,965,255 _— — — - 5,965,255
__ — 18,000,000 — _ —18,000,000
$260,287,164 $31,708,168 $42,411,987 $3,431,011 $3,386,044 $179,349,954
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cedures under ‘‘reimbursed activities’’ and $16,300,931 in research and
special projects administered by the state college foundations.

Table 32
Expenditures From Federal Funds .
1965-66 1966-67 1967-68
Student aid funds $7,626,335 $13,520,558 $18,653,946
Reimbursed activities ________________ 1,533,594 1,627,823 1,688,382
Foundation expenditures ______._.______ 11,823,821 15,330,059 16,300,931

$20,083,750  $30,47S,435  $31,643,259

The expenditures for student aid are discussed in greater detail under
the student aid funetion page 411. Expenditures of federal funds for
other purposes are discussed under ‘‘organized research and special
projects’’ page 409.

Student Fees

A total of $42,391,467 in student-fee income is budgeted against pro-
posed expenditures for 1967-68 included in the Governor’s Budget. This
figure includes $18 million for tuition, $16,477,963 in other regular
session fees (materials and services, nonresident tuition, application and
miscellaneous fees) and $7,913,504 for summer sessions and extension
programs. In Table 33 we show budgeted income by source for 1967-68
in comparison with estimated and actual income for the two preceding
years.

Table 33
Income From Student Fees and Other Charges

Actual Hstimated Budgeted

Regular Session 1965-66 1966-67 1967-68
Materials and services fee___________ $10,198,040 $11,402,100 $12,821,333
Nonresident tuition ____.___________ 1,879,049 1,922,873 2,173,178
Application fee 814,928 732,135 895,560
Miscellaneous 413,638 460,788 608,412
Summer Session 5,321,656 6,161,541 6,200,196
Extension 1,725,577 1,669,004 1,713,308
Subtotal $20,352,888 $22,348,441 $24,311,987
Tuition - ——_ i — 18,000,000
Total —__ $20,352,888 $22,848,441 $42,411,987

The question of tuition is discussed on pages 290-297 of this analysis.

As of this writing, the amount of tuition charge to be proposed to
raise the $18 million budgeted as tuition income has not been an-
nounced. On the basis of our estimates, the $18 million itself would
require a charge of nearly $120 per student, but this does not take into
account the amount of additional income which might be raised for
student aid.

Estimated income from the materials and services fee is based on a
fee of $76 per year for 152,480 ‘‘regular’’ students (6 units or more)
and $39 per year for 52,910 “‘limited’’ students. The fee is expected to
cover the cost of materials and expense budgeted as administration and
teaching expense and audiovisual services within the instruction fune-
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tion, and current expense for the student health services, counseling and
testing, activities and housing, placement, foreign student advisors, and
part of student loan administration within the student services fune-
tion. Total expenditures for these purposes are estimated to be $12,772,-
960, as compared with fee income of $12,517,892 (excluding $282,921
for Los Angeles summer quarter and $20,520 for the International Pro-
gram) for a deficit of $255,068, as indicated below:

Expenditures:
Instructional materials - $4,326,350
Audiovisual services 227,225
Student health services ____ 3,132,973
Counseling and testing 2,497,358
Activities and housing 1,023,427
Placement 1,013,185
Student loan administration _ 294,403
Foreign student advisers 258,039
Total $12,772,960
Fee income 12,517,892
Deficit _ $255,068

A proposal to increase the materials and services fee to a level neces-
sary to eliminate this deficit and to provide some workload increases for
those student personnel services which have been carried at current year
levels -is being considered by the Chancellor’s Office. The Trustees have
approved an increase in the fee to $90 per year based upon an earlier
proposal to increase the level of service in this area.

If no such proposal is advanced, we will recommend an increase in
the fee to eliminate the budgeted deficit. We will withhold our recom-
mendation, however, until the Chancellor’s Office has determined what
its final request will be.

‘The other major state college fee is nonresident tuition which is $600
for students from other states and $255 for foreign students. Income
from this source is based upon an estimated total enrollment of 2,777
students from other states and 2,645 foreign students, less estimated
waivers for 335 students or 6.2 percent.

We recommend an increase im reimbursements from mnonresident
tustion from $2,173,178 to $2,424,378, corresponding to an increase in
the nonresident fee for out-of-state students from $600 to $700 per year.

Nonresident tuition is expected to cover the average teaching cost per
full-time equivalent student. Average teaching cost is defined as includ-
ing faculty salary and benefit costs for that portion of their time which
is devoted to teaching, technical and clerical salaries for faculty sup-
port positions and the cost of teaching materials and services not sup-
ported by the materials and services fee. On this basis total teaching
cost for 196768 is approximately $103 million, including the amount of
$5,965,255 for a faculty salary increase, and the cost per FTE unit of
enrollment, is $734.

The present charge of $600 per year was established in 1965 for the
1965-66 academic year. Recently the Trustees, acknowledging the in-
crease in teaching costs over the past two years which has resulted
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largely from faculty salary increases, authorized an increase in the fee
to as high as $720 per year. This increase was not, however, incorpo-
rated in the college budgets. In our opinion a budgetary adjustment
equivalent to an increase to $700 per year is justified at this time.

We also recommend that the application fee be increased from $5
to $10 to cover increased expenditures for admissions staff and expense
and that estimated income from this fee be increased by $850,000 for
1967-68.

The application fee is a one-time fee levied to cover the cost of
processing applications for admission. This fee was established in 1963
and has remained at the level of $5 since that time. It is intended that
this fee will cover the costs of processing applications for admission and
will also encourage students to limit the number of colleges to which
they submit such applications, thereby minimizing the burden on the
college admissions offices which the practice of submitting multiple
applications has imposed.

‘When this fee was first charged in 1963-64, total expenditures for
admissions and records functions were approximately $2,650,000,
approximately 144,400 applications were processed and fee income
amounted to $721,985. For the budget year 196768, total expenditures
for admissions and records are to be approximately $4,740,000, for an
increase of over $2 million, an estimated 179,112 applications are ex-
pected to be processed and fee income is estimated at $895,560.

The $2 million increase in expenditure for admissions and records
during this period results from staff increases related to enrollment
growth and augmentations for the administration of new admission
standards and price and salary increases. In our opinion an increase in
the application fee to $10 is overdue inasmuch as the greater part of
the increased cost appears to be directly related to the admission
process. The $5 increase which we propose would provide an inecrease
of approximately $850,000 in fee income for 1967-68.

Auxiliary Enterprise Income

Auxiliary enterprise expenditures which are reported in the Gover-
nor’s Budget are discussed on page 419. These activities are admin-
istered as separate funds without any support from the General Fund
and expenditures are therefore matched in full from current income
(room and board charges, parking fees).

. Table 34
Auxiliary Enterprise Income for Support of Current Expense

Student Housing : 1965-66 1966-67 1967-68

Dormitory Revenue Fund _____________ $1,971,303 $2,201,857 $2,232,456

Auxiliary Enterprise Fund ____________ 150,334 158,025 151,743
Parking :

Parking Revenue Fund _______________ — 1,030,360 1,046,812

Totals _— $2,121,637 $3,390,242 $8,431,011

Miscellaneous Reimbursements

Miscellaneous reimbursements and other income are shown in the
. Governor’s Budget as reimbursements for reimbursed activities. These

424




CGeneral Summary Education

California State College—Continued

funds are mainly payments from auxiliary organizations, primarily the
college foundations, for services and facilities provided by the colleges
and miscellaneous reimbursements from nongovernmental agencies.

Table 35
Miscellaneous Reimbursements _
1965-66 1966-67 1967-68
Auxiliary organizations _______________ $637,093 $656,178 $866,937
Residence halls 120,838 141,309 154,232
Special programs and projects__._.._..____ 795,842 1,544,008 1,404,170
Parking 1,902,895 __ _
Other 118,904 305,590 960,705
Totals $3,575,572 $2,647,085 $3,386,044

Net General Fund Cost

After deduction of federal funds, student fee income (including pro-
posed tuition income) and other reimbursements amounting to a total of
$80,937,210, as indicated in Table 31, the net requirement from the
General Fund amounts to $179,349,954. The 10-percent reduction pro-
posed in the Governor’s Budget would reduce this figure to $160,211,-
485, which includes $5,965,255 in salary increase funds.

The net General Fund cost for 1967-68 may be compared with Gen-
eral Fund support for 1965-66 and 196667 as follows:

Total Nonstate Net General

expenditures funds Fund cost
196566 . _______ $183,692,440 $47,068,542 $136,623,898
196667 _____________ 234,325,212 59,153,407 175,171,805
i967-68 ______________ 260,287,164 80,937,210 179,349,954

POLICY OPTIONS
Nonresident Tuition for Foreign Students

‘When the Education Code sections dealing with nonresident tuition
were amended in 1961 to raise the minimum tuition level from $180 to
$360 per year, language was added making an exception for foreign
students and limiting tuition for such students to a maximum of $255.
This limitation has been maintained despite successive increases in
tuition for students from other states in recognition of rising teaching
costs.

The principal reason which has been put forth for limiting the charge
to foreign students is that such students are of such importance to the
college environment that special effort must be made to encourage their
enrollment. It is argued that foreign students by their presence make a
substantial contribution to range of thought and knowledge on each
college. Moreover, it is contended that the economie background of the
majority of these students precludes their paying the regular nonresi-
dent tuition.

‘We have seen no data to substantiate this last point and therefore
have no way of verifying its accuracy or.significance. It should be noted,
however, that the colleges can and do grant tuition waivers to students
with exceptional need. For 1967-68 it is estimated that 70 foreign
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students out of a total of 2,644 will be granted waivers. For the current
year the estimate is 84 out of a total of 2,034. :
‘We believe that the Legislature might well consider amending the
present statute to increase tuition for foreign students to some larger
proportion of the regular charge. If nonresident tuition for out-of-state
students is raised to $700, as we recommend, tuition for foreign students
might be raised to at least 50 percent of that figure, or $350. This would
increase tuition revenue by approximately $244,600, assuming no change
in estimated foreign student enrollment or increase in the number of
tuition waivers granted.

CALIFORNIA MARITIME ACADEMY
ITEM 96 of the Budget Bill Budget page 379

FOR SUPPORT OF THE CALIFORNIA MARITIME ACADEMY
FROM THE GENERAL FUND

Amount requested in Budget Bill $580,044
Budget request before identified adjustments____________ $626,814
Increase to recognize full workload change__._._._________ 17,680
Budget as adjusted for workload change ______________ $644,494
Adjustment—undetailed reduction (10 percent)________ 64,450
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET___ None

BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $64,450

Summary of Policy Options
Reduce state support by $250 per student, or $67,500, and direct the
Board of Governors of the California Maritime Academy to seek an
increase in the level of federal support.

GENERAL PROGRAM STATEMENT

The California Maritime Academy, located at Morrow Cove, Vallejo,
provides a three-year training program for young men who seek to be-
come licensed officers in the Merchant Marine. It is one of four such
state-operated academies in the United States.

The curriculum consists of specialized training for deck and engineer-
ing officers, plus general academic courses which emphasize basic skills.
The training program requires three years, with each year divided into
two terms of instruction on shore and one term of training at sea
aboard the academy’s training ship, the Golden Bear. Graduates are
awarded bachelor of science degrees upon successful completion of the
appropriate Coast Guard license examination.

The academy is governed by a five-member board of governors consist-
ing of the State Superintendent of Public Instruction and four others
appointed by the Governor. The board appoints a superintendent who
is chief administrative officer of the academy.

Students who apply for admission are selected by examination and
are appointed both by legislative district and on a statewide basis.
Enrollment has been maintained at the level of about 220 to 240 stu-
dents, including a few from out-of-state.
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Table 1
Annual Average Enrollment

Budget

estimate Actual
1963-64 250 220
1964-65 __ 250 227
1965-66 236 238
1966-67 . 242 __
1967-68 _- 242 __

ANALYSIS AND RECOMMENDATIONS

The 1967-68 budget provides for a total current expenditure (before
the 10 percent reduction) of $1,047,968 of which $644,494, or 62 per-
cent, is to be provided from the General Fund. The balance is to be
made up of $210,520 (20 percent) in federal subventions and $192,954
(18 percent) in student fees and miscellaneous reimbursements. In Table
2 the proposed expenditure for 1967-68 is compared with actual and
estimated expenditures for the past three years and projected expendi-
tures through 1971-72.

Table 2
Total Expenditures for the California Maritime Academy
Student
State Federal fees and Total
support subventions  reimbursements  expenditures

Actual

1964-65 . ____ $531,205 $205,702 $145,614 $882,521

196566 ... ________ 563,478 208,121 159,993 931,592
Estimated ‘

1966-67 _ . ________ 618,356 210,520 192,954 1,021,830
Proposed :

196768 .. ___ 644,494 210,520 192,954 1,047,968
Projected

196869 _.__________ 660,800 211,000 193,000 1,064,800

1969-70 ____________ 685,000 211,000 193,000 1,089,000

1970-71 . __________ 709,200 211,000 193,000 1,113,200

197172 . _____ 733,400 211,000 193,000 1,137,400

No significant change in federal subventions is expected for 1967—68.
The amount of $210,520 includes a flat grant of $75,000, plus a payment
of $143,400 which is based upon an allowance of $600 per resident
student and is to assist in meeting the cost of wuniforms, books and
subsistence costs. The cost to the federal government of providing and
maintaining the training ship is not included within the academy’s
budget.

Student fee income is based upon a charge of $750 per year for resi-
dent students and $1,050 for out-of-state students. The current fee
levels were established in 1965.

Total budgeted expenditures per student and net state cost per stu-
dent are shown in Table 3, in comparison with the figures for the four
preceding years.
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Table 3
Cost per Student
Total expenditures Net (state)
per student cost per student
1963-64 $3,657 $2,234
196465 3,888 2,340
1965-66 3,914 2,368
196667 (estimated) ______________ 4,222 2,555
196768 (budgeted) ________________ 4,330 2,663
Table 4
Total Expenditures by Function
- Actual EBstimated Budgeted - Proposed
1965-66 196667 1967-68 increase
Administration __________ $104,757 $107,318 $108,865 $1,547
Instruetion —_____________ 267,840 315,562 321,042 5,480
Care and subsistence _____ 262,249 279,219 290,265 11,046
Plant operation __________ 139,097 148,143 152,403 4,260
Ship operation ___________ 157,649 171,588 175,393 3,805
Totals . ______ $931,592 $1,021,830 $1,047,968 $26,138

The increase of $26,138 in total expenditures for 1967-68 is largely
due to an increase of $8,127 for merit salary adjustments and $16,965
for three proposed new positions included in the workload adjustment.
Other items of increase and decrease are as follows:

Personal services

Merit salary adjustment $8,127
Administrative reduction —5,478
Proposed new positions 16,965
Increased salary savings - : —958
Staff benefits 1,850

Subtotal $20,611
Operating expense 8,853
Equipment —3,226

Total increase $26,138

The three new positions include one equipment technician to serviece
mechanical and electrical equipment, and one cook and one food service
assistant to provide more efficient food service. The additional food
service positions are partly offset by a reduction of 1.3 temporary help
positions in that area.

POLICY OPTION

Since 1959-60 state support for the academy has increased from
$365,469, or $1,662 per student, to the budgeted figure of $644,494, or
$2,663 per student. This is an increase of 76 percent for the total state
cost and 60 percent for the cost per student. The contribution from the
students themselves has also been increased to keep pace with rising
costs and improved levels of service.
" The element which has not changed during this period is the federal
contribution. Despite the importance which has been attached to the
academy by federal officials, the federal contribution to current costs
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remains exactly as provided under the Marltlme Academy Act of 1958:
a flat grant of $75,000 plus $600 per student. .

As a consequence, federal support has dropped since 1959-60 from
approximately 30 percent of current expense to only about 20 percent
for the budget year. In our opinion, the Board of Governors of the
Academy should make every effort to obtain a reasonable increase in
order to restore such aid at least to the level which was achieved with
the passage of the 1958 act. An increase in the current allowance per
student from $600 to $850 per year would provide an additional $67,500
in federal support, or approximately the amount of the 10 percent
reduction shown in the present budget. In order to encourage action
by the board of governors and the federal government, the Legislature
could make a corresponding reduction in state support.

CALIFORNIA STATE SCHOLARSHIP AND LOAN COMMISSION
ITEM 97 of the Budget Bill Budget page 381

FOR SUPPORT OF THE CALIFORNIA STATE SCHOLARSHIP
AND LOAN COMMISSION FROM THE GENERAL FUND

Amount requested in Budget Bill - __  $5,581,265
Budget request before identified adjustments ___________ $5,057,062
Increase to recognize full workload change ___.___.._____ 1,144,344
Budget as adjusted for workload change ________________ $6,201,406
Adjustment—undetailed reduction (10 percent) ________ 620,141
RECOMMENDED REDUCTION FROM WORKLOAD BUDGET____ $7,000
BALANCE OF UNDETAILED REDUCTION—REVIEW PENDING $613,141
Summary of Recommended Increases Budget
Amount Page Line
Reduce adjustment for workload. change $—7,000 3881 14
Add Graduate Fellowship Program subject

to further review ) +-470,000 381 15
GENERAL PROGRAM STATEMENT ’

The State Scholarship Commission administers three state student aid
programs: the California State Scholarship Program, the Graduate
Fellowship Program authorized under Chapter 1475, Statutes of 1965,
and state participation in the new federal Guaranteed Loan Program.
The commission consists of nine members appointed by the Governor
to represent public and private institutions of higher education and
the general public. It has a small staff under the supervision of an
executive director. Although established as an independent agenecy,
the commission submits new progranm and policy plans to the Coordi-
nating Couneil for Higher Education for guidance and approval.

The total amount budgeted for the commission for 1967-68 is $6,281,-
826 to be allocated as follows:

General Fedeml Total
. Fund funds expenditures
State Scholarship Program_____ $6,158,856 —_ . $6,158,856
Graduate Fellowship Program .. o . —
Guaranteed Loan Program______ 42,550 $80,420 122,970
Total $6,201,406 $80,420 $6,281,826
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The amount of $80,420 in federal funds is interest income from loan
insurance funds. This amount is included in the Budget Bill as a sep-
arate item of appropriation (Item 98).

The amount budgeted from the General Fund before the proposed 10
percent reduction is $6,201,406. Actual and estimated state expendi-
tures for State Scholarship Commission programs for the past three
years, together with budgeted and projected state expenditures for the
next five years are shown in Table 1.

Table 1

State Expenditures for Programs Administered
by the State Scholarship Commision

Scholarship Graduate Guaranteed Total

program fellowships loans expenditures

Actual

196465 _ ______________ $3,702,058 — — $3,702,058

1965-66 _______________.__ 3,775,523 _— . 3,775,523
Estimated

196667 __ o ___ 4,811,319 - $106,409 4,917,728
Budgeted

196768 . ___ 6,158,856 . 122,970 6,281,826
Projected

196869 _________________ 7,200,000 $550,000 45,000 7,795,000

1969-70 . ___ 8,300,000 625,000 45,000 8,970,000

1970-71 9,500,000 720,000 45,000 10,265,000

The commission’s budget has been constructed without reference to
_ the proposal that tuition be charged at the University and state colleges,
and therefore we have not dealt with this factor in our analysis of the
individual programs. It is clear, however, that the imposition of tuition
would have a substantial impact on present student aid programs and
that if tuition is approved by the Legislature the whole matter of stu-
dent aid will have to be restudied.

ANALYSIS AND RECOMMENDATIONS
State Scholarship Program

This program was established in 1955 with the objectives of: (1) pro-
viding public scholarship funds for California students of high aca-
demic merit who have a demonstrable need for financial assistance so
as to pursue undergraduate studies at a public or private California
four-year institution of higher education; and (2) to permit and
encourage the private colleges and universities to absorb a larger pro-
portion of undergraduate enrollment and thereby to reduce the demands
on taxpayers for current and capital outlay funds for public institu-
tions of higher education.

The scholarships cover tuition and other required fees at the institu-
tion of the student’s choice. According to statute, the amount of each
award may range from $300 to $300 plus 90 percent of tuition and
other fees over $900, up to a maximum of $1,500. The number of
awards to be granted each year is now set at the equivalent ¢f 1 percent
of the number of high school graduates for the preceding year, plus
prior awards renewed for continuing students. For 1967-68 it is esti-
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mated that there will be 2,750 new awards and 4,650 continuing awards
for a total of 7,400, plus approximately 250 awards held in reserve for
junior college students.

Of the total amount of $6,158,856 budgeted for this program for
1967-68, $5,920,000 is for award funds and $238,856 is for administra-
tion. The amount for award funds has been computed on the basis of
7,400 awards at an average of $800 per award. The average cost has
been estimated according to the proposed level of tuition and other
fees for institutions attended by present scholarship holders. The aver-
age award cost budgeted for 1967-68 may be compared with the average
cost for previous years as shown in Table 2.

Table 2

General State Scholarship Award Funds
1962-63 through 1967-68

Number of Average Total general

awards award amount eward funds
196263 _ 38,840 $575 $2,208,148
196364 4,480 573 2,567,857
1964-65 5,120 691 3,538,807
1965-66 5,120 701 3,588,952
196667 (est.) 6,100 750 4,575,000
196768 (est.) 7,400 800 5,920,000

~ On the basis of the past experience it is believed that about 60 percent
of new and continuing awards winners will attend private institutions,
33 percent will attend the University of California and 7 percent will
attend a state college.

The proposed amount of $238,856 for the administration of this pro-
gram would provide a net increase of $2,537, or 1.1 percent, over
1965-66. The increase is attributable to an increase of $2,165 for salaries
and wages, $817 for operating expense and a reduction of $1,822 in
equipment.

It is expected that approximately 24,000 applications will be received
by the commission for the 2,750 new awards to be granted in 1967-68
and that approximately 4,650 students who now hold scholarships will
request renewal of their awards. The proposed administrative cost is
the equivalent of $3.23 per award, as compared with an estimated cost
of $3.87 per award for 1966-67 and $3.62 per award for 1965-66.

In Table 3 we show selected program data for the four-year period
196263 through 1965-66. Awards granted in the spring of 1965-66 are
being used in the 1966—67 academic year.

Table 3
Selected Program Data—State Scholarship Program
1962-63 1963-64 196465 1965-66
Applications and awards

Total applications _____________ 15,913 19,920 21,090 22,252
New awards granted....._—_______ 1,844 1,824 1,632 2,650
Renewed awards ._____________ 2,636 3,296 3,488 3,392
Final awards granted ... _.___ 4,480 5,120 5,120 6,042

Qualifying SAT scores
Minimum score for high school
seniors (at large) ____________ 1,142 1,181 1,205 1,130
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Table 3—Continued
Selected Program Data—State Scholarship Program

Distribution of winners by class

level 196268 1963-64 - 196465 1965-66
Freshmen 37.19, 32.7% 27.49% 39.29,
Sophomores . _____._________ 28.9 26.9 27.8 21.0
Juniors __ 225 23.7 24.1 22.7

Seniors ______________________ 115 16.8 20.7 171
Distribution by type of institution '

Independent institutions _______ 65.09% 63.9% 62.39, 60.4%
University of California ___.____.. 289 30.0 32.2 32.8-
California state colleges ________ 6.1 6.1 5.5 . 6.8

We recommend approval of the amount budgeted for this program.

Graduate Fellowship Program

Under the provisions of Chapter 1475, Statutes of 1965, a new Grad-
uate Fellowship Program was established to provide assistance for out-
standing graduate students who intend to become teachers in a college
or university in California. The principal objective of the program,
according to the statute, is to increase the supply of college and univer-
sity faculty, particularly in those subject fields in which there is a
critical shortage of teachers. The commission is charged with the respon-
sibility for determining the relative needs of the various subject fields
and must give this consideration in granting awards. The statute fur-
ther provides that a nine-member commission, composed of college and
university teachers and graduate deans, shall be appointed by the State
Scholarship Commission to aid and advise it in the administration of
this program. '

The fellowships are to be limited to one year, including one summer
term, unless ‘‘extraordinary circumstances’’ require a renewal. The
fellowships are to be granted on a competitive basis, taking into ac-
count an applicant’s undergraduate record, his aptitude for graduate
study and his financial need (apart from his family’s financial ability).
The number of awards each year has been set at the equivalent of 1
percent of the number of baccalaureate degrees awarded by accredited
California colleges. and universities during the next preceding year.
The amount of each award is to be determined according to each recipi-
ent’s need, up to the full cost of tuition and regular fees. Each recipient
is to be allowed to receive up to $1,800 per academic year through a
teaching assistantship or other fellowships before any deduection. is
made in his award.

No funds have been provided in the present budget for this program,
reflecting a decision to postpone the first year of awards. This decision
should be reviewed very carefully by the Legislature. Deletion of all
support for one year means that the first awards will be for the aca-
demic year 1969-70 rather than for 1967-68 as originally planned.
The selection process planned for this spring would be postponed until
administrative funds would again be available, presumably in 1968—69.

In view of the fact that this is not a new program but one which was
authorized in 1965 and for which the initial appropriation was made at
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the last session, we recommend that the program be reinstated. We
know of no justification related to the program itself for eliminating the
funds for this program. We believe that the funds for this program
should be restored pending clarification of the overall level of support
to be provided for higher education for 1967-68. If this expenditure is
then found to require a reduction in support for items of higher prior-
ity, it can be reviewed in that light.

We therefore recommend that this item be augmented by $470,000
or so much thereof as is necessary in order to finance the graduate fel-
lowship awards for 1967-68, subject to further review in relation to
the overall level of support to be provided for higher education in
1967-68.

Guaranteed Loan Program

Under the provisions of Title IV, Part B, of the Higher Education
Act of 1965, the federal government established a new low-interest
Guaranteed Loan Program for college students of all income levels. The
two principal features of the new program are that the federal govern-
ment: (1) provides loan insurance funds to enable private financial
institutions to make loans to students at interest rates of no higher
than 6 percent; and (2) subsidizes student interest costs to the extent
of eliminating interest while a student remains in college and limiting
it to a maximum of 8 percent thereafter during the repayment period.
Any student borrower whose adjusted family income is less than
$15,000 at the time he receives a loan is eligible for the interest subsidy.

The declared purpose of the program is to make such low-interest
loans aceessible to all college students by strengthening existing state
or nonprofit private guaranteed loan programs, encouraging states
which do not now have a guaranteed loan program to establish a pro-
gram in any state which is unwilling to do so. Except where the federal
government is required to administer a program directly, the program
within each state is administered or supervised by a single state agency
‘which is responsible for establishing standards within the framework of
the federal legislation and regulations, to managing the insurance re-
serve funds provided by the federal government, administering the pay-
ment of interest subsidies and coordinating the services of the indi-
vidual private financial institutions.

In general, the law permits the state agencies to administer the pro-
gram directly or to authorize a private nonprofit agency to do so under
the supervision of the state agency. In either case the students receive
their loans from a bank, savings and loan association, credit union or
other appropriate private financial institution, and the lender is re-
sponsible for the normal disbursement and collection procedures, sub-
ject to the state and federal regulations. The State Scholarship and
Loan Commission has been designated as the agency to administer
California’s participation in this program (Chapter 63, Statutes of
1966, Pirst Extraordinary Session).

Loans may be provided in amounts ranging from $300 to $1,000 per
year by leading institutions on the recommendation of the colleges. The
commission guarantees loans for full-time students from families with
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an adjusted family income of less than $15,000 per year. It is estimated
that 8,000 such loans will be guaranteed during the current year, the
first year of the program, and that the number will increase to approxi-
mately 20,000 by 1967-68. The average amount of each loan is expected
to average about $800 during the current year.

Federal funds used to guarantee these loans are deposited in a spe-
cial reserve fund, and interest income from this fund may be used to
help support administrative costs to the state. Accordingly, $80,420 in
estimated interest for 1967-68 has been deducted from total budgeted
administrative cost of $108,933, reducing state ecost for this program to
$28,513 for the budget year:

‘We have been informed that the cost of data processing services
which are obtained by eontract are now expected to be approximately
$23,000 for 1966—67 rather than $30,234 as provided within the work-
load adjustment. We recommend, therefore, that operating expense for
this program be reduced by $7,000.

CALIFORNIA STATE SCHOLARSHIP AND LOAN COMMISSION
ITEM 98 of the Budget Bill Budget page 381
FOR SUPPORT OF THE CALIFORNIA STATE SCHOLARSHIP

AND LOAN COMMISSION FROM THE STATE GUARANTEED
LOAN RESERVE FUND

. Amount requested , $80,420
. Estimated to be expended in 1966-67 fiscal year None
Increase _ - $80,420

This item provides for the appropriation of $80,420 in interest earn-
ings from the Guaranteed Lioan Reserve Fund for support of adminis-
trative expenses incurred by the State Scholarship and Lioan Commis-
sion in operating the Guaranteed Lioan Program.

The program is described on page 433 of this analysis. This interest
income is generated from federal loan guarantee funds deposited as re-
serves for the student loans authorized under this program.

" We recommend approval in the amount dbudgeted.

DEPARTMENT OF EMPLOYMENT
ITEMS 99, 100 and 101 of the Budget Bill Budget page 384
FOR SUPPORT OF THE DEPARTMENT OF EMPLOYMENT
FROM THE UNEMPLOYMENT COMPENSATION DISABILITY
FUND, THE DEPARTMENT OF EMPLOYMENT CONTINGENT
FUND AND THE UNEMPLOYMENT FUND

Amount requested, Unemployment Compensation Disability Fund (Item

99) $11,431,901
Amount requested, Department of Employment Contln"ent Fund (Item

100) 499,644
Amount requested, Unemployment Fund (Item 101) ________________ 22528
Total requested $11,954,073
Estimated to be expended in 1966-67 fiscal year _ 12,096,690
Decrease (1.2 percent) - S $142.617
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