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California’s system of public education is composed of elementary,
high school and unified school districts; the community colleges (for-
merly junior eolleges) ; the California State Colleges; the University of
California; the California Maritime Aecademy; and the state-operated
schools for handicapped children. Support for education is derived
from a variety of sources, including the State School Fund, local prop-
erty taxes, State General Fund appropriations, and programs of fed-
eral aid.

SUMMARY OF STATE EXPENDITURES FOR EDUCATION

In 1971-72, as in recent years, state expenditures for eduecation will
continue to account for the largest share of the budget dollar. The
budget summaries which follow indicate that in 1971-72 more than
$2.33 billion will be spent by the State of California for all facets of
education. Budget summaries indicate that such expenditures represent
47 percent of the proposed General Fund ezpenditures during the
budget year and 36.8 pereent of all expenditures. These amounts inelude
(1) continuing support for the University of California, the California
State Colleges, the public school system and state special schools, (2)
support for special programs such as the Miller-Unruh Basiec Reading
Act, compensatory education, vocational education, debt service on
public school bonds and (8) eapital outlay expense for the University,
the state colleges and the state-operated schools for handicapped
children. Table 1 shows total state operational expenditures from the
Qeneral Fund for the past fiseal year, estimated expenditures for the
eurrent year and the amounts proposed for 1971-72 for state operationg
associated with eduéation.

Table 2 shows eapital outlay for the same three-year period.

The final element of State General Fund support for edueation eon-
sists of local assistance subventions shown in Table 3.

Summary information in Table 4 indicates that a total expenditure
of $2,335 million is estimated for the budget year, which is a decrease
of 3.8 percent over the current year.
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Genenl Fund Expenditures for State Educational Operations

Sitate operations

Department of Education
Special schools
University of California

California State Colleges
Hastings College of Law
Scholarship and Loan Commission
Board of Governors, California GCommunity Colleges_______
Coordinating Counecil for Higher Education oo o _____
Maritime Academy.

Total state operations.

Table1
Aciual Estimuted . Proposed -Change from 197071
1969-70 1970-71 1971-72 Amouni Percent
$9,707,034 $8,655,508 $3,080,608 $-565815 —65%
7,517,649 8,512,281 8,723,145 +210,864 +25
329,334,145 337,000,295 337,090,295 — i
284,962,524 310,597,216 315,972,193 + 5374977  +1.7
958,065 1,266,243 1,298,737 +42.404 +34
13,011,695 16,997,060 20,600,000 +38,002,910 +177
674,140 871,582 979,574 +$+107,892 4124
508,548 432,220 458,000 + 25,780 +6.0
808,125 803,631 791,000 —12,631 —I1.6
$647,472,925  $685,216,036 $693,402,637 $4+8,186,601 4-1.09%
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Summary of State Expenditures for Education—Continued

wonyeonpy

Table 2
Educaticnal Capital Outlay Expenditures
Actual Fstimated Proposed Change from 19%0-71

Cepital Outlay 1969-70 1970-71 1971582 Amount Percent
University of California -

General Fund - _— _ — _—

Bond Fund — — $10,848,000 ——  $—10,848,000 —100

Tideland Qil Revenues?._ $29,768,000 413,000 - —413,000 ~—100

Education Fee Fund __ —_— 9,957,000 $23,900,000 +4-13,943,000 4140
State Colleges

General Fund - _— - - — e

Bond Fund .___ 26,727,000 25,803,000 -~ =25,908,000 —100

Tideland 0il Revenues? _ 23,833,000 10,822,000 - —10,822.000 —100
Community Colleges

General Fund 26,915,000 — — — -

Bond Fund 4,445,000 19,137,600 10,611,000 —8,626,000 —ab
Special Schools

General Fund 91,000 103,000 — —103,000 —100

Bond Fund — 85,000 — —85,000 ~100
Totals $111,779,000 $77,268,000 $34,411,000 $—42,857,000 —bH55%

General Fund 27,006,000 103,000 —0— —103,000 —~-1009,

Bond Fund _ 31,172,000 55,973,000 10,511,000 —45462,000 —81

Tideland Oil Revenuesl 53,601,000 11,235,000 —0— —11,235000 —100

Education Fee Fund — 9,957,000 23,900,000 413,943,000 140

1 AN approgriations were made from the Capitzl Qutlay Fund for Public Higher Bducation {(Tidelands 0#). However, sinee this fund did not have suMicient reverme to ~
covet appropriations, the General Fand provided & lump sum traznsfer io make it sclvent. Therefore, all expenditures are shown as frem the Capitnt Outlay Fund
for Public Higher Edueation sinee the aptual gdivision by eollege sysiem i diffieult te caleulate and would represent arbitrary allotments.
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Table 3

State General Fund Subventions for Education

Actual Estimated Proposed Change from 1970-71
Subventions 1969-70 197011 197172 Amount Percent
Apportionments to Publie Schools $1,422,168.242 §1,458,241,072 $1,459,400,000 $46,158928 +0.49%
Loang to School Distriets 548,037 —177,678 —197,679 420,001 +113
Eduecational Tmprovement Act 5,000,000 —_— _— - —_—
Instructional Television 696,027 725,600 800,000 +75,000 4103
Compensatory Education 10,834,260 11,000,000 11,000,000 — _—
Special Bilementary School Reading Program 22,407,901, 18,000,000 18,360,000 +360,000 +2.0
Mathematics Improvement Program 624,199 925,000 _— —925,000 —100.0
Children’s Centers _ 8,715,590 10,399,712 10,627,666 + 227,954 +2.2
Children’s Centers Construction 1,655,460 344,540 _— —344,540 —100.0
Gruants to Teachers of Physically Handieapped Children____ 148,879 150,000 150,000 — __
Loans to Teachers of Educationally Handicapped Childcen__ 50,000 _— - — -
State School Lunch Program ______ 500,000 — _— - _—
Free Texthooks —— 22,693,923 21,307,110 17,828,000 —3,479,110 —16.3
Assistance to Publie Libraries ____ 1,251,616 1,000,000 800,000 —200,000 —20.0
Vocational Edueation __ 720,241 1,330,271 800,000 —530,271 399
Assistance to new Community Colleges —9,441 - __ _ —_—
Subtotals Local Assistance ____ $1,498,245,015 $1,518,245,027 $1,519,567,987 $1,322,960  40.8%
Contributions to Teachers” Retirement Fund 79,000,000 91,000,000 26,000,000 —65,000,000 —T714
Debt Service on Public School Building Bonds.—— .. ____ 47,375,681 51,513,820 57,906,808 +6,392,988 124
Community Colleges Extended Opportunity Program_ _____ 2,940,373 4,505,347 3,350,000 —1,155,347 25.6
Totals $1,627,561,06% $1,665,264,194 $1,606,824,795 $—b8,439,389 —3.59%

Lremwng 12I0U%
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Summary of State Expenditures for Education—Continued

Fiscal year
State Operations

Capital Ouatlay
Local Assistance

Grand Totals

General Fund

Bond Fund

Tideland Oil Revenue
Education Fee ¥und

Table 4
Total State Expenditures for Edacation
Actual Estimatled Proposed Change from 197011
196970 1950-7 197172 Amount Percent
$647,472,925 216,036 $693,402,637 $4-8.186601 +106%
111,779,000 77,268,000 34,411,000 —42,857000 - —55.5
1,627,561,069 1865,264,194 1,606,824,795 —55439399 35
$2.386,812,994 $2,427,748.230 $2,334,638432 —93,109798 —38
2302029094 2350583.230 2200227432 —50.355.798 —21
31,172,600 95,973,000 10,611,000 —45462,600 —S81.0
53,601,000 11,235,000 e —1L235,000 —100.0
__ 9,957,000 23,900,000 -+13,943.000 41400

uoryBOnpPHY
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General Summary Education

SUMMARY OF FEDERAL AID TO CALIFORNIA EDUCATION

Federal assistance to California is composed of a wide variety of
programs which are designed to provide special assistance for (1) a
particular element of the pupil population, (2) instruction in specifie
subject areas and (3) support to relieve significant problems. Table 5
identifies the major progratiis and subprograms of federal assistance
and indicates the antieipated amounts California will receive under
each. The table demonstrates that $387.2 million is anticipated in the
budget year from all programs.

Consolidated Application Form

_ In recent years we have recommended that the Legislature encourage

the establishment of a broad-base working committee composed of ap-
propriate state level eontrol agencies and the Department of Education,
This group would be responsible for developing a consolidated federal
application form and for the development of improved procedures for
the application for and disbursement of federal and state categorical
aid funds.

This recommendation has been based on the fact that districts wish-
ing to receive federal funds under any of the instruetional improvement,
programs such as Title I of the Elementary and Secondary Edueation
Act are required to submit applications for speecific projects or pro-
grams to the department. These are subsequently reviewed by the
State Board of Education before approval is granted. The application
process, or ‘‘grantmanship’’ as it is called by some, is complicated and
time consuming for both school distriets and the Department of Edu-
cation. The applications for each program must generally contain a
deseription of the proposed projeet, a detailed budget, a deseription of
the school district administration responsible for administering the
program and assurance that the proposal meets the requirements of
the particular law. The complexity of the applieation process is indi-
cated by the faet that school distriet administrators are required to
have a working familiarity with 450 pages of federal and state diree-
tions and guidelines and over 125 pages of applieation forms for the
programs that are listed in Table 5. In the smaller school distriets
in the state the variety of applications procedures places a substantial
burden on limited staff time while in larger districts the separate appli-
cation procedure for each program does not encourage effeetive plan-
ning and ecoordination.

Tt was our understanding that the United States Office of Education
was encouraging, on a limited scale, state departments of education to
design consolidated program applications for federal funds. The ob-
jeetive of such consolidated applications was to encourage effective
planning and coordination of all federal programs at both the school
distriet and state department level, to streamline federal application
procedures and to encourage a more effective evaluation of the impaet
of such programs on the quality of edueation.

This recommendation was formalized in ACR 127, Resolutions_Chap—
ter 385, Statutes of 1969, and Chapter 1273, Statutes 1970, which re-
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Education CGeneral Summary

. Table &
Federal Support to California Public Schools
Actual Estimated Bstimated
Program 1869-59 1970-71 197142

Hlementary and Secondary Hducation Act
Title I: Compensatory Kducation

Disadvantaged $85,332,059 $75,366,385  $102,476,920
Migrant 6,462 989 6,399,150 . 8,501,500
Neglected and delinquent —eeoeooo 1,476,195 1,468,077 1,672,015
Handicapped - 1,153,713 1,078,948 1,349,565
State administration e 770,508 1,136,347 1,136,500
Incentive grants — - 119,000 119,000
Bpecial grants ___ - 1,300,000 1,300,000

Subtotal Title I ______ ... $95,195,464 $86,867,907  $116,555,500

Title IX: School Library Resources__  $3,835,244 $7,000,224 $7,298,432
‘Title III: Supplementary
Educational Centers —. e 8,553,465 9,642,282 9,522 267

Title IV: Planning and Evaluation_ 96,000 96,000
Title V: Strengthening State

Departments __ - 1,910,800 1,910,647 2,000,000
Title VI: Special Bdueation —_____ 1,971,201 2,113,428 2,094,780
Title VII: Bilingual Education ____ 9,709,116 10,000,000 10,000,000
Title VIII: Dropout Prevention ___ - 500,000 500,000

Subtotal ESEA - $121,225090 $118,139488  $148,086,979
EBeonomic Opportunity Act :

Followthrough programs ________. §874,060 $1,042,385 $1,085,917
National Defense Education Act

Title IIL: Critical Subjects —_____ $3,140,647 $3,536,000 $3,536,000

Title V-A: Guidance and Counseling 1,326,026 1,298,759 -~

Subtetal NDEA $4,466,673 $4,834,759 $3,536,000

Bducation Professions Development Act

Vocational-technieal . - $607,532 $608,000

Classroom personnel —— .. $1,066,649 996,363 1,030,200

Teacher COIPS — oo 52,250 - 56,300

Subtotal EPDA __ . $1,118,899 $1,603,895 $1,694,500

Vocational Education Act

Program improvement ____________ $23,344,8506 $26,094,151 $25,448,822

Education and research __________ - 1,389,473 1,380,473

Subtotal Voeational Education__.. $23,344,856 $27,483,624 $26,8388,205
Adult Educetion Aet oo $2,099,633 $2,222 876 $1,687,904

Manpower Development and
Training Aet '
Qccupational training a-e e o $12,308,200 $12,100,000 $12,370,000

Beonomie Qpportunity Act R

Headstart $28,814,824 $24,000,000 $24,000,000
Aid to Federally Impacted Arees

PL 8§74 - $88,000,000 $95,000,000  $102,000,000
Construction Assistance

PL 815 $10,109,913 $2,000,000 $2,000,000

Child Nutrition Program 22,856,187 37,358,025 63,955,800

Total Federal Afd e $310,218,285  §323,779,052  $387,285,395
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General Summary Education

quested the Superintendent of Public Instruction to establish the pro-
posed working committee and develop a consolidated application form
with the cooperation of the Department of Finance, Office of the Au-
ditor General, Office of the Legislative ‘Analyst and representatives of
the Senate and Assembly Committees on Education,

In the current year the recommended advisory committee was con-
vened and drafts were prepared for a ‘“Manual for the Application for
Funds Under Categorical Aid Programs Administered by the California
State Department of Education’’ and a ‘‘Consolidated Application
Form for Federal Categorical Aid Funds.”’ The State Board of Edu-
cation has approved the procedures manual and application form and
authorized its use in selected pilot distriets. If the results in the pilot
districts are promising, the program can then be implemented state-
wide.

Title [—Elemeantary and Secondary Educati;m Act

Title I of the Elementary and Secondary Edueation Act of 1965,
Public Law 89-10 is a special program of federal finanecial assistance
to local educational agencies serving areas with high concentrations of
low-income or agrieultural migrant families to expand and improve the
quality of their educational programs. This program commonly identi-
fied as compensatory education provides funding for school distriet
programs, children of migrant agrieultural workers, state operated
schools and hospitals for the handicapped and California Youth Au-
thority institutions for delinguent youth. Table 6 reviews California’s
total allocation of Title I funds in 1969-70. -

Table 6
Compensatory Education Programs 1969-70
Programs . Amount Percentage
Sehool Distriets ____ ———— 387,531,244 90.4
Children of Migrant Agricultural Workers _ oo ooeees 8,709,604 6.9
Handicapped Children —_ 1,153,713 12
Delinquent Youth in State Institutions _____ . omuonn 1,476,195 15
Total ' $96,870,756  100.0

The system of congressional appropriations presented significant
problems to Title I, as well as other federally supported programs in
California. At the beginning-of the 1969-70 fiscal year advance alloca-
tion authorized the expenditure of $72.8 million while final appropria-
tions inereased this amount by $24.1 million to $96.9 million although
authorization was granted by Congress to carry over unexpected funds
ﬂ&e uncertainty of support severely hampered local and state planning
efforts.

In its report to the State Board of Hduecation entitled ‘‘Ewvaluation
of ESEA Title I Projects of California—Annual Report 1969-70"°, the
Office of Compensatory Education reported that substantive changes
have been made in the guidelines under which school districts develop
and operate their programs, Specific requirements provide that distriet
programs shall:

(1) Guarantee an expenditure of at least $300 per pupil from all
funding soureces,
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Eduncation General Summary

Summary of Federal Aid to California Education—Continued

(2) Be composed of the following six components: language develop-
ment, mathematics, staff development, auxiliary serviees, intergroup
relations and parent involvement.

(3) Concentrate on services to kindergarten through grade 6.

(4) Develop performanee ohjectives.

The requirements further stipulate that programs should be provided
only to the most educationally disadvantaged students,

In 1969-70 a total of 223,723 students received special assistance
through Title I school distriet programs. This is an 11 percent decrease
over the 251,311 reported in the previous year. Of this total 96.4 per-
cent were enrolled in public schools and 3.6 percent were enrolled in
nonpublice schools. -

The report summarizes achievement of partieipants in the program
for both language development and mathematics as measured by stand-
ardized tests. The categories of evaluations are as follows:

(1) Substantial Improvement—Growth equal to or greater than 1.5
years for a school year or 1.5 months per .month of instruetion.

(2) Moderate Improvement—Growth equal to or greater than one
year for the school year or one month per month of instruetion.

(3) Little or No Improvement—Growth was less than one year dur-
ing ‘the school year or one month per month of instruetion.

. (4) TIrregular Data—The evaluation report submitted was inadequate
for any determinations on the projects effectiveness,

Tt is important to note that the norm for edueationally disadvantaged
without the benefits of compensatory edueation is 0.7 of a year’s
progress per year of instruction and that the Division of Compensatory
Education does not aceept less than one year of progress for one year
of instruction as an acceptable level of improvement. Table 7 reviews
reported achievements in both reading and mathematics components,

Table 7 .
Reading and Mathematics Achievement of Students
In Title | Projects
Percent of studenis in project

Reading achievenment Moethemalics achievement 1
Rating - 196768  1968-69  1969-70 ‘ 1969-10

{1) Substantial .

improvement ___  9.6% 1419, 8.6% 5.09;
{2) Moderate

improvement ___ 35.8 50.1 524 61.5
(3) Little or no i

improvement _._ 428 26.5 30.1 24.6
{4) Irregular: _____ 11.8 9.3 8.9 8.9 }

11989-70 was the first :}ear in which mathematics was & required component. There are no comparable daia
from previoys years.

It will be noted the percentage of projects reporting moderate .or
substantial progress decreased from 64.2 percent in 1968-69 to 61.0
percent in 1969-70 while the percentage of projects reporting little or
no improvement inereased from 26.5 percent to 30.1 percent for the
same period. Reduction in the percentage of effetive projects can
partially be attributed to the redefined guidelines of the Department of
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General Summary Education

Education which concentrate on the student identified as the most dis-
advantaged. However, we believe that this should be a matter of
“legislative concern if this trend is not reversed in the eurrent year.

In a more detailed analysis of the 11 big city school distriets
which receive more than $1 million each per year more promising
-results were reéported. Standardized test resulis for the language com-
.ponent indicated that median gains for the elementary schools ap-
proached 1} months of growth for each month of instruction and simi-
Jdar gains in the mathematics compenent. ’

We recommend that legislation limit the number of standardized
test dnstruments which are used fo evaluate the language and mathe-
matics components of Title I of the Elementary and Secondary Edu-
eation Act. The ESEA Title I evaluation report of the Department of
Education points out that loeal school districts deecide which stand-
ardized test to use in the evaluation of their language and mathematies
components. This resulted in a total of 29 different kinds of standard-
ized reading or reading readiness achievement tests in 1969-70. The
report further states that the ‘‘use of many different tests to evaluate
reading components at each grade level severely reduces the ability
of evaluators to determine the effectiveness of alternative methods of
organizing reading instruetion,”’

‘We believe that the wide variety of evaluation instruments also
seriously affects the overall reliability of performance reports on the
quality of the program. We believe that legislation should be enacted
to amend existing state law.on compensatory education (the MeAteer
Aect) to require the State Board of Education to adopt either one
specific standardized test or a limited number of standardized tests to
evaluate the reading and mathematics components. If the latter op-
tion is chosen it should be accompanied with a plan for assuring the
comparability of data on the different tests.

Title l][-—Elementary and Secondary Education Act

Title III of the Elementary and Secondary Edueation Act of 1965
(Public Law 88-10) is designed to develop imaginative solutions to
eduecational problems, to utilize more effectively research findings and
to ereate, design and make use of supplementary centers and services.
The primary objective of this program is to translate the latest knowl-
edge on teaching and learning into widespread edueational practice and
to create an awareness of new programs and services of high quality
whiech can be incorporated into school programs.

Several important changes were made to the Title IIT program in
1967. First, the administration of Title IIT projecis would become the
responsibility of the state after a state plan was prepared for Title IIT
projects and the plan was approved by the United States Office of Edu-
cation for funding. Second, the state educationial agency was made re-
sponsible for the dissemination of information concerning projeect re-
sults. Finally the program, which was originally established as the
National Defense HEducation Aet Title V-A, for guidance counseling
and testing in grades 1 through 14, was consolidated with Title ITI.
Table 8 reviews the level of funding for Title III in recent years along
with the amounts for NDEA V-A,
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Summary of Federal Aid to California Education—Continued

Table 8
Title 1l ESEA and NDEA V-A
1968-69 196970 1976-71
Actual Actual Bstimeated
Title YIT BSEA _______________ $14,169,583 $9,008,455  $10,493,072
Title VVANDBA _______________ 1,559,065 1,326,026 1,298,759
Total $15,728,618  $10,332,471  $11,791,831

The allocation of Title IIT funds is governed and controlled by a
wide variety of state legislative requirements. The basic component of
these provisions is Chapter 1442, Statutes of 1968, which established
an Educational Innovation Advisory Commission. It is the duty of this
group to review all Title III projects for recommendation to the
State Board of Eduecation. Subsequent legislative programs such as
Chapter 1493, Statutes of 1969 (The Innovative Schools Programs)
have confused the authority and responsibility for this program. We
believe that the role and responsibility of advisory boards, commissions
+and committees must be comprehensively reevaluated by the Depart-
ment of Edueation and will be considered in that section of this
analysis,

Title V—Elementary and Secondary Education Act

Title V of the Elementary and Secondary Education Act authorizes
a system of grants from the federal government to strengthen the lead-
ership resources of state and local educationtal agencies. The federal
law, as amended by Public Law 91-230 enacted in April of 1970, au-
thorizes a four-part program as follows:

"Part A—Grants to Strengthen State Departments

Part B—CGCrants to Strengthen Local Agencies

Part C—Grants to Comprehensive Educational Planning and Evalu-

ation
- Part D—Couneils on Quality in Education

Part A is the original component of Title V and the only one funded
by the federal government. The remaining segments (Parts B, C and D)
were added by the April 1970 amendments and are yet to b_e funded.
The federal legislation places few restrictions om the utilization of
Part A funds but indicates that appropriate expenditures might in-
clude educational planning, data collection, dissemination of informa-
tion, research and demonstration, publication, teacher training and
consultative services. Projects which are 100 percent federally funded
are initiated, reviewed and approved by the State Board of Education
on the advice of the Department of Education. Table 9 reviews the
State Department of Education’s projects and expenditures from
196566 through 1969-70.

A review of the projeets listed in Table 9 demonstrates that (1) there
has been no partiecnlar emphasis or central direction to the use of these
funds in the past, (2) once established, projects are not often termi-
nated and (3} the funds are fragmented into a large number of small
projects.
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Abbreviated title of project
{Funded since program incepiion)

A. D. Little Survey

Tahle g

Title V ESEA Funding
Expenditures, fiscal years 1965-66 through 1969-70

Committee of Seven

Program Planning Unit

Advanced Placement

English Framework
Social Sciences Framework

Science Framework ___

Bill of Rights

State Comm. Pub. Edueation

School Admin, Workshops

Transportation Supervision

School Planning __ ‘ -
Test Kitchen ____ -

J. C. Advisory Panel

Data Processing Educational Info Systems _________

Innovation Exchange

Mexican-American Children

Teacher Supply-Demand
Instructional TV __

Arts and Humanities

Staff Inservice Training

Intergroup Relations _

Study of Desegregation

Junior High Schools e

Review Education Code

Eeonomics Bducation _____ —
HEditor Services Project Talent

Adult Spanish Surnames —

Conservation Educator _

Teacher Records ______

Strengthening Admin, Services

Health Instruction Guidelines
Reading Grades 1 & 2 __

Ist Grade Reading Test Analysis

Textbook BEvaluation Study

1965-66 1966-67
Erpenditures FEapenditures
3202,770¢ $5,749
4,571 .
83,919 153,817
12,285 61,750
4,030 34.207
31,772 79,047
9,704 27,147
48,481 64,614
44 763 188,190
2,639 24 407
- 855 —_—
- 15,430 36,245
_____ 7,000 17.6673
19,403 63,756
70,835 110,821
- 1,651 4,645
15,061 74,986
- 53,040 473
4,376 28,177
3,458 26,047
1,074 30,084
2,674 -
1,162 5,481
12,607 29,781
44,829 -
16,407 25,071
10,472 ——
- 9,390 20,828
3,117 1,593
148,033 28,025
- _ __ 34,065
— 32,000
—_ - 27,000
—_— 8,100
_ 25,408

1967-68
Earpenditures

$178,323
78,282
60,650
79,917
35,803
42,325
92,850
13,625
2433
37,153

56,334
174,264
1,645
72,604

31,894
54927
37,574

27,321

32,974
27,850
22,209

56,773
41,000

1968-69
Ezpenditures

$31,273
99,742
29,195
28 586

24,263
7993
92,436

151,383
1770
85.851

37,065
86.566
72,168

25,168

13,980
19,575
33,086

196970
Hzpenditures

$28,450
71,091
24215
30,675

28,583
97,930

196,016
4,798
98,362

38,104
85,690
73,779
18,360

ArswIung jeasuay)

uoryeonpH



) Tabte 3—Continued o
Summary of Federal Aid = Title V ESEA Funding =y
to California Education—Continued Expenditures, fiscal years 1965-66 through 1869-70 . g
Abbreviated title of project 1965-66 1966-87 1967-68 196869 196976 =
(Funded since program inception) Brpenditures FEependilures  Brpendilures  Ezpenditures  Ezpenditures g
Progress, Physieally Underdeveloped oo _ 18,000 5,000 —— —
Special BEdueation Data Colleetion o ______ — 460,000 _— _— ——
State Board Clerical Assistance - _— . 6,394 20,115 21,412
NDEA IXI Strengthening Crit. Subjects . __. - _ 195,891 178,535 178,460
NDEA X Imp. Stat. Services - _— — 27,338 32,669 49,626
" Departmenta! Reorganization - _— - 10,963 38,164 30,489
Acereditation Workshop - _ _— 2452 3,030 .
Curriculum Mentally Gifted _— —— 79,702 R —
Adult Edneation' Adv. Committee — — 15,989 45,586 51,840
Continuation Education Workshops . C am _— 10,000 21,059 32,985
Curriculum Abstracts _ ‘ __ : . 2,644 13,h92 4,567
Hducation Prof. Development Aet Admin. __________ — — 10,481 12,384 —
P. B. Framework . — 1,544 13,297 24 607
".j Model Inservice Programs — - — — 15,000
@® Drug Abuse Education Program — —_— 3,500 —_— —
Reading Workshops __ — — 54,016 _— _—
Foreign Language Framework — — 21,820 — 13,596
 Civie Education - _ — 33,000 — —
Distriburtion to LIDA’s . _ L. 198,080 199,914
Coord. State Fed, Preschool Program __________.____ — - f— 24,629 62,353
Selection of Test Instruments _— — — 66,058 25,557
Bulletin Laws Except Child : — — — 5,000 —
Departmental Administration —- - R — 36,691 o
Blind/Multikandicapped — — - —— 20 — o
Common Data Base . — _ 51,546 . g
Think-Tn on Gifted _— — _ 3,520 _ [
Role Ethnic Minorities : - — _ 10,000 - &
Student Couneils __ . — — 10 6,264 w
Tests for Certifiention . — _ . 29 655 _ =]
Test Bilingualism . — - 24,000 _ B
Analysis State Test Results _ — _— 14,000 _ B
Educational Objectives __ — — — - 19,373 &
Flexible Scheduling on PR - - _ _ . 259000

Totals $885,810 $1,327,419 $1,729,654 $1,699,999 $1,815,399
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Table 10 shows existing projeets. by departmental division and demon-

" gtrates that the diffused use of Title V funds established in the past
‘has continued in the budget year.

As we reported in the Analysis of the Budget Bill 1970-71 the qual-
ity and results of Title V projects vary greatly, and while some have
contributed to strengthening the Department of dueation, many others
are of extremely questionable value. An examination of the following
excerpts of the most recent evaluation report entitled Strengthening the
State Department of Education will demonstrate this point regarding
projeects in 1969-70.

. State Board Clerical Assistance ($25,000). These funds were ex-
pended for clerical assistance to the special assistant to the State Board
of Education most of which was utilized to answer public correspond-
ence to the board. Activities listed inelude the development of moral
guidelines, seating of a high school student on the state board, revoking
of California Administrative Code, Title V sections on racial balance,
the adoption of a science framework and the appointment of committees

-who serve the board.

Innovation Exchange ($5,000). The report states that these funds
were ‘‘used in 1969-70 to finance the travel of the special assistant to
the State Board of Education on the ‘Journey for Relevance’ in which
80 California educators and lay leaders visited five schools in five
states.”” The report also indicates that these funds were used to support
boards members’ travel to the National Association of State Boards of
Education and support consnltant travel and per diem related to (1)
Guidelines for the Education of Responsible Citizens in the Public
Schools of California, (2) rewriting Administrative Code sections deal-
ing with ethnie balanee and (3) study of physical attacks on teachers,

Strengthening Adminisirative Services ($30,372). The project is
designed to ‘‘provide continuing eontrol of finaneial transactions to
implement basic operations of accounting, budgeting, duplicating, ship-
ping and mailing and buginess services, to provide consultative and ad-
ministrative assistance to project directors and to departmental mana-
gers on organization.”’

Strengthening Departmental Inservice Training ($79,200). These
activities inelude employee orientation, worksheps and training, spe-
cialized training and professional technieal training, supervision, man-
agement training communications training (20-hour reading improve-
ment course), defensive driving, departmental training, advisory com-
mittee and planning counseling.

It will be noted from the above examples that many of these projects
consist of expenditures for items which, either because of -a lack of
justification or a shortage of State General Fund support, cannot be
included in the Department of Education’s General Fund budget.
Many projects funded through Title V deal with significant problem
areas in public education in which the Department of Education could
exercise substantial leadership. However, individunal projects are of
limited scope, usually involving the employment of departmental eon-
sultants and clerical assistance.
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Table 10
ESEA Title V Estimated Expenditures 1970-71
Departmental Activities by Divisions
As of December 31, 1970
OFFICE OF SUPERIN-

TENDENT Man- Contracted Equip-
Departmental manage- ¥ears  Salaries  services  ment Other Total
ment legal services 1.60  $15,584 _— $1,525 $3,863 321,222
Subtotal________ 160  $15,5634 -— $1,825 $3,863 $21,222

DEPUTY SUPERINTENDENT FOR ADMINISTRATION
Division of Departmentel

Administretion
Departmental manage-

ment information

SYSteI e 500  $59,496  $30,000 -- $136,304 $225,800
California eduecation

information system. 9.80 118,159 2,000 $4,800 56,038 181,047
Departmental manage-

ment services ..... 18.80 131436 2,000 31,006 32,043 196,585
Departmental staff

development wov-- 4,00 45,560 17,800 1,450 14,190 79,000

Subtotalea— .. __ 3540 $354,701 $51,800 $37,256 $238,625 $682,382

Division of School Admin-
istretion and Finance
Administrative statis-

tical services _____ 5.00  $53,790 $3,800 - $20,010 377,600
Administration services

(LEA) e~ 4.10 52,834 2,497 200 22,769 78,300

Subtotal .. 910 $106,624 $6,297 $200  $42,779  $1655,900

DEPUTY SUPERINTENDENT FOR PROGRAMS
Deputy's Ofice .
Departmental program

management

services oo 11,70 $1060,049 $15,860 $5,110  $44,985 $220,004
Title V ESEA

adminigteation ..._ 2.00 29,806 3,707 625 11,590 45,818
Program planning and

evaluation ________ 510 45,768 20,220 2,426 16,947 85,361
Bilingual eduecation

project .ceeee 4.80 62,446 3,000 - 21,760 87,206

Subtotal________ 23,60 $298,159  $42,787 $8,161 395,282 §444,389

Division of Instruection
Services for improving

instruetion —______ 21.80 $269,835 $146,301 $3,150 §$117,698 $536,984
Subtotel . ______ 21,80 $269,835 $146,301 $3,150 $117,698 $536,984
Division of Special
Bducation

Supplemental services
for special education 2.90  $38,325 $1,500 $2,900 $26,061 368,786

Subtotal. ._____ 200  $38,325 $1,500 $2,000 $26,061 $68,786
TOTAL e 0440 51,083,178 $248,685  $53,492 $524,308 $1,900,663
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The weaknesses of the Title V program should not be considered
within the context of the program alone, but rather as a shortcom-
ing of the department’s program planning and evaluation function.
Recognizing the shortcoming, we recommended in the Analysis of
the Budget Bill 1970-71 that *‘legislation be enacted to provide guide-
lineg for the Department of Education in the allocation of Title V
funds.”” We further suggested that these guidelines include (1) state
priorities for the allocation of funds, (2) a formalized system of project
approval and {3) annual reporting to the Legislature on project funds
and results achieved.

Legislation was passed by both houses of the Legislature (AB 2493)
which required the Educational Innovation Advisory Commission to
review the programs proposed to the State Board of Education. Al
though the bill was vetoed on technical grounds, Executive Order
R-24-70 provided that the commission should perform this function,

The Governor’s Budget further demonstrates the past dissatisfaction
with the programs conducted under Title V and states:

‘Tt is essential that the State Superintendent of Public Instruction
have the management personnel so that the organizational patterns he
establishes can be properly managed and maintained. When the lead-
ership responsibility, the organizational climate, and the management
personnel have been assigned in the priority areas identified by the
Superintendent of Publie Instruction, only then ean an accountability
system be built and operated. It is important that the State Superin-
tendent of Public Instruetion be held aceountable for his programs, not
for the programs of the past.””

To implement this attitude, the budget document states that . . . “‘all
projects funded by the federal Elementary and Secondary Education
Act Title V have been terminated.’’ The funds available under the pro-
gram for the budget year of approximately $2 million will be available
to the superintendent to develop and implement good management of
elementary and secondary education at the state level.

1. We recommend that final action on any element of the Depari-
ment of Education’s budget be withheld uniil a comprehensive plan i
developed for the 1971-72 utilization of funds available under Title V
of the Elementary and Secondary Education Act.

2, We recommend that the Legislature request the Department of
Education to give highest priority in the uitlization of Title V ESEA
funds in 1971-72 toward establishing an effective educational evalua-
tion system. We believe that the action taken in the Governor’s Budget
strongly demonstrates the administration’s desire that the Department
of Edueation use Title V funds more effectively. This action is justified
in light of the department’s poor record in the use of these funds, How-
ever, while we agree that the budget action successfully focuses on the
problem it does not contribute to a solution.

As a consequence of the absence of a program of expenditure, the
Legislature is presented with no budget at all for ESEA Title V. We,
therefore, believe that final approval of all portions of the Department
of Education’s budget be delayed until such time as the appropriate
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subcommittees of the Senate Finance Committee and the Assembly
Ways and Means Committee are presented with a complete expenditure
program, )

In addition, we would point out that one of the most serious weak-
nesses of the Department of Education is its inability to effectively
evaluate educational programs. There are existing statewide testing
programs. However, the results of these programs have not been util-
ized in the past for educational policy making. We believe that a com-
prehensive evaluation system should be developed for California and
that the Department of Education should give this subjeet highest
priority in planning for the use of Title V ESEA funds in 1971-72.

STATE AND LOCAL SUPPORT TO PUBLIC SCHOOLS

The two prineipal sources of support for California’s publie schools
~ are State School Fund apportionments and local property tax levies.
In past years the relationship between these sources of support has
varied substantially as is illustrated in Table 11. It has been frequently
suggested as a result of this wide variance in the state contributions
to the total cost of education that a standard measure of state re-
spongibility be established. Most frequently proposals to do this pro-
vide that the state contribute 50 percent of the total cost of education.
It should be recognized, however, that recommendations of this type
usually define the relationship between state and local expense in the
narrowest possible sense, i.e., the percentage of State School Fund ap-
portionments to total state and loecal school distriet General Fund
revenues, Table 11 reviews this relationship sinece 1930-31.

These figures indieate that only seven times in the 39-year period
did the state contribute 50 percent or more and the most recent oe-
eurrence was in 1947-48, This relationship, however, is an inaceurate
picture of the state’s effort regarding public education because it does
not reflect other educational expenditures appropriated through budget
action. Table 12 reviews all state expenditures for education and in-
dicates that the state has assumed a greater share of total educational
expenditures than the former, more narrowly defined, relationship
would indicate. _

This table points up the faet that a substantial amount of state sup-.
port financed outside of the State School Fund is not reflected in the
more narrow relationship. For example, in 1969-70 approximately $202.
million for categorieal aid programs such as compensatory edueation,
contributions to teachers’ retirement and free textbooks was spent in
addition to State School Fund apportionments. The addition of these
other amounts to the state’s share of the total state and local expendi-
tures would increase the state’s percentage in 1969-70 from 35.2 per-
cent to 40.2 percent.

722



General Summary Education
Table 11
General Fund Revenues of Schoo! Districta From
State School Fund and Local Sources
1930-31 to 1969-70 (eat.)
Total
. General Fund Revenues ) Percent
, _ of school districts State School Fund.
Fiscal year {State & local) 1,2 State School Fund 3, to total
$1§1 657,386 $27,087,158 17.8%%
109,025,563 28,339,273 17.8
149,550,988 28,339,273. 18.9
125,778,387 60.947.572 55.8
124,117,780 69,947,572 b6.4
127,568,111 71,619,718 56.1
133,374,081 71,619,718 63.7
152,191 508 72,332,130 476
162,386 349 72,332,130 445
174,177,972 77,189,559 44.3
178 075,151 77,189,580 43.3
17 7,539,061 79,821,811 435.0
185,969,184 79,821 811 42,0
178,730,077 97,813,910 54.7
192,726,916 97,813,910 50.8
218,408,592 98,157,108 45.1
288,627,746 101,436,961 42,5
204729778 173,521,609 58.9°
885,847,879 185,787,370 482
470,420,684 199,418,284 424
531,116,387 215,255,637 40.5
656,308,835 223,981,450 841
769,625,678 270,838,000 858
788,403,801 867,182,801 49.7
804,345,803 305,622,808 492
882 855 804 428,482 804 48.5
1,017,748,160 461,232 160 45.3
1,150,157,621 498,630,621 434
1,304,831,800 575,224,800 440
1,447,958,245 838,401,245 44.0
1,580,411,682 650,331,882 42,8
1,741,834,480 717,427,480 41,2
1,886,167,364 762,964,364 40.5
2,103,387,458 839,340,587 383
2,438,075,602 037,400,245 38.6
2,803,827,775 907,288,276 374
2,973,708,781 1,049,793,833 353
3,408,000,431 1,272,491,000 874
8,699,560,000 1,312,218,867 85.5
4,087,800,000 1,482,997,000 35.2
1Based on expenditures for perlod 193031 through 1862-53 and hased on vevenwes from 19458-54 tn_

pregent.
9From Consiroller’s reports: Financlal 'I‘ransncuons concerning School Distrlets of Calfornis, and state budget

documents, 1980 to present.
S Excludes many ftemy funded outslde State School Fund (ie., free texthooks, child eare centers, stateh

school building ald, ete.),

BASIC REFORM IN PUBLIC SCHOOL FINANCE

The existing system of public school finance does not promote the
efficient use of available tax resources. This results beecause loeal school
districts are completely dependent upon the property tax to produce
local revenue. Not only do school distriets rely on the property tax,
all elements of local government rely on this tax as the most important
source of revenue. Table 13 compares school district property tax rev-.
enues to the other major segments of local government,
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Table 12

Revenues for Public School Support

From State and Local Sources

(in thousands)

State Subventions for Public Schools 1966-67 1967-68 1968-69 1969710
State School Fund Apportionment ‘
Regular Apportionments $1,049,793 $1,271,933 $1,315,158 $1,420,023
Miller-Unruh Reading Program . :
School Fund Apportionment _ _— — — 7,974
Educational Improvement Act
State School Fund Apportionment - - — - 5,000
Subtotal State School Fund Apportionments —___._______ _ _ $1,049,793 $1,271,933 $1,315,158 $1,432,997
Total Other Local Assistance 170,627 169,579 189,810 201,851
Total State Subventions 1,220,420 1,441,512 1,504,968 1,634,848
Total General Fund Revenue of School Districts from :
Local Sources® ___. __ 1,753,286 1,961,488 2,194,592 2,432,842
Total School Districts’ Revenue (State Subventions plus
Local Sources) __. 2,978,706 3,403,000 3,699,566 4,067,690
Paercent of Total State Subventions to Total School Districts’
42 36% 40.69% 4019%

Revenue (State Subvention plus Local Sources) oo oo o 41,049,

1 Includes fncome from local and county sources (Controller’s Report).

uojeonps
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‘Table 13
Property Tax Revenues for Local Governmant
1969-70
Revenus Percent of
Purpose {in millions) Total
School districts $2,672.4 541
Counties .___. 1,424.2 28.9
Cities - 584.6 10.8
Special districts —__ : 304.3 : 6.2
Total e —— e e $4,035.5 100.0

School distriets eollect more revenues from this source than all other
segments combined. Further, total property tax rates have increased
in the past largely as a result of inereases in school distriet levies as

shown in Table 14.
Table 14

Changes in Property Tax Lévies
1958-60 through 1969-70

1959-60 1969-70 ‘ Change

Revenue Percentof FRevenue Percentof Revenue Percentof
Purpase ' (in millions) Total (in millions)”  Totel  (in millions) Increuse
School districts. $954.9 48.09% $2,6724 54.1% $1,71176 179.9%
Counties ~._w.- 653.5 32.8 1,424.2, 289 770.7 117.9
Cities oo 2711 138 534.6 10.8 263.5 97.2
Special distriets 111.0 5.6 304.3 6.2 193.3 1741
Total neeeee $1,990.5  100.0%% $4,935.5 100.0% $2,945.0 147.9%

1Exclusive of homeowners exemption and inventory exemption.

Table 14 demonstrates that from 195960 to 1969—70 school distriets
accounted for $1,717.5 million or 58.3 percent of the total $2,945 mil-
lion inerease in property tax collections of local governing bodies, We
believe that there is a substantial lack of efficiency in the utilization of
tax resources throughout the public school system. A review of the
major weaknesses of the public school support system follows.
Weaknesses of the Public School Finance System

1. There is an excessive number of individual elementary and second-
ary school distriets.

In 1969-70 there were 1,144 separate elementary, secondary and
community college school distriets in California. Only four other states
have a larger number of operating units. Table 15 shows the number
of school distriets by organizational structure and average daily at-
tendance.

Table 15
Number of Schoo] Distrigts——1068-70
: Community

ADA Elementary High schoal Unified college Total

| e 3 -— _— — 3
1=100 e 18T - — - 187
101-500 o aeeeeeee 228 19 21 — ¢ 288
501-1,000_ o .- B0 28 18 3 : 121
1,001-5,000 e e - 156 44 85 29 287
5,001-10,000. e oo 49 18 45 18 110
Over 10,000, e 23 18 L 10 106 .
Totaloe e cmme g 726 120 226 62 1,144
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Basic Reform in Public S8chool Finance—Continued

The Legislature has long recognized the need to eliminate duplication
of effort and promote economies of scale through the unification of
gingle level distriets.

Despite the fact that the number of operating units has been reduced
from 3,047 in 1935-36 to 1,138 in 1970-71, there are still numerous
small dlstrxets which because of limited size and wealth are relatively
inefficient. The number of distriets has not been reduced substantially
in recent years and we conclude that stronger steps will be required
for further unifieation. This is due principally to the fact that many
small districts represent islands of high assessed value which support
high cost programs at relatively low tax rates. In addition, small dis-
tricts below certain levels of ADA receive special health care, pupil
personnel, and supervision of instruection services free of charge from
the ecounty superintendents of schools.

2. The level of property tax support to the edueational programs
is not sufficiently equalized to permit comparable educational programs. '

There exists among the large number of school distriets shown in
Table 15, wide variations in district ability to support educational pro-
grams as measured by assessed value per unit of average daily attend-
gnce Table 16 shows these differences in tax base among the school

istriets.

Takle 16
Anuud Valuation Per Average Daily Attendance
1969-70
Elementary  High school Communily college
Low ; e 3108 £11,959 $45 285
Median 19,600 41,300 183,600
High 952,156 849,093 871,432

As a result of the variations in tax base a significant variation exists
in the tax rate which property owners are required to bear. Table 17
reviews this range of tax rates.

Tahle 17
Range of Total Tax Rates for Public School .Districts 1969-70
Digtrict level Low Median High
Elementary : §0.15 - $2.25 $5.50
High school 0.89 2.08 3.54
Unified - - 1.00 4,83 6.97
Community college 041 066 0.99

The verious levels of taxable wealth and district tax rates working

independently produce a wide range in per pupil expenditure as shown
in Table 18,

Table 18
Rangs of S¢hool District Current Expenditures per Pupil
1969-70
District level Low Median High
Elementary §407 $672 $2.586
High school —_. - 722 898 1,767
Unified - - 612 766 2,414

Community eollege 639 836 1,667
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In some cases districts with low expenditure levels have correspond-
ingly low tax rates. In many wore cases, however, quite the opposite is
true; distriets with uwnusually low expenditures have unusnally high
tax rates owing to their limited tax base. Table 19 demonstrates this

situation in several counties. .
‘Table 19

Comparison of Selected Tax Rates and Expenditure Levels
In Selected Counties

196869
Agssessed value HEzpenditure -
County ADA  per ADA Taz rate per ADA

Alamedn

Emery Unified oo~ 586 $100,187 $2.57 $2,223

Newark Unified _ oo 8,638 6,048 5.65 616
Fresno .

Coalinga Unified o ommeem 2,640 $33,244 $217 $963

Clovis Unified 8,144 6,480 4.28 565
Kern

Rio Bravo Elementary e 121 $1236,271 $1.05 $1,545

Lamont Blementary e 1,847 8,971 3.08 533
Los Angeles

Beverly Hills Unified o —oeee 5,542 $50,885 ° $2.38 $1,232

‘Baldwin Park Unified . ______ 13,108 8,706 5.48 B77

Certain features of the state school support system attempt to adjust
these disparities such as (1) the computational tax component of the
foundation program, which modifies state support, to some degree, in
relation to the distriet tax base, and (2) the areawide tax program
which results in some shift of revenue from the wealthier to the less
wealthy districts, These programs, however, have been insufficient to
equalize the ability of sehool distriets fo finance edueational programs,
as the examples in Table 19 demonstrate.

3. The foundation program of guaranteed state and local support is.

not regponsive to the cost of educational programs.

The present definition of the foundation program, ‘‘a minimum ae-
ceptable level of school support’’ for public school pupils firanced from
state and local sources, is so vague that it is meaningless, This loose
definition expressed in terms of dollars per ADA means that any
foundation program figure once established is subject to eriticism
inasmuch as it is neither related to the actual average current expense
of edueation per pupil, the estimated program requirements, nor to
any category of expenditures per pupil. The use of a foundation pro-
gram figure which is not related to actual requirements results in a
rather inflexible apportionment system. These deficiencies in the eur-
rent foundation program have made it difficult for the Legislature to
evaluate the adequacy of any given level of state support for the
foundation program or to evaluate demands for additional state aid.
The periodic legislative increases in state support for the schools, ex-
cluding categorieal aid programs, have been based generally on revenue
considerations instead of being based upon the adequacy of the current
foundation program,

4, The growth in the property tax base, i.e., assessed valuation, re-
sults in a reduction of state support and an increase in local property
tax support,
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State foundation program support to the publie schools is com-
posed of three components: basie aid, district aid and equalization aid.
Under this system state support is based on a gunaranteed amount
adjusted by the amount that the computational tax produces on the
local tax base. As a consequence, the annual growth in assessed valu-
ation results in a corresponding reduection in state equalization aid
when no legislative adjustment is made.

This reduction in state support per pupil is commonly referred to as
‘“slippage” and is estimated to account for as much as $50 million
statewide in replacement of state funds with local funds unless com-
pensated for by legislative adjustments,

5. The system of tax rate eontrols defined by the Edueation Code
does not regulate school district expenditures.

The Education Code contains a number of specific requirements re-
garding sehool district property tax rates. The basic element of these
provisions is the maximum tax rate which is expressed in terms of a
level which cannot be exceeded to provide general revenue without
approval of a majority of the distriet electorate.

Sincee the system of maximum tax rates was first enacted in 1931
there have been very few modifications to the amounts suthorized. The
principal exceptions were Chapter 2, Statutes of 1959, which inereased
the amounts for unified districts by $0.05 for the elementary and
secondary grades and by $0.15 where a community college'is included:
Subsequent actions authorized higher tax rates in distriets with low
expenditure levels.

A review of the maximum tax rates as compared to the actual levies
of sehool districts demonstrates that the existing rates are unrealistic
and do not limit local tax rates since all but a few distriets are above
the maximum through authorization of the electorate. Table 20 com-
pares the number of districts at each level which tax below and above

the maximum,
Table 20
Comparison of Districts Exceeding the Statutory
Maximum Tax Rate

1968-69
General purpose Community
taw rate Elementary High school  Unified college
At or below statutery maximum.... 8 i 2 1 435
Above statutory -maximum _________ 730 119 232 17

‘While there has been little legislative modification of the authorized
maximum school distriet tax rates and most districts have exceeded
the levels prescribed, numerous special inereases or ‘‘permissive over-
ride taxes’’ have been established by the Legislature, The gradual but
extensive growth of these taxes for educational as well as noneduca-
. tional purposes has resulted in the present authority for the levying
of 43 separate taxes by school boards. These authorizations cover a
broad range of school district programs and responsibilities including
special education, retirement system, children’s centers, youth conserva-
‘tion and training programs.
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The original intent of the maximum tax rate system was to provide
control of the revenues and expenditure levels of school districts. How-
ever, as demonstrated above, through local option and permissive over-
ride taxes these restrictions are no longer effective. We believe that the
subject of property tax rate control must be approached in the context
of reform in public school finance. The state has accepted a substantial
portion of the responsibility for assuring a level of quality in eduecation
at z reasonable cost. This can be accomplished only under a system
which permits local school hoards to tax at a sufficiently high rate to
support the basic elements of an adequate educational program but,
at the same time, assures adequate controls on expenditures to tax-
payers throughout the state,

6. The system of state support does not adjust automatically to re-
flect the impact of inflation on school costs or allow school districts
to share in the increased productivity of society.

The existing systems of state and local support to the public schools
do not have sufficient flexibility to adapt to changes in the economy.
These fluetuations are basically of two types (a) the ecost changes
which can be attributed to inflation and (b) inereases in the produe-
tivity of society which are reflected in wage and income changes.

(a) Effects of Inflation, A significant portion of the increases in the
cost of education ean be attributed to inflation which has escalated
dramatically since 1966. Table 21 shows that the California Consumer
Price Index (CPI) increased by 5.68 percent during 1969-70 which
was more than double the rate of increase durmg the early 1960’. This
CPI index measures only the growth in prices pald by the general
publiec for the goods or services it purchases, and 1s not a direct reflec-
tion of the increased cost of education. Most of the cost for sehools con-
sists of services (i.e., teacher salaries) which typieally grow faster than
general consumer prices. One of the reasons for the more rapid growth
rate is that salaries as they are adjusted to competition in the private
sector refleet not only changes in inflation, but alse increases in pro-
ductivity (i.e., the increases in real purchasing power).

Chapter 784, Statutes of 1969, authorizes the Superintendent of Pub-
lic Instruction to ‘‘increase the various foundation programs in accor-
dance with the specifications in the Budget Act in order to apportion
amounts specifically appropriated in the Budget Act for cost increases
due to inflation.’’ This, however, is only an authorization to act if funds
are appropriated and not a guarantee of an adjustment. In addition,
there is no existing anthority for school district governing boards to
increase loecal property tax revenues to reflect the impaet of inflation
on locally supported school costs.

As a result of these structural rigidities at both the state and local
level, the existing school formulas are unrealistic because they do not
compensate for outside cost pressures over which the school system has
no control.

(b) Inerease in Produetivity. During the 1960’s real purchasing
power in this country inereased at an average annual rate which, com-
pounded, would be approximately 2.75 percent., Employees in both the
private and governmental sectors attempt to share in this inerease’
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through wage negotiations. The salary structure for California teachers
partially recognizes the growth in produetivity by granting annual
merit salary adjustments. However, neither the state (exeept when the
Legislature increase state aid) nor the local school finaneial structure
has a mechanism for recognizing what is obviously a built-in cost fae-
tor, These adjustments can be financed in part out of the growth in
assessed valuations which partially results from inflation.

We believe the school finanee system should incorporate salary poli-
cies which include both the inflationary experience and changes due to
productivity, In this way the state would share part of the financing of
these two basic costs which are independent of changes in enrollment
and program. It should then be possible to isolate these changes in local
school budgets which reflect inereased level of services versus those
which adjust for inflation and related salary costs.

This approach would also establish a logical method for determining
teacher salaries. By granting an inflaticnary adjustment, teachers are
protected from an erosion in their real purchasing power. By adding a
productivity factor which corresponds to the long-term growth in the
national economy, teachers will participate proportionately in- the
growth in real purchasing power.,

Table 21 .
Comparison of Increases in School District General Fund Current Expense
to Increases in the California Consumer Price [ndex
and National Productivity

(1)
Annuel change (2) (31 (4}
in current  Annual change Annual Program
expense in consumer change in improvement
Year of education price index productivity 1-— (2 -4 3)
1964-85 .. 6.349% 2.209% 3.36% 0.78%
196566 e 7.51 161 3.24 2.66
1966-67 . 8.62 2.91 2,52 3.19
1967-68 e T.43 3.17 2,20 2.06
196869 o 11.85 3.90 1.61 8.34
1969-T0 (est.) e 8.68 5.68 0.93 1.97

11970 Economic Report of the President, page 216, and the December 1970 Issue of the Monthly Labor
Revlew, by the U. 8. Department of Labor, page 96, This index refers to private nonfarm employees
and the increases are annual chenges. :

Recommendations for a Basic Reform of Public School Finance

Based on the foregoing analysis of the weaknesses of the current
system of public school finanee, we recommend the following legisla-
tive program which is designed to correct many of the inherent ineffi-
ciencies,

1. We recommend that legislation be enacted fo lapse and consolidate
all elementary districts of 100 ADA or less and all high school districts
of 500 ADA or less. Despite the fact that the number of operating
units has been reduced from 3,047 in 1935--36 to 1,138 in 1970-71, we
believe that inequities still exist. For example, of the 712 elementary
distriets, 190 (or 26.6 percent) have 100 ADA or less and of the 120
high school districts, 19 (or 15.9 pereent) have 500 ADA or less.
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The number of districts has not been reduced substantially in recent
years and we believe that greater financial incentives or more positive
steps will be required for further unification. This is basically due to’
the fact that many small distriets represent islands of high assessed
value which support high cost programs at relatively low tax rates.
Therefore, as the first step-in"a program to lapse small uneconcmical
districts, we propose that distriets at the elementary level of 100 ADA
or-less and districts at the high school leve]l of 500 ADA or less he
consolidated with larger unifs on an orderly basis.

2. We recommend that o statewide property tax be established for
public school support to promote equalization of property tax support
among school districts. Certain features of the state school support
system presently attempt to adjust inequality of local tax bages such
88 (1) the computational tax component of the foundation program
which adjusts state support, to some degres, in relation to distriet tax
base and (2) the areawide tax program which results in some shift of
revenne from the wealthier to the less weglthy districts,

These programs, however, have been insufficient in equalizing the
ability of school districts to finance educational programs. We believe
that a statewide tax should be instituted to equalize property tax
support to publie schools. It would at first appear that this proposal
is a substantial departure from existing state policy since the property
tax is not presently a souree of state revenue, It should be noted, how-
ever, that there is precedent for a state mandated property tax for
schools within the existing school support system. It should also be
emphasized that this 1s not a new tax but simply a state property tax
in lieu of a local property tax. As outlined in the section of this report
on ‘‘The Foundation Program’’ the Education Code mandates a com-
putational tax to produce distriet aid for equahzatmn purposes in all
districts which are of sufficiently low wealth to receive equalization aid.
The districts which are of sufficient wealth to produce more from the
combination of basic aid and distriet aid than they would receive from
the foundation program guarantees contribute nothing to statewuie
equalization. This results in the loss of approximately 70 million in
property tax revenues which are identified by the foundatmn program
for statewide egqualization purposes.

The statewide collection of district aid would have distinet advan-
tages over the current system. Principally, it would result in the elimi-
nation of basic aid, Since district aid is collected at the state level it
could be allocated back to districts as simple lump-sum apportionments
because ad,}ustments presently required for district wealth would be
accommodated in the collection of the tax, The present system guar-
antees that for each pupil in average daily attendance the distriet will
receive $125 regardless of the amount which the computational tax can
produce. The proposed statewide tax system would guarantee to each
pupil in average daily attendance a full foundation program while
taking full advantage of statewide tax resources, This approach would
also eliminate slippage, or the reduction of state support from the in-
creases in local assessed valuation.
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3. We recommend that the foundation program be defined to reflect
“basic nstructional support” costs. We believe state support should be
based on a category of edueational expenditures deemed critical to the
basic education of every child such as teacher salaries and related
expense, the adequacy of which could be periodically evaluated to
determine the desired level of state support.

To date, the Legislature has had only average current expense figures
to use in the development of school support proposals. These figures
have serious shorteomings sinece they represent only the mathematical
average of experienced costs, reflecting distriets which spent widely
varying amounts. They do not reflect the cost of eduecational programs
defined as adequate. During the current year the Department 6f Edu-
cation has attempted to develop a basic program model of support for
each program level, This is divided into (1) instructional support, (2)
general support and (8) pupil services support.

‘When the program models are finalized for the elementary, secondary
and community ecollege levels, we believe that the levels identified
should be reviewed and utilized as legislative guidelines. Further, we
believe that the foundation program of support should be geared to
the costs of instruction while other district costs should be the responsi-
bility of the districts. The acceptance of this approach would result in
the utilization of, for foundation program purposes, the ‘‘Basie In-
structional Support’’ which includes teacher salaries and the support
of essential operations related to elassroom instruction. Under this con-
cept a foundation program could then represent the cost of classroom
instruetion under normal eonditions. However, where special sitnations
such as high concentrations of educationally disadvantaged children
from low income families result in greater cost, the components of this
cost, such as the addition of a teacher’s aide, or specialized equipment,
could be identified as required adjuncts to the base level program.

4. We recommend that a system of school district revenue. and ex-
penditure limitations be established which will permit local governing
boards to impose property taxes af their own discretion fo support
““basic gemeral support’’ and ‘‘basic pupil serviegs support’’ at the
levels established by the Legislature and permit the local electorate by
wvote to exceed the amounts preseribed for basic instructional support,
basic general support and basic pupil services support. The Education
Code establishes the system of maximum tax rates for public school
distriets, These limitations have proven inadequate in controlling tax
rates since most distriets have, through authorization of the electorate
and permissive override taxes, exceeded the amounts preseribed.

We believe that a more effective system of revenue and expenditure
control can be built on a foundation program which utilizes a program
model to regulate the amounts which can be raised locally without
speecial authorization from the voters. We wounld propose that all local
school boards be authorized to tax at their discretion-to support basie
general support and basie pupil services support. The actual amounts
to be raised and expended for these functions would be established by
the local school board but could not exeeed the amounts established in
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the program model adopted by the Legislature. Any expenditure be-
yond the amount provided by the state for basic instructional support
or permitted for general support and basie pupil servieces support, plus
bond interest and redemption, would require the approval of. the elee-
torate. When such tax inereases are proposed we believe that the dis-
triet should be reguired to. state-the proposition in terms of the cost
inereases related to the anticipated educational benefits which will
result.

5. We recommend that legislation be adopted which will guthorize
an annual adjustment in the total funds designated for program sup-
port, composed of instructional, general and pupil services support,
which will reflect the impact of tnflation on school costs including a
ngtionel index factor which represents imercased productivity, The
existing system of school support is inflexible and unresponsive to
changes in the economy. The two prineipal economie trends which
should be accounted for in the system are {a) cost changes which are
attributed to inflation and (b) inereases in economic productivity.

{a) Inflation Factor. We believe that both the basic instructional
support program and the total program of support should be adjusted
annually by the Consumer Price Index reported from the period of
March to Mareh of the preceding fiseal year. These figures are presently
reported by the Department of Finance and the use of previous year
data will permit the use of aetual figures. :

(b) Produetivity Factor. In developing a factor the formula should
take into aceount the wide variations which oceur in this index from-
year to year. We propose that the average annual increase for the
prior 10 vears be utilized and reviewed and adjusted by the Legislature
every three to four years to assure its aéeuraey. This annual factor

for the 10-year period from 1960 to 1969 was 2.75 percent compounded.
" Therefore, based on the two components above, the factor to be ap-
plied to state support defined in basie instruectional program and also
to loeal discretionary revenue and expenditures composed of basie
general support and basie pupil services support for 1971-72 would be:

Productivity
Consumer Price Index Factor
(March 1970 to March 1971) + (2.75%) = Adjustment Factor

EXCESS COST TQ SCHOOL DISTRICTS RESULTING FROM
LOW INCOME TARGET AREAS
Chapter 1466, Statutes of 1970, (AB 969} directs the Office of the
Legislative Analyst to:

‘. .. undertake a comprehensive study of the excess costs of target
school districts . . . to identify individual educational programs and
expenditures which result in excess cost to target school districts,
including an estimate of the total cost of all such school distriets.”

A target school district is defined in the legislation as any distriet
having one or more target schools where the achievement scores in
reading are substantially below the district and state averages, or with
substantial problems of higher than average unemployment, higher than
average rates of welfare dependency, and similar factors. The legisla-
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tion defined excess costs of such districts to be those costs which exceed
the statewide average costs of nontarget school programs conducted
among California schools. ™

Although a system of providing general aid to school districts does
not recognize urbanization as a factor in the apportionment of funds,
there are a variety of special federal and state categorical aid programs
which ave designed to offset, in part, the high eosts which oceur in
certain areas, Programs specifically designed for such special purposes
include thé following :

1. Title I of the Elementary and Secondary Education Act of 1965:
Compensatory Education (federal).

. State Preschool Program (state and federal).

. Special Teacher Employment Program (state). .

. Demonstration Projects in Reading and Mathematics (state).

. Regearch and Teacher Education (state).

. Teacher Corps/New Careers in Bducation Act Program (state).

. Professional Development Centers (state),

-3 O O QO DD

The foregoing is by no means a complete list of the funds available
to defray the excess cost of education programs in low-income areas.
There is a wide variety of other state and federal programs which can
be used for these purposes. For example, Title ITI of the Elementary
and Secondary Education Act authorizes projects designed to develop
imaginative selutions to educational problems. Since the education of
culturally disadvantaged youth is a significant educational problem, at
least a portion of these funds could be considered for thi§ purpose.

Despite the wide variety of state and federal categorical aids directed
at this problem area, it has been contended that there is a significant
portion of the excess cost of low-ineome target areas which is not met
by any special program. It is further argued that these programs are
too narrow in scope and that they do not recognize the indirect cost
of providing programs in the target area or effectively differentiate
among program requirements of individual distriets.

Generally the costs which are experienced are of two types.

1. The Excess Costs of Urban Areas. There are costs experienced by
urban school distriets which result from special municipal requirements
or a higher than average cost of living. For example, a school distriet
situated in a metropolitan area would probably be precluded by city
or county ordinance from burning its trash, while a suburban or rural
district might be permitted to do so. The urban distriet would there-
fore be required to pay for hauling trash to reduce air pollution,
Similarly, there are higher costs of labor in urban areas which affects
the costs of maintenance and repair of school faeilities.

2. The Excess Costs for BEducational Programs for the Children of
Low-Income Parents. Substantial problems are created for urban
school districts as a result of being sitnated in areas of high social
tension and having high concentrations from low-income families who
are less well prepared for participation in an eduecational program
than students from more affluent backgrounds. The State Department
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of Edueation’s Office.of Compensatory Education reports that an in-
vestment of at least $300 per pupil is required beyond ordinary district
expenditures to insure.a pupil performance rate equal to or better than
the established norms. .

In the absence of. statewide comparative data, a sampling technique.
was utilized to identify thé-élements of excess cost: for a limited num-
ber of target sechool distriets which could then be used as a basis for the
projection of excess cost statewide. The distriets selected represented
a wide geographic distribution, but all operate target area programs.
Table 22 contains the estimates for each of the identified cost elements
identifled in the study by ‘‘local’’ cost (local support costs) and-
““total’’ cost (federal, state and local expenditures), '

Table 22
Estimate of Statewide Extess Cost.of Target School Districts

Local Toial .

Insurance Cost . $0.64 $0.64
Property Damage 1610 16.22
Pupil Transiency 2.00 2.79
Instruetional Program - 13.95 70.62
Supplementary Personnel 23.64 51.68
Community Services 0.83 3.08
Total $67.16 $145.08

The Department of Eduecation’s Office of Compensatory Education
estimates that there is a iotal of 650,000 target area school age pupils’
statewide. Therefore, based on the cost factor identified above, less
the amount for preschool programs, a total of approximately $36.5
million in excess cost for target area pupils was expended from local
funds and $81.6 million was expended from all revenue sources. When
these figures are modified by the factors for presehool and child eare
based on the estimated statewide preschool target area population of
150,000, there is a total local estimated expense of $36.7 million and-
a total target area excess expense of $84.5 million.

Recommendations on Low Income Target Areas

1. We recommend that the Legislature direct the Department of-
Education to define comprehensively for educational planning purposes
the low income educationally disadvantaged target areas throughout
the state. For the purposes of the required study low income target
areas defined for Title I of the Elementary and Secondary Edueation
Act prior to April of 1969 were used to obtain a rough measure of
target area excess cost. We do not believe, however, that this sufficiently
identifies low income educationally disadvantaged target areas for
state planning purposes. .

This conclusion is based on the fact that ESEA. Title T uses the con-
centration of children whose families receive aid to families with de-
pendent children as the prime consideration in the distribution support.
Beyond this common element of AFDC, distriets may use a number of
factors in the identification of the target area sueh as housing statistics,
health statistics, test scores, infant mortality rates, mobility and at-
tendance records and the number of children receiving free lunches. -
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This results in a system for the identification of target areas which is
largely locally determined and may vary from distriet to distriet. In
addition, the system for the identifieation of target areas was substan-
tially modified with the introduction of the April 1969 requirement
that services be coneentrated to the level of $300 per pupil. This de-
emphasizes the identification of the total target area and identifies the
most concentrated poverty areas,

We believe that the special problems of educationally disadvantaged
children and the exeess costs reported by local school districts justify
high priority for state and federal support of target area educational
programs. Since, however, identification of such areas has not been
developed sufficiently for state planning purposes, we recommend that
the Legislature direet the Department of Eduecation to identify and
map out on a statewide basis the highest priority educationally dis-

-advantaged target areas. This should be based on such factors as

family income, statewide test reports and data from the 1970 census.
Once defined, the target areas should be regularly reviewed to update
the information based on changes in the population.

2. We recommend that once the farget areas have been identified,
{Recommendation No. 1) the Legislature authorize a limited number
of gramts to farget school districts to permit cost accounting on an
individual school basis. The sample distrieis included in this report
have, to a certain extent, been able to identify costs in their target
areas which materially exceed costs in the nontarget area. This does
not provide sufficient information for state planning purposes. This
limitation results from the fact that school districts keep expenditure
records on a centralized basis to achieve the economies of scale which
centralized purchasing, warehousing and accounting provide.

As a consequence of this procedure target school districts eannot
fully determine their exeess costs and, equally important, cannot
identify differences in expenditure. We believe that it is necessary for
the Legislature to have ecomparative cost information on both the excess
expenditures and differences in expenditure of target schools. This
can be achieved through, a limited number of grants to selected target
sehool districts which would permit the establishment of school-by-
school accounting. Participants in such a program should be required
to use the accounting system developed by the Advisory Commission
on School Distriet Budgeting and Aceounting to insure common defini-
tion and program format, )

3. We recommend that the financial and educational problems cre-
ated by target schools he approached individually and categorically
and not through the application of an “urban factor.” "We have con-
cluded as a result of this study that school districts do expend addi-
tional loeal funds to support programs in low-income target areas. The
recognition of this situation is not new and has led fo numerous pro-
posals in the past which would establish an ‘‘urban factor.”” These
usually provide an increase in the foundation program support formula

Tor target area pupils to be distributed as general aid to the urban

districts. -
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After reviewing the excess expenditures reported by the. sample
districts, we believe that a simple urban factor approach to the excess
costs of target school distriets would not he an appropriate course for
the Legislature to follow in dealing with these problems. Since excess
expenditures vary substantially from ecategory to category and from
distriet to district. Any &ingle urban faetor only represents an average
of such expenditures statewide and would not be responsive to the
widely varying needs of individual distriets. Further, the allocation
of funds on this basis would not provide the Leglslature or the De-
partment of Edueation suffieient control over the use of funds to moni-
tor the produetivity of individual distriet’s educational programs.

We believe that each of the elements of excess target area expense
should be approached individually in the manner presently praeticed
‘based on program priorities established by the Legislature. When such
priorities are established all programs should be on an application basis
and the effectiveness in individual excess cost areas elosely reviewed by
the Department of Education and reported to the Legislature.

4. We recommend that any state support programs designed to assist
in meeling the financial problems of local school districts created by
low-income targel areas not be based solely on the excess expenditures
reported by school districts. The excess expenditures of school districts
which are ineluded in thig report and which would be further elarified
by the adoption of Recommendation No. 2 can be helpful to the Legis-
lature in the identification of high cost areas to school distriets w1th
low-income target schools. However, for policy decisions to be made
on the funding of individual programs, a great deal more than excess
cost information is required. Excess cost information should be supple-
mented with performance cost analysis to insure that the support level
is an accurate reflection of the requirements of an effective program.
In this way support will not only reflect actual expendltures but what
the costs should be.

RECOMMENDED CHANGES IN THE OFFICE OF THE
COUNTY SUPERINTENDENT OF SCHOOLS

Chapter 784, Statutes of 1969 (AB 606 Veysey) directed the Joint
Legislative Budget Committee to conduet a study of the office of the
county superintendent of schools for the purpose of developing recom-
mendations regarding the ‘‘legitimate role of the intermediate unit in
the California educational structure.”” The results of this study are
prmted in our report dated January 23, 1971, The Intermediate Unit
w Californie’s Educetional Structure, A StudJ of the Office of the
County Superintendent of Schools.

Interviews and field visitations were conducted to determine the
functions now being performed by the county superintendents of schools
for the Department of Bducation and the local schoel distriets. Funding
of the eounty superintendents of schools was studied and a comparison
was made of California’s intermediate unit with those of other states.

Based on our findings, we believe the role of the intermediate educa-
tion unit in California is to serve as the administrative arm of the
Department of Edueation and to provide educational services on a con-
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tract basis at the option and determination of the local school districts
which comprise the intermediate unit.

A major recommendation of our report is that the office of the county
superintendent of schools and its corresponding governing county board
of education be eliminated and replaced as the intermediate education
unit in California by regional education distriets which are nof re-
stricted in size to single county boundaries, Additional recommenda-
tions deal with the administrative structure, the functions, and the fi-
nancing of the intermediate unit. Some of these recommendations call
for immediate changes in the office of the county superintendent of
schools while others deal with the proposed regional edueation distriets.
The fiscal effect of our proposed recommendations would be a savmgs
of $12.4 million for the State Sehool Fund as follows.

County School County School
Service Fund Service Fund
Total Reduction Balgnce

In Millions In Millions In Millions
County Sechool Service Fund
Direct Services Apportionment—

1969-70 .. $3.5 -_— —
Recommended Reduetion ———__ — $—3.0 —
Subtotal __________________ $3.5 8385 None
Other Purposes Apportionment—
1969-70 153 _— —
Recommended Reductions : :
Coordination _________.______ — —8.5 —
Audio-visual and Library —___ — —3.2 —
Courses of Stody o ____ — —0.5 _—
Teacher Institutes and
In-gervice Training .____ —_— —0.2 —
Subtotal $15.3 5—104 549
Total $18.8 $—13.9 $4.9
Foundation Program for Small School
Distriets
Recommended Increase (transferred
from Direct Services above)_. —— $1.5 —
Net Reduetion .o __ _ §—124 —

PROPERTY INSURANCE OF SCHOOL DISTRICTS

Chapter 684, Statutes of 1970 (AB 1026) and Senate Resolution 332
requested the Joint Legislative Budget Committee to study school dis-
triet financial problems associated with property insurance. The re-
quested project was carried out through contraet with a private risk
management consulting firm, The results of the comprehensive study
conducted are included in the final report entitled Property Insurance
for California.

School Districts

In the course of thls review questionnaires were distributed to all
California school districts. It was found that publie school distriets’
insurance increases were a combination of: (1) inereases in direct in-
surance premium costs and (2) enforeed self-assumption of loss through
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large mandatory deductibles. Distriet reports indicated that between
1965-66 and 1969-70, as reviewed in Table 23, distriet total premmms
for property insurance have almost doubled.

' Table 23
Total School District Property Insurance Premium Costs
Year Total Premium
1965-66 $5,711,000
1966-67 8,327,000
1067-68 - 6,807,000
1968-69 - - 8,768,000
1969-70 ——— 10,833,000

Based on the costs identified through distriet questionnaires supple-
mented with interviews with appropriate officials and contacts with
"other states providing speeial insurance to school distriets the report
reecommends a central state fund for treating all risks of loss to school
district property. The advantages of this approach are:

1. Cost savings of $3 to $4 million per year in the aggregate, plus
additional future inecome from investment of reserves,

2. Provision of a stable source of funding to replace the currently
volatile and unstable insurance markets,

3. Improved administration of loss prevention, claims handling, and
other administrative matters which relate to property losses.

4. Possibility of providing an orderly method of funding earthquake
and other currently uninsured risks.

5. Development of a self-insurance pool which could ultimately be
integrated with other state self-insurance pools to achieve even greater
spread of risk and improved benefits for all self-insuring entities.

6. Provision of a medium by which the state may provide financial
assistance to local school distriets by participating in underwriting the
costs of the eentral fund. Such state participation can be in any degree
desired, from zero to 100 percent.

To implement the proposed plan the report states that 1egis1ati0n
should be enacted to aceomplish the following:

a. Establish a School Distriet Property Loss Fund from which all
losses to schoel distriet property will be paid.

b. Appropriate $1 million to cover reserve for losses and starf-up
costs of administration, This amount ean be repaid by the fund within
a year if desired.

¢. Designate the administrative body in the state. The State Insur-
ance Office is preferred.

d. Establish a trust fund reserved solely for payment of physical
losses to school distriet property as determined by adjusters of the
administrative body.

" e. Authorize all local school districts to participate in the fund by
payment of one year’s current property insurance premiums. Most of
these funds can be made available by cancellation of existing polieies,
(If all risks not covered, assess 80 percent of premium.)

~ f. Authorize the administrator of the fund to contraect for such
claims adjusting, loss prevention, actuarial and other services as are
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Property Insurance of School Districts—Continued
necessary for operation of the fund with such costs not to exceed 10
pereent of the premium income of the fund.

g. Authorize the administrator to purchase such exeess insurance as

may be neecessary for adequate protection of the fund until it is of
sufficient size to insure stability.

h., Legislation should be enacted requiring all distriets to protect
(either by the fund or private insurance) against all risks of major
loss; i.e., those exceeding 1/10 of 1 percent of annual budget.

Department of Education
STATE OPERATIONS
Items 262, 263, 265, 266 and 268 from the

General Fund Vol. IV p. 2 Budget p. 262
Requested 1971-72 $15,811,445
Bstimated 1970-71 15,884,987
Actual 1969-70 16,103,527

Requested decrease $73,542 (0.5 percent)

Total recommended reduection . ____________ $234576

Department of Education
LOCAL ASSISTANCE
Ttems 269 through 278 from the General

Fund Vol. IV p. 2 Budget p. 252
Requested 1971-72 $1,619,567,987
Estimated 1970-71 -~ 1,518,245,027
Actual 1969-70 - 1,498,254,456

Requested increase $1,322,960 (0.1 percent)

Total recommended augmentation $675,000

DEPARTMENT OF EDUCATION
Ttem 267 from the Surplus Property

Revolving Fund Vol. IV p. 52 Budget p. 259
Requested 1971-72 . $3,992,000
Estimated 1970-71 3,606,526
Aetnal 196970 . e 3,391,142

Requested increase $385,474 (10.7 percent)

Total recommended reduection e None
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DEPARTMENT OF EDUCATION
Ttem 264 from the State School Building

Aid Fund Vol. IV p. 46 Budget p. 2568
Requested 1971-72 $221,100
Estimated 1970-71 227,495
Actual 1969-70 _____.... 181,633

Requested decrease $6,305 (2.8 percent)

Total recommended reduetion e None

Aualysis‘
SUMMARY OF MAJOR 1SSUES AND RECOMMENDATIONS page
General

1. Department of Edueation Program Budget. Recommend 745
specific assistance from the Department of Finance in preparing
effective program budget.

2. Department of Education Program Budget. Recommend 749
comprehensive budget resubmission.

8. Salary Savings. Recommend quarterly reports to Joint 752
Legislative Budget Committee throughout 1971-72.

4. Advisory Groups. Reduce $239,000. Recommend reduction 7563
based on excessive time spent on this activity. (Apply redue-
tion to unfunded Mathematies Improvement Program).

5. Advisory Groups. Recommend legislation restructuring and 753
refunding mandated commissions,

6. Advisory Groups. Recommend Department of Hdueation 753
develop a plan for restructuring all adv1sory groups for 1972
session,

Regular Instruction of Students Program

1. Statewide Testing Program, Recommend the Department of 757
Education collect information for each subtest of the Cooperative
Primary Reading Test.

2. Statewide Testing Program, Recommend enactment of legis- 758
lation to standardize test score ranking.

3. Mathematics Improvement Program. Augment $925,000. 759
Recommend restoration to continue current level of support to
program.

Instruction for Educationally Disadvantaged Students

1. Manpower Development and Training Act. Reduce $250,- 767
000. TRecommend reduction based on decrease in need for state
matching. (Apply reduction to unfunded Mathematics Improve-
ment Program)

2. Preschool Programs. Recommend Department of Social 771
Welfare eoordinate eligibility certification processes used in the
State Preschool Program and the Children’s Centers Program.

3. Children’s Centers. Recommend legislation to fund deficit 771
in program,
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Instruction for Special Education Students

1. Exceptional Children, Reecommend all public agencies
which provide services to exceptional children submit plans
for systematic identification.

2. Sehools for Deaf. Recommend proposal on feasibility of re-
quiring deaf to attend programs in counties of residence if avail-
able.

3. Schools for Deaf, Recommend review of admissions pro-
cedures to insure compliance with above plan.

4. Diagnostic Schools for Neurologieally Handieapped, Ree-
ommend report on project ‘‘Follow-up’’,

Instructional Support

1. School Approvals. Recommend legislation to permit the
State Board of Education to set fees for approval of private
schools which will support this funetion.

2. Teacher Certification and Credentials. Recommend special
legislative review.

Distribution of Aid

1. Appertionments to Public Sechools. Recommend speeial
legislative eonsideration when information from first principal
State School Fund apportionment is available,

2. Apportionments to Public Sehools, Recommend legis-
lative angmentation to increase apportionments by 7.65 pereent
to refleet change in the cost of living and productivity.

3. Textbooks. Recommend priority listing of titles.

4, Textbooks, Recommend definition of teachers’ editions.

5, State Curriculum Commission. Recommend two-year ap-
pointments. A

6. Textbooks, Recommend brealdown of textbook budget al-
Toeation, '

7. New Textbook Adoption (Social Science grades 5-8), Rec-
ommend more information on need and funds available.

8. Textbooks. Recommend maximum allowable royalty for-
mula.

9. Textbhooks, Recommend State Board of Kducation make
new adoption by June,

10. Textbooks. Recommend additional eost and scheduling
information from State Printer.

11. Dufty-Moseone Family Nutrition Education and Service
Act of 1970, ZRecommend special review; item not funded.
‘Departmental Administration

1. Divisional Adnvinistration. Transfer $88,400 plus operai-
ing expense and staff benefits. Recommend transfer from special
schools for the handicapped (Item 266) to Divisional Adminis-

tration (Item 263) to support physician and surgeon comntract
services,

2. Fiscal Office. Reduce $12,576 plus staff benefits. Recom-
mend deletion of one associate budget analyst.
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Analysis
, page
3. Fiseal Office. Recommend Legislature require the Depart- 825
ment of Education to submit a plan for the consolidation of all
fiscal activities in the fiscal office to the Joint Legislative Budget
Committee by November 1, 1971,
4. Management Analyst Office. Augment $17,000. Recom- 826
mend augmentation to continue management analysis function.
5. Data Processing. Recommend special legislative review, 827

GENERAL PROGRAM STATEMENT

The budget of the State Department of Edueatwn provides funds for
state level administration of -the public school system, The State Li-
brary, The Special Schools, National Defense Edueation and The Edu-
eational Commission of the States. Table 1 reviews these state opera-
tions by Budget Aet General Fund appropriation.

Table 1
State Operations—Department of Education

Budget Act 1969-70 1970-71 1971-%2

Item No. Purpose Actuel Estimated Projrosed
262 Educational Commission :

of the States __ oo _ $22,684 $24,100 $24,100
263 Gleneral Aectivities __.________ 6,403,624 5,241,667 5,000,000
265 WNational Defense Education-— 845,150 161,968 167,200
266 Speecial Schools . ______ 7,517,649 5,612,461 8,723,145
268 State Library —oe——— oo 1,814,527 1,944,791 1,597,000
TOTAL e $16,103,527 §$15,884,987 $15,811, 445

The Department of Education is also responsible for the administra-
tion of over $1.5 billion in state subventions which are aliocated to local
school distriets to support educational cost for pupils enrolled in regu-
lar class as well as a wide variety of speeial programs, Table 2 shows
total local assistanee appropriated from the General Fund.

The balance of state appropriations to functions under the Depart-
ment of Edueation is represented in an appropriation of $3,992,000
{(Item 267) from the Surplus Property Revolving Fund to support dis-
tribution of federal surplus property and $221,100 (Item 264) from the
State School Building Aid Fund, to support school construetion plan
review.

The department’s budget is summarized in program terms beginning
on page 252 of the Governor’s Budget document and detailed begin-
ning on page 2 of Budget Supplement Volume 4. Table 3 outlines the
program budget format of the 1971-72 submission and amounts from
all funding sources, corrected for minor interprogram transfers.

ANALYSIS AND RECOMMENDATIONS

The relationships between amounts propesed for appropriation in
the Budget Act of 1971 and program totals in the budget document
(generally referred to as erossover) are not complete in the Governor’s
Budget. We will, however, attempt to relate programs to funding
source throughout the analysis. Table 4 summarizes budget act support
appropriation items and relates them to the eight-program format for
the budget year.
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Budget Act

Item No., .

269-270
271
272
273
274
275
276
277
278

. Department of Education—Continued

Local Assistance—Department of Education

Apportionments for publie schools

Loans to school distriets ...

Edueational improvement act

Instruectional television

Compensatory eduneation ____

Assistance to new junior colleges __ ____ . _____
Special elementary reading program ___-______
Alathematies improvement program ____——_____

Children’s centers -

Children's eenters construction

Grants to teachers

Loan to EH teachers.

State lanch ———

Free textbooks

_ Assistance to publie libraries

Vocational eduecation __

1965-70

Actual
$1,422.168,242
548,037
4,941,081
696,027
10,834,260
—9,441
22,407,901
924,199
8,715,590
1,665,460
148,879
50,000
500,000
22,692,023
1,251,616
720,241

$1,498,245,015

197071
Estimated

$1,453,241,072.

(177,678)

725,000
11,000,000

18,000,000
925,000
10,899,712
344,540
150,000

21,307,110
1,000,000
1,330,271

$1,518,245,027

1971-72
Proposed

$1,459,400,000
(197,679)

800,000
11,000,000

18,360,000
10,627,666
150,000

17,828,000
800,000
800,000

$1,519,567,987

uorjeInp
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Table 3
Summary of Programs—Department of Education
Actual Bstimated Proposed
Program 1969-70 - 197071 197178
I. Repular Instruction for
Students - $54,695,427 340417919  $47,419,064
. 1L Imstruction for Edueationally
Disadvantaged Students ____ 178,071,840 176,560,125 209,424 805
III. Instrection for Special Bduca- :
. tion Students _____________. 16,642,501 21,636,764 21,770,770
IV. Imstructional Support —_____ .. 21,537,666 24,047,232 27,856,299
V. School Administration and ‘ :
Finance - . _______ 1,348,726 1,219,974 1,167.800
VI. Distribution of Aid . _______ 1,478,616,892 1,501,421.542 1 586,689,821
VII. Library Services . _____ 5,227,654 9,084,115 9,637,096
VIII. Departmental Administration. —_ 3,161,056 4,716,695 4,722 958
TOTALS, PROGRAMS .o _ $1,759,171,792 $1,870,604,366 $1,908,718.618
Reimbursements . _____.__ —36,702,198 —51,7634156 50,026,361
NET TOTALS, PROGRAMS _______ $1,722,379,504 $1,818,840,951 $1,8548,691,752
Funding Source
General Fund 1,514,330,651 1,534,625,623 1,585,568,332
State School Fund _______________ 2,721,948 2,700,000 2,650,000
California Water Fund . _______ 133,061 276,408 350,000
Motor Vehicle Transportation —____ _— 18,000,000 20,000,000
- State Construction Program Fund... _— 47,242 202 16,000,000
Driver Training Penalty Assess-
ment Fund o __________.__ - 5,367,511 1.600,000
Surplus Property Revolving Fund_. 3,301,142 - 3,600,526 3,992,000,
School Building Aid Fund ________ 181,633 227,195 221,100
Credential fees (General Fund) .__ 3,287,121 2,756,084 2,738,593
Environmental Protection Program
Fund — 37,000 176,000
Federal funds 168,334,008 204,002,102 | 275,400,727

NET TOTALS,. FUNDING SOURCE.- $1,722,379,594 $1,818,540,931 $1,858,691,752

In past years the Legislature has reviewed the budget of the depart-
ment based on line item detail of expenditures supplemented with per-
formanee information supplied by the program budget. The 1971-72
submission is only in the program form and therefore we have used
this format for our analysis, In the course of this review, we will at-
tempt to correlate Budget Aect appropriations with individual pro-
grams,

Departmental Program Budgeting

We recommend that the Legislature direct the Depariment of
Finance 1o continue to provide special assistance to the Department of
Education for the development and implementation of an effective pro-
gram budgeting system with the express objective of guaniifying all
objectives and outputs in-the 1972-73 budget document. This year’s
program budget format is the third major change in approach in the
three years that the system has been utilized for departmental submis-
gions. It will be recalled that we were very critical of the program
budget presentation of the Department of Education in the Analysis.
of the Budget Bell 1970-71, At that time we stated our belief that the.
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Table 4

Crossover Between Budget Document and Budget Act

w
=] -~
Es o 5 g
o o= 2.8 &
g, €p% &% z 2 - TS
o €5 £l2 By  Si, Z rz  £3
SE == EE T ) 2EC Gl =.2 2.5
Budget Act S ATT R FE %Ed £e A & RE '
Item No. I I III v v VI Vi1 VIII Total.
262 ILducational
Commission of
the States ____ $24.100 $24.100
263 General
© Activities __._  $754,300  $299,600  $743,586 $478,284 $650,700 $733.700 1,339,830 5,000,000
2656 National
Defense
BEdueation .__ 167,200 167,200
266 Special
Schools _______ 8,723,145 8,723,145
268 State Library__ $1,897,000 1,897,000
269 Apportionments
& to
270 Publie Schools_— 1,459,400,000 1,459,400,000
JRepayment of
Loans to School
-197,679 —197,679

Distriets ______

woTjeonp g
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271

Iastructional
Television —___..

800,000

800,000

272

Compensatory
Education ____

11,000,000

11,000,000

273

Special Ele-
mentary School
Reading
Instruetion
Program __..—__

18,360,000

18,360,000

274

Children’s
Centers __.___.

6,127,666 4,500,000

10,627,666

275

Grants to
Teachers of
Physically
Handicapped
Children —.___—

150,000

150,000

276

Free Textbooks

17,828,000

17,828,000

27

Agsistance to
Publie
Libraries —.___

800,000

800,000

278

Vocational
Education
(MDTA) _..-

800,000

800,000

Total .- $19,114,300 $18,227,266 $14,116,731 $1,445484 §$650,700 $1,477,764,021 $2,607,000 $1,363,930 $1,535,379,432

1 Plus $9,122,334 transferred to Departtient of Soclal Welfare as state matching requirements for federal funds for preschos] progrzms.
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department’s apparent 1na,b111ty to develop a program budget which
the Legislature could utilize in deeision making demonstrated a serious
deficiency in administration. The Legislature coneurred in that finding
and directed the Department of Finance to assist the Department of
Education in the development of a program budgeting system for that
department and to report to the Joint Legislative Budget Committee on
its progress by November 1, 1970,

The report of the Director of Finance indicates progress was made
with regard to three goals set by the Department of Education for its
program budget. These goals are as follows:

(1) To develop an administrative system for implementing the pro-
gram budgeting which would shift primary responsibility from the
department’s fiscal office to the administrators responsible for program
administration.

(2) To develop a program structure to which the department could
relate its program administration responsibilities.

(3) To find 2 means of relating its program admmlstratwe responsi-
bilities to the education programs of the state.

The report states that ‘‘In summary, it is believed that the Depart-
ment of Education has made, and will eontinue to make, significant
progress in developing their program budget. The department’s 1971~
72 program budget will reflect that improvement and future Program
Budgets will continue to correct the deficiencies noted in previous pres-
entations.”’

In reviewing the program budget, however, we believe that many of
the programs fail to fully meet the eriteria for program components
identified in the Stete Administrative Manual which are summarized
as follows:

(1) Need—why is the program, element or component needed?

(2) Objective—what is to be accomplished? How do the program
objectives relate to the need for the service?

(3) Ouput—what product is delivered? How may the effectiveness

' of the program be measured?

(4) Awuthority-—by what or how is the program authorized?

(5) Genergl Description—how will activities and tasks be used to
accomplish the objectives?

{6) Input—what will the program eost? :

(7) Workload Information—what changes are being made in order
to accomplish objectives? Are positions being deleted or added,

changes being made in program mix, and operational needs
changing ?

In Table 5 we have compared each of these eriteria to the programs
of the Department of Education presented in 1971-72 budget docu-
ment.

A review of the foregoing information will demonstrate that the
weakness exists in the definition of objectives and the quantification of
outputs, We believe that this is a serious shortecoming in the depart-
ment’s budget and an obstacle to legislative decisionmaking.
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Table 5 .

Comparison of Department of Education Program Budget to State

Administrative Manual Criteria
) Au- General Workload .
Oljec- thor- Descrip- Infor-
Need tive Ouiput ity tion Input mation
I. Regular Instruction
for Students __ . 8 2 2 1 1 1 1
I1. Instruction for Eduecationally

Disadvantaged Students _____ i 1 1 1 1 1

III. Imstruction for Speecial . :
Education Students ... ___ i 1 1 1 1 1 1
1V, Instructional Support ... i 2 2 1 1. 1 1

V. School Administration and

Finanee e 2 2 1 1 1 1
¥I. Distribution of Aid-____._. 1 2 2 1 1 1 1
VII. Library Services oo 1 1 1 1 1 1 1
VIII. Departmental Administration.. 1 2 2 3 1 3 1

1 Compares favorably with State Administrative Manual guldelines.
3 Partly compHes with guidelifnes.
3 Does not comply with guldelines,

Consequently, we believe the Department of Finance should be in-
structed to continue to assist the Department of Education in develop-
ing and implementing program budgeting procedures in 1971-72, This
directive should be carried out with the express objective of quantifying
in the 1972-73 budget document all of the Department of Education’s
ohjectives, outputs and inputs. '

Organization of the Department of Education

We recommend that the Department of Education be instructed by .
the Legislature to prepare a comprehensive budgetary resubmission for |
the 1971-72 fiscal year which has been reviewed and approved by the
Department of Finance to assure compliance with all provisions relat-
ing to the budget process. The budget for the Department of Education
represents a significant departure from established budgetary proce-
dures, which seriously impairs legislative review. The introductory
statement of the budget supplement summarizes the situation.

“In order to reaffirm statewide educational leadership in the Depart-
ment of HEduecation and to reutilize its thrust for quality education
in California, the newly elected Superintendent of Public Instruction
needs opportunity to redirect the resources of the department. He
should have flexibility in educational programs as well as in structur-
ing the organization for program effect.

“‘Consistent with these conclusions, the 1971--72 Governor’s Budget
proposes a blanket authorization of 394 newly unspecified positions
($9,000,000) and the corresponding elimination of 394 presently au-
thorized consultant positions, It is anticipated that a program proposal
will be presented during the 1971 session of the Legislature spelling
out the intention and details of the superintendent’s recommendations.

““When the leadership responsibility, the organizational elimate and
the management personnel have been assigned in the priority areas
identified by the Superintendent of Public Instruction, only then can
an accountability system be built and operated, It is important that
the State Superintendent of Public Instruetion be held aecountable for.
his programs, not for. the programs of the past.”’
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This will give the Superintendent of Public Instruetion broad lati-
tude to reorganize the elements of departmental positions. Table 6
shows this ‘‘blanket authorization’’ by departmental program.

Table 6
Review of Department of Education Blanket Authorization

. Number of

Program ' . poaitions
I, Regular instruction for students.. 1153
IT1. Instruction for educationally disadvantaged students___________ ____ 5.0
III. Instruction for special education students mimem 30,0
IV. Instructional support ___ 67.8
V. School administration and finance - 31.0
V1. Distribution of aid -— 125

VII. Library services - —

VIII. Departmental administration 57.5
Total X 3041

This procedure is identified throughout the budget as reductions for
departmental redirection for the deletion of old positions and the
restoration for deparimental redirection for the blanket authorizations,
This demonstrates effectively the administration’s desire that there be
a thorough reevaluation and redirection of the use of departmental
resources in the budget year.

The need for reorganization of the Department of Eduecation is not
new. For a number of years criticism has been advanced concerning the
need to redirect and revitalize this department. Most past critieism has
centered around the fact that the activities of the department have
become so involved in daily adminisrative matters that the leadership
qualities required to supervise the activities of 1,070 elementary, see-
ondary and unified school distriets in the state have been neglected.

Groups proposing specific plans in the past have included the Arthar
D. Little Company (private consultants), the Governor’s Survey on
Efficiency and Cost Control, and the State Board of Education’s pro-
posal. These plans were reviewed by the Legislature at its 1969 session
and specific approval was granted to reorganize fop-level management.

The Governor’s Budget now proposes this blanket authorization to
the Superintendent of Public Instruction to reorganize the profes-
gional levels of the department. While we would agree that further
reorganization and redirection is desirable, we question the procedure
seleeted in light of the constitutional responsibilities of the exeeutive
to submit a budget to the Legislature which contains...*itemized
statements of reecommended state expenditures and estlmated state
reventues.’

We do not believe that a state agency budget eontammg 394 unde-
fined positions const:tutes an itemized statement of recommended state
expenditures, This is accentuated by the fact that the budget merely
indicates that ‘‘it is anticipated that a program proposal will be pre-
sented to the Leg1slature . . . spelling out the intention and details of
the Supeuntendent 8 reeommendatlons
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‘We would point out, it is the responsibility of the Department of
‘Finance to monitor and review expenditure proposals as the state’s
central budget ageney. This review is designed to assure that all re-
quests are in aceordance with the requirements of the law and ad-
ministration poliey. If the Department of Eduecation is allowed fo
submit its proposals independently it could constitute a step fowards
the decentralization of the budget process.

Therefore, while we recognize the need for reorganization of the
‘Department of Education we disagree with the approach to this end
used in the budgetary submission. Consequently, we recommend that
the Department of Edueation be instructed to prepare a comprehen-
sive budgetary submission for legislative review which details expen-
ditures in the 1971-72 fiscal year and which has been reviewed and
approved by the Department of Finance,

Department of Education: Annual Report

In aunthorizing partial reorganization of the Department of Eduea-
tion, the Legislature at the 1969 session stipulated that the department
.ghould ‘“‘make an annual report to the Legislature to indicate costs,
benefits, strengths and weaknesses in public education.” This provision
was expanded in the Supplementary Report of the Committee on Con-
ference Relating to the Budget Bill 1970-71 which provided that the
Department of Education include in its annual report a statement of
priority areas in public education. The 1969-70 report dated Decem-
‘ber 1970 indicates the following priority areas for the budget year:

1. Basic Skills (reading, mathematics, spelling, grammar)

Existing evaluation practices and instruments of the Department of
Education including statewide testing programs will be analyzed to
determine the best procedures for evaluating pupil achievement in
rezding, mathematics, spelling, and grammar. Guidelines for helping
districts correct pupil deficlencies in basie skills will be developed.

2. General Academic Subjects

The priorities descrlbed above for basic skills will also apply to
pupil knowledge in general academic subJects
8. Occupational Preparation

Increased emphasis will be placed upon voeational education at the
secondary school level and the adult level with the intent to prepare
individuals for new occupations or for greater proficiency in their
present jobs.

4. Health and Sefety Education

Expansion of the comprehensive statewide drug education program
will eontinuve with the goal of minimizing drug abuse among pupils.
Comprehensive instruetional and counseling programs for pupils will
be developed and the fraining program for teachers will continue as
rapidly as possible.

5. Civie Responsibility

Programs will be developed which stress the need for a high degree

of student understanding of the demoecratic way of life, constitutional
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rights and responsibilities, enltural enrichment, the world of work, and
the responsibilities of holding down a job.

The report reviews the status of these and other areas in publie
edueation and provides information which is of general assistance. We
believe, however, that this report could be improved if departmental
prlormes were spelled out in terms of {1) measurable ob;jectlves (2) §i-
nanecial requirements and (8) legislation required.

Bupport of the Department of Education General Activities

The difficulties experienced in analyzing the Department of Eduea—
tion’s budget which have resulted from (1) the termination of all
projects funded by Title V of the Blementary and Seeondary Edu-
cation Act and (2) the blanket authorization for redirection of 394
departmental positions, seriously limit the value of the Governor’s Bud-
get and Budget Supplement as a tool for legislative review. Thls situa-
tion is compounded by the absence of line item detail, -

As a consequence analysis ean only serve to review for the Legisla-
ture the budget for the department and the conecrete budget changes
made by the administration as distinet from those designed for policy
redirection. However, a review of the redirected expenditure programs
will be made when the Supermtendent of Public Instruction’s modified
budget is received. Table 7 reviews the total proposed expenditure pro-
gram for the Department of Education by funding souree.

Table 7 )
Support for the General Agtivities of the Department of Education
Actuel  Hstimated Proposed

General Fund ‘ 1969-70  1970-71 197172
Budget Act appropriation . $6,376,62¢4 $5,241,667 $5,000,000
Continuving apprepriation of credential fees __ 8,206,240 2,756,084 2,738,593
QOther General Fund — 90,120 495,789 183,900
Subtotal $97,672,984 $8,403,540 §$7,922,493
Other Funds

Environmental Protection Program Fund ——— _— $37,000 $176,000
School Building Aid Fund e e $181,683 ~ $227495  §$221,100
Federal funds $8,570,507 $11721,072 $13,392,469
Total All Funds ___ __ $18,425124 $20,479,107 $21,712,062

These figures demonstrate that the total operating budget of the
Department of Education is proposed to be increased by $1,232,955.
This is composed of reductions of $571,047 and $6,395 respectively in
the General Fund and State School Building Aid Fund offset by anti-
cipated increases of $139,000 from the Environmental Protection Pro-
gram Fund and $1,671,397 from various federal funds.

Departmental Salary Savinhgs

- We recommend that the Department of Education be directed to re-
port the level of salary savings on o quarierly basis throughout 197472
to the Joint Legislative Budget Commitfee, In the Analysis of the Bud-
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get Bill 1970-71 we reported on the problems which were associated
with budgeted amounts for salary savings in the Department of Edu-
cation. We pointed out that salary savings is a factor which is caleu-
lated to adjust the budget for staff turnover and other ecircumstances
where aunthorized positions are not filled. However, the inordinately
high level of salary savings in the department’s budget resulted in posi-
tions being held open for extended periods. To alleviate this factor the
anticipated budget level was reduced by $87,500 in the ecurrent year
and specifie position reductions were made. In the budget year it is pro-
posed that salary savings be increased from the computational amount
of $695,949 by $75,700 to $771,649. This is based on a 5-percent in-
crease to all programs except Departmental Administration where the
factor is 8 percent. This is justified by the Departmeént of Finance on
the grounds that (1) redirection of 394 departmental positions will
cause an abnormal turnover rate and (2) experience through January
1971 indieates that the current level is too low. This rational depends
on a substantial change in departmental personnel rather than realloca-
tion of existing staff and a similarity of factors in the budget year
which determined salary savings in the current year. We believe that
both of the foregoing justification factors are subject to question. We
therefore propose that quarterly reports be required from the De-
partment of Education to the Joint Legislative Budget Committee
in 1971-72. This would permit the close monitoring of the faefor to
insure that it does not create an art1ﬁ31a1 element in departmental
staffing.

Advisory Groups

We recommend e reduction of $239,000, the approximate level of the
. 1971-72 General Fund budget applicable to the man-deys expended on
departmental aduvisory commitices, commaissions, assoctations and
boards. (We recommend that this $239,000 be applied to the unfunded
Mathematics Improvement Program (see page 759).).

We recommend that legislation be enacted restructuring and refund-.
zc'r’lgdthe comniissions w]mch are 'presefntly mandated by the Education

ode.

We recommend that the Department of Education be dwected to de-
velop a plan for restructuring all advisory groups for presentation to
the Legislature ot the 1972 session.

In the Analysis of the Budget Aet 1970-71 we poinfed out that re-
cent information indicated there was an excessive number of separate
advisory boards which made demands on the staff time of the Depart-
ment of Education. Based on this situation the Legislature directed the
department to prepare a comprehensive report on the status of such
groups.

The study was able to identify 164 such groups by function based on
a variety of authorities including state and federal law, requirements
of the State Board of Edueation and the Superintendent of Publie In-
struction or departmental policy, Table 8 reviews the identified groups,.
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Table 8
Department of Education Advisory Groups
State
and °
: State Federal Federal Total
Committee 52 3 30 8 .
Commission i 1 5 12
Association 38 3 22 63
Board 1 - - 1
Program 3 - - 8
- . Total ————__ 164
Interdepartment meme oo ‘ S 23.5
Intradepartment _____________ .9
Professional oo 1185
Para-professional . 13
Total . 164

The department estimates that a total of 2,288 professional man-days
were associated with this activity at a cost of $430,585 ($239,633 Gen-
eral Fund) in 1970-71 as shown in Table 9,

Table 9 _
Cost of Advisory Groups

196970 1970-71
State .- - $178,814 $239,633
Federal __ 171,211 167,512
Federal and state 24 180 23,440
Total ___ $374,205 $430,585
Estimated Professional Man-days . e __ 2,241 2,288

We believe that the report of the Department of Eduecation demon-
strates a significant need for redirection of existing Department of
Education resources which are currently devoted to advisory groups.
This must be done, however, on the basis of a comprehensive plan
which will assure appropriate assistance to the department from both
the professional and lay publie.

We propose, first, a reduction of $239 000 the General Fund por-
tion expended for thls activity. This amount could be applied to the
unfunded Mathematies Improvement Program (see page 759). Beec-
ondly, since many of the commissions are mandated by statute it will
be necessary to restructure and refund them at this legislative session.
Thirdly, we further propose that the Department of Education develop
a plan for the use of professional and lay groups for submission to
the Legmlature at the next regular session.
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Program No. |
REGULAR INSTRUCTION FOR STUDENTS
Vol. IV p. 4 Budget p. 2563

" Requested 1971-72____ $47,419,064
HEstimated 1970-71__ _ 40,417,919
Aectuzal  1969-70_ o 54,695,427

Requested Increase $7,001,145 (17.3 Percent)
SUMMARY OF MAJOR 1SSUES AND RECOMMENDATIONS - A’;‘;ﬁ’:"”

1. Statewide Testing Program, Recommend the Department 757
of Edueation colleet information for each subtest of the Coop-
erative Primary Reading Test.

2. Statewide Testing Program. Recommend enactment of legis- 758
lation to standardize test score ranking.

3. Mathematics Improvement Program. Augment 3925,000. 759
Recommend restoration to cohtinue current level of support to
program,

The Regular Instruction for Studenis program is composed of ae-
tivities of the Department of Eduecation which are directed toward
public school educational programs authorized by law. The target
population to be serviced represents approximately 4,300,000 enrolled
in the school district educational programs aeross the state. The.
program is composed of five elements which are reviewed along with
program costs in Table 10 below.

Table 10 . _
Regular Instruction for Students .

Actual Bslimated Proposed

: 1969-70 1976-11 197112

A, Basie Skills $25,977,430 $21,246,774 $20,907,777
B. Health and Safety . ____ 355,671 743,107 908,837
C. Civie Responsibility __ o .. 54,939 - 66,681 68,654
D. Academic Education _ 584,742 530,812 461,004
E. Occupationsl Preparation —————_ 27,722,645 17,830,545 25,072,792
Total $54,605,427 $40,417,919 $47,419,064

Table 11 provides expenditures in terms of state operations and
loeal assistance and indicated funding sourees.

Table 12 compares the regular instruetion for students program to
its soureces of General Fund appropriation.

A. Basic Skills

The Governor’s Budget defines basic skills as ‘‘the tools needed to
.acquire information, work with gquantitative data and communicate
ideas and informat-ion.” It is further indicated that lack of success in
reading, mathematics and English prevents pupils from progressing
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Table 11
Funding by Source Regular Instruction for Students Program
Aectual Bstimated Proposed

ftate Operations 1963-70 197071 1971-72

General Fond _ _______________ $1.572,547 $862,044 $754,300

Environmental Protection Fund.. — 37,000 176,000

Federal funds oo __ 4,059,576 . 5,083,019 5,224,437

Reimbursements _______________ 222120 216,752 285,900

Other funds _— _— 183,900

Subtotal $5,854,243 $6,148,815 $6,624,537

Local Asgsistance

General Fund ____ . ___ $23,562,371 $19,155,271 $18,860,000

Federal funds 25,278,813 15,113,833 22,434,527

Subtotal $48,841,184  $34,260,104 $40,794,527

Total — $54,605,427 $40,417,919 $47,419,084
- General Fund 25,134,918 20,017,315 19,114,300

Environmental Protection Fund__ — 37,000 176,000

Federal funds 20,338,389 20,146,852 27,658,964

Reimbursements . ... __ 222120 216,752 285,900

Other funds ' _— _— 183,900

Table 12
Regular Instruction for Students by 1971 Budget Act Item

Ttem number Title : Amount
State Operations - - . ‘

263 Department of Education General Activities oo $754,300

Local Assistance .
278 Special Elementary School Reading Instruction Program $18,360,000

Total $19,144,300

satisfactorily in school as well as in society, Objectives for the budget
year are summarized as follows:

Reading. A means will be designed by which the program in each
sehool distriet, kindergarten and grades 1 through 12, can be evaluated,
in addition to the statewide testing program,

Mathematies. The department will enter into a contract with the
University of California for the recruitment, designation, training and
supervision of mathematies specialists.

English. An evaluation report of the English Teacher Specialist
Program will be completed and distributed.

Funding for the basic skills element is summarized in Table 13.

Table 13
Basic Skills .

Actual Hstimated Proposed
Suppert 1969-70 197071 1971-72
General Fund —_______________ $244 609 $230,398 $354,197
Federal funds 296,645 404,084 485,215
Reimbursements e 4,443 —— 40,416

Tocal Assistance . .
General Fund oo 23,332,100 18,925,000 18,360,000
Federal funds 2,009,633 1,687,202 1,687,904
Total $26,977,430 $21,246,774 $20,907,%71
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The principal source of evaluative information on pupil performance
in the basic skill areas is provided through a series of legislative re-
quirements commonly referred to as the Statewide Testing Program.
This program provides for the adminisiration of standardized tests in
grades 1 through 3 under the provisions of the Miller-Unruh Basie
Reading Act while a battery of tests are administered in grades 6 and
12 including scholastic aptitude language, spelling, arithmetic and
readmg

It is important to note that readmg test instruments differed in the
first grade from those used in the seeond and third grades. This results
from the State Board of Hducation program to phase out the use of
the Stanford Primary Reading Test and replace it with the Co-
operative Primary Reading Test over a three-year period. The Legis-
lature at its 1970 session recognized the possibility that this change of
test might result in a lack of comparable data, and required the Depart-
ment of Education to develop a system for ealculating the comparable
test scores to provide the necessary comparisons. Table 14 provides a
romparison of the test scores for grades 1 through 3 over the life of the
program adjusted to assure comparability among tests.

Table 14
Reading: Grades 1, 2 and 3—California Schools
Median Achievement Test Raw Scores

Culifornic median Pulilighers national
Grade and pear scare median gcore
Grade One
1066 306 47
1067 32,5 47
1968 ——— 327 : 47
1969 84.5 47
1970 85.41 47
Grade Two
1968 376 . 50 -
1967 39.3 50
1968 - 30.7 50
1969 : 41.7 : 50
1970 42.6 b0
Grade Three ) ‘
19686 ___ — -
1967 61.9 T2
1968 S 62.2 : =
1969 63.1 . 72
1970 63.4 72

¥ Cooperative Primary Reading Test seores converted {o Stanford Reading Test scote equivalents,

Thege figures demonstrate that very little measurable progress hag
been made in reading performance in the past year. Increases range
from a high of 0.9 of a median raw score point to a low of 0.3 of a
median raw score point. Substantial improvement would be required
to equal or surpass the publishers national norms,

We recommend that the Deparitment of Education be directed to
collect information from the Statewide Testing Program for each of
the sublests of the Cooperative Primary Reading Test. Test scores
are reported under the Statewide Testing Program as median raw
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score points for an individual sehool or distriet and provide very little
substantive information which state or loeal policy makers can utilize
in the identification of weak points in the eduecational program, For
example, although the statewide test scores would appear to indicate
that there is a general weakness statewide in pupil performance in
reading when compared to the publishers national norm, it reveals
nothing of a diagnostic nature regarding the causes of this weakness.

With the introduction of the Cooperative Primary Reading Test a
series of substest breakdowns are available that provide valuable in-
formation on the nature of reading problems. Table 15 shows an exam-
ple of the item classifications that can be analyzed.

Table 15

Examples of ltem Classifications for the Cooperative Priméry Reading Tests
{Classification of 50 Separate Questions)

Word Sentence Paragraph
. ] Exposition Number
Conctrete Abstract directions Narrative Poetry  of items
I. Compre-
hension {a) --.1,2,4,5, 38 16,17,18, 26,28 14
y T 21
(b) __10,15 89,11, 24 8
13, 14 .
II. Extraction ___ 4], 42 31,33, 38
46 i
II1. Interpre-
tation _—______ 19, 20,22 43,44, 45 27,29,30,39,40 22
Evaluation —__ 23,25 82, 34, 33,
Inference oo—- 37, 38, 47,
48, 49, 50
Number of
Questions oo 15 10 25 50

This strueture demonstrates the relationship of 50 test gquestions to
reading skills required by students to: (1) comprehend, (2} extraet,
and (3) interpret a series of words, sentenees and paragraphs. We be-
lieve that the breakdown of statewide test reports would be of great
assistance to the Legislature, State Department of Education and loeal
schocl distriets in assessing the educational needs of the state. We,
therefore, propose that the Department of Education be directed to
collect subtest scores for the Cooperative Primary Reading Test.

We recommend that legislation be enacted that will require the De-
partment of Education, when reporting statewide test scores compared
to operational factors, to use a standardized rank order approach
which will readily permit comparison of factors. Chapter 1522, Stat-
utes of 1969, requires the Department of Education to prepare an an-
nual report comparing statewide testing program scores to a variety
of operational factors such as teacher salaries, average class size and;
%ssessed valuation per pupil. :
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The first report prepared under this provision by the department en-
titled Californie State Testing Program 1968-69, however, is not sub-
mitted in a form which is useful for legislative decision making. We
believe that the objective of this report should be to provide an index
for comparison between pupil performance and the factors which affect
the performance. This report does mot permit such comparisons. For
example, one district was ranked 437 out of 804 on the index for pov-
erty, 164 out of 422 on the index for minority enrollment and 265 out
of 1,072 on the index for expenditures for instruction per ADA. We
suggest that legislation be adopted to require the Department of Edu-
cation to submit its annual reports in the future in such a manner that
category comparisons are readily apparent.

We recommend that the dudget be augmented by $925,000 from the
General Fund to continue state support to the Mathematics Improve-
ment Program. ,

The Mathematics Improvement Program, as established by Chapter
1639, Statutes of 1967, provides for the development of a new testing
instrument and authorizes several experimental pilot projects to im-
prove the quality of instruction of mathematics in the publie schools.
The programs which were originally to be conducted in grades 2, 3, 5,
6, and 8 through 12 are summarized below.

1. Specidlized Teacher Program. The purpose of this projeet is to
permit teachers who have a special interest in mathematies to mstruect
in the subject. At least half of these specialized teachers are required
to participate in summer in-serviee training programs to be condueted
in regional training eenters. Participants then provide instruetion in
mathematics to their own and one other grade level through trade off
arrangements. Pupils instructed by participating teachers are to be
tested-to evaluate the effectiveness of the program. The state will pay
the costs of all regional in-serviee training programs including stipends
for the participants plus living and travel expenses.

9. Mathematics Specialist Program. This program is designed to
improve the quality of mathematies instruction through fhe employ-
ment of the finest mathematieal talent available, The speeialist need
not hold a teaching eredential, but is required to have a college minor
in mathematics or its equwalent Districts participating in this pro-
gram, which are to have relative low wealth and large numbers of
underachieving pupils, receive allowances for the salaries of their
mathematies specialists on an equalization formula.

3. Accelerated Instruction Program. This program is designed to
encourage school districts to establish accelerated programs of instrue-
tion in mathematies in coeperation with institutions of higher learning.
These programs are to include grades 8 through 12 and incorporate the
‘basic principles of mathematies and the operations of caleulus. The
state reimburses participating school districts for the costs of contract-
ual agreements with colleges and universities which cooperate in these
projects. .
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- Tarmination of Program

The Governor’s Budget, page A-35, states that *‘the statutory authori-
zation for the Mathematics Improvement Program expires at the end
of the 1970-71 fiscal year’’ and the Budget eliminates support for the
program. As originally established the Speeialized Teacher Program
and the Mathematics Specialist Program were to be terminated ‘at the
end of the current year while the accelerated instruection program ex-
tended through 197273, The Legislature at its 1970 session enacted
Chapter 1192 (AB 2022) which extended the Specialized Teacher Pro-
gram and Mathematies Specialist Program through 1973-74. In addi-
tion, this legislation further extended the Specialized Teacher Program
to all grades 1 through 12 and stipulated that the Department of Edu-
cation shall enter into a contraet with the University of California for
$50,000 to recruit, designate, train and supervise math specialists,

Despite the fact that (1) the Legislature specifically continued the
program until 1973-74, (2) recent evaluation reports regarding both
the specialized teacher program and the math specialists program indi-
cate positive results, (3) one of the prinecipal objectives in the basie
skills element of the Budget Supplement would be contracting for math
speelahsts and (4) evaluation aspects of the accelerated instruction
program is not scheduled until the final phases of the five-year project,
all state support is proposed to.terminate in the current year to achieve
General Fund savings.

‘We believe that this program has demonstrated substantial merit in
the development of improved techniques of mathematies instruetion.
We therefore, propose that state support to the program be continued

in the budget year at the current level of support for ‘a total General
Fund cost of $925,000,

B. Health and Safety

The budget indicates that health and safety edueation is ‘‘one facet
of a multifaceted attack on the problems facing youth. These problems
include drug abuse, smoking and drinking, venereal disease, emotional
problems, environmental health hazards, hazards created by disaster
and the greatest killer of them all—iraffic accidents.’” No documenta-
tion, however, is provided to indicate the magnitude of these problems.
Table 16 reviews support to this element.

Table 16
Health and Safety ~ ]

) Actual Estimated Proposed
Support 196970 197071 197172
General Fund $67,969 $285,078 $247,621
Federal funds 20552 358,777 823,817

California Environmental ‘
Protection Program Fund mmee-.- — 37,000 176,000
Reimbursements ___ . ___ 81,790 112,252 161,399
Total $365,671 $743,107 $908,837

Workload plans indicate that an antipollution program will be im-
plemented in the budget year under this element,
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€. Civic Responsibility

The need statement for the civie responsxbﬂlty states that these
courses constitute the major vehicle for promotion of civie responsibility -
and goes on to point out ‘‘Yet, young people and their elders too often
fail to demonstrate that they have really learned the meaning of civie
responsibility. Alienation and confrontation, group pitted against group,
erime, drugs, arson and vandalism all attest to the need for increasing
efforts to teach that personal liberty can exist only if it goes hand in’
hand with personal responsibility. Eduecation cannot be blamed as the-
sole cause of the apparent breakdown in ecivie responsibility, but the
condltlons do point up the need to strengthen education in the social
sciences.’

" In this element also, no information is submitted in the budget to
indicate the magmtude of these problems. Table 17 shows support to
civic responsibility for past, current and budget years.

Table 17
Civic Resfrons—‘ibi_lity -
Actual HBstimated Proposed

Support _ 1969-70  1970-v1 19712
“ General Fund . ' $30,288 $51,966 $56,798
Federal funds . 24551 14715 11,856
Total ' o $54939  $66,681 $68,654

Speelﬁc attention will be pald to‘ ‘‘developing a program of 1nstrue-
tion in the elements of basic law’’ in the budget year. v

D. Academic Educatlon

This program is designed to meet the public need for understanding
in several fields and to prepare pupils for college, Table 18 mdlcates
support to the program.

Table 18
~ Actual Estimated Proposed
Support 1969-10 19701 197172
General Fund _ $255,794 . $344,602 $279,584
Federal funds _ - 328,048 186,210 181,420
-Total __ $584,742 $530,812 $461,004

Although the budget supplement indicates that the ‘‘aviation eduea-
tion’” portion of this element will provide increased attention to ‘‘moni-
toring programs for legality’’, we are advised by the Department of
Finance that one consultant position and one clerieal position at a total
General Fund cost of $29,800 are deleted in the 1971-72 budget.

§ Qocupational Preparation (Vocational Education)

The objective of the occupational preparation program in California
as stated in the budget is to serve the needs of ‘“those who are prepar-
ing for initial employment; those who are already employed but who
have need of higher skill levels; and those who are unemployed.”’ In
California, vocational education is supported by federal, state, and local
funds. Federal funds are authorized by the Vocational Education Aet
of 1968 and the Manpower Development and Training Aet and are
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administered by the Division of Instruetion’s Vocational Education
Seection,

Table 19 indicates the support for the occupational training element
of this program.

Table 19
Support for Ocoupational Preparation
Actual Hstimated Proposed

Support 196910 1970571 197172
General Fund $973,787 - -
Federal funds _ 3,208,520 4,060,288  $4,242,120
Reimbursements T 135,886 104,500 84,040

Local Assistance
General Fund : 230,271 230,271 -
Tedera} funds 23,179,180 13,426,541 20,746,623

Total $27,722,645 §17,830,648 §25,072,792

The proposed budget eliminates a General Fund loeal assistance ap-
propriation of $230,271 which was distributed in the current and prior
budget years for supervision and teacher training to distriets main-
taining secondary schools. In essence, the funds reduced from the
General Fund will be offset by federal funds since the federal law
provides that ‘‘the commissioner (of education) shall pay, from the
amount available to the state an amount equal to 50 pereentum of the .
state and local expenditures in carrying out its state plan...”’ Since’
California is substantially overmatehed through state apportionments,
categorical aids and distriet vocational aid expenditures, and since it
ig anticipated that voeational edueation support from the federal gov-
ernment will increase slightly in the budget year, the proposed redue-
tion in state support will be offset by federal funds.

~ Program No. 1l ,
INSTRUCTION FOR EDUCATIONALLY DISADVANTAGED STUDENTS
Vol. IV p. 11 Budget p. 264

Requested 1971-72 _ oo $209324,805

Estimated 1970-71 e 176,560,125

Actual 1969-70 178,071,840
Requested Increase $32,864,680 (18.6 Percent)

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS Aggz";’“

1. Manpower Development and Training Act. Reduce $250,000 767
Recommend reduction based on decrease in need for state
matching. (Apply reduction to unfunded Mathematies
Improvement Program).

2. Preschool Programs. Recommend Department of Soeial 771

‘Welfare coordinate eligibility certification processes used
in the State Preschool Program and the Children’s Centers
Program.
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Analysis
page
3. Children’s Centers. Recommend legislation to fund deficit 771
in program.

““The Instruction for Educationally Disadvantaged Students’ pro-
gram is composed of Department of Edueation activities designed to
provide special educational assistance to approximately 1.8 millicn
children, youth and adults living at the poverty level. The basic goal
of this program is to break the eycle of poverty by raising the achieve-
ment levels of such pupils, Table 20 summarizes the total support to the

- elements of this program.
Tahle 20

Instruction for Educationally Disadvantaged Students Program

Actual Estimated Proposed
1969-70 1970-11 197172

A. Socioeconomically disadvantaged __ $138,940,981 $116,970,371 $164,536,046

B. Migrant Education . —ooe 7,370,629 8,269,416 10,767,284
(O, Preschool Education aemmcammenaaa 31,751,230 51,320,338 34,121,525
Total $178,071,840 $176,560,125 $209,424,805

The elements of this program are generally administered by the
Department’s Office of Compensatory Education and are composed of
state administrative expense and grants to local districts. Table 21
compares state operations to local assistance by funding source,

Table 21 -

Funding by Source for Instruction for Educationally
Disadvantaged Students Program

Actual Estimated Proposed

State Operations 196910 197071 1971412
General Fund $287,529 $393,559 $299,600
School Building Aid Fund _________ 11,327 19,065 19,100
Federal funds - 1,489,575 2,200,372 3,620,284
Reimbursements ) 522 585 887,076 983,800

Subtotal $2,311,016  $3,490,072  $4,922,784
Local Assistance '
General Fund $20,513,009 $23,548,277 $17,927,066
Federal funds 121,424,089 103,269,607 142,274,800
Reimbursements __ . : 33,823,726 43,256,269 44 299 555
Subtotal $175,760,824 $173,069,153 $204,502,021
Total ... $178,071,840 $176,660,125 $209,424,805

General Fund 20,800,269 23,036,836 18,227,260

School Building Aid Fund e emi - 11,327 19,065 19,100

Federal funds 122,913,664 105,460,979 145,805,084

Reimbursements : 34,346,311 47,134,245 45,283,355

Table 22 summarizes General Fund support by Budget Act item.
A. Socioceconomically Disadvantaged §tud§'nts

The element is composed of federally funded programs under Titles
I and VIII of the Elementary and Secondary Education Act of 1963,
the Followthrough Program, Manpower Development and Training Act
and adult basic education. An evaluation of compensatory eduecation
programs in California is contained in the general summary section of
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Table 22
Budget Act Appropriations for Educationally Disadvantagéd
State Operations

Budget Act item Purpose Amount
263 Department of Bduecation
General Activities $299,600
Local Assistance
272 Compensatory Education : 11,000,000
278 Manpower Development ‘
and Training 800,000
274 i Children's Centers 6,127,666
Totals : $18,227,260
Table 23

Sociceconomically Disadvantaged Students
Actual Bstimated  Eatimated

State Operations 1969-7¢ 197071 197172
General Fund - $287,529 $363,559 $280,582
Federal funds 1,188,615 1,752,003 3,155,006
Reimbursements 244,152 251,043 279,518

Local Assistance
General Fund 11,140,984 11,800,000 11,800,000
Federal funds 114,961,100 96,870,457 133,773,300
Reimbursements _ 11,127,601 5,932,319 15,247,555

Taotal . $138,949,981 $116,970,871 $164,536,046

the analysis under Title I ESEA. Table 23 reviews support to this
element, :

State support to this element is appropriated in Item 272, Com-
pensatory Edueation ; Item 278, Manpower Development and Training ;
and Item 274, Children’s Centers,

Compensatory Education (ltem 272)

State subventions for the compensatory education element will total
$11 million in the current year. The four programs are funded as
follows.

1. 8peciel Teacher Employment Program. The Speeial Teacher Em-
ployment program provides funds to facilitate the reduction of class
size (pupil-teacher ratio) in the most concentrated areas of poverty
and social tension in the state. Table 24 demonstrates the distribution
of the $6.5 million supporting this eomponent in the eurrent year.

2. Demonstration Projects in Reading and Mathematics. The major
objective of this program is to develop and implement experimental
projects in reading and mathematics in grades 7-9 which will improve
the achievement levels of pupils in these subjects. This program is
funded at a $3 million level for 1969-70. Table 25 lists the districts
currently administering demonstration projeets.

3. State Projecis in Rescarch and Teacher Education. The MeAteer
Act authorizes state support for research projects in compensatory
education and for demonstration projects involving preservice and in-
serviee training for teachers. The purpose of such projects is to im-
prove the overall quality of compensatory education programs with
particular emphasis on the -quality of prospective teachers of disad-
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vantaged children who are produced by the state’s teacher training
institutions. Table 26 summanzes these projects in 1970-71 funded
to date.

4. Professional Develapment Centers, Chapter 1414, Statutes of 1968
(AB 920). In. 1968 the ’ TLegislature passed Chapter 1414 (AB 920)
which contained poliey gmdehnes for thé establishment, maintenance
and evaluation of both preservice and in-service programs of teacher
trajning. This legislation authorjzed .the establishment of a system of
**Professional Development and. Program Improvement Centers to
provide preservice and in-service training and specifies that such
centers shall provide training for teachers serving in schools having
s high percentage of underachlevmg pupils. Table 27 reviews eurrent
support to this program.

Ta!gler24,
Special Teacher Empléy!ﬁegﬁprqgramﬁwm-ﬂ
q:mnty District . Approved funds
Alameda Berkeley Unified 827,070
Oakland Unified 836,303
Gontra Costa e _Pittsburg Unified 52,796
) . Richmond Unified 231,984
Fresno Fresno City Unified - 178,623
¥resno Colony Blem, o ___ 36,516
Madison Elem. 28,572
Teague Blem. 21419
West Park Elem, 17,467
Kern Bakersfield Elem. 205,377
Greenfleld Elem., 26,636
Log ADgeles oo Compton Unified 273,908,
El Monte Elem, 32432°
Kl Rancho 13 990
Garvey Elem, __ 82, 633
Long Beach Unified 187,989
Los Angeles i 3,269,771
Monrovia Unified 12,685
Montebello Unified 26,754
Pasadena Unified : 115,671
Pomona Unified 18,534
Santa Monica Unified . __________ 21,933
Whittier 9,445
Riverside _ Jurupa Unified 30,469
Riverside Unified 12,764
Sacramento Del Paso Heights ... 6124
Nerth Bacramento 9 642"
Sacramento Unified _ oo 36 238
8San Bernardino . ___. Colton Joint Unified ___ ___________ 20,234
Ontarie-Montelair 46,039
San Bernardino Unified .. _______ 177,441
San Diego National Elem, 14,978
San Diego Unified 188,888
San Ysidro Blem, 37,148
San Francisco San Francisco Unified __.____________ 880,487
San Joaquin e Stockton Unified 236,954
Santa Barbara .____________. Santa Barbara City 11,460
Banta Clara e San Jose Unified 53,132

TOTAL $6,500,000
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Table 25 .
Reading and Mathematics Demonstration Projects—1970-71
’ Approved
County District funds
Alameds meemmee e Qakland Unified ——- $161,410
Fresno Fresno City Unified . 204,630
Los Angeles —— oo oo __ B! Monte Elementary. . 75,739
Long Beach Unified (Reading) .ooe—eeemeee 185,708
Long Beach Unified (Math) . . _____ 165,000
Los Angeles Unified : .
Belvedere 195,932
Pacoima 205,192
Bdison 223,992
Montebelio Unified . 103,404
Pasadena Unified 128,845
Riverside oo Riverside Unified 167,725
‘San Bernardino ____..____| Colton Joint Unified 63,700
- SanDieg0 e San Diego Unified 199,807
San Francised —meeoo San Francisco Unified 133,419
Ban Joaquin —eeee o Stockton Unified 200,000
Santa Barbara . ___ Santa Barbara City Schoels o 231,888
Santa Clarf e San Jose Unified . 280,314
Total $2,056,003
Table 26
. Research and Teacher Education Projects—1970-71
Agency A mount
Oroviile City Elementary - $41,350
Los Nietos Elementary 101,936
Pasadena City Unified 108,352
San Diego State College 45,122
University of the Pacifie, Stockton 93,931
Cambrian Elementary ——_ 44,970
University of California, S8anta Cruz 73,300
Woodland Joint Unified 21,958
Total Approved to Date ; $580,919
Table 27
Professional Development Centers—1970~71
Agency Amount
Oakland City Unified , $171,200
Fresno City Unified . 197,845
Compten Unified 149,530
Long Beach Unified 224 844
Total Approved to Date.. - §742,919

The budget as proposed ineludes a reduction of $25,000 for eonsultant
services in the area of teacher staff development., We are advised by the
Department of Hdueation that this amount will not result in a decrease
in its activities in the budget year. This action is reflected in the state
operations for this element appropriated in Item 263 for the general
activities of the Department of Education. o ‘

Occupational Preparation (Manpower Developmeni and Training
Aet) (Item 278). Oeccupational education for educationally dis-
advantdged youth is provided by the Manpower Development and

“Training Act (MDTA).
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We recommend a reduction of $250,000 in the proposed $800,000
Geneml Pund local assistance appropriation for the Mcmpawer Train-
ing and Development Program based on a decrease in the need for
state matching funds. We recommend that this $250,000 be applied to
the unfunded Mathematics Improvement Program (see page 759).
: The Manpower Development and Training Program component of the
aid to socioeconomically disadvantaged students program is designed
to provide vocational edueation opportunities for sociceconomically dis-
advantaged youth. Table 28 presents the support for this element.

Table 28
Support for Manpower Development and Training

Actual Estimated  Estimaled
-Local assistance : 19690 197011 197172

General Fund $800,000  $800,000  $800,000

The proposed General Fund local assistance appropriation of $800,
000 is to meet the 10 percent matching requirement of the Manpower
Training and Development Act, Under this act, the federal govern-
‘ment pays for 90 percent of the program costs and the 10 percent
balanee must be matched with state and/or local funds.

Table 29 indicates- the amount of General Fund local assistance
which was actually spent for this program in fiscal years 1967-68,

1968-69 and 1969-70.
Table 29

General Fund Local Assistance Expenditures
for Manpower Development and Training

196768 1968-69 19659-70

Appropriation - $800,000 $800,000 $800,000
Bxpenditures 687,633 644,046 831,042
Balance $112,367 ' $165,055 $468,958

The table shows that the need for state matching expenditures for
the Manpower Development and Training Aect has decreased in the
three-year period analyzed and that the full General Fund appropria-
tion for this program has never been expended. In the three-year
period indicated in the table, state matching expenditures for the
Manpower Development and Training Aet have averaged $554,540,
well below the appropriation levels. We believe the General Fund
portion could be reduced by $250,000 (from $800,000 to $550,000)
without reducing the services provided by this program since the
need for state matching has decreased.

Summer Vocationel Educeiion Programs. Chapter 1171, Statutes
of 1968 (SB 840) directed the Depariment of Education to develop
and implement in poverty areas an experimental summer vocational
education program to include both exploratory occupational education
and an opportunity for paid employment. The program was renewed
by the Legislature in both 1969 and 1970. In last year’s Analysis we
recommended that the Department of Edueation be directed fo con-
duct a followup study of the special summer work program to de-
termine (1) the mumber of projeet graduates who substantially en-
rolled in technical voeational programs in the regular school year,.

767



Education Items 262-278

Anstruction for Educationally Disadvantaged Students~—~Continued

{2) the impact of the project on the subsequent school attendanee of
the project graduates, -(3) the impaet of the projeet on the subse-
quent scholastic records of the project graduates and (4) the extent
to which the participating schools have extended work experience
programs. This recommendation was incorporated in the supplementary
report of the Conference Committee on the Budget. Consistent with
the directive of the conference committee, the department issued a
report entitled An Evaluation of 1970 Summer Work Study Programs.
The report fails to provide the statistical information requested neces-
sary for an evaluation of the program. It merely evaluates the pro-
gram in terms of opinions expressed by some program participants. The
report makes no effort to correlate student participation in the pro-
gram with subsequent enrollment in technical vocational programs in
the regular school year or with subsequent changes in pupil attend-
ance or scholastic achievement in the regular sehool year. For example,
we requested that the report provide statisties on the number of stu-
dents in the summer program who subsequently. enrolled in technieal
voeational programs during the school year. In response to this request
the department’s report states: ‘“‘In the most recent survey 78 per-
cent of the students planned to take more vocational training. .. .”’
However, the report does not indicate whether or not these students
did in faet enroll in vocational training programs in the school year.
‘We also requested that the report indicate the extent to which partici-
pating distriets extended their work experience programs in the regu-
Tar school year subsequent to the summer program. The department’s
report does not provide this information but recommends that the
program be made a part of the participating distriets’ ongoing educa-
tion programs because ‘‘The program has been tried for three years
and has been met with enthusiasm each year.”” We do not believe this
report provides the Legislature with the information necessary to de-
termine the effectiveness of the summer work study program.

B. Migrant Education ‘

This eomponent administered by the Office of Compensatory Edueca-
tion’s Bureau of Community Serviees is designed to provide services
to approximately 80,000 children of migrant agrieultura} workers in
200 school districts. Table 30 reviews expenditures for this component
for both support and local assistance.

Table 30
, Migrant Education

Actual Estimated Proposed

Support 1969-70 1970-71 112
School Building Aid Fund. .. $11.327 $19,065 $19,100
Federal funds e 282,208 386,19§ 401,403
Reimbursements e 60,548 144,055 159,231
Local Assistance : _
OF?aderisluiunds 6,462,989 8,309,150 8,501,500
Reimbursements we——mmeemwme———— B53,467 1,320,950 1,686,000
Total $7,370,628 ~  $8,269,416 _$10,767,234
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The budget supplement states: that the objective of this element in
1971-72 will be to provide educational programs. for 40,000 migrant

children which will insure at least one month’s progress for the equwa—_

lent period of mstruetlon

€. Preschool Educat:on

There exists in California a 1arge variety of compensatory education
programs which provide child care and instruction to educationally.
disadvantaged students. The major programs are discussed below,

1. State Preschool Progrem. In 1965 the Legislature instructed.

the State Department of Social Welfare to contract with the State
Department of Education to provide welfare funding to a statewide
system of preschool programs for three-to-five-year-old children f_rom
low-income families. This legislation provided that all programs must
foHow guidelines developed by the Department of Eduecation which

expressly identify (1) children to be serviced, (2) program standards,-

and {3) program emphasis and related requirements.

"2, Children’s Centers. The Children’s Cenfers program is a long
established system of day care for .the childrer of working parents
supported through a combination of budgetary appropriations and pa-
rental fees. In 1965 the Legislature added an educational component to
the program in order to upgrade the program beyond the level of
supervision and to emphasize the partieipation of families' which
might become dependent on welfare programs.

3. Title I ESEA Preschool Program. The Elementary and Second-
ary Edueation Aet of 1965 (Title I) authorizes school districts to in-
ciude in the application for federal compensatory education support
specialized preschool programs.

4, Migrant Day Care and Preschool Programs. Under agreement
similar to that which supports the state preschool program, a specialized
preschool program is- provided for the children of’ migrant farm
workers who reside in public labor camps.

5. Head Start. The federal government authorlzes this program as
part of the Beonomic Opportunity Act. However, there is no direet
state responsibility in the implementation of the program since. the

:Office of Economie Opportunity works directly through community

Action agencies.
Table 31 summarizes partlclpatmn in these prOgrams in 1969-70,

Table 31
Program Partlctpatlon 1869-70

i Pupils

1. State Preschool Program __. - 14,694
2. Children’s Centers __. . 18,700
8. Title I. ESEA Preschool Program . _ 9,317
4. Migrant Day Care and Preschool i - 4,500
- 5, Head Start —_ y 20,737
Total ___. ——— 67048
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Instruction for Educationally Disadvantaged Students—Continued
Table 32 reviews expenditures by source for each of these programs.
State Preschool and Children's Centers

Item 274 of the Budget Act appropriates c[519 750 OOO for children’s
centers, Table 33 indicates the components of this appropriation,

. Table 32
Expenditures by Source 1969-70 (estimated)
Federal State Locul Fees Tolal

1. State Preschool’

Program _________ $11,826,135 $3,942,045 — 815,768,180
2. Children’s Cenfers 10,484,887 8,788, 000 $7,867, 620 $4,719,367 31,809,874
3, Title I HSEA

Preschool Program 8,609,407 - - = 8,609,407
4, Migrant i ' :

Day Care ._______ 765,430 209,146 - - 974,576
5. Head Start ______ 23,814,824 - 6,501,831 - 30,316,655

Totals e $50,450,683 $12,039,191 $14,399,451 34,719,367 $82,388,692
: Table 33

Components of Children’s Centers Appropriation (1tem 274)
Tdentification by :
Program Number . Purpose Component
Program ITI Apportionment to districts for Development Centers __  $4,500,000
Program II Apportionment to distriets for Children’s Center

Programs — $6,127,666
Program II Transfer to Department of Social Welfare for state
: matching requirement for federal support of Children’s

Center Pregram __________________ . $5,000,000

Program II Transfer to Department of Soeial Welfare for state '
‘ matehing requirement for federal support for State

Preschool Program ___. _ - $4,122,334
Total .. $19,750,000

In 1967 Congress enacted a series of far-reaching amendments to
the Social Security Act which had implications for the state preschool
programs. The most significant aspect of the federal action was 1o
make possible large scale day care as a social service under the welfare
system. The expanded authorization resulted from the addition of
““past and potential’’ welfare recipients to those eligible for soeial
services under Aid to Families with Dependent Children. This resulted
in federal support on a 75/25 federal-state matching hasis for the pro-
vision of day care service to all residents of low-income neighborhoods.

To be eligible for such support, the state preschool programs are re-
quired to conform to the federal interagency day care requirements
which set forth standards for programs., The state supported program
which most elosely eonformed to these provisions was the Children’s
Centers Program and therefore it was antieipated that additional fed-
eral funds would be available for provision of this service. However,
confusion resulted as to the extent to which the state would participate
jn this expanded authorization.

In order to clarily the state’s desire to maximize the use of federal
funds, the Legislature at its 1970 session, adopted Chapter 1619, Stat-
utes of 1970 (AB 750) which was de31g11ed to improve eoordmatmn of
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existing state preschool and children’s centers- programs and. maximize
the use of federal funds through the centralization of administration in
the Department of Education.

We recommend that the State Department of Social Welfare be
directed to use the same procedures 1o certify potential welfare reecipi-
gnts for participation in the State Preschool Program as are used in,
the Children’s Centers Program. In order to partiecipate as a poten:.
tial welfare reeipient in the social welfare programs provided under
the Children’s Centers Program and the State Preschool Program, chil-.
dren require a certification of eligibility from the county welfare de-
partment. Currently, however, the certification procedures used to iden-
tify potential welfare recipients for participation in the Children’s.
Center Program differ from those of the State Preschool Program.
Under-the Children’s Center Program potential welfare recipients are
certified either on an individual basis or on the basis of residence in a
target ares, i.e, a low-income Human Resources Development, Model
Cities, or ESEA Title I target area. Under the State Preschool Pro-
gram, certification is made only on an individual case review. The in-
dividual certification process is more costly and time eonsuming than
the target area approach, We believe that administrative savings would
result if the State Department of Social Welfare were to use the target
area approach, where applicable (i.e., in dense urban areas), for certi-
fying potential welfare recipients for the State Preschool Program, We
believe also that better coordination between all presehool programs
would result, as was intended by the Legislature in Chapter 1619, Stat-
utes of 1970 (AB 750).

Children's Centers

This component represents the Department of Education’s functions
regarding the State Preschool and Children’s Centers Programs which
operate in California. Support to these programs is summarized in
Table 34. Table 34

Praschooi Education Support
Actual Estimated  Proposed

State Operations 186970 187011 197172
General Fund -=.  §30,000 $19,018:
Federal funds $18,662 61,183 63,785
Reimbursements ——— 217,885 482,878 545,056

Local Assistance ’

General Fund - 9,372,026 11,743,277 10,627,666
Reimbursements - 22,142,658 39,008,000 27,386,000
Total - - $31,751,230 $51,320,338 $38,0821,526

The proposed General Fund state operations expenditure of $19,018
is for one school administration eonsultant’s position which was trans-
ferred from the Division of Sehool Adminisiration and Finance to the
Division of Compensatory Education under Chapter 1619, Statuies of
1970 (AB 750).

We recommend that legislation be enacted to fund any deficit which
may occur in the Children’s Center Program in fiscal year 1970-71 as o
result of the $4 mallzon reduction which was made in the Children’s
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Centers item in the Budget Act of 1970 when information on the level
-of that deficit is availoble. A potential funding problem exists relative
to the Children’s Centers Program. The budget for the current fiseal
year contained an original appropriation of $14,889,712 for the Chil-
dren’s Centers Program. However, it was anticipated that this level of
state funding would not be necessary due to the availability of federal
funds for this program under the Social Security Aect of 1967 and the
Legislature therefore reduced the (leneral Fund appropriation for the
Children’s Centers Program by $4 million. Subsequent to this action,
Chapter 1620, Statutes of 1970 (AB 1651) was enacted which inereased
the level of state support for the Children’s Centers Program from
$0.42 per child-hour to $0.52 per child-hour without corresponding fund-
ing. Although original estimates indicated that the program eould be
fully funded at the lower level, the Department of Education indicates
that the combined impaet of the $4 million budget reduetion and the
$0.10 increase in- program support from $0.42 to $0.52 per child-hour
-may cause a deficit of approximately $900,000 in state support or ap-
proximately $4 million in total program support. It is important to note
.that these estimates are only preliminary and that there is insufficient
evidence available to determine whether, in fact, a deficit will oceur,
The Department of Education is taking administrative action to reduce
the potential deficit. Further, it is important to note that special author.
ization exists in the statutes to deal with such occurrences in the chil-
dren’s centers budget. Education Code Section 16622 states: “‘If dur-
ing any fiscal year there is apportioned to the ‘children’s center fund’
. less than the amount to which the fund was entitled, the Superin-
tendent of Publie Instruction during the next or any succeeding fiscal
year shall . . . add to the apportionment during sueh next or succeeding
fiscal year the amount of such . . . deficiency.”” We believe that if a
deficit does occur in the Children’s Centers Program in 1970-71, a
speeial appropriation should be made to cover this deficieney so that the
program level proposed for the budget year can be maintained.

Program No. lil
INSTRUCTION FOR SPECIAL EDUCATION STUDENTS
Vol IV p. 20 Budget p. 256

Requested 1971-72 o . $21,792,748
Bstimated 1970-T1 oo~ 21,636,764
Actual 1969-70 _.____ 16,612,501
Requested inerease $155,984 (0.7 percent)
Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS . page

1. Exceptional Children. Recommend all public agencies 775
which provide servieces to exceptional chlldren submit plans for
systematic identification. .
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Analysis
page

2. 8chools for Deaf. Recommend proposal on feasibility of 781
fequiring deaf to attend programs in counties of residence if
available.

3. Schools for Deaf. Recommend review of admissions proce- 781
dures to insure compliance with above plan.

4. Dmgnostm Schools for Neurolovmally Handicapped. 784
Recommend’ report on Project ‘‘Followup.”’

The Instruetion for Special Education Students Program is composed
of those activities of the Department of Education and local subven-
tions which support programs for exceptional children. The target -
population ineludes all children who because of physical or mental
handicaps or exeeptional learning ecapacity require special assistance
beyond the regular school program. Special programs are provided for
the physically handicapped, eduecationally handicapped, mentally re-
tarded, multihandicapped, and the mentally gifted. Table 35 sum-
marizes support for this program by element.

The eomposition of program support is reviewed in Table 36 by
funding source and purpose.

State General Fund support to Instruction for Special Eduecation
students is approprlated through the Budget Act items summarized
in Table 37.

A. Handicapped Students
The State of California makes available to handicapped students a
wide range of services and programs including special day classes,
Table 35

Instruction for Special Education Students

Actual Hstimated  Proposed
1969-70 1870-71 197192

A, Handicapped students - _____ $7,066,852 §$11,826,799 $11,876,944
B. Meatally gifted minors ____________ 655,516 73,779 71,789
.C. Bpecial schools - 8,689,833 9,636,186 9,844,015

$16,612,501 $21,636,764 $21,792,748

Table 36 )
Funding by Sotirce for Instruction for Special Education Students

) Actual Bstimated Proposed

State operations 1969-70 199071 197172
General Fund $8,219,613  $9,224,857 $9,466,731
Federal funds 658,666 1,265,349 1,002,028
Reimbursements . 1,072,184 1,335,180 1,381,297

Subtotal - S
Local Assistance

$9,950,353 $11,825,305 $11,940,051

General Fund ____ 3,339,079 4,500,000 4,650,000
Federal funds 3,322,169 5,291,269 5,202,607
Subtotal - - —_— $6,662,148 $0,791,369  $9,852,697
TOTAL - - $16,612,501 $21,636,764 $21,792,748
General Fund e _________ 11,559,592 13,744,857 14,116,731
Federal funds .. 3,980,725 6,558,718 6,204,720
Reimbursements - ____.__. 1,072,184 1,335,180 1,381,297
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Instruction for Special Education Students—Continued
Table 37

Budget Act Appropriations for Support of Education of Special
Education Students _ N

Ttem ]

Support Purpose Amount
263 General activities Department of Edueation oo ___ $743,586
266 Special schools — 8,723,146

Local Assistance .

274 Development centers . 4,500,000
2756 Grants to teachers of physically handleapped children —oe ~ 150,000
Total : $14,116,731

_ Table 38 :
Enroliment in Programs for Handicapped Minors—1969~70 (estimated)
Physieally handicapped

______ ) 211,104

Mentailly retarded _— 67,101
Educationally handicapped : 45,771
Development centers 1,370
Total : _ 326,346

Table 39
Support for- Handicapped Students

: . Actual Hstimeted  Hstimoled
State Operations 1969-70 1970-71 197172

Genera] Fund - - $646,148 $658,797 $671,797

Federal funds _.._ ; 058,656 1,265,349 1,092,023

Reimbursements - 211,284 260,427
Local Assistance

General Fund 3,839,979 4,500,000 4,650,000

Federal funds . 3,322,169 5,201,368 5,202,697
Total . §7,066,852 $11,926,709 811,876,944

supplemental services, remedial instruection, home and hospital instrue-
tion, development centers, learning disability grouping, and experi-
mental programs.

General Activities. The Division of Special Edueation of the Depart-
ment of Bdueation is responsible for the state level administration of
special education programs, Table 88 presents the total number of
students enrolled in speeial education programs in 1969-70.

" The proposed funding of the handicapped students element of the
special education program is presented m Table 39. The budget pro-
poses a General Fund support appropriation of $671,797 for the ad-
ministrative activities of the Division of Speeial Education. The budget
proposes a reduction of 1 consultant position and 0.5 steno positions
in the Division of Special Education.

Development Centers. The budget also contains a proposed local as-
sistance appropriation of $4,500,000 for development centers.

Chapter 1248, Statutes of 1965 established the development center
program for handicapped minors to provide day care and treatment
for children who -are not able to attend public school programs due to .
severe mental retardation or physical impairment, This program is
designed to provide competent services to these childven to permit par-
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ents to engage in work and reduce the demand for institutional place-

ment. The financing of this program, as modified by Chapter.1538;;

Statutes of 1967, is based on $1.75 per attendance hour plus transpor-.
tation allowances of $675 per unit of average daily attendance. Cur-.

rently 52 development centers are operating programs,

Grants to Teachers of Physically Hundicopped Children. Chapter -

2107, Statutes of 1963, established a program of grants fo encourage

teachers of the mentally retarded and physically handicapped to further -
their-professional education. The program authorizes eounty superin-

tendents of sehools and school distriets to enter into an agreement with

certificated teachers to take postgraduate courses leading to a special -
education eredential. Grants are made on the basis of $50 per unit of -

college credit for tuition, materials and other expenses for five years .

or until the course of study is completed, The Superintendent of Pub-
lie Instruction is required to reimburse participating districts from
~ funds appropriated to the Department of Edueation. In the summer

of 1970 a total of 839 teachers submatted_ acceptable applications for -

this program.

Multihandicapped Survey

We recommend that the Depm'tment of Educalion cmd the other
public agencies which provide services to exceptional children, includ-
ing the Department of Mental Hygiene and the Department af Pyblic
Health, be directed to prepare and submit to the Joint Legislative
Budgefi Commiltee by November 1, 1971, @ plen for the systematic
identification and reporting of excevtional children.

The Supplementary Report of the Conference Committee directed
the Department of Education to submit 1o the Joint Legislative Budget

Committee a study of the composition and distribution of the multi- .

handieapped minor population in the state. Consistent with this diree-
tive, the Department of Education condueted through the county super-
intendents of schools a survey to determine the known and estimated
number of multihandicapped minors, their major handicap, and their

enrollment status. Table 40 identifies the number of known and esti-.

mated multihandicapped minors by major handieap and school enroll-
ment status reported in the department’s survey. The number of handi-
capped minors who are reported in the table as ‘‘known’’ was
determined from actual records maintained by school districts and the
county superintendents of schools, The number of handicapped minors
who are reported as ‘‘estimated’’ was determined by the county super-
intendents from numerous public and private ageneies, including the
county welfave departments and the Easter Seal Society.

Table 41 compares the number of known and estimated mu1t1hand1-
capped minors enrolled in schools as reported in the department’s sur-
vey.

Three major problems exist relative to the multihandicapped survey
of the Department of Education. First, the Department of Education
indicates that » number of reporting errors were made by the county

superintendents of schools. Some counties, for example, reported in the.
survey their total special eduecation population rather than just their.
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Multihondicepped
Deaf

Table 40

Number of Known and Estimated Multuhandlcapped Mmors by Major Handrcap

Blind

Deaf/blind -

Hducationally handieapped
BEducable mentally retarded
. Trainable mentally retarded
Severely hard of hearing
Moderately hard of hearing

Partinlly seeing

Orthopedic or other
Speech handicapped -

health 1mpa1red_.___

Totals

and School Enrallment Status in California

Kanown Fatimaeted
Known : Estimated

in— in—  Estimated

Total Kmmm approprigte Known not Tolal Estmaied eppropriate not
known ensolled enrollment  envolled estimated enrolled enrollment enrolled
764 619 88 145 199 84 34 115
401 .- 268 48 133 122 54 30 63
159 i) 29 . 80 169 30 17 139
2,096 1,814 115 282 2492 1,932 647 560
2,389 2118 119 271 1,124 722 205 . 402
8,108 2,251 372 852 1,405 569 162 836
527 . 444 42 83 . 181 101 55 80
238 165 C 52 73 395 262 60 133
463 397 22 66 234 141 42 93
2,716 2,003 - 361 - T13 646 310 100 336
831 . 394 141 137 2,164 1,671 220 593
593 450 - 134 143 . 394 921 63 203
13,980 11,002 1,523 2,978 9,425 5;867 1,635 3,558
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Table 41

Comparlann of Number of Known and Estimated Multlhandlcapped Minors
Enrolled in School in California

Enrolled Not enrolled

_ in school in school Total

Knownl oo e 11,002 2,978 13,980
Bstimated . o __ 5,867 3,558 9,425
Tottl e 17,869 6,530 23,405

multihandicapped population. Second, there is no way to determine the.

aceuracy of the estimated number of multlhandlcapped minors reported
in this survey. A particular problem exists relative to the number of
estimated multihandicapped minors who are reported in the survey to
be enrolled in scheol. Under Education Cede Section 885.9 the county
superintendents of schools are responsible to ensure that every handi-
capped minor in the school district territory under their jurisdietion is
afforded the opportunity to participate in an appropriate program. The
eounty superintendents are further required to maintain a reeord both
of every handicapped minor enrolled in a special program and every
handicapped minor who applies for a program but is denied admission.
Under Chapter 8.2 of the Education Code, financial assistance is pro-
vided with the approval of the county superintendents of schools to
handicapped minors for whom no appropriate programs are operafed
by local sechool distriets, county superintendents of schools or the State
of Califorpia. If the county superintendents of schools are fulfilling
their legal responsibilities regarding handicapped minors we do not
believe it is possible for 5,867 multihandieapped minors to be enrolled
in sehool but unknown i¢ the county superintendents of schools as is
reported in the multihandicapped survey.

" The third problem we find with the survey is that it contains a num-
ber of tabulation errors. Because of these problems we do not believe
that the multihandicapped survey of the Department of Edueation
prov1des an accurate deseription of the multihandicapped population
in California. We believe that the multihandicapped survey of the
Department of Education indicates the need for a more accurate re-
porting system for exeeptional children. We do not believe the current
reporting system provides the necessary data for the Legislature to use
in planning or evaluating programs for exceptional children.

Special Education Research. Chapter 1141, Statutes of 1970 (3B
1099, Burgener) requires the Superintendent of Public Instruction to
withhold for research, program development and evaluation of special
education an amount equal to 0.0016 of the preceding year’s State School
Fund apportionnient for special education programs. Of the total, 75
percent is used to ecntraet for research in special education with Cali-
fornia universities operating a joint doctoral program in eooperation
with a state college. The remaining 25 percent is used by the Division
of Special Education to confraet for program development and evalu-
ation. A total of $224,685 is available for this program in the current
fiseal year. A Committeee on Special Eduecation has been established

under the provisions of Chapter 1141 and is currently reviewing re-

search proposals for possible funding,
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Instruction for Special Education Students—Continued
B. Gifted Minors

The State of California makes available certain services to mentally
gifted children whose needs cannot be fully met in the regular class-
room, The Division of Special Education is responsible for the state
level administration of programs for the mentally gifted. Table 42 pre-
sents the proposed funding of the mentally gifted element of the special
eduecation program.

Table 42
Support for Mentally Gifted Minors .
Actual Estimated BEstimated
Support ' 196970 1976-71 197 1-72
General Fund _______________ $55,816 o §T3ITO $71,789
L. Special Schools -

The State of California operates five special schools to provide serv-
ices to handicapped minors who because of either their residence in
- a sparsely populated area or the severity of their handicap do not
have available adequate local speecial education services. These five
sehools are: (1) California School for the Deaf, Berkeley, (2) Cali-
fornia School for the Deaf, Riverside, (3) Diagnostie School for
Neurologically Handicapped Children, San Francisco, (4) Diagnostic
School for Neurologicaily Handicapped Children, Los Angeles, and
(56) California School for the Blind, Berkeley. Al five residential
schools are operated by the Division of Special Edueation, Department
of Education. The proposed funding of the special schools element of
the Special Education Program is presented in Table 43. The budget
request for the special schools includes two new positions: a night
watechman for the San Franciseco Diagnostic School for Neurologically
Handicapped ($5,760), and a skilled laborer for the California School
for the Deaf, Berkeley ($7,812).

Table 43
Support for Special Schools
Actual Estimated Proposed
State Operations 1969-70 1970-71 19172 .
General Pund o _ $7,517,649 $8,512,281 $8,723,1456
Federal funds and reimbursements 1,072,184 1,123,905 1,120,870
) 8,580,838 $9,636,136 $9,844,015

Table 44 compares for each school the proposed expenditures for
fiscal year 1970-71 with the proposed expenditures for 1971-72.

California Schools for the Deaf, Berkeley and Riverside )
The cbjective of the California Schools for the Deaf is to provide a
program of elementary and secondary education with residential care
to deaf and multihandicapped deaf children for whom no appropriate
local services are available. It is estimated that in 1971-72 the enroll-
ment at Berkeley will be 496 and that the enrollment at Riverside will
‘be 600, - ‘
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Table 44 _
Proposed Expenditures for California Special Schools
1970-71 (est.) 197192 fest.}

Fedf:ral Funds and ‘ Federal funds and
State reimbursements Total State reimbursements

Special Schools
California School for the .
Deaf—Berkeley _____ $2,560,148 $390,885 $2,951,033 $2,641,305 -$392,641
California School for the
Deaf—Riverside ____ 3,227,673 331,460 3,559,133 3,289,738 337,244
California School for . :
Neurologically Handi-
eapped Children—=San C )
Franeisco ... ___ 779,572 121,162 900,734 797,533 115,060
California School for ‘
Neurologieally Handi- _
eapped Children—NY.os
Angeles ___________. 734,223 108,723 842,946 754,997 101,430
California School for the )
' Blind—Berkeley ____ 1,210,665 171,676 1,382,240 1,239,072 174,675
Totals . ______ $8,512281 $1,123,905 $9:636,186 $8,7123,146 $1,120,870

‘Total

$3,034,266
3,628,982

014,598

856,427
1,413,747

.$9,344,015
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[nstruction for Special Education Students—Continued
Structure of the Program

There are four major elements in the operation of the California
Schools for the Deaf. These are (1) educational program, (2) dlagnos-
tie services, (8) special projects, and (4) residential program.

(1) Educatwnal Progmm Children between the ages 5% and 20
whose hearing loss is of such a severity that they cannot get along in
the regular programs of the public schools or in a program for hard-of-
hearing children are eligible for enrollment. The education program at
both schools is divided into five departments with a special unit for
the multihandicapped deaf at the Riverside school.

a. The lower school, for children aged 53 through 8, provides assist-
ance in the development of communication skills through auditory
training, lipreading, and speech training.

b. Elementary school, grades 14, continnes emphasis on language
development concepts. Manual fingerspelling is used to supplement
speech, speech reading and amplification.

¢. Junior high school, grades 5-8, uses the simultaneous method of
instruction consisting of oral communieation supplemented by manual
fingerspelling.

d. High school, grades 9-12, uses the means of learning a communi-
cation taught prevmusly to pursue regular academic studies. A college
preparatory program is also offered.

e. Vocational department, grades 7-12, provides prevocational and
vocational instruction in various trades.

f. A Multihandieapped Deaf Tnit was established the last fiseal year
at the Riverside School, providing a comprehensive diagnostie, educa-
tional, and residential program.

We recommended in last year’s analysis that the multihandicapped
deaf unit-inelude in its enrollment a eross section of multihandicapped
deaf and that the Department of Education submit to the Joint Legis-
lative Budget Committee an evaluation of the first year’s operation of
the multihandieapped deaf unit, This recommendation was inecorporated
in the supplementary report of the Conference Committee, and the
Department of Education submitted a report on the multihandieapped
deaf unit as required. :

The report indieates that in the first year of operation the multihan-
dicapped unit served 16 boys and 14 glrls although the girls were not
admitted to the program until May 11, 1970 because adequate residen-
tial facilities were not available prior to that date. Test scores and
other data in the report indicate that the children enrolled in the pro-
gram progressed academically as well as behaviorally. However, con-
trary to our recommendation, the e¢hildren enrolled in the program did
not represent a c¢ross-section of the multihandicapped deaf but rather
represented only. those multihandicapped deaf children who are also
either mentally retarded or emotionally disturbed. Current enrollment
statisties in Table 45 indieate that the program will serve children with
a broader range of handieaps in the present year than were served in
the past year. Since state apportionments are available to local distriets
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to operate programs for the multihandicapped, we believe the multi-
handicapped residential unit should serve only those severe cases Whleh
cannot effectively-be served in local programs,

Table 45
Current Enrollinent Composition of Riverside Multihandicapped Unit
Deafness plus 1 handicap _. - 31 .
Deafness plug 2 handicaps e e e e e e e e 24
Deafness plus 3 handicaps e &
Total - _. 59

2. Diagnostic Services. Diagnostic Services is a program for testing
students at the two schools to determine the degree and type of hearing
loss. Social-adjustment services are also provided for emotionally dis-
turbed deaf children so that they can adapt to-their new setting. In
addition, their parents receive eounseling and guidance in order that
they may be able to understand the problems that arise in the home
environment.

3. Special Projects. ‘There are three major project activities during
the current year:

a. A preschool project for 40 preschool deaf chlldren and thelr par-
ents during the summer at the Berkeley school. This-is an ongoing state
supported program.

b. ESEA Title I projeets eonsmt of the following: (1) Visual Edu-
cation Media Center (Berkeley and Riverside), furnishing educational
film for deaf students; (2) six-week summer sehool (Riverside),
emphasizing intensive edueational and vocational training programs for
approximately 100 high school students af each school; (3) Instrue-
tional Improvement Programs for Preschool Children (Berkeley and
Riverside), instructing preschool children and their parents in the
development of communication skills and techniques; and (4) Con-
tinuation Program to enable selected deaf students who have dropped
out of school to eontinue their education at home,

¢. Federal Vocational Education Act provides funds on a matching
basis for various voeational projects at Berkeley and Riverside.

4. Residential Program. A comprehensive residential program is
-provided at both the Berkeley and Riverside facilities. It can aceom-
modate 449 at Berkeley and 530 at Riverside. The majority of the stu-
dents participating in the edueational program are housed on campus.

We recommend that the Department of Educaiion be insirucied to
submit to the Joint Legislative Budget Committee by November 1, 1971,
a proposal on the feasibility of requiring all normal deaf students cur-
rently enrolled in the California Schools for the Deaf who reside in
counties where programs for the deaf are operated by erther local school
districts or the county superintendents of schools to atiend programs
wn their county of residence,

We further recommend that the Department of Educatwn review the
procedures for admission to the Celifornia Special Schools fo insure that
students admitted are in fact unable fo recetve adequate services in a
loeal program because of either their place of residence or severity of
handicap. Table 46 identifies the enrollment in the program for the
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Instruction for Special Education Students—Continued
Table 46 o
Enrollment in California School for the Deaf, Riverside, by County Residence

Programs for deaf currently .
operated by

County Local

County of residence Hnrollment superintendeni distriots
Imperial - 6 Yes No
Inyo ——— 1 No No
Los Angeles _— 200 Yes Yes
Orange .- 49 No Yes
Riverside - . 129 Yes Yes
Son Bernardino - - 65 Yes Yes
San Diego . b2 Yes No
Santa Barbara 12 No Yes
Ventura 8 Yes No

Total 542

normal deaf at the California Sehool for the Deaf, Riverside, by county
of residence and indicates whether programs for the deaf are currently
being operated in those counties by either loeal districts or the county
superintendents of schools.

The data in the table indicate that the majority of students enrolled
at the California School for the Deaf, Riverside, reside in urban eoun-
ties. Programs for the deaf are operated in eight of the nine counties
listed. These statisties lead us to. gquestion whether the California School
for the Deaf, Riverside is serving students in accordance with the pro-
gram deqcnpt:on on page 24 of the Governor’s Budget which states
that the special schools are to serve students who do not have available
speciul services because of their residence in a sparsely populated area
or the severity of their handicap. Table 46 indicates that only one stu-
dent at the,Sehool for the Deaf, Riverside, resides in a county where a
program for the deaf is not operated. We believe that admission to the
special schools should be restricted to the severely handicapped who
can benefit only from a residential program and that the normal deaf
should be served in loeal programs where available. - -
DlagnOstuc Schools for Neurolegically Handicapped Children,

San Francisco and Los Angeles

The objectives of the Diagnostic Schools for Neurologmally Handi-
capped Children are to (1) diagnoese individual orthopediec and neuro-
logical disorders and preseribe an appropriate educational and medical
placement, (2) provide a program of education and treatment to chil-
dren for whom no loecal program is available, and (3) serve as a
resource facility and demonstration lgbeoratory for the training of
teachers, therapists and other professional personnel in the treatment
of neurologwally handicapped children, It is estimated that in 1971-72
the enrollment at the San Francisco School will be 320 and the enroll-
ment at the Los Angeles School will be 280.

Structure of the Program

There are four prineipal eomponents to the operation of each of the
Diagnostic Scheols for.. Neurologically Handicapped Children: (1)
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" ghort-term diagnostic program, {2) long-term education and treatment
program, (3) professional personnel training, and (4) special projects.
{1) Short-Term Dicgnostic Program. At each school an extensive
program of medical and educational diagnosis is provided to neurologi-
cally handica_pped residents of California between the ages of 3 and
21 years. All children accepted for diagnostie study must be reviewed
by the Admissions and Discharge Committees. A child is usually re-
ferred to one of the diagnostic schools by his local school district, a
public health authority, or a private physieian because previous at-
tempts at determining the child’s disorders have heen inconclusive.

The diagnostic evaluation usually requires from two to five days de-
pending on the complexify 'of the individual case. Approximately six
children are evaluated weekly at each school under this program. One
or both parents must be present during the evaluation period. As part
of the diagnostie program, the child is examined by a pediatrician, a
psychologist, 'a psychiatrie social worker and other professional per-
sonnel, who prescribe the educational and medical program which will
allow the child to develop to the fullest extent of his capabilities. In-
structional recommendations made by the diagnostic schools are for-
warded to the child’s school district. )

TUpon completion of the short-term diagnoesis, the child is either re:
ferred to a special education program in his home community, referred
fo an appropriate public or private agency for further serviees, or
enrolled in the school’s long-term educational program as a remdenhal
or day student.

(2) Long- Term Education and Treatment Program. Children who
eannot receive appropriate services for their condition are accepted for
education and training in the residential program. The residential pro-
gram is limited to 36 students at the northern school and 32 at the
southern. The period of enrollment normally ranges from 3 months to
a4 maximum of 9 months depending upon the specific needs and ree-
ommendations for the child. Special facilities and personnel at each
loeation provide oceupational, physical and speech therapy which can
be individually suited to the needs of a particular child.

Classes available include those for children whose primary diagnoses
are aphasia (inability to understand the spoken or written language)
and/or dyslexia (incapacity to read understandingly) or variations
thereof. Classes are also provided for children whose primary diag-
nosis is cerebral palsy and who require more intensive therapy than
can be provided in the local community,

(3) Professional Personnel Tradning. Both schools serve as resource
and demonstration centers for students, teachers, physicians and other
professionals studying the special education of neurologically handi-
capped children. Classes in special education are conducted by San
Franeisco State College and Los Angeles State College on the campus
of each facility. The schools also receive assistance on & part-time bas1s-
from students and teachers studying at other mearby colleges and uni-
versmes
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Instruction for Special Education Students—Continued -

(4) Special Projects. There are presently four research and devel-
opment projects for neurologically handleapped children being con-
ducted at the two schools.

a. ESEA Title I Projects. An Eduecational Preserlptlon Program
funded with both state and federal funds for the purpose of identify-
ing language -learning disabilities among neurclogically handleapped
children is being administered at both sehools. This project is designed
as a remediation program to change the children’s learning behavior.
Suecessful re_mediation techniques are provided to teachers in public
schools serving children with similarly complicated learning disorders.
A reading laboratory for strengthening the reading skills of pupils
enrolled at the northern school is also funded under Title I.

b. ESEA Title T Deaf-Blind Diagnostic Project. This projeet pro-
vides federal and state funds to examine and recommend placement
for deaf-blind children who were products of maternal rubella during
pregnancy. They are children who are multihandicapped and whose
major physiological deficit is sensory loss for hearing and vision. These
children are seen for a period of twe weeks at the schools, Thirty chil-
dren were examined the last school year and apprommately 100 are to
be seen this year.

c. BESEA Title VIB Followup Project. Both Diagnostic Schools
through an interagency agreement with the Department of Edueation
received this year a federal grant for a one-year project providing edu-
cational followup services for children who received short-term diagno-
sis at the school,

We recommend that the Department of E’ducatzon be instructed to
submit to the Joint Legislative Budget Commitiee by November 1, 1971,
a report on Project ““Followup’’ conducted af the dicgnosiic schoals
for the neuwrologically handicapped and funded under ESEA Title
VI-B. The objective of Project: ‘‘Followup’’ is to provide eduecational
followup services for children evaluated at the diagnostic schools to
determine whether or not school distriets did in fact implement the
recommendations made by diagnostic schools and, secondly, whether
the findings did in faet help the long-range educational planning for
the children evaluated. We feel that a continuous followup study of
this nature providing feedback for better utilization of staff and facili-
ties is necessary for measuring the overall effectiveness of a program,
We believe the results of such a followup study should be reported by
the Department of Education to assist the Legislature in evaluatmg
the effectiveness of the diagnostic schools.

d. ESEA Title VI-C Deaf-Blind Oenter Project. This projeet pro-
vides funds for a classroom teacher, teacher aides, and operating
expenses for a demonstration elass of three deaf-blind children.

California School for the Blind, Berkeley

The objective of the California School for the Blind is to offer com-
prehensive educational, residential and auxiliary services to blind, deaf-
blind and multihandieapped blind children in California for whom no
appropriate local services are available. It is estimated that the 1971-72
enrollment at the California School for the Blind will be 142,

784



Ttems 262-278 _ Education

Structure of the Program :

The School for the Blind operates in three major capacities: (1) edu-
cational program, (2) special federal projects, and (3) residential
program. : : ‘ : ‘

(1) Educationel Program. The school offers classes from kindergar-
ten through tie ninth grade. The course of study is similar to that
offered in public schools with the addition of speecial eguipment and
instruction technigues required in the education of the blind, Those
pursuing a secondary education attend. regular classes at Oakland
Technical High School and receive reader service and study guidanee
in the evening at the Blind Sehool. ‘ .

Over the years .the number of ‘‘normal blind’’ students at the
School for the Blind has decreased while the number of multihandi-
capped blind students has increased. Table 47 reviews the number of
individual handicaps diagnosed in.a recent study of enrolees in the
education program at the School for the Blind. In addition to blind-
ness, other handicaps include emotional disturbance, deafness, mental
retardation, cerebral palsy, ete.

Table 47
Classification of Handicapped Enrollments
Blindness only —e.——. . - 5
Blindness plus 1 handicap : . 35
Blindness plus 2 handicaps____ - - 59
Blindness plus 8 handicaps.__ . 33
Blindness plus 4 handicaps - 6
Total _ ' - 138

We recommended in last vear’s Analysis that the Department of
Edueation study the feasibility of requiring that all blind children,
while residing at the residential school, attend the local publie school
program for the visnally handicapped for a possible savings to the
General Fund of $2,000 per pupil. This recommendation was incor-
porated in the supplementary report of the Conference Committee-and
the Department of Education submitted a report to the Joint Legisla-
tive Budget Committee as required. This report concludes that it is
feasible to require the enrollment of all normal blind high school stu-
dents who reside at the residential school in a local publie school pro-
gram but that it is not feasible to require the enrollment of all normal
blind elementary students who reside at the residential school in a loeal
public sehool program sinee some elementary students are not capable
of coping with the program of instruection offered in a regular public
school program. We contur with the conclusions of this report. The
enrollment study in Table 47 indicates that there are at present only
five normal blind students in residence at the Sehool for the Blind.
The School for the Blind reports that three of these five normal blind
students are enrolled in regular publie school programs, The two stu-
dents who are not enrolled in public school programs are unable to
cope with regular programs because they are behind grade level in
their eduecational achievement, The required placement of these students
in a regular public school program would not result in a significant
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Instruction for Special Education Students—Continued

savings for the state and would not benefit the students, Thus, we
believe that the placement of these students in a local publie sehool
program should not be required but should be a.t the dzseretlon of the
School for the Blind.

(2) Special Federal Progects There are three prOJeets currently

being administered by the School for the Blind.

a. ESEA Title I Projects. The sehool employs a social worker re-
sponsible for establishing contaet with the student’s parents tfo
secure information regarding home and family that will assist in
counseling. Home counseling services are also available to pre-

- séhool blind children. Another project will be a one-week insti-
tute during the summer for the parents of preschool children,
The school has been allocated $35,675 for this current year and
anticipates $35,675 in the budget year. '

b. Deaf-Blind Center. The School for the Blind has received $35,000

© in BSEA Title VI-C funds to establish a Deaf-Blind Center for
Southwestern United States to serve the States of California,
Arizona, Hawaii, and Nevada. Of the reportedly 275 deaf-blind
children residing in these four states, approximately 240 are in
California. This year services under this experimental project will
be provided to three deaf-blind children.

(8) Restdential Prograem. The school provides residential facilities
tor students enrolled in the educational program and those students
attending regular day classes in the publie schools.

Program No. IV
INSTRUCTIONAL SUPPORT

. : Vol. IV .26 Budget p. 266
Requested 1971-72 . o . ____ $27,886,299 .
Estimated 1970-71 _____ —— , - 24,947,232
Actual 1969-70 _ 21,537,666

Requested Inerease $2,939,067 (11.8 Percent)
: Analyasis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS pege

1. School Approvals. Recommend lepislation to permit the 790
State Board of Education to set fees for approval of private
sehools whieh will support this funetion.

2. Teacher Oertlﬁeatmn and Credentials. Recommend special 791
* legislative review.

The Instructional Support Program of the Department of Edueation
is composed of a variety of activities of the Division of Instruction
which are generally deslgned to supplement and support the improve-
ment of instruction in California. The nine elements of this program
_are summarized in Table 48,
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A review of the instructional support funetions in terms of state
operations and local assistanee by funding souree is provided in Table
49, '

General Fund support to this program is composed of the revenue
from the levy of credential fees estimated to be $2,738,593 in 1971-72 .
plus the Budget Act appropriations in Table 50,

Table 48
Instructional Support Program Elements and Costs
Actual Hstimated Proposed
1969-70 187051 1971-12
A. Pupil personnel — $1,426,301  $1,634,300  $1,860,846
B. Audio-visual and school library —_..___ 4,870,891 5,107,838 - 8482637
. Innovation and research in elementary
and secondary edueationooo—____ 11,246,258 14,200,526 13,542,687
D. Reference service (past year only)..__ {78,986) - —
E. Bducational assessment and evaluation 146,824 185,034 199,840
F. Intergroup relations —occaomeee 206,888 286,176 345,497
G. Bchool approvals . 309,964 520,271 532,922
H. Teacher certification and credentials_.. 3,106,330 2,822,434 2,788,792
I. State Advisory Council on Vocational -
Eduweation oo 44210 100,644 124,128
Total - $21,537,660 $24,047,232 §$27,886,208
Takle 49
Funding by Source for Instructional Support Program
Actual,  Estimated Proposed
State Operations 196970 1970-71 197172
General Fund $4,010,286 $3,431,8617  $3,384,007
Federal funds e 1,661,217 2,214,908 2,179,625
Reimbursements . ceeomemeer— e 373,917 485,634 559,308
Hubtotal 6,035,420 $6,132,159  $6,123,010
Loeal Assistance :
General Fund 06,027 725,000 800,000
Federal funds --- 14,806,218 18,080,073 20,963,289
Subtotal $15,502,248 §$18,815,073 $21,763,28%
Total $21,557,666 $24,047,232  $27,886,200
General Fund — 4,706,313 4,166,617 4,184,007
Federal funds - 16,457,436 20,304,981 23,142,914
Reimbursements oo 873,917 485,634 559,308
Total - $21,537,866 $24,047,232 §$27,886,209
: Table B0 ‘
- Budget Act Appropriations for Instructional Support
‘Budget Act ‘
Item Neo. Purpose Amount
State Operations
263 General Activities Department of Education..aa--____ $478,284
266 National Defense Dducation 167,200
Local Assistance
Instruetional Television _ 800,000
$1,445,484
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Instructional Support—Continued R
) Table 61
Pupil Personnel Services

Actual Estimated Proposed

State Operations . 1969-70 197071 197142
General Fund . $78 474 - $67,446 $66,987
Federal funds 158415 - 241 988 284,224

Local Asgistance
Federal funds 7 1,188,412 1,324,875 1,568,635

Total . $1,426,301  $1,634,300  §1,860,846
Table 52

Audiovisizal and Schoo! Libraries
Actual Bstimated Proposed

‘Btate Operations 1969710 1970-11 197118
General Fund $167,640 $106,208 $105,899
Federal funds 171,980 174,398 - 251,920
Reimbursements _— 25,642 26,386

Local Assistance ’ :

General Fund 696,027 725,000 800,000
Federal funds 8,835,244 4,168,500 7,208,432

A. Pupil Personnel

This element includes the department’s consulting activities con-
ducted by the Bureau of Pupil Personnel Services related to school
distriet counseling, psychological services and social work. Table 51
shows the budgeted support for this element,

Ob,]ectnres for the budget year indicate a general continuance of
existing servmes

B. Audiovisual and School Library

This element includes the activities of the Bureau of Audiovisual
and School Library Edueation. This unit provides assistance to local
edueation ageneies in the use of instruetional media and supervises
support to public school libraries under Title IL. Table 52 reviews sup-
port to this element,

The budget supplement 1ndlca.tes that this element’ s objective is to
improve the quality and effectiveness of instruction in California by
June 1972 by prov1d1ng local educational agencies and related groups
with professional services, coordination, and technical assistance in
" planning, and by installing, operating and evaluating instructional
media programs within the state. No measure, however, is provided
for the degree of improvement sought.

The General Fund local assistance portion of this element is state
support to instructional television in the amount of $800,000 appro-
priated by Item 271 of the Budget Act. This program, established by
Chapter 1236, Statutes of 1965, authorizes payment of $0.50 multiplied
by the number of pupils of the distriet present in elassrooms where
instruction was conducted by télevision in the preceding year. The
amount of sucli allowances, however, shall not exceed one-half of the
total cost to the district for providing television broadeasts or closed
eireuit television programs.
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C. Innovation and Research

This element provides funding for those educational projects deter-
mined by the Department of Edueation to be “‘exemplary and innova-
tive.”” The eomponents of this element are NDEA Title III, ESEA
Title II and ESEA Title ITI. Table 53 displays expenditures in terms.
of state. operations and loenl assistance with indicated funding sources.

The $167,554 shown as support from the General Fund eonstitutes,
the matching requirement for the administration of NDEA, Title III,

NDEA, Title ITI, provides federal assistance for the improvement of
instruetion of mathematles science, modern foreign languages, history,
English, reading, geography, economies, eivies and industrial arts, The
federal funds are provided to the Department of Education for reim.
bursements to school distriets for the purchase of equipment and ma-
terials and for minor remodeling expenses connected with the installa.
tion of new equipment., ESEA, Title IT, provides library resources to’
both pubhe and private schools of Cahfornla ESEA Title III, is dis.
cussed in’ the General Summary section of this analysis.

D. Reference Services

This function was discontinued in 1970 and is not funded in the
current or budget years.

E. Educational Assessment and Evaluation

This element includes the state level administration of tests adminis-
tered in reading in grades 1-3 under the Miller-Unruh Basic Reading.
Act and reading, mathematies, grammar and spelling in grades 6 and
12. Table 54 reviews support to this element.

The serious shorteomings of the existing assessment and evaluation
system are reviewed in this analysis under the Basie Skills Element of
Program I (Regular Instruction for Students)

‘ Table 53
Educational Innovation and Research
’ Actual Estimated  Estimaled

Support : 1969-70 197071 1971-72
General Fund - S $387,638 $161,288 $167,554
Federal funds - 1,076,057 1,439,360 1,278,861
Reimbursements _ —_— boo . .

Loeal Assistance:

Federal fends w o _________ 9,782,563 12,598,698 12,096,222
Totals ‘ -~ $11,246,258 $14,200,526 $13,542,637
Table 54

Educational Assessment and Evalu.ation ‘
Aciyal Hstimated Proposed

State Operations ) 156979 1970-71 197192
General Fund. _ — $118,874 $140,034 $162,694
Federal funds ___ . 28,460 - 45,000 37,146

Total $146,324 $185,034 $199,840
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Instructional Support—Continued
F. Intergroup Relations

This element provides assistance to school districts in meeting the
problems and needs of minority children. Table 55 shows support for
this element,

The objectives for the budget year include disseminating informa-
tion on _desegregation, promoting equal opportunity in employment and
improving mtergroup relations. -

G. School Approvala

The Bureaw of Sehool Approvals is responmble for reviewing and
approving programs offered to veterans and other adult educational,
professional and educational programs. Table 56 reviews support to
this unit,

We. recommend legislation to allow the State Board of Education to
set fees for approval of private schools within limits set by the Legte-
lature which will guarantee support to the Bureosu of School Approvals
from fee revenues. The budget as proposed includes no Genera! Fund
Support for this funetion. This is based on the anticipation that fees
for the approvals of educational courses can be inereased to a level that
the school approval element will be self-supporting. Fees for this serv-
ice are governed by Section 29007.6 of the Education Code, however,
and legislation will be required before the budget as proposed can be
implemented in 1971-72.

‘We would propose that if the function is to be self-supporting, legis-
lation should be enacted which authorizes the State Board of Educa-
tion to set fees within maximum limits to finance it rather than
preseribing the exact fee to be levied, This will allow the fee sched-
ule to be flexible and responsive to the budget requirements of the unit.

H. Teacher Certification and Credentials

This element represents the department’s respons1b111ty for the
licensing of applicants who wish to teach in the publie school system,
Table 57 reviews the expenditures for this element:

Tahle 55
Intergroup Relations .
Aetual Bstimated Proposed

State Operations 1969-70 197071 1971-72
General Fund §144,484 $139,008 $147,939
Federal funds __ - 139,876 147,168 197,658
Reimbursements __ oo 13,028 -— -

Total — $206,888 $286,176 $345,497

~ Table 56
Bureau of School Approvals
Actual Hatimated Proposed

State Operations 196910 I970-71 1971-72
General Fund . : $39,075 $60,779 -
Reimbursements 360,889 459,492 532,922

Total - $399,064 $520,271 $532,022
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Table 57
Teacher Certification and Credentials
Actual Batimated  Proposed

State Operations . 1969-Y0  1970-71  1971-72
General Fund _ - $3 074,601  $2,756,084  $2,733,004
Federal Funds - 31,729 66,350 55,788

Total - - $3,106,330  $2,822434  $2,788,792

Although reflected as General Fund the cost of the system is financed
from the revenues generated by credential fees. Presently the maximum.
Tevel permitted by law is $20 of which $5 shall be used for the follow-
ing purposes: (1) automation of the eredential funetion, (2) miecro-
filming of credential files, and (3) the establishment of branch offices,

The Legislature at its 1970 session substantially revised the pro-
visions of the education code relating to teacher credentialing by the
adoption of the Teacher Preparation and Licensing Law ¢f 1970, Under
this legislation the responsibilities for the issuance and revocation of
teacher licenses is directly transferred from the State Board of Edu-
eation to a newly created 15-member Commission for Teacher Prepara-
tion and Lieensing appointed by the Governor. The new system, which
is designed to eliminate much of existing need for transerlpt analysis,
will be fully operational by January. 1, 1973,

We recommend that the teacher credentwl automation profect re-
ceive special review by the fiscal committees. In previous analyses and
in a special report prepared pursuant to House Resolution 308 (1967
Regular Session), we have discussed the problems assoeiated with the
issuing of teacher credentials under a manual system. We found among
other things that costs in the years 1963-68 had more than doubled
_ for the certification office functions with no appreciable improvement
in' reducing the backlog of unprocessed credential applications or in
determining the status of applicants, For this reason, we recommended
approval of a Department of Edueation plan to automate this funetion.

A private consulting firm was retained to assist in the design and- -

implementation of the system. The firm’s initial report, C'ost Benefit
Analysis Comparison of Original Specification to Recommend Specifica-
tions for Teacher Credential Automation Project, detailed costs and
potential savings of the project. After considerable delay and two

extensions of the original contract, the system is now scheduled for -

completion on February 21, 1971. Total payments to the private con-
tractor will be $411,100. In addition, state personnel provided some
of the computer programming for the project.

The first of four modules in the system became operational in Sep-
‘tember 1970, This system has.been designed to utilize a random-access
approach to the data base and videc terminals are installed in the
credential office for input and inquiry., Credentials and letters to ap-
plicants are printed on a high speed printer.

In our judgment, this project has suffered from lack of adequate
management and coordination between the various state agencies and
the private contractor. The eredential office now reports that the sys.

tem design requires more extensive computer utilization than way
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originally estimated and there is a distinet possibility that there will be
insufficient funds from credential fees to operate the system. In faet,
this shortage of funds may oéeur in March 1971. There 1% also an indi-
cation that the Department of Finance will undertake an audit of the
charges levied by the eontractor and the Department of General Serv-
ices Data Processing Serviee Center.

Because of the uncertainties surrounding the pro,]eet and the lack of
specific information at this time, we recommend that the teacher cre-
dential automation project receive speecial review by the fiscal commit-
tees together with the remainder of the Department of Education’s
data processing program (as recommended on page 827 of this
analysis).

1. State Advisory Council on . Vocational Education .

In order to qualify for federal vocational educatlon funds under
the Vocational Education Act of 1968, each state must establish a
state advisory council to develop 1ong~range vocational education plans,
evaluate voeational education programs and submit annual reports to
the State Board of Education and the U.8. Commissioner on Hduca-
. tion. Table 58 shows the support for the advisory couneil.

Table 58 )
California Advisory Council on Vocational Education and Technical Training

Actuel Estimated Bstimated
Support - : 196910 197671 1871192

Federal Funds _ — 244,210°  $100,644 $124,128

The California. Advisory Council on Voeational Edueation and
Technical Training is eomprised of the Director of Human Resources
Development, a member of the Assembly Education Committee ap-
pointed by the Speaker of the Assembly, a member of the Senate Edu-
cation Committee appointed by the Senate Rules Committee, and 23
. members appointed by the Governor.

. Progrum No,V
SCHOOL ADMINISTRATION AND FlNANCE
Vol. IV p. 85 Budget p, 257

Requested 1971-72 .___ ' $27,886,299
Estimated 1970-71 __ e 24947232
Actual 196970 . _ 21,537,666

Requested Increase $2,939,067 (10.5 Percent)

The School Administration and Finance Program of the Department
of Education includes a number of functions administered by the Divi-
sion of Public School Administration and Finance. These include a
wide variety of responsibilities required by the Educational Code in
the administration of educational programs. Table 59 compares pro-
gram support by element.
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Table 59
School Administration and Finance

Actual Bstimated Proposed
1968-70 18%0-71 1971-72

A. Distriet organization __._______.____ $49.508 $61,000 $08,004
B. Administrative research .. . __ e meo.. 163,970 141,150 130,947
C. Pupil transportation . ________ 33,287 149,110 172,168
D, Management services —_________...__ 167,243 177,201 162,407
E. School distriet budgeting

and accounting _— 852,972 163,072 151,373
1. School facilities planning ... . .~ 535,508 482,014 447,315
G, Child welfare and attendance....———_ 46,238 45,707 45,496

Totals - - $1,348,726 $1,219,97T4  $1,167,800 -

Total program support is shown by funding source in Table 60.

Table 60 )
Funding by Source for School Administration and Finance

Actual Estimated Proposed .
- 196970 1970-71 197112

General Fund . - $924 589 $658,934 $650,700

Sehool Building Ald Fund_ o oiae oo 170,306 208,430 202,000
Federal funds - 203,388 270,610 249 300
Reimbursements B0,448 82,000 65,800

Totals ——  $1,348726 $1,219,974 $1,167,800

The program is entirely composed of state level operation and
Budget Act. General Fund Support is appropriated entirely in Item
263 for the General Activities of the Department of Education.

A. District Organization

This element is composed of the activities of the Department of Edu- -
cation which provides liaison between the State Board of Eduecation
and county committees on sechool district organization., The Budget
Supplement indicates that the system of separate elementary and high
school distriets is unneeessary, because it is educationally and economi-
cally inefficient. As a result the Bureau of Administrative Research and
Distriet Organization assists in bringing about the formation of unified
districts and assists districts to improve their organization through
transfers; annexations and the formation of new distriets. Policy recom-
mendations in' the area of district organization are included in the.
General Summary Section of this analysis which deals with the basic
reform of public school finance.

The budget indicates that General Fund expenditures will increase
from $61,000 to $68,094 in 1971—-72 to. maintain the current level of
serviee,

B, Administrative Research .

' This element represents the department’s responsibility for provid-
ing information regarding the current status of school district admin-
istration and finance. This includes school district staffing and salaries,
textbook utilization, plus special enrollment, tax rates and related stud-
ies. Table 61 reviews support to this element.
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Table 61
Administrative Research

Actual Estimated Proposed
1969-70 19710-71 197172

General Fund _. . — 91,166 $67,150 $73,836
Federal funds _ - ) 72,804 74,000 57,111
Total . $163970  $141,130  $130,947

The objectives for the ‘budget year indicate a continuance of current
year service. :

€. Pupil Transportation )

This element is administered by the Bureau of Administrative Serv-
ices located in the Division of School Administration and Finanee in
the Department of Edueation, If (1) compiles rules and regulations
coheerning school bus operation and pupil transportation in California,
(2) administers a training program for school bus drivers under a
three.year National Highway Safety Aect contract, (3) condusts work-
shops on transportation reporting procedures, schoolbus preventative
maintenance and purchasing procedures and (4) monitors records and
reports from school districts relative to transportation reiinbursements,

Table 62 provides expéenditure information for state support by fund

source. -
Table 62

Pupil Transportation Support i
Actual Bstimated  Hstimated

State Operations : 1969-70 197071 1971-72
General F'und -- —— $31,204 $30,800 $39;188
Federal funds - 2,033 118,310 133,000

Total _ $33,287 $149,110 $172,168

The Legislature has shown concern in the past relative to pupil trans-
portation allowances provided .by the state. Resolution Chapter 95,
{ACR 10) of the 1970 Session requested the Department of Education
to conduct a study of school transportation dllowaneces. A report is to
be submitted to the Legislature on or before February 1, 1971. The
completed study is to inelude recommendations relative to simplification
of transportation computation laws and procedures, and recommenda-
tions to permit allowances to bé made on a more equitable basis.

D. Management Services

This funection includes the operations of the Division of Public School
Administration and Finanee’s Bureau of Administrative Services. These
activities are generally concerned with advising school districts’ boards
and administrators on the problems of distriet administration. This
includes administrative workshops, district guidelines, and consultation.
Table 63 compares support to this element. _

It ig antieipated that the budget will continue the current level of

service,
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Tabla 63
Management Services

Aotual  Estimated Proposed
196870 29Y0-11 197192 -

General Fuad . - $136,627 $138,060 $125,260

Federal funds 30,627 35,861 27,147

Reimbursgments ; . - . 7,000 —
Total __.

_ — $167,243 $177,021 $152,407
E, School District Budgeting and Accounting :

This element includes the activities initiated by the Legislature in
Chapter 1578, Statutes of 1967, which established the State Advisory.
Committee on School Distriets Budgeting and Accounting. This com- -
mittee is required to recommend to the State Board of Education e
progam budgeting system for 1mp1ementat10n in all the school distriets
of the state. Support to this element is proposed at $151,373, a reduc—-
tion of $11,699 from the current year. This reduction includes approxi-
mately $3,200 in consulting services associated with implementation

activities proposed by the Department of Finance.

- In accordance with the developmental plan the State Board of Edu-.
cation has approved the program structure recommended by the

advisory commission. As proposed, this would eliminate the current
functional concept of distriet budgeting and accounting and would
shift to a program format which emphasizes instruetional programs,

instructional support, pupil gervices, general support and community
gerviees. The board also authorized revision of the Cal@farma, School
Accounting Manual which will require approximately 1% years and a
program of in-gervice training by public school business officials.

It is important to note that the Department of Education estimates
"that conversion costs of $5 million ean be anticipated in the year of
implementation {1972-73) and a eontmumg cost of $3.5 million there-
after,

F. School Facilities Planmng
The Burean of School Planhing is located within the Dwmon of
School Administration of the Department of Education. Table 64 dem-

onstrates the sources of funds and the estimated and actual expendi-
tures for this program in recent years.

) Table 64
School Facilities Planning—Estimated and Actual Expendntures
Actual Esttmated  Bstimated

Support . 186910 1970-%1 1971-72 .
General Fund $216,8924 $156,1456 $147,473
School Building Aid Fund 170,306 208,430 202,000
Federal funds 97,930 42,439 32,042
Reimbursements 50,448 75,000 65,300

Totals ——— $B535,5608 $482,014 $447,815

There has been a decrease in the level of General Fund support for
this program while Scheol Building Aid Fund support has remaimed
fairly constant. Estimated 1971-72 expenditures show a total decrease
in support over 1970-71 of $34,699 (7.20 percent).
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A major function of the Bureau of School Plannlng is approval of
sité and planning applications for distriets which are aided by the
State School Building Aid program and certain other nonstate aided
distriets, Edueation Code, Section 15302, requires that the Bureau of
School Planning review plans for school construetion where the. cost
of & project exceeds $5,000 and meets one or more of the following
conditions: (1) that it is a unified sechool distriet with 1,500 or less
ADA (2,000 ADA if district was formed after July 1966); (2) that
it is a distriet not governed by a city board of education; or (3) that
the distriet’s building projects are financed with federal or state school
building aid funds. A fee of one-twentieth of 1 percent ag estimated
by the Office of Architecture and Construction is eharged to the dis-
triet for review of plans and specifications, and & fee of $25 is charged
to the district for each 10 acres or fraction thereof for site review.
The bureau is alse requitred to provide its professional services and
advice to any school distriet which is not governed by a city board
of education, When such services are rendered, the bureau must collect
g fee from the distriet equal to the actual eosts incurred by the bureau,
exclusive of the salaries of the participating state employees.

G. Child Welfare and Attendance

The accounting and reporting of average daily atiendance data,
improving proeedures, and the communication of changes to distriets
are the aetivities of the Child Welfare and Attendance element. Gen-
eral Fund support to this funetion is proposed to decrease from $45,707
in the current year to $45,496 in the budget year or a total reduction
of $211,

Objectives for 1971-72 ineclude inserviee training for local admmls-
trators, communieation with distriets, d1str1but10n of necessary mate-
rials and related tasks.

Program No, Vi
DISTRIBUTION OF AlID

Vol IV p. 48 Budget p. 259

Requested 1971-72 $1,586,689,821
Estimated 1970-71 —______ 1,591,421,542
Actual 1969-70 — 1,478,516,892
Requested decrease $4,731,721 (0 3 percent)
Annlysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Apportionments to Public Schools. Recommend special 800
legislative consideration when information from first principal
State School Fund apportionment is available.

2, Apportlonments to Public Schools. Reecommend legislative 800
augmentation to increase apportionments by 7.65 percent to re-
fleet change in the eost of living and productivity.

3. Textbooks. Recommend priority listing of titles. 807

4, Textbooks. Recommend definition of teachers’ editions. 807
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Analysis
page

5. Btate Currieulum Commission. -Recommend two-year ap- 809
pointments. &

6. Textbooks. Recommend breakdowu of textbook budget al- 810
location.

7. New Textbook Adoption (Social Seience grades 5-8)., TRee--810
omend more information on need and funds available.
8. Fextbooks. Reecommend maximum allowable royalty for- 811
mula. '
"~ 9. Textbooks, Recommend State Board of Education make 813
new adoption by June.

10. Textbooks. Recommend additional cost and scheduling in- 818
formation from State Printer.

11. Duffy-Moseone Family Nutrition Edueatlon and Service 815
Act of 1970. Recommend special review; item not funded.

The largest individual program of the Department of Eduecation is
the Distribution of Educational Aid. This is composed of four compo-
nent parts: (1) apportionment of the State Sechool Fund, (2) distri-
‘bution of surplus property, (3) selection, acquisition and distributior
of texthooks, and (4) distribution of food serviees. Table 65 summarizes
expendltures for the elements of the distribution of aid program

Table 66

Distribution of Aid

Actual Batimeted Proposed
196970 1970-71 1971-72

A, Apportionfpent _________________ $1,428,811,814 $1,516,006,786 $1,500,147,950
B. Surplus property o _____ 3,640,084 4,126,651 4,320,000
C. Textbooks 23,017,174 21,549,965 18,054,820
D, Food services ——mo—— o o ___ 23,147,820 49,738,250 64,167,061

Totals $1,478,516,802 $1,591,421,542 $1,586,689,821

These elements of state operations and local assistance are compared
by funding source in Table 66.

Table 67 summarizes General Fund Support. to the Distribution of
Aid by Budget Aet item.

A. Apportionments

The largest portion of state support to public edueation is composed
of transfers made from the General Fund to the State School Fund for
apportionment to local sehool distriets. It is anticipated that approxi-
mately $1.5 billion will be expended for this purpose in the budget year.
The system of apportionment is controlled by constitutional and statu-
tory provisions and annual budget adjustment, This process is generally
considered to have three component parts, which are: (1) derivation—
the total amount aunthorized for transfer from the General Fund to the
State School Fund; (2) distribution—the total derivation rate divided
roughly among the programs supported from, the State School Fund;
and (3) apportionment—the allocation of funds to school distriets on
the basis of specific formulas.

1. Derivation. The annual amount of money authorized for transfer
from the General Fund to the State School Fund is referred to as the
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Table 66
Funding by Source Distribution of Aid Program .
Actual Estimated Proposed
. 1969-70 1970-71 197112
State operations
* Genergl Fund . ___________ $667,834 $847,866 $733,700
Sitrplus Property Reévolving
Fund 3,391,142 3,608,526 2,992,000
Federal funds -em-cemeemeee e 48,753 90,000 -
Reimbursements oo oo : 49,442 76,500 28,000
Subtotal . _____ . . $4,167,171 $46,620,892 84,753,700
Local agsistance ~
General Fund ________________ $1,448,882,013 $1,469,321,479 $1,477,030,321
State School Fund . ____ 2,721,948 - 2,700,000 650,000
California Water Fund _______ 133,061 - 276,408 350,000
State Construction Program
Fund e - 47,242,202 16,000,000
Motor Vehicle Transportatlon : :
Tax Fopd . - 18,000,000 20,000,000
Driver Penalty Assessment ' .
¥Fund - 5,367,511 1,600,000
Federal funds .covcen e 22,455,687 43,843,050 64,265,800
Reimbursements __. 167,062 50,000 X
Subtotal : $1,474,359,721 $1,586,300,650 $1,581,936,121
Total $1,478,516,802 $1,591,421 542 $1,586,689,821
General Fund $1,449,549,847 $1,470,169,3456 $1,477,764,021
Surplus Property Revolving Fund 3,301,142 3,608,626 3,902,000
State School Fund _____ . _____ T 2,721,948 2,700,000 ,8650,000
California Water Fund _________ 133,061 276,408 . 360,000
State Construction Program TFund - 47,242,202 16,000,000
Motor Vehicle Transportation Tax
Fund - 18,000,000 10,000,000
Driver Training Penalty Assezsment .
Fuand - 5,367,511 1,600,000
Federal funds 22,504,390 43,983,050 64,255,800
y Reimbursements o ooeeoc 216,504 126,500 78,000
Total $1,478,516,802 $1,591,421,542 $1,586,689,821 -
Table 67
Distribution of Aid by Budget Act item
Budget Act :
Item No, Purpoge Amount
State operations )
263 General aetivities, Department of Education__ $733,700
Local assistance :
269 Apportionments to public schools ___________ 1,371,400,000
270 Apportionments to public schools. oo e 88,000,000
- Repayment of loans to school distriets..__.__ —197,679
276 Free textbooks . 17,828,000
Total $1,477,764,021

derivation of the fund, The derivation formulas are based on certain
statutory and constitutional amounts per pupil in average daily attend-
ance in the preceding year. The statutory rate bears no relationship to
the current level of school distriet expenditures, rather it is simply an
automatie device to facilitate the anmual transfer of funds. The ele-
ments of derivation are reviewed for the budget year in Table 68.
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TFable 68
Summary of Statutery Elements of Derivation
Bdueation .
Code Statutory
Ttem section unit rate ADA factor _ Total
Statutory minimum _______ 17301(a) $180.00 5,222,100 $939,978,000-
Plus additional funds
as needed ____________ 17301 (b} - 08,02 5,222,100. 516,570,132
Subtofal, _______________ ’ $278.92 5,222,100  $1,456,548,132
Adjustments _______ .. —62,808,132
REgualization aid cost ‘ ) i : ) :
adjustment ________. " 88,000,000
Driver training ..__———_— 17305 . © 18,000,000
Project-connected pupils .o 17307 . 350,000
Total State School .
Fund derivation ——wn—. 1,500,000,000
Table 69

Distribution Rate for 1971-72

Bducation Code Budget Act. Total propaaed
authorization adjustmeni quthorization
1. Basie, equalization and

supplemental aid . ____._ $240.92 $—13.61 $227.31

2. County School Service Fund o 3.76 —0.05 341
3. Pupil transportation ________________ 440 +0.96 5.36
4, Special education : 19.52 +0.49 20.01
5. Mentally gifted . _______ oo _ 1.67 - 1.67
6. Educationally handicapped _______— .. 8.65 +016 - 881
Total - $278.92 §—12.05 - §266. 87

The most recent addition to the derlva.tlon process has been the in-
stitution of an annual inflation factor authorized by Section 17 of
Chapter 784, Statutes of 1969, which states:

““The Superintendent of Publlc Instruetion may increase the var.
ious foundation programs in accordance with the specifications in
the Budget Aet in order to apportion amounts speecifically appropri-
ated in the Budget Act for cost increases due to inflation. Such in-
creases shall be effective only during the fiscal year for which the
-appropriation is made.”

In 1970-71 a total of $88 million was added to the Budget Aet in
accordance with this seetion,

2, Distribution, After the State School Fund is derived, it is dis-
tributed into various categories for educational programs and activities
specified by statute as eligible for state support. Programs supported
inelude basic and equalization aid, which make up the foundation
program, the county school serviee fund and allowances for special
educational programs for exeeptional children.

In the current year the distribution rates are completely controlled
by provisions of the Budget Aect of 1970, This practice was originally
established in the Budget Act of 1969, and, in effect, results in the
annual budgeting of State School Fund apportlonments to publie
schools.
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The budget doeument and Budget Bill Items 269 and 270 reflect the
intent of the administration to continue the practice of determining
the amount of General Funds ‘available to the State School Fund
through budgetary action. Table 69 reviews the proposed distribution
amounts, .

3. Apportionment. . The total amount anthorized to the State School
Fund is alloeated to local school districts on the basis of apportionment
formulas, The major component of state support is the foundation pro-
gram which is designed to guarantee to publiec school pupils a pre-
scribed level of financial support. This amount is determined through
2 combination of state and locally raised funds but always includes a
basic aid or state guaranteed amount of $125 per ADA. A’ distriet may,
depending on its level of assessed valuation per pupil, receive addi-
tional state support in the form of equahzatlon aid to reach the total
foundation level, i.e., guaranteed amount.

The- state also prov1des supplemental support to the lowest wealth
schiool distriets, support for the county school service fund, pupil
transportation, special education allowances for  the mentally and
physically handicapped, and assistance for the mentally gifted.

In 1970-71 apportionments were ‘increased through budget appro-
priation of $88 million for cost increases due to inflation. The amount
appropriated was distributed on a per-pupll basis to equahzatlon aid

. distriets.

1. We recommend the apportionment element of the distribuiion of

aid program be held for special consideration when informaiion from

the first principal State School Fund apportionment is available to
estimate existing requiréments. The budget document estimates a total
State School Fund apportionment of $1,520,827,193 for the current.
year while the amount proposed for 1971-72 is $1,500,000,000, a reduc-
tion of $20,827,193. This is based on. the assumption that the growth
in assessed valuation and changes in average daily attendance will
allow the state to support the existing apportionment formulas and
continue the $88 million inflation factor granted by the Legislature in
the 1970 Budget Act at a lesser total cost than in the current year.
The $88 million is not an additional inflation facter but merely main-
tains the level achieved this year to offset inflation. No provision is
made for eurrent inflation.

Our prehmlnary estimates for the budget year indicate that these
figures may be substantially below the actual requirement. To make
an accurate projection of State School Fund apportionments for the
budget year, data is required from the first principal State School
Fund apportionment which will not be available until February of the
current year. Consequently, we recommend that consideration of the
amount budgeted for apportionments to public schools be held for
speeial consideration when sufﬁclent mformatmn is available to projeet
demand.

2. We recommend that legislation be adopted to increase State School
Fund epportjonment to public schools by 7.65 percent to reflect
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changes in the cost of living and a productzmt@ factor between 19?’0-’71
and 1971-72. There are two basic economic trends which affeet publie
sehpol costs. (as discussed in the seetion of this analysis dealing with
Basw Reform in the Public School Finance) which are not reflected
An state support without legislative action. These ﬂqctuatmns are (1)
‘the gost changes which can be attributed to mﬁatlon and (2) increases
‘in the productivity of society which are reflected in wage and income
changes,

A Eﬁ”ects of Inflation. A significant portion of the increases in the
cost of éducation can be attributed to inflation which has escalated dra-
matically since 1966. Table 70 shows that the California Consumer
Price Index {CPI) inereased by 5.68 percent during 1969-T0 which
was more than double the rate of increase during the early 1960’s. This
‘CPI index measures only the growth in prices paid by the general pub-
lie for the geoods or services it purchases, and is not a direct reflection
of the increased cost of education. Most of the cost for schools consists
of services (i.e., teacher salaries) which typically grow faster than gen-
eral consumer prieces. One of the reasons for the more rapid growth
rate is that salaries as they are adjusted to ecompetition in the private
seetor reflect not only changes in inflation, but also inereases in pro-
ductivity (l.e., the increases in real purchasing power).

Chapter 784, Statutes of 1969, authorizes the Superintendent of
Public Instruction to ‘‘increase the various foundation programs in ae-
cordance with the specifications in the Budget Aect in order fo appor:
tion amounts specifically appropriated in the Budget Act for cost in.
~ creases due to inflation.”” This, however, is only an authorization to aet

if funds are appropriated and not a guarantee of an adjustment.

B, Inerease in Productivity, During the 1960’s real purchasing
power in this ecountry increased at an average annual compounded rate
of about 2,75 percent. Employees in both the private and governmental
sectors attempt to share in this increase through wage negotiations,
The salary structure for California teachers partially recognizes the
growth in produetivity by granting annual merit salary adjustments.
However, neither the state (except when the Legislature increases
state aid) nor the local sechool financial structure has a mechanism for
recognizing what is obviously a built-in cost factor. These adjustments

Table 70

companson of Increases in School District General Fund Current Expense to
Increases in the California Consumer Price Index and National Productwuty

(1) {4)
Annual change (e) 3)1 Program
in ¢urrent  Annual change  Annual improvement
erpense in Congumer  changein difference
of education  Price Inder productivity 1I—(2+3)
196465 o 8.349% 2.209; 3.369% 0.78%
1065-66 _______________ 751 . 1.61 3.24 2.66
196667 e B8.62 © 201 2.52 3.19
106768 743 3.17 2,20 2.06
1968-69 _____ . _____ 11.85 - 3.90 1.61 6,34
1962-70 {est.) —cmcemee 8.58 5.68 0.93 T .97

11870 Economic Report of the President, page 216, and the December 1970 issue of the Monibly Labor
Review, by the U.S. Depariment of Labor, page 98. This index refers to private nonfarm employees and
the Increases are annual changes.
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can be financed, in part, out of voter-approved tax increases, the growth
in assessed valuations {which partially results from inflation). Table
70 reviews both of these factors for recent years,

‘We believe the school finanee system should incorporate salary
policies which include both the inflationary experience and changes
due to productivity. In this way the state would share part of fhe
finaneing of these two basic costs which are independent of changes
in enrollment and program. It should then be possible to isclate these
changes in loeal school budgets which reflect changes in level of serv-
ices or cost improvements versus those which adjust for inflation and
related salary costs. _

‘We believe that foundation program support to the publie schools
should be increased through budgetary action to refleet these changes
in the economy. This approach would also establish a logical method
for determining teacher salaries, By granting an inflationary adjust-
ment, teachers are proteeted from an erosion-in their real purchasing
power. By adding a produetivity faetor which corresponds to the long-
term growth in the national economy, teachers will participate propor-
tionately in the growth in real purchasing power. We propose the ad-
justment factors be computed in the following manner.

(a) Infiation factor: We believe that state support should be ad-
justed annually by the California Consumer Price Index reported from
the period of March to March of the preceding fiseal year. These figures
are presently reported by the Department of Finance and the use of
previous year data will permit the use of actual figures.’ (The increase
from March 1970 to March 1971 is estimated at 4.90 percent.)

(b) Productivity Factor: In developing a factor the formula should
take into account the wide variations which ocecur in this index from
year to year. We propose that the average for the prior 10 years be
utilized. This factor for the 10-year period from 1960 to 1969 was 2.75
percent compounded, Therefore, based on the two components above
the factor to be applied to state support for 197172 is estimated to be:

Consumer Price Index Productivity
(March 1970 to March 1971) - factor Adjugtment factor
(4.909;) > + (2.76%) = © {T7.65%)

* Estimated.

When this factor is applied to 1870-71 apportionments for founda-
tion program support as reflected in the budget document of $1,306,-
074,020 multiplied by the estimated adjustment factor of 4.90 percent
for the Consumer Price Index and 2.75 percent for productivity an
augmentation of appmximately $64.1 million_ is required for the cost
of living and $35.9 million for productlwty or a total cost of approxi-
mately $100 million to the General Fund in 197172,

‘We believe that this ad,]ustment in public school support is requlred
but that it should be considered in the context of comprehensive legis-
lative reform of the system of public sehool finance discussed in the
General Summary seetion of the Analysis beginning on page 723. This
consideration of reform of school finance should not only include the
adjustments for the cost of living and productivity, but should deal
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w1th opt:mlzatmn of the size of school districts, the most efficient use
of statewide property tax resomces and 3 deﬁmtlon of the foundation
program which is responsive to tlie costs of an adequate program model.

B. Surplus Property

~;The .State 'Edueational Agency for Surplus Property is located
" within the Division of Public Sehool Administration in the Depart;
ment of Education. This agency is responsible for (1) obtammg and
distributing available federal surplus property, (2) receiving and re-
distributing food commodities obtained free from the T.8, Depart-
ment of Agriculture to eligible institutions, and (3) receiving and
reallocating federal funds to county welfare agencies for the improve-
ment of food commodity distribution at the county level. Examples of
eligible institutions are public elementary and secondary schools, eol-
leges and universities, hospitals and health center clinies as well as
nonprofit, taxz-exempt schools, colleges, universities and public aid
societies.

Table 71 demonsirates expenditures in terms of state operations and
local assistance and indicated funding sources.

Table 71
Surplus Property Support
Actual Bstimated  Proposed

State operations: 1969-70 197071 197172
Surplus Property Revolvmg Fand . $3,301,142 $3,606,526 $3,992,000
Reimbursements 49,442 80,000 28,000

Local assistance (federal funds) e 99,500 490,025 300,000
Totals ___ - $3,540,084 $4,126,551 $4,320,000

Costs of handling and processing surplus property and food com-
modities are recovered from participating institutions by charges which
are paid into the Surplus Property Revolving Fund. It is estimated
that the surplus property to be distributed in 1971-72 has a fair
market value of approximately $38 million and food commodities have
a wholesale value of an additional $40 million,

- Surplus funds which might accumulate in the revolving fund are
credited yearly to the accounts of institutions buying surplus property
and food eommodities in proportion to their finaneial participation.

A sum of $3,992,000 is proposed for expenditure in 1971-72 from the
Surplus Property Revolving Fund. There is no cost to the State Gten-
eral Fund. The increase in the request for 1971-72 over the previous
year is a result of anticipated inereases in available surplus from T.8.
military sources in Europe and the Far Hast, particularly Vietnam.

C. Texthooks

Activities eonducted by this element are performed principally by
the Bureau of Textbooks in the Division of School Administration and
Finance. Support for the bureau has remained fairly constant in reeent
years. Expenditures for state support and local assistance are shown in
Table 72.

The State Constitution provides for the adoption of texthooks by the
State Board of Education. Adopted textbooks are distributed in grades
kindergarten through eight without eost as provided by statute.
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Table 72

Textbooks Support
Actual Batimated Proposed
1969-70 1870-71 1971-72

Support {General Fund) o . ___ $157,189 $192,345 $176,320
Loeal Assistance: ]
General Fund 22,692,023 21,307,110 17,828,080
Reimbursements - - 167,062 50,000 50,600
Totals R $23,017,174 $21,549,955 $18,054,824

New texthook adoptions are recommended to the State Board of
Education by a statutory body, the State Curriculum Commission. The
state board makes a tentative adoption usually in Mareh or April of
each year from among the textbooks recommended by the commission.
The textbooks tentatively adopted are distributed to the school distriets
for selection and publie display, A schedule of future adoptions is
ontlined in Table 72A,

Table 72A
Schedule of Future Adoptions
C'riteria for
new texts to Books Adoption
be developed to be “Adoption to  period to -
at November submitted be made begin Subject field
meeting by June 1 Uy board July 1 {Grades 1-8 unless specified)
1968 1969 1970 1971 Social seienes, K—+4
1968 1970 1971 1972 Soecial sciences, -8
1969 1971 1972 1973 Health, musie, selence
1970 1972 1973 1974 English and related subjects
1971 1973 1974 1975 Reading and literature
1972 1974 1975 1976 Mathematies
1973 1975 1976 1977 Social scientes, grades K—4
1974 1976 1977 1978 Social seiences, grades 5-8
“foreign language
1978 1977 1978 1979 Health, musie, science
1976 1978 1979 1980 English and related subjects
1977 1979 1980 1981 Mathematies

Districts can select from among a maximum of four basie texthook
titles with a limit of no more than one basic textbook per pupil and
from a varying number of supplementary textbooks with each school
district limited by numbers and titles to a supplemenfary textbook
credit computed by the Department of Education. After the seleetion
by the sehool distriets the State Board of Education finalizes the new
adoption.

When the adoption process is complete, textbooks are manufactured
in the State Printing Plant through a lease agreement with the pub-
lishers which permits the state to print the text in return for a
“‘royalty’’ generally assessed on a per-copy basis. However, in cases
where the right to print is withheld by the publisher of an adopted
text or the leasing of film positives is not competitive with the finished
book price, the state purchases the completed text directly from the
publisher.

Completed textbooks are delivered by publlshers or the State Printer
to the State Textbook Warchouse in Sacramento for shlpment to school
distriets. Usually between 85 and 90 percent of ‘the year’s total ship-
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menty are made from May to- August to insnre that books will be avail-
able when schools open-in the fall. Distribution of texts is-based on local -
orders and raties established by each school district. Table 73 sum-
ngxrizgsz distribution for recent years with estimates for 1970-71 and
1971-72. :

Table 73
Number of Texthooks Distributed 1963-64 Through 1971-72
1063-684 _.. ——— - 9,412,060
1964-65 _ —- 10,404,140
1965-66 _ —wo 11,335,971
1966-67 _ — _— ——— 7,525,788
1067-88 __. - - - 21,113,675
1968-69 e - 18,210,080
198970 _— 20,774,724
1970-71 (est.) -__ 22,000,000
1971-72 (est.) .. - 21,700,000

Elements of the textbook program will be reviewed.as follows:

1. Selection and adoption
2. Acquisition
3. Digiribution

1. Selection and Adoption

The State Board of Eduecation has the constitutional responsibility
for the adoption of textbooks, To aid the board in the selection of
textbooks the Legislature created by statute the State Curriculum
Commission. The commission screens textbooks submitted by publish-
ers and recommends textbooks to the State Board of Bdueation for
adoption. The selection and adoption funections take approximately
18 to 20 months to eomplete. For example, the proposed social seience
adoption grades five through eight initially began with a call for bids
in December 1969 and should be eoimpleted in July of this year.

A framework and criteria are developed for the proposed adoption
and publishers are requested to submit beoks that meet the criteria.
Initially several hundred titles are submitted to the commission for
review. A preliminary sereening takes place approximately one year
after the original call for bids. A final screening takes place about
three months later, usually in February. Textbooks that survive the
first two screenings are those that are submitted to the State Board
of Education by the commission. From the texts submiited the State
Board of Education makes a tentative adoption. School districts select
from among these books tentatively adopted and submit their requests
to the Department of Education.

Eduecation Code requires a 25,000-minimum order to be eligible
for adoption as a basic or supplementary textbook. Texts not qualify-
ing with the minimum order are eliminated from the adoption unless
the state board designates them as teachers’ manuals. A book desig-
nated as a teachers’ manual requires no minimum order. The state
board can designate who is to receive the teachers’ manual and at what
distribution ratio.

In reviewing the proposed textbook budget of $17,828,000 with its
elements of (1) selection and adoption, (2) acquisition, and (3) dis-
tribution, it is clear that the principal expenditures are related to the
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acquisition element and basically are for printing, purchasing, royalties
and new adoptions. However, since the State Curriculum Commission
has a direct bearing on cost through its ‘‘selection’’ function, its ae-
tivities are diseussed under the seetion on selection and adoption.
The annual expenditure for textbooks has fluetuated considerably
from year to year due to a wide variation in the size of annual new
adoptions. However, this fluctuation has leveled somewhat in the last
few years. Table 74 demonstrates the estimated expenditures for new
adoptions and total textbook expenditures in recent years.

Table 74
Annual Texthook Expenditurea
BHstimated evpenditures Total textbook

Subject aren of new adoptions for new edoptions expenge ?
196162 reading and literatunre® ...____ $1,652,923 $6,876,166
1662-63 history and geography (5 & 8) 1,874,660 8,699,919
1983-64 arithmetic (1, 2 & 7) social

studies (6 & T) 1,111,000 10,908,862
196465 arithmetic (8, 4, 5, 8, & 8}, .

gocial studies (4) oo © 2,508,849 11,980,511
1965-66 none R . 1,720,420
1966-67 science health, social science (2,

3, &5) __.. y 13,279,968 17,525,848
1967-88 musie, English and related sub-

jects - © 8,099,658 21,260,002
1968-69 reading and literature . __ 11,000,000 19,631,786
1960-70 mathematies e 6,169,808 ' 22,692,923
1970-71 social sclence K4 ____ .. __ 8,677,162 21,307,110
1971-7T2 social science 5-8 (proposed)._ — 17,828,000

1 Deterred purchases,
2 Includes estimated expenditures for new adoptions and continuing exyenditures for previous adoptlons.

While annual state expenditures have varied substantially doring
the past few years the number of basic and supplementary titles in
adoption have consistently inereased. Table 75 demonstrates the number
of textbook titles in adoption in recent years. :

Table 75
Textbook Titles in Adoption

Numbers of
Year titles *
196162 - 360
196263 . 359
1963-64 i 391
1964-85 __ - . - 392
1965-66 - - " 445
1966-67 - ——— 445
196768 561
1968-39 - : - 654
1969-70 _ 731
197071 _. - 763
197172 - 801

1 Includes teachers editions.

Although there has been great variance in the estimated expenditures
for new adoptions in each of the last 10 years, total textbook expense
has increased sharply with a leveling off in the last few years, ags showh
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in Table 74. Indications are that thiere will be a continuing inerease
of textbook titles in the future as new adoptions are approved, as shown
in Table 75.

a. Priority Listing of Titles

We recommend that the Legislature require the State Board of Edu-
cation to establish a priority listing of titles for new textbook adoptions,
This same recommendation was contained in the Analysis of the Budget
Bill, 197071, and was subsequently adopted by the Legislature in the
Supplementary Report of the Commitiee on Conference Relating to the
Budget Bill. The reasons for the recommendation related prinecipally
to distribution ratio problems encountered in the 1968-69 reading
adoption. Previous to multiple adoption of basie and supplementary
textbooks the State Board of Education would establish distribution
ratios for esch textbook. For example, a book might be distributed on
the basis of one textbook for 10 pupils. However, if the final budget
was 2 lesser amount than that requested for textbooks the State Board
of Education would reduce the ratios rather than eliminate titles. This
would allow the textbook budget to stay within the financial constraints
set by the budget and would also allow the State Board of Education
to distribute all textbook titles it adopted regardless of how satisfactory
or unsatisfactory the distribution ratios might be.

Since making that recommendation the voters approved multiple
adoption for basic textbooks (supplementary multiple adoption went
into effect on July 1, 1970), Under imultiple adoption a district selects
textbooks from an approved list provided by the Department of Edu-
eation. A result of the distriet making the selection is that the distriet
in effect establishes its owni ratios. Because of this, the Department of
Education in eonversations conduected with the Legislative Analyst’s -
Office and the Department of Finance expressed the belief that the
setting of priorities as recommended is no longer valid. We believe the
department’s assumption is ineorreet,

Social science texthooks, grades 5 to 8, that were adopted in
the years 1963 through 1967 are currently being considered for adop-
tion, Since the maximum allowable time that a book may be in adoption
15 eight years, the expiration of these textbooks varies from June 30,
1971, to June 30, 1975. We believe this is a factor that should receive
primary consideration when proposing texthooks for adoption sinee a
textbook adopted in 1967 could continue legally until 1975. The time
of a textbooks adoption could thus be used as a point of reference in
setting priorities for current and future adoptions.

While the Department of Education believes the setting of priori-
ties is no longer valid, it still intends to prepare a priority listing of
titles for the proposed soeial science, grades 5 through 8 for adoption.
Such a listing cannot be prepared by the department until after the
final sereening of textbooks in February 1971

b. Teachers’ Manuals

We recommend thet funding for textbooks other than basic and sup-
plementaries be limited to ‘“teachers’ editions.” We further recommend
that ‘“teachers’ edition’” be defined by legislation as a student textbook
which contains ennotations and/or teachers’ guidelines overprinted or
added in a separate section.
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Chapter 917, Statutes of 1968, states: ‘‘The board shall adopt sepa-
rate teachers’ manuals for use in the subjects of the several elementary
school. grades in which the board shall determine the need and desira-
bility for sueh manuals.”’ (Education Code Section 9311.) While this
section permits the adoption of teachers’ manuals, nowhere in the
Education Code is the term ‘‘teachers’ manual’’ defined.

-The Bureau of Textbooks and Publications in devising textbook order
forms sent to distriets differentiates between what it calls ‘‘teachers’
editions’ and ‘‘teachers’ manuals.’’ The differentiation is made be-
tween the two by the nature of their purpose and composition. The
‘“teachers’ edition’’ is ordinarily an annotated student text that in-.
cludes text helps and ideas for the teacher, and is bound together in
one volume, while the ‘“‘teachers’ manunal’’ may be almost any book
for which the state board ‘‘shall determine the need and desirability’’
for use as a manual. ‘

A trend is emerging in the textbook adoption process in which it
appears the undefined category called ‘‘teachers’ manuals’’ is becoming
a catch-all for textbooks urable to meet the 25,000-minimum order neces-
sary for adoption as a supplementary or basic textbook. Examples of
adopting suppiementaries as teachers’ manuals ean be cited in the
recent K—4 social science adoption,

Multiple adoption in both basic and supplementary textbooks gives
the local distriets more choice in textbooks used in'their schools. How-
ever, state board adoption of supplementary and basic textbooks that
fail the 25,000-minimum order as teachers’ manuals, negates the purpose
of distriet seleetion, Further, such adoptions reduce the funds available
to distriets to purchase in adequate numbers the texthooks they select.

Table 76 demonstrates an inereasing amount of funds budgeted for
teachers’ manuals in recent years.

Table 76

Budget Expenditures for Teachers’ Manuals
{Manuals with no corresponding pupils textbooks)

1%68-65 , 196970 197071 197172

Reading _ - -~ $208,828 $39,566 $39,566
Mathematics - — — 113,036 70,870
English’ $1,980 0 3,300 3,300
Social sciences (K—4) ___________ - _ _— 971,037
Handwriting 31,684 2,160 2,160 19,088
Music -~ 53,361 8,650 29,924 6,690
New adoptions . _____ 146,6621 15T7,441°* 825,523 ¢ 4

$233,587 $462,074 §$1,013,509  $1,110,560
1 Reading. '
2 Mathematles,
3 K4 soelal seicnees,
+ New adoption figures not avallable for 5-8 soclal sciences.

For the reasons discussed above we believe the broad category of
teachers’ manuals should be eliminated and a more specifically defined

category of teachers’ editions be established.
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¢. State Curriculum Commission

We recommend that at least one-half of the members of the State
Curriculum Commission be specialists in the subject matter area that
will be considered for adoption in the second yeer of their appoini-
ment, We further recommend that appoiniment to the Curriculum
Commaission be Limited to one fwo-year ferm.

A major eoncern of the Legislature in the past has been the extent
to which textbooks are or are not being utilized. A study of textbook
utilization is now being condueted by the Bureau of Administrative
Research and Distriet Organization. This study follows closely the
guidelines of the preliminary study by Peat, Marwick, Mitchell and
Company entitled Methodology Development for Measuring Nature
and Eztent of Textbook Use transmitted to the Department of Eduea-
tion January 5, 1968. The current review of texthook utilization in-
cludes science, grades 5 and 8; health, grades 3 and 6; social seience,
grades 2 and 5; handwriting, grades I and 6; English, grades 2, 4 and
7; musie, grades 5 and 8; spelling, grades 3 and 7; English as a second
language, grades 2, 4 and 7. The first three of these grades and subject
area studies have been completed. As of this date there has not been a
summary of the conclusions with recommendations made concerning
textbook utilization. . .

In each of the three areas completed, however, tentative conclusions
were reached. Some of these are as follows: (1) many-of the adopted
textbooks generally do not meet the different reading needs and abilities
of pupils—especially below average pupils; (2) the state should ‘‘adopt
supplementary texts for the low average and below average pupil with
the stipulation that such textbooks actually be a supplement to the basie
text’’; and (3) there tends to be a low use rate of teachers’ editions
(the study indicates that a correlation exists between the experience of
a teacher and the rate of use, ie., the more experience the lower the
use). .

The variation of textbook approval or disapproval among teachers
in the utilization study raises guestions relative to the ability of the
State Currieulum Commission to select textbooks. We make this state-
ment based on our view of the role of the commission in the textbook
selection and adoption process. Two of the responsibilities of the eom-
mission in the adoption process are: (1) the evaluation of texthooks to
check for technieal content accuracy and (2) the selection of technically
correct textbooks that will meet various pupil needs and abilities state-
wide. The utilization study does not question the technical accuracy of
textbooks selected but the study does raise questions relative to whether
textbooks are meeting diverse student needs and abilities.

The Curriculum Commission is composed of the Superintendent of
Public Instruction and 12 additional members appointed by the State
Board of Education. Commission members are appointed for four-year
terms with no limit on the number of terms they may serve, There are
no speeific requirements for appointment to the eommission. As a result
a commission member may not be an expert in a subject matter being
considered for adoption. Further, a commission member may be making
recommendations in subject matter areas that bear no relationship to
his specialization or training,
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We believe a Curriculum Commission composed of subject matter
specialists appointed for a maximum of two years would be more flexible
than the eurrent commission structure. At least one-half of the members
would be specialists in the subject matter to be adopted with the other
members specialists for the next scheduled adoption (see Table 72A
page 804). While this change does. not satisfy completely the problem
of a commission member making textbook recommendations in areas out-
side of his specialization, it does reduee the problem. Further, appoint-
ment fm two years will allow for greater statewide part1c1pa.t1on and
serve to ‘‘renew’’ the commission more often. These proposals togethen
with the information gathered by the textbook utilization study should
provide a textbook adoption system that is better able to meet diverse
pupil needs and abilities.

2. Actuisition

Textbooks adopted by the State Board of Education are acquired
{1} through direet purchasing from the publisher or (2) through the
State Printer.

We recommend that the State Board of Education give a complete
breakdown of the allocation of the $17 828,000 requested for fiscal year
1971-72 at the time the free textbook budget 1s considered by Senate
Finance and Assembly Ways and Means Committees.

The textbook budget contains the following elements:

1. Printing: Texthook printing can be divided between (a) re-
prints of books adopted in prior years and (b) first-year printing of
new adoptions,

2. Purchasing: Texthooks are purchased directly from the pub-

- lisher in cases where the right to print is withheld by the publisher
.of an adopted text or the leasing of film positives is not competitive
with the finished book price.

3. Royelty: Textbooks produced at the State Printing Plant and
manufactured under contract with the pubhsher to lease the print-
ing plates or film positives to the state in return for a royalty as-
sessed on a per-copy basis at the time the books are distributed,

4. Warehousing: Textbook storage and distribution.

The estimated figure contained in the Governor’s Budget ($17,828,000)
gives no indication as to the allocation of the request among the ele-
ments listed above.

A New Adoption

‘We recommend that the State Board of Educatwn gwe more 6om-
plete information on (1) need for an adoption in sociel sciences grodes
5 through 8 and (2) funds guailable in the Governor’s Budget for
the proposed social science odoption at the time the adoption is con
sidered by Senate Finance ond Assembly Ways and Means committees,
Of major coneern to the Legislature is the level of funding required
for a new textbook adoptmn The grade and subject area being con-
gidered for adoption in fiseal year 197172 is social sciences grades 5
through 8. Past adoptions were in 1863-64 for grades 6 and 7, and in
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1966-67 for grades 5 and 8. The State Curriculum Commission is pro-
posing an adoption for all four grades. We believe the State Board of
Eduecation should provide more eomplete information on the need for
an adoption in all four grades,

Based on information obtained from the Department of Edueation
the original request to the Department of Finance for the proposed
social science adoption was substantially greater than the figure now
included in the Governor’s Budget. Original estimated figures are out-
lined in Table 77,

Table 77

QOriginal Estimated Expenditures for Proposed Social Science
Adoption, Grades 5-8, 1971-72

Textbooks Amount
Basic ... $4,918,310
Supplementary _ 1,430,320
Teachers’ manuals - 750,000
PBraille and large type _ 350,000
Samples, scienee, health, music 100,000

Total ... $7,048,630

According to estimates of the Department of Education approxi-
mately $15.4 million of the proposed $17.8 million textbock budget is
needed in fiseal 1971-72 for the reprint, royalty, purchase and distribu-
tion elements, leaving an estimated $2.4 million for the new soecial
science adoption. If $2.4 million is the amount available in the Gov-
ernor’s Budget for new adoptions this represents a reduction of ap-
proximately $5.1 million from the original Department of Education
request of $7.5 million. We believe more information is required in
order to appraise the. adequacy of the new adoption budget and to
reconcile the original estimated new adoption figure with the amount
available for new adoptions eontained in the Governor’s Budget.

b. Royalties :

We recommend that o formule fo determine maximum allowable
royalties for textbooks printed by the state be included on a one-year
trial basis in the language of the Budget Bill. In the Analysis of the
Budget Bill 1970-71 we recommended that the Department of Eduea-
tion make a study of the costs of royalties in relation to list prices
and production costs of the State Printing Plant and that the study
include recommendations for reducing royalty charges, This recom-
mendation was adopted by the Legislature in the language contained
in the Supplementary Report on the Committee on Conference Relat-
ing to the Budget Bill. The results of the royalty study were submitted
to the Joint Legislative Budget Committee on November 9, 1970,

In the textbook budget for 1971-72, approximately 48 percent of the
budget is requested for royalties on textbooks, At the present-time
the state has no method of eontrol over the amount of royalties charged
on adopted textbooks. If royalty charges seem excessive, the Bureau of
Textbooks and Publications in the Department of Education contacts
the individual publishers and attempts to work out a downward re-
vigion of royalties. In most instances, they are successful in obtaining
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reduced royalty charges. However, we believe a firm guideline is needed
in order to determine adequately the proper level of royalty charges.

A royaity study prepared by the Department of Education recom-
mends that a royalty formula be contained in the language of the
budget bill. Although we agree, we believe that the formula shnuld be
implemented on a trial hasis for one year,

Based on our analysis of the study submitted by the Department of
Education we propose the following language for the determination
of maximum allowable royalties:

No funds shall be available to finance contraects for basie textbooks
supplementary texztbooks or separate teachers’ manuals adopted by
the State Board of Edueation in which the royalty for any such
texthook exceeds by more than 10 percent an amount equal to the
net price of that book multiplied by the average of the ratios of
royalty to net price of all competitive books of its respective type,
basie, supplementary or separate teachers’ manual,

¢. Use Tax on Leasing of Textbook Film Positives

The State Board of Equalization has tentatively ruled that the State
Board of Education must pay a use tax on the leasing of texthook film
positives, The film positives are leased from publishers and are used by
the State Printer to make the plates used to print textbooks. The
State Board of Equalization has indieated that, because Chapter 2,
First Extraordinary Session, Statutes of 1965, amended the legal defi-
nition of a ‘‘purchase’ to add ‘‘any lease of tangible personal prop-
erty,”” leases of film positives by the State Board of Education for
texthook production in the State Printing Plant constitute a ‘‘pur-
chase’’ subject to the 5-percent nse tax.

Assuming that the Board of Education will be assessed for back
taxes and assuming that the full amount of the lease payments (royal-
ties) is assessed, there would be a one-time budget item of about $1.7
million plus interest and penalties. These taxes have accrued sinee
August 1, 1965, The use tax was 4 percent for the fiscal years 1965-66
and 1966-67 and 5 percent thereafter as shown in Table 78.

Table 78
Oomputatlon of Use Tax on Textbook Royalties
Year Royalty Tax
106566 —  $3,624,773
1966-87 eemmmma e m— ) 2,146,'320 )
 §5771,098 X 4% =  $230,844
1967-68 ____ - $8,2656,9090 .
1968-69 ____ - — 4,998,702
196970 - —— 7,778,608
1970-71 (est.) . 8,210,386
$20,243,603 x 59 = §1,463,180
$1,693,024
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The State Board of Education has protested the imposition of this
tax to the Attorney General. However, the Board of Equalization is
going ahead with the auditing of royalty charges of the publishers
involved in past textbook . adoptions to determine the tax liabilities.
A fu]l hearing before the board is tentatively scheduled for April 9,
1971, Should the results be unfavorable to the State Board of Educa.
tion, this item of approximately $1.7 million plus interest and penal-
ties would be budgeted in 1972-73 or in a later year. In addition, this
tax assessment will result in an annual eost to the state in the amount
of $100,000-$500,000 depending on the royalties paid in any one year,

Part of the assessment of a use tax against the State Board of Edu-.
eation would be a real cost to the state. One-fifth of the use tax must
be transferred to city/county governments. Therefore, there would be
a one-time cost to the state of approximately one-fifth of $1.7 million or

$339,000. In addition, the state would have the ongoing cost of paying

the city/county governments one-fifth of the annual amount of this,
use tax. This could range between $20,000 to $100,000 annually, The
remaining fourth-fifths of the tax would accrue as revénue to the state,

3. Distribution )

When the adoption process is completed textbooks are either manu-
factured by the State Printer or purchased direetly from the publisher
and are then delivered to the textbook warehouse in Sacramento for dis-
tribution to the schools. The State Printer has developed a schedule of
delivery for those textbooks manufactured at the State Printing Plant,
According to the sehedule over 10 million textbooks are to be delivered
in July and August 1971,

a. Textbook Delivery

We recommend that the State Board of Education be required to
gomplete an adoption no later than June of any given year.

We recommend that the State Printer include in his monthly report
to the State Board of Education on the “status of textbooks on order
in the Office of Stete Printing’’: (1) estimated cost of manufacture,
(2) actual cost of manufacture, (3) textbooks scheduled to be partially
or wholly manufactured outside the Stale Printing Plont, and (4)
estimated and actual cost of those texthooks partially or wkolly MR-
factured outside the Stete Printing Plant.

In the fall of 1969, public elementary schools in California experi-

_ enced shortages of state issued textbooks when instruction began in

kindergarten through eighth grades. Pursuant to a request by individ-
ual legislators who questioned the late delivery to the public scheols
during the 1969-70 school year, the Legislative Analyst prepared a re-,
port entitled A Study of the Processes of Textbook Selection, Produe-
tion and Distribution, January 9, 1970. In that report, specific recom-
mendations were made relative to ehanges or improvements in the
entire textbook process which would 1mp1 ove the timeliness of texthool

‘delivery.
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Resolution Chapter 177, 1970 Session (SCR 84), recommended that
the Legislative Analyst’s January 9, 1970, report and recommendations
concerning textbook selection, production and distribution be imple-
mented. That resolution stated in part: :

Besolved by the Senate of the State of California, the Assembly
thereof concurring, That the recommendations of the Legislative
Analyst’s report be adopted and implemented by the responsible
departments affected ; and be it further '

Resolved, That the Department of Education and the Department
of General Services shall submit to the Legislative Analyst, beginning
April 1, 1970, quarterly reports relative to progress in adopting and
implementing the proposed recommendations; and be it further

Resolved, That the Legislative Analyst shall receive said reports,
shall monitor the progress in adopting and implementing the pro-
posed recommendations, and shall prepare a summary status report
on the performance of the affected responsible departments for sub-
mission to the Senate and the Assembly of the State of California by
the fifth ealendar day of the 1971 Regular Session,

In compliance with the resolution we submitted to the Legislature

our followup report entitled Implementation of Becommendations for

Textbook Selection, Production and Distribution Processes, January 8,
1971. We assess the performance in 1970 as being an improvement over
1969, However, we are not convinced that the improved performance
resulted from implementation of recommended changes in the textbook
warehouse operation specifically or the selection, produetion and dis-
tribution process in general but rather from better communication
among all the various agencies involved, However, the late adoption of
the basic K—4 social science textbooks (Oetober, 1970) as compared
with the June 1969 mathematics adoption (a difference of four months)
conld result in textbook delivery delays in the fall of 1971.
California’s adoption system is unique among the states because of

‘the manufacture of textbotks by the State Printer. The State Printer

periodically issues reports comparing the cost of manufacture at the
State Printing Plant to manufacture by private printing firms. These
reports generally indieate that the State Printer can manufacture
textbooks for the state at a saving of 30 to 40 percent over private
manufacture.

"Much of the purported savings to the state is lost when a textbook
has to be manufactured outside the State Printing Plant. Since the
State Board of Education adopted the social science grades K—4 at the
late October date, many of the texts will have to be printed by private
printers in order to maintain distribution schedules for the 1971-72
school year. We believe the Legislature should be aware of the addi-
tional cost to the state resulting from late adoptions.

D. Food Services

The Bureau of Food Services is located within the Division of School
Administration and Finance in the Department of Education. This
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agency is responsible for administering six federal school luneh pro-
grams as well as the Duffy-Moscone Family Nutrition Fducation and
Serviees Act of 1970,

Table 79 provides expenditure for state operatwns and local as-
sistance by fund source.

- Table 79
Support for Food Services
Aotual Estimated Proposed

State Operations 1969-10 197071 1971-72
General Fund $242,930 $248,725 $211,251
Reimbursements 46,500 _—
Federal funds . 48, 7:)3 90,000 —-—

Local agsistance - 22,856, 137 _ -
General Fund 500,000 — -
State Construction Program Fund__ . - 6,000,000 _—
Federal funds 22,366,137 43,358,025 63,955,800

Total . §23,147,820 $49,738,250 $64,167,061

In the current fiseal year $6 million is budgeted from the State Con-
struetion Program Fund for the purposes of the Duffy-Moscone Family
Nutrition Education and Services Act of 1970, There is no state money
ineluded to eontinue this program in the budget year.

We recommend that the Legislature give special review to the amend-
ments of the National School Lunch Aect and their smplications for
futu're mandatory state appmpmatwn reguirements for participetion
in the food seruviges.

In 1970, Congress amended the National School Lunch Act and the
Child Nutntion Act of 1966 relative to state matching requirements
as follows:

“For the fiseal year beginning July 1, 1971, and the fiscal year
beginning July 1, 1972, State revenue (other than revenues derived
from the program) appropriated or utilized specifically for program
purposes (other than salaries and administrative expenses at the
State, as distinguished from loeal, level) shall constitute at least 4
per centum of the matehing requirement; for each of the two sue-
ceeding fiscal years, at least 6 per centum.of the matching require-
ment ; for each of the subsequent two fiseal years, at least 8 per centum
of the mateching requirement; and for each fiseal year thereafter, at
least 10 per centum of the matching requirement. The State revenues
made available pursuant to the preceding sentence shall be disbursed

~ fo schools, to the extent the State deems practicable, in such manner
that each school receives the same proportionate share of such reve.
nues as it receives of the funds apportioned to the State for the same
year under sections 4 and 11 of the National School Lunch Act and
sections 4 and 5 of the Child Nutrition Act of 1866.”

This amendment affects the state matehing requirements for Section
4 funds of the National School Luuneh Act (PL 91-248), Previous to the
amendment the matehing requirement was derived from sources within
the state on the basis of 75 percent state, 25 percent federal,
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Beginning July 1, 1971 state expenditures appropriated or utilized
specifically for program purposes must constitute at least 4 percent of
the matching requirement exclusive of salaries and administrative ex-
penses. The percentage requirement inereases on a sliding seale up-
wards to 10 percent beginning July 1, 1977 and remains at that level.
The percentage and expenditure increases in the state matehing require-
ments are as follows,

Amended
Combined Percent
State and Metehing
Estimated Local Requirement Hstimated

Federal Matching  (Bzclusively  Stale
Punds®  Reguirement Sitale) Reguirement

Fiscal Yeor {million ) {million) Percent {million)
97172 e $10.5 $31.5 4 $1.3
1972-78 . P 10.6 315 4 . 1.3
197874 e 10.5 315 6 1.9
1974-TH e 10.5 315 6 1.9
1975-T6 oo 105 - 815 8 25
197677 e 105 31.5 8 2.5
1977-78 and

thereafter ________ — 10.5 31.5 10 32

1 The Department of Education estimates that $10.5 milllon will be received in 1971-72. For purposes of this
table we do not show any progressive increase in federal support.

The full impact and consequences of the state not meeting the mateh-
ing requirement is not known and the Department of Hdueation has
requested a clarification.

The Department of Education has estimated a surplus of $2.3 million
in the Duffy-Moscone Family Nutrition Edueation and Serviee Act.
Existing federal regulations are unclear as to whether or not the sur-
plus ean be applied toward the state requirement of the National School
Lunech Act.

Table 80 provides loeal assistance expenditures by program ecm-
ponent for both state and federal funds,

Three of the six federal programs administered by the Bureau of
Food Services (School Lunch, School Breakfast, and Special Food
‘Service) provide complete meals, either breakfast or lunch while the
remainder (Special Milk, Special Assistance to Needy Children, and
Nonfood Assistance) provide additional or speeial assistance, The Spe-
cial Assistance to Needy Children program provides funds for free or
reduced-cost meals for school children from low-income areas who are
unable to pay the full cost of a school lunch or breakfast.

In addition to the federal programs, free and reduced price meals
have also been available through the Duffy-Moscone Family Nutrition
Bducation and Serviee Aet of 1970,

Table 81 demonstrates the participation in these food service pro-
grams and shows the rapid inerease in the number of pupils receiving
free or reduced price meals,
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.Table 80
Food Services Local Assistance Expenditure by Program

Aciual Fstimated Proposged

General Fund
Adropriations 1969-Y0  1970-71 197172

Chapter 1577, Statutes of 1969 __._ $500,000 - _—
Unexpended balance .
' estlmated SAVINES i - - -

Totaly, Expenditures . comeerimeees £500,000 — —
State Construction Program Fund i .
Appropriations
Chapter 452, Statutes of 1970 (Fam-
ity Nutntwn Baucation and

Service Act) —~ $6,000,000 -
Fotals, Expenditures e ——cmmae e 36,000,000 —
Federal funds
_Appropriations
Federal grante for:
School lunch $6,305.640  $8,500,000 $10,588,306
Special milk : 9,300,000 8,900,000 11,185,900
School breakfast . _____._ 285,865 402,000 502,800
Special assistance to needy ch11dren 6,044,200 17,500,000 39,390,500
Special food service _ oo 330,000 471,000 588,300
Nonfood assistance . .om—eoeca—a 380,780 1,000,000 1,250,000
Food and nutrition serviees —____. 152,581 490,025 © 300,000
Administration — oo 50 4468 90,000 150,006
Totals available oo $22.889,462 $37,358,025 $63,955,800:
TUnexpended balence, :
estimated savings oo —533,325 —— _—
Totals, federal funds e ___ $22,356,137 $37,353,025 $63,955,800
TOTAL $22,856,137 $43,353,025 $63,955,800
Table 81

Comparison of Food Service Participation by Program
Novembar 1969 to November 1970
Number of Average duily Average daily Daily free

Programs ) sohools attendance participalion aendreduced

National School Lunch

November 1970 o __ 5,116 2,055,182 1,116,482 504,654

November 1969 ____.____ 4,290 2,265,925 862,195 154,362

Percent increase ————-_—— 19.29; 30.4% 29.5% 226.9%
School Breakfast :

November 1970 _______ 228 181,191 52,974 52,248

Novembher 1969 —ooee__ 96 107,802 11,141 9,957

Percent increase ————___- 135.49%; 68.1% 875.5% 424.7%

Special Food Service
Program for Children

November 1970 . ——__ 72 - 8,091 6,681 6,569
November 1969 _______ 17 1,048 2,547 2,695
Percent incrense —ee-———— 32419, 194,99 162.:3% 153.29%
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" Program No. VIt

LIBRARY SERVICES
: Vol. IV p. 56 Budget p. 260

Requested 1971-72 $9,637,096

Estimated 1970-71 9,684,115
Actual 1969-70 5,227,684

Requested Decrease $47,019 (0.5 percent)

The Library Services program is composed of those activities of the
Department of Education which are directed toward gereral library
gervices to the publie, basic reference services for the Legislature and
the Executive Branch of government and the maintenance of historieal
material relating to California. It algo administers the state and fed-
eral programs for public library development which are intended to ex-
tend and Improve public library services statewide. The program is com-
posed of three elements which are shown with costs in Table 82,

Table 82
Library Services

Actual  Hstimated Proposed
196870 1970-V1 197112

A. Resources and services oo $1,818,900 $2,086,564¢ $2,259,724
B. Advisory and researeh __..________.__ ' 192,266 238,013 242,125
C. Administration 8,221,609 7,408,548 7,185,247

Totals : | $5,227,68¢  $9,684,115  $9,637,096

Table 83 provides expenditure in terms of state operations and local
assistance with indicated funding sources.

Table 83
State Operations and Local Assistance _
Actual Bstimated Proposed

State operations 1969-70. 19011 197112
General Fund $1,814,420 $1,944,791  $1,897,000
Federal funds .. 19788713 6,511,130 6,709,945
Reimbursements 188275 228,194 230,151
Subtotal - - $3076,088 $8,684116  $8,987,096

Locsal assistance ' '
General Fund $1,251,616 $1,000,000 $800,000

Totals $5,337,684 §0,684,115 $9,637,006

Table 84 compares the library services program to its sources of Gen-

eral Fund appropriation,

Tabhle 84
Library Services
Tiem number Title Amount
State operations—268 e State Library - $1,897,000
Local assistance—277 e eeae——_.. Asgistanee to public libraries 800,000
Total . e $2,697,000
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A. Resources and Services

This element (1) serves as a research and reference center to state
government, {2) provides interlibrary loan serviee, (3) provides the
services of purchasing, cataloging and classifying books for libraries
not able to earry out these operations efficiently in their own organiza-
tions, {4) acquires catalogs, classifies and distributes library materials
made available under Title I of the Library Services and Construction
Act for approximately 60 libraries subseribing to the service, (5) serves
as a depository for federal documents, (6) maintaing a colleetion of
historical material relating to California, (7) maintains legal reference
material for use by the Legislature, the beneh, the bar, law enforcement
agencies and the publie, and (8) provides books for the blind and the
physically handicapped.

Table B85 provides a breakdown of expenditures by year as well as
sources of funding for this element.

- Table B
Library Services Actual and Estimated Expenditures
Actual Hatimoted Proposed

Support ' 1969-10  1970-v1  1971-72
General Fund __ $1,377,744  $1,486,186 §1,519,445
Federal funds 252,800 322,174 510,128
Reimbursements 183,276 228,194 230,151

Totals | $1,813,900  $2,036554  $2,260,724

An increase of 4.5 p051t10ns is shown in the proposed budget request
for 1971-7 2 The request is based on anticipated workload inerease Im
the processing center function of this element.

On January 1, 1971, the State Library stopped all direct loans to
persons living in the Sacraménto postal zone area and from the Sutro
Library to individuals in San Franciseco. The termination of service
does not apply to California state employees and officials. Library ma-
terials will continue to be available to all residents of the State of
California through interlibrary loan.

Justification for this action was given by the State Library as neces-
sary to maintain the **, . . quality and speed of its interlibrary loan
and reference serviee, . . .”’ The explanation also states that *‘, , . the
State Library and its Sutro Branch will then be providing service
statewide on an equal and similar basig to all areas of the state,”

B. Advisory and Research

This element provides consultant services to the state’s 196 libraries,
The consultants advise local libraries regarding the planning and con-
struction of new faecilities and make surveys of loeal library require-
ments. The element is partially responsible for implementing the
California Public Library Services Act and for coordinating and super-
vising projects authorized under the federal Library Services and
Construction Act. :

Table 86 provides expenditures by year as well as source for this
element,
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Library Services—Continued
Table 86
Advisory and Research Support
Actual Bstimated Proposged

“Support 1865-70 1970571 197172
General Fund $140,325 | $149,414 $146,608
Federal funds 51,941 88,5699 95,517

Totals ... , $192,266 $238,013 $242,125

- The programs coordinated and supervised by this element are sum-
marlzed below.

1. Public Lebrary Services Aect of 1963 (Chapter 1802). The Li-
brary Services Act is designed to improve local library services by
encouraging the establishment of cooperative library systems. The pro-
gram originally authorized two types of grants; planning grants and
establishment grants designed to encourage local units to form co-
operafive systems, and per capita grants to partially defray the cost
of improved services provided by the regional library systems. Chapter
97, 1966 Statutes, amended the program by eliminating the planning
grant and by establishing an equalization aid formula for the alloca-
tion of state support.

The amendments also modified a provision of the law which limited
state support to a maximum of 2 percent of the total operating expenses

* of California’s public libraries from funds received from local soureces
- and substituted a sliding scale limitation which inereases in annual

inerements from 6 percent in 1967-68 to 10 percent in 1969-70. Cur-
rently, there are 21 library systems, composed of 15 multiple library
systems and six single library systems, in California, serving an esti-

‘mated population of 18,540,668 in 1970-71.

A sum of $800,000 is proposed for subventions to local libraries for
establishment and per capita grants in 1971-72 which is a decrease
of $200,000 below the current level of state support. Table 87 shows
the number of library systems, the state subventions for assistance to
public library systems, the population served by library systems, and
state support per capita served by the library systems in California
for fiscal years 1967-68 through 1971-72.

Under the proposed budget, state support per eapita would decrease
from the current level of $0. 054 to $0.042, The number of library sys-
tems is. projected to remain the same in 1971-72. Population served by
the library systems shows an increase durmg 1970-71 mainly due to
independent public libraries jolning existing library systems.

The proposed subvention of $800,000 for this activity is shown in
element C. Administration of this program on page 821,

2. Library Services and Construction Act. This is a federally fi-
nanced program authorized by PL 89-511 and is designed to improve
local library servieces, The titles of the act are:

Title I (Services). This title provides federal funds to extend and
improve library services in areas without local libraries or with sub-
standard services. Funds are used for the purchase of hooks, materials
and for state level administration. In 1970-71 it is estimated that Cali-
fornia will receive approximately $2.7 million for Title I projects.
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Table 87

Numbér of Library Systems, Amount of State Subventions, Population
of the Library System and State Support per Capita for

Fiscal Years 1967-68 Through. 1970-71

. Population State
. Number of ~ State of the support per.
Fiscal year library systems - subventions Hbrery syalems captia
198768 v 20 $800,000 14,921,059 $0.054
196869 e 21 1,200,000 16,412,331 078
196970 - 21 1,251,616 17,656,407 071
197071 21 Cest.) 1,000,000 18,540,668 est.) 054
197172 e 21(est.) 800,000 18,952,593 est.) 042

Title IT (Construction). This title provided federal assistance for
eonstruction of library facilities through fiseal year 1967-68 with ap-
proximately $1 million being carried over into 1968-69. There were no,
funds for construction purposes for fiscal years 1969-70 or 1970-71
and none are projected for 1971-72.

Title I1I (Interlibrary Cooperation). This title was enacted by the
1966 Congress and seeks to encourage codperation between local
libraries. Presently funds are being used to support a program designed
to improve library services for business and industry, to support library
_ workshops and to finance expanded library services.

Title IV, Also enacted by the 1966 Oangress This title provides fed-
eral assistance for two purposes:

Title IVa (Institutionel Library Services). This title iz presently
ﬁnancmg seven demonstration projects demgned to promote coopera-
tion among state institutions, to provide improved llhrary services and
to provide consultative service to state institutions,

‘Pitle IVD (Services for Physically H andwa@ped) This title is being
implemented by improving the State Library’s collection of material
for the blind and physically handicapped and by establishing a pilot
program in a local library to demonstrate the need for adequate library
programs for the handicapped.

The Library Services and Construction Act was amended by the 91st
Congress in 1970, Titles IVa and IVDb begmnmg in 1971-72 w111 be
operated and funded under Title I,

C. Administration .

This element has the responsibility for administering and directing
all activities of library services as well as coordinating with other ad-
ministrative and service agencies of the state and loeal jurisdictions.

Table 88 provides expenditures by support and local assistance as
well as by source.

Table 88
Library Administration and Local Assistance
Actual BEstimated Proposed
1969-70 1970-71 . 187172
Support 7
General Fund $296,3561 © $309,191 $280,947
Federal funds 1,673,642 6,100,857 6,104,300
Loeal assistance - .
General Fund . __ 1,251,616 1,000,000 800,000
Federal funds : —_— -— -
Total ; : $3,221,509 $7,409,648 $7,135,247
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Program No. Viil

DEPARTMENTAL ADMINISTRATION
Vol. IV p. 59 Budget p. 261

Requested 1971-72 —_— - $4.,722958
Bstimated 1970-71 e 4.716,695
Actual 1969-70 _________________________ PR 3,161,056
Requested inerease $6,263 (0.1 percent)
: Analysis
SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

1. Divisional Administration. Transfer $88,400 plus operat- 824
tng expense and steff benefits, Recommend transfer from special
schools for the handicapped (Item 266) to Divisional Administra-
tion (Item 263) to support physician and surgeon contract
services, :

2, Fiscal Office. Reduce $12,576 plus staff benefits, Recom- 825
mend deletion of one associate budget analyst. )

3. Fiscal Office. Recommend Legislature require the Depart- 825
ment of BEdueation to submit a plan for the consolidation of all
fiscal activities in the fiseal office to the Joint Legislative Budget
Committee by November 1, 1971.

4. Management Analysis Office. Augment $17,000, Recom- 826
mend gugmentation to eontinue management analysis funetion.

5. Data Processing. Recommend special legislative -review. 827

Departmental administration, program number eight in the Gov-
ernor’s Budget, contains the administrative and management functions
of the Department of Edueation, Included are the expenses associated
. with the Education Commission of the States, State Board of Educa-
tion, and the Exzecutive, the administrative expenses of each of the
other programs, departmental administrative funetions, which are or-
ganizationally found in the Division of Departmental Administration,
and the serviee functions of data proeessing and publieations.

Support for these functions are reviewed in Table 89.

Table 90 reviews funding by sourece for Departmental Administra-
tion. o

Genersl Fund support of $1,363,930 for Departmental Administration
is appropriated in Item 262 for the Education Commission of the
States and Item 263 for the General Activities of the Department of
Education.

A. Educational Commission of the States

The Educational Commission of the States was organized in 1965
‘to encourage interstate cooperation and communication ainong execu-
tive, legislative and professional personnel concerning methods of im-
proving publie education. California joined the commission on July 1,
1966, with the ensctment of the Interstate Compact for Eduecation
{Chapter 148, Statutes of 1966). California’s representatives on the
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Table 89
Departmental Administration
Actual BEatimated Proposed

Summary of Program Reguirements . 196970 1970-71 1971-7¢
A. Education Commission of the States  $22,684 $24,100 $24,100
B. State Board of Educatlon emmmmme— - 48,012 54,134 55,500
,C. Executive __. il BlTIA 566,230 761,453
D, Divisional admm1§tra.t10n _____ 363468 358,977 489,453
E. Legal office : 137,752 106,301 197,200
F. Fiscal office - 743,004 697,465 791,552
.G, Management analysis office —______ 18,320 17,100 -—
H, Personnel and training office __.._.. 193,883 214,380 214,400
I. Publications 234,665 248,150 —

(Direct eharges) oo ——ommmmmem — — 221,300
J. Data processing BE2,687 1,051,358 376,800
(Direct ‘charges) o _____ —- 1,288,000 1,091,100
State fiscal and administration :
pro rata charg,es _______________ - _— 500,100
~Total $3,161,056 $4,716,605 $4,722,058
Table 80

Funding by Source for Departmental Administration
Actual Batimated Proposed

-State Operations 196970 1970-11 197172
General Fund $1,875,968  $1,763,012 $1,363,930
Federal funds __.. -—_ 957648 808,782 1,194,000
Reimbursements _ 327,430 2,154,901 2,165,028

Total $3,161,0686 $4,716,605 = $4,722,958

commission inelude the Superintendent of Public Instruction, a mem-
ber each of the Assembly and the Senate, the Governor, a member of
‘a local school board, and one representative each for public and private
institutions of h:gher education,

As orlgmally enacted, California’s participation in the commission
was to expire Deeember’ 31, 1969. Chapter 1538, Statutes of 1969, ex-
tended state partmlpatlon until December 31, 1973 and provides ‘that
the Legislature shall review participation in the Compact for Education
.at that time,

B. §tate Board of Education

The State Board of Education is established by Division 2, Chapter
1, Article 1 of the Education Code, which states that the board shall
consist of 10 members appointed by the Governor with the advice and
consent of the Senate. The eode authorizes the state board to exercise
‘broad econtrol over the state’s public educational system. Budgeted
support provides for the salary of a special assistant to the state board,
appropriate elerical assistance and the travel and related expense of
the members of the board.

C. Executive

The Executive Unit of the Department of Edueation containg the
office of the Superintendent of Public Instruetion, the Chief Deputy
Buperintendent of Public Instruction, assistant supermtendent and
the special assistant to the supermtendent plus clerical assistance.
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Departmental Administration—Continued
- D. Divisional Administration

i This element represents the composite amounts budgeted for admin-
istration in each of the divisions of the department.

We recommend that $88,400 plus eperating expense and staff bene-
fits be transferred from the budgets of the Special Schools for Handi-
capped Children (Ttem 266) to Divisional Administration for Special
Education (Item 263) to support physician and surgeon conmtract
services.

The budget proposes to delete a physician and surgeon IT and a
secretary I plus operating expense and staff benefits at a total saving
.of approximately $37,000. We opposed the establishment of this posi-
tion when proposed in the 196667 budget and pointed out at that time
the services of physicians were provided at the state special schools.
We further stated that the department might more effectively use
funds for physician services which are authorized on a contract basis.
We therefore coneur with this deletion.

Table 91 reviews the level of physician services budgeted at the

State Speeial Schools.
Table 91

Physician Services at State Special Schools Proposed 1971-72
- Balery and Wages

School - Positions amouni
California Schools for the Deaf and Blind, Berkeley____ 0.8 $20,997
California School for the Deaf, Riverside__ 0.2 6,491
Diagnostic School for Neurological Handieapped Chil-

dren, Northern California 1.0 27,456
Diagnestic School for Neurological Handicapped Chil- .

dren, Southern California - Lo 27456

3.0 $88,400

These figures demonstrate that the budget as submitted ineludes 3.0
physician positions at a state General Fund cost of $88,400 plus oper-
ating expense and staff benefits. It is important to note tliat, while these
services have been provided, a substantial number of the pupils at the
special schools have had family paid medieal insurance programs, re-
ducing the need for on campus treatment,

We_ believe that the deletion of the department’s physician and
surgeon IT could affect the Department of Education’s ability to advise
districts of the complex state requirements for programs for physically
and mentally handieapped children. We would suggest, however, that
an adequate level of service can be provided by a more effective deploy-
ment of existing resources, Specifically, we would recommend that thé
salaries and wages for physician and surgeon service be transferred
from the speeial sehool budgets to the divisional administration pro-
gram as contract services. In this way the department can in the budget
year use these resources where priorities dictate, whether in the State
Department of Education to advise districts or at the state special
schools. :

The budget also proposes a reduetion of 2 clerieal positions from the
Division of Instruetion. Table 92 compares the administrative elerical
assistance in each of the administrative units of the divisions of the
department.
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“Table 92
Clerical Positions of Divisional Administrative Units
Unit Pogitions
Division of Publie Bchool Administration : 2.0
Division of Special Education 5.3
Division of Compensatory Edueation 25
Division of Instruction _. . ... . 9.2

1t will ;be noted from Table 92 that the Division of Instruction has
the largest complement of clerical assistance in its administrative unit
~and that even the proposed reduetion of 2.0 positions will still leave T2
‘positions. '

E. Legal Dificp .

The department’s legal office provides advice to the Supermtendent
of Public Instruction, departmental stafi and the State Board of Educa-
tion. '

“F. Fiscal Office

The fiscal office located in the Division of Administration provides
aceounting and budgeting services to the entire department, A total of
62.9 positions is proposed to perform this functlon This econtinues the
existing level of service.

We recommend the consolidation of all departmenial budget analyst
functions in the fiscal office and the deletion of one associate budget
analyst for o General Fund sovings of 312,576 plus staff benefits.

‘We recommend that the Department of Education be directed o sub-
mit o plan for the consolidation of all deportmenial fiscal activities
within the fiscal office to the Joint Legislative Budget Committee by
November 1, 1971. The Department of Edueation’s fiscal control is di-
vided into two general parts: (1) the fiscal office, which provides ac.
counting, bookkeeping staiements and business servieces plus budget
planning and administrative analysis, and (2) the fragmented fiscal
Activities which are located in the various operating units. Table 93
reviews the fiseal pos1t1on authorized outside the department’s fiseal
office for budget preparation and analysis.

Tahle 93
Budgetary Positions of the Operating Units of the Depariment of Education
Unit R . Positions

Division of- 8peeial Education -

Assgociate budget analyst
Office of Compensatory Education

Assistant budget analyst.

Accounting technician
“Title III ESEA

Associate budget analyst.
Yocational Education

Coordinator of fiscal affairs_.___

Asgistant budget analyst

HE M D e

This apparent duplication of budgetary duties has historically de-
veloped from certain individual requirements of the state special schools
and federal programs. We believe that this fragmentation of respon-
sibility is uneconomical and that steps should be taken to centralize fiscal
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planning in the department. We believe that this could be done imme-
diately with the budget analyst functions.

The fiscal office takes responsibility for the budget preparation yet
certain operating units prepare budget submissions independently, This
contributes to a lack of direction and accountability, We believe that if
these functions were consolidated in the fiscal office; the elimination of
existing duplications in special education and federally -financed pro-
grams would reduce the need for one associate budget analyst position
If)or a;ﬁ General Fund saving of $12,576 plus operating expense and staff

enefits,

‘We believe that further improvement and economies can be made by
the full consolidation of the departmental fiseal function, However, a
degree of planmng is required to accommodate the varied procedures
of the various federal programs. We therefore propose that the De-
partment of Education be instructed to submit to the Joint Legislative
Budget Committee by November 1971 a plan for the consolidation of
all fiscal functions in the 1972-73 budget.

G. Management Analysis Office

We recommend that the dbudget of the Department of Education be
augmented by $17,000 to continue the function of the manegement
analysis office. The management analysis function of the Departmental
Administration program provides the leadershlp of the department in
the development of policies a wide variety of subjeets from program
organization to space utilization. This responsibility in the department
has recently been reappraised and upgraded. The function was split
from the fiscal office with responsibility directly to the departmental
administrative service officer.

The budget proposes to eliminate this funetion by deleting an asso-
ciate management analyst and related operatmg expense and staff
benefits. We believe, however, that this position should be continued.
The department at present has no formalized administrative procedures
and is lacking in efficient management practices. Consequently, we
recommend the continuance of the Management Analysis office at a
total additional General Fund expense of $17,000.

H. Personnel and Training Office

We recommend approvel of the amounts budgeted for personnel and
training. The personnel office of the department prepares necessary
forms for personnel transactions, attendance, reports and payroll. In
addition, this unit provides management services on personnel matters
and supervises the in-service training program,

I. Publications

The publications unit provides editorial assistance to the department
plus compilation of the Directory of Administrative and Supervisory
- Personnel of California Public Schools, The budget proposes the dele-
tion of the Chief of the Bureau of Publications and related clerical
assistance for a total General Fund saving of $30,000. It is anticipated
that through reorganization of the publications funetion this reduction
can be accommodated without a reduction in the level of service,
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J. Data Processing (Information Systems and Comﬁuter iJtilization)

This element is composed of departmental utilization of computer
technology and the implementation of a statewide education informa-
tion system.

We recommend o special review by the fiscal cammzttees of the issues
concerned with the information system requirements of public educa-
tion and the effective utilization of electronic data processing by school
districts and the Department of Education. In past analyses and special
reports, we have discussed and made recommendations regarding the
need for development of an adequate information system to serve school
distriets, the Department of Education and the Legislature. The prog-
ress in this entire area has been extremely slow with few conecrete
results. A statement of the primary issues and brief summaries of each
problem concerning departmental data processing follows.

1. Absence of a Statewide Reporting and Information System. Dur-
ing the past 10 years, the Department of Education has been preoceu-
pied with developing a series of computer systems and programs for
school distriets. Therefore, the department has not accomplished what
should have been its No. 1 priority, the development of a uniform
statewide reporting system and the development of a data base to
support an information system, In. past analyses, we have been critical
of this allocation of priorities and have stressed the need for the
common identifieation and coding of data elements, for an analysis of
user information requirements, and for the Department of Education
to serve as the colleetor of common data,

2, Little Progress in Stetewide Dota Uollectw'n ‘We have recently
exammed the data collection problem and find that there are 34 units
in the Department of Edueation which send out 800 forms annually
‘and collect 5,360 items of data. A recent report (Aungust 1970 by the
Department’s Advisory Committee on Integrated Data Processing)
stated that there is no control point within the department for eol-
leetion or dissemination of data. Different bureaus make identical but
separate requests for data from local distriets.

3. Individual Acquisition and Utilization of Computers. We are in-
formed that another survey by the above advisory eommittee to be
released in late February 1971 will show that currently 121 school
districts operate their own computer systems. Of these, 63 are K-12
districts and 38 are junior college districts. One-half the K-12 distriet
computers are obsolete second-generation machines in need of upgrad-
ing. Total expendltures by individual districts for EDP total $18.8
million, of which $9 million is for personnel.

4, Reg@onal Center Development. Another approach to eduecational
data processing has been the development of regional educational data-
processing centers. There are currently 11 centérs providing services
on a regional basis to school districts. The total budget for these cen-
ters is $3.7 million,

5. Department of Finance Study. We understand that the Depart-
ment of Finance has studied the utilization of EDP by school distriets
in its recent survey of the management of public schools. To date, we
have seen no published report resultmg from this survey other than
accounts in the press,
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6. The Development of CEIS. Much publicity and diseussion have
been generated about the development of the California education
information system (CEIS). It is the emphasis on the element of CEIS
which provides computer programs to local schools that has hampered
the development of the statewide reporting system deseribed in No. 1
above. The earlier versions of CEIS processed only pupil personnel
data and were designed for computer systems using magnetic tape.
Currently, new random-access oriented systems are being designed and
programmed for both pupil personnel and business systems (payroll,
budgeting, accounting, personnel records, ete.).

These two systems which have been developed by a private eontractor
will be ready for pilot test in April 1971 and operational in July 1971,
‘This project has. already experienced econsiderable delay and school
"distriets in the past have been disappéinted by the performance of
the department in releasing thoroughly tested and workable computer
progress, However, if the systems imeet the design specification, Cali-
fornia school districts could have aceess for the first time to a uniform
library of standard eomputer programs.

7. The Development of the California Educotion Information Man-
agement System (CEIMS) Completed in June 1970 by a Private Con-
tractor. This system is intended to audit and edit data from school
distriets and build a common data base for use by the department and
the Legislature, However, with the exception of the state testing pro-
gram, there is no uniform flow of data into the department, Therefore,
the mission of CEIMS becomes impossible in the eurrent environment.

8. Expenditures for CEIS and CEIMS Development. To date,
$1,148,000 in federal funds, $222.000 in state general funds and
$69,000 in county school service funds have been expanded to develop
and program CEIS. This represents a total investment through April
1971 of $1,614,000. To develop CEIMS, a total of $527,674 of ESEA
Title V funds have been required,

Tt is evident that a substantial investment has been made in systems
design and programming for these systems. With regard to utilization
by sehool distriets, it is apparent that if school districts do not utilize
these programs in their individual eomputer installations or obtain
service from regional eenters which use the CEIS package, this devel:
opment effort will have beeh in vain and schools will be faced with
individually developing systems and programs.

9. Departmental Data Processing. It became clear to the Legisla-
ture during the 1969 and 1970 sessions that the Department of Educa-
tion was underutilizing and inefficiently managing its own computer
facility. Based on our analysis and a private consultant’s report, we
issued a report Supplemesitary Informution—Depariment of Education
EDP Budget to the fiscal eommittees on April 17, 1970. In this report,
we recommended that the responsibility for managing the computer
facility be removed from the department. This recommendation was
aceepted and funds were transferred to the Department of General
Services to permit it to operate educations’ computer as a ‘‘shared
gomputer utility’ with the Department of Eduecation as a customer.
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10. Education Information Suppoert. No funds are provided to sup-
port the Bureau of Information Systems which ‘coordinates departmen-
tal data proeessing with the Department of General Services and is
regponsible for the development and dissemination of the CEIS package
to loeal schools and the CEIMS package in the department. A total
of 15 authorized positions.have, therefore been deleted frox the budget.

11. Inability to Disseminate and Maintain CEIS. If the CEIS pro-
gram proves to be an acceptable and workable package to install on a
statewide basis, the elimination of funds from the budget for the
Bureau of Information Systems makes it impossible for the department
fo accept this responsibility, We continue to question whether the total
responsibility of such a program should he a function of the depart-
ment and further, whether the cost is a logieal state expenditure, If
districts are the prineipal benefactors, perhaps dissemination and main.
tenance should be finaneed by an allocation from the subventions to
local school distriets. This question and many others must be answered
if this issue is to be successfully resolved.

From the above, it is apparent that the department, school dlstrlcts
and the Leglsla.ture face a critical problem with respect to the availa-
bility of 1nfo&at10n and the utilization of EDP technology. The
emergence “of a program planning and budgeting system for sechools
will compound the problem.

* The numerous commissions, advisory committees and task forces
working on the problem w1th1n the edueational community ereates an
unwieldy strueture that makes positive action difficnlt, if not impos-
sible. Therefore, we recommend that the concerned agencies in publie
education together with the Department of Finance, Office of Manage-
ment Services and the Legislative Analyst organize the facts and make
concise recommendations in order that the policy and fiscal eommittees
of the Legislature can arrive at a satisfactory solution to this problem.

Subventions for Education
CONTRIBUTIONS TO TEACHERS’ RETIREMENT FUND

Ttem 279 from the General Fund Vol, IV p, 125 Budget p. 264

Requested 1971-72 $26,000,000

Estimated 1970-71 91,000,000

Actual 1969-70 79,000,000

Requested decerease $65,000,000 (71, 4 percent)

Total recommended increase ..___ $72,000,000
Anelysis

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS page

Provided that basie legislation is enacted to place the State 833
Teachers’ Retirement System on a more nearly funded basis
(similar to AB 1307 of the 1970 session), we recommend an
augmentation of $72 million. This would eliminate the need to
use eontingeney reserve funds in the budget year, and save $78
million in General Fund repayments costs over the next 30 years.
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. GENERAL PROGRAM STATEMENT

In 1944, the Legislature, in establishing the State Teachers’ Retire-
ment System (STRS), recognized that the system was actuarially
unsound and that the assets of the transferred system were insufficient
to meet its obligations. The Legislature therefore provided in a declara-
tion of financing policies (Section 13804 of the Education Code) that
(a) all benefits in respect to service rendered prior to July 1, 1944,
which cannot be met by assets of the State Teachers’ Retlrement Fund
shall be prov1ded from contributions by the state, and (b) all benefits
for service following July 1, 1944 shall be provided from member
contributions and publie contrlbutmns on an approx1mately equal basig.

The income to the Teachers’ Retirement Fund is derived from four
sources: (1) the state General Fund, {2) employing school distriet
contributions, (3) inierest from investments, and (4) member contribu-
tions. All teacher contributions when received are deposited in the
retirement fund and invested in bonds and mortgages. These contribu-
tions are credited with 4 percent interest ineome anmually, and every
member has the right to withdraw his eontributions and eredited inter-
est at any time.

The interest income earned on the investments of these teacher con-
tributions which is not credited to teacher accounts {4 percent), and
which is not apphed to the costs of administration ($598,543 in
1969-70), remains in the retirement fund as a contingency reserve.
‘This contlngeney reserve Hag been established ‘‘as a reserve against
deficiencies in interest earned in other years, losses under investments,
and other contingencies,”’ (Section 13918 6f the Education Code). In
fiseal year 1969-70, the net balance of interest earnings which was

-added to the contingency reserve following the subtraction (from the

total interest earnings of the fund) of investment losses, interest
credited to membetrs, and administrative expenses amounted to
$11,098,371. This brought the total balance of the contingency reserve
to $72 496 154 in 1969-70. ‘
Payment for current benefits in force is made from members’ con-
tributions for their own retirement, from General Fund appropriations,
and from payments made by the employing school districts. School
district payments for current benefits are assessed at 3 percent of
salary plus $6 per teacher semiannually. These payments, together
with members’ contributions for their own retirement, constitute only
about ohe-half the current benefits which the system is required to pay.
The state has obligated itself to pay the remaining sum, which amounted

-to $79 million in 1969--70,

Because payment for retirement benefits is normally derived from
members’ contributions for their own retitement and matching em-
ployer contributions, General Fund expenditures for the payment of
such retirement benefits is considered a subvention to the loeal school
distriets for costs which these distrietswould otherwise normally incur.
Table 1 illustrates the increasing state share of benefit payments re-
quired to be approprlated from the General Fund to the retirement

- fund.
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TFable 1
State Obligation to the Retirement Fund
Total benefit payments

Retirement Fund

State share of

excluding refunds benefit payments

Year (in thousends) (in thousandsh
1966-67 - $119,962 $56,182
1967-68 139,856 69,260
196860 ___ 151,748 71,500
1969-70 - 168,248 79,000
1970-71 (estimate) 184,945 91,000
197172 (estimate) 203,435 98,000
107475 {estimate) 271,024 144,637
1979-80 (estimate) 438,412 271,585
1984-85 (estimate) 705,521 485,599
1989-90 (estimate) _.___._.___. 1,121,432 634,816

In addition to the increasing state share of benefit payments, there.’
has been a rapidly increasing aecrued liability. In 1966, independent
actuaries completed an actuarial evaluation of the Teachers’ Retirement
Fund for the Joint Legislative Retirement Committee. Their report
concluded that the retirement fund’s unfunded acerued liability,
which is a state obligation that must eventually be paid, “was
$3,618,826,782 as of June 30, 1966. At the present time, it is estimated
that this liability amounts to more than, $5 billion. As shown in Table
2, there has been a staggering growth in the system’s unfunded liability
since the first actuarial valuation was made in 1919,

Table 2
The Amount of Unfunded Accrued Liability

Date of valuation Unfunded accrued ﬁability

1919 . $25613,707 .
1924 - 82,848.453
1927 — - 47,635,710
1964 e 2124274205
1966 e ———_ 3,613,826,782

ANALYSIS AND RECOMMENDATIONS

The difference between member and school distriet payments and the
estimated cost of benefit payments in the budget year is approximately
$98 million. In past years, this deficit has been met solely by General
Fund expenditures. In the budget year, however, it has been proposed
that the General Fund contribute $26 million toward the cost of bene-
fit payments, and that the remaining amount be funded by $72 million
from the State Teachers’ Contingency Reserve Fund.

The stated rationale for this proposal is (1) that the contingeney
reserve has not been used to cover the actuarial losses which the sys-
tem has experienced, primarily due to unanticipated salary increases,
and (2) that the General Fund has subsidized this contingency reserve
by paying the increased amounts in current benefit payments which
ghould have been paid by the contingency reserve. Thus, it is con-
tended that the General Fund contribution for the budget year is
merely an adjustment for overexpenditures in past years.

A special actuarial study made for the Joint Legislative Retirement
Committee in 1969 concluded that the contingency reserve should be
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charged for part of the actuarial losses attributable to these unantici-
pated salary increases. It specifically recommended, however, against
applying the entire amount of the contingency reserve to reduce the
state contribution for a specific year. N

If the system is eontinued on its present ‘‘pay-as-you-go'’ method
of financing, the actuarial firm recommended two different but similar
approaches which would liguidate the balance of the contingency re-
serve in approximately 13 years. This would be achieved by applying
an amount equal to 10 percent of the reserve toward reducing the Gen-
eral Fund appropriation each year. All interest earnings in excess of
the 4 percent interest rate which is credited to member accounts wounld
continue to be credited to the reserve (or its successor) and would also
be used to defray part of General Fund expenditures each year. This
method would provide some savings to the General Fund in the amount
equal to the interest earnings on the declining balance of the contin-
geney reserve, It would also preserve the current pattern of state ex-
penditures for this program. :

The main thrust of the actuarial study, however, and of recent legis-

~ lative proposals, has been to put the State Teachers’ Retirement System
on a funded basis. If this were to be accomplished, the study recom-
mended that the assets of the contingency reserve be transferred to the
total assets of the system to reduce the unfunded liability of the sys-
tem. The annual minimum state contribution would then be reduced by
an amount equal to the interest. earnings of the reserve balance. The
State Teachers’ Retirement System has made a similar, though not
entirely like proposal, which would do much the same thing. _

We believe that it is necessary to place the State Teachers’ Retire-
ment System on a more nearly funded basis. The one-time windfall
which the General Fund may realize in the budget year through the
use of the contingeney reserve will not alter the fact that General Fund
expenditures for the support of benefit payments are expected to rise
to more than $634 million in fiscal year 1989-90. This is almost seven
times the General Fund expenditure which was made in the current
year for the support of this program. -

In 1970, legislation was proposed (AB 1307) to put the system on a
more nearly funded basis by requiring the state to pay the full em-
ployer cost of all benefits in foree on the operative date of the bill, apd
for the school distriets to finance the full employer cost for serviee
eredited after that date. This legislation ealled for an annual (General
Fund expenditure of $125 million for 30 years, after which time Gen-
eral Fund support would no longer be needed. Similar legislation has
been proposed in 1971, but would require $133 million annually from
the General Fund (rather than $125 million) for _30 years. Ti_le addi-
tional annual cost of this proposed legislation is primarily attributable
to three factors: (1) the loss of interest Whichuwo_uld have been _eax:n_ed ‘
oh the higher contributions from the school distriets; (2) the liability

" which the state has incurred for service eredited during the intervening
year; (these two factors require additional General Fund expenditures

of $5 million per year), and (3) the loss of interest which would have
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been earned on the econtingency reserve over a 30-year period, assuming
that the administration’s proposal to expend $72 million from the Con-
tingency Fund in the budget year is approved. This would result in an
additional General IFund expenditure of $5 million per year for 30
years for repayment of the principal with interest. Thus, the system
estimates that the proposed use of $72 million from the contmueney
reserve in the budget year will cost the General Fund approximately
~$78 million over a 30-year period (i. e., $150 million less $72 million),
if the system is to be put on a funded basis as proposed.

We believe the use of the contingency reserve for the payment of
eurrent benefits in the budget year would be fiseally inconsistent and
wrong. The taxpayer cost for such action will be more than double the
one-time savings which will be realized. On the other hand, if the
present ‘‘pay-as-you-go’’ method of finaneing is continued, we believe
that the eontingeney reserve should be only gradually liquidated as
recommended by the joint committee’s actuary report. We again point
out, however, the great rise in costs inherent in the present method of
financing the system, and emphasize that if the system is placed on a
funded basis, retention of a reserve with application of the earnings
from its investment will ease the General Fund burden. Conversely,
exhausting the reserve in one year to help balance the budget merely
defers and. compounds the latter problem.

Recommended Augmentation .

‘We recommend an augmentation of $72 million to this item provided
that legislation (similar to AB 1807 of the 1970 session) is enacted to
place the State Teachers’ Retirement System on a more nearly funded
basis, This angmentation would eliminate the need to use econtingency
reserve funds in the budget year and save $78 million in General Fund
repayment costs over the next 30 years.
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