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PROVISIONS FOR EMPLOYEE COMPENSATION 

Civil Service, Exempt, Statutory and Academic Employees 

Item 379 from the General 
Fund Item 380 from special 
funds and Item 381 from 
other funds. Budget p. 1023 

R~quested 1977'-78 .......................................................................... $150.500.000 
Total recommended augmentation .............. : ............................. $127.552.000" 
a Recommendation pending 'relative to salary increases of academic employees of the University of 

California and the California State University and Colleges. 

1977-78 FUNDING BY ITEM AND SOURCE 
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Fund 
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Colll'gC's (,Illplor('('.~. . 
Compellsation Incn'ils<..... Ch·jJ .~Ndc('. 
('x('mpt ami st'ltutorr ('mplo}"('('s. 
COlIlPC'llSulion Incr('usf'. Ci\'il s('rricC'. 
('xcmpt and statutory (,Illpioy('('s. 

SpC'cilil funds IR.9IJIJ.OOO 

OthN funds 31./IOO.!xJI) 

Total of " Budget Bill (trills rC'iati\'(' to 
Compensation Incr(,<ls('s. 

.1150.500.000 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 

1. Salary Increase. Augment Item 379 by $44,627,955 (Gen
eral Fund), Item 380 by $21,399,281 (special funds) and Item 
381 by $32,700,764 (other funds). Recommend 9.3 percent 
increase for".state civil service. exempt and statutory em
ployees. 

2. Salary Increase. Recommend control language be added 
to compensation increase Items (379:-381) prohibiting State 
Personnel Board (SPB) from granting salary increases 
which would cause any state salary to exceed prevailing 
rates. 

3. Red Circle Rates. Recommend a control section be added 
prohibiting funds appropriated by the Budget Act from be
ing used to pay an employee above the maximum of his 
salary range following his demotion from a career execu-

_ tive assignment. 
4. Compaction. Recommend $2.5 million of the funds for sal

ary increases be earmarked for reducing compaction of 
state civil service employees. 

5. Employee Benefits. Augment" Item 379 by $5,550,600 
(GenertiJ Fund), Item 380 by $I,252,8(J() (special funds) and 
Item 381 by $1,896,600 (other funds). Recommend state 
contribution ratio for employee health insurance be main
tained for state civil service and related employees and Cali-
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fornia State University and Colleges employees' and that 
comparable benefit improvements be authorized for Uni
versity of California employees, 

6, Employee Compensation" Recommend all funds available 1043 
for employee compensation increases, other than those for 
maintaining state contribution ratio for health insurance, be 

, applied to salary increases. 
7. Salary Increase. R.ecommend academic salary increases 1043 

. for the University of California.and the California State Uni
versity and Colleges be deferred until April when compara, 
tive salary data become available. 

8. Salary Increase.. Augment Item 379 by $20,124,000 (Gen-, 1046 
eral Fund). Recommend an increase for non-academic 
employees at the University of California and California 
State University and Colleges to correspond with SPB rec
ommendation. ' , 

ANALYSIS AND RECOMMENDATIONS 

Governor's Budget Misleading 

, The budget request states that $235.8 million is proposed for 1977-78 
"which will provide increases of approximately 7.5 percent for state em
ployees' compensation." This statement is misleading. Of this amount, 
$73.1 million, (which is included within budgets of the various state agen
cies) is required simply to finance provisions of existing law, as follows: 

1. $8.4 million is included in agencies' budgets for the, purpose of main
taining the state contribution ratio for employee health insurance premi
ums at an average level of 85 percent for employee coverage and 60 
percent for coverage of dependents in accordance with Section 22825.1 of 
the Government Code. Therefore, this finances current law and is not an 
increase in compensation. 

2. $22.2 million is for a one percent increase in the state contribution 
rate for retirement as required by Section 20740 of the Government Code 
to amortize the unfunded liability from benefit increases granted in prior 
years. Therefore, this finances current law and is not an increase in com
pensation. 

3. $42.5 million is for providing merit salary increases to employees who 
have not reached the maximum step of their salary ranges and are per
forming satisfactorily. Under the merit increase procedure, which ispre
scribed by Section 18852 of the Government Code and which is a basic 
component of the state pay program, an employee enters a state job class 
at the lowest step of a pay range and with satisfactory service advances 
until attaining the top step. Because the merit increase concept is imbed
ded within the present compensation policy, funds required for such in
creases cannot be considered general increases in compensation. 
Moreover, eliminating such increases would discriminate against the 40 
percent of state employees who have not yet reached the top of their 
salary ranges and who are performing in a satisfactory may; 

~,kc{~\)Y 
. \j "",C;; 



1036 / EMPLOYEE COMPENSATION Items 3797381 
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Five Percent Propos3d for All But CSUC Academic Employees 

The amount contained in the Governor's Budget: fo~ providing new 
increases in employee compensation is $162.7 inillion. As stated in the 
budget, the amount would provide for salary increases of: . 

1. Five percent for state civil service and related employees. (The 
Budget Bill, however, would provide only a one percent increase for 
statutory employees.) 

2. Five percent for both academic and nonacademic employees at the 
University of California (UC). 

3. 2.2 percent for California State University and Colleges' (CSUC) aca
demic employees and five percent for CSUC nonacademic employees. 

Allocation of the $162.7 million in this manner is indicated in Table 1. 

,Tabla 1 
Allocation of Funds Requested for Increases in Employee Compensation 

F'u/1.ding SQurce Percent 
GeJU!r.ll Special Other Totlll increase Emplo)'ee Croup 

Chil service and related .................... .. 851,900,000 825,000,000 837,900,000 8114,800,000 5% 
University of CaHfornia (VC): 

Faculty and related ...... : .................. ". 15,900,000 15,900;000 5% 
NonFaculty ................... " ...................... . 13,400,000 13,400,000 5% 
Crotal UC) ...................... , ................... .. (829,300,000) (829,300,000) 

California State University and Col-
leges (CSUC): 

Instructional and related ............ ~ .... , 8,600,000 8,600,000 2.2% 
I\oninstructional .. "",', ........................ . 10,000,000 10,000,000 5% 
'(Total CSUC) ..................................... . (818,600,000) (818,600,000) 

Total Cost .......................................... .. $99,600,000 825,000,000 837,900,000 8162,700,000 
Less continuing appropriations to De-

partment of Transportation ....... .. -6,100,000 -6,100,000 -12,200,000 
Totlil Amounts in Budget Items ...... .. $99,600,000 818,900,000 831,600,000 8150,500,000 

(Item 379) (Item 380) (Item 381) 

Administration Is to ,Meet and Confer With Employee Organizations 

There is no indication as to what proportion, if any, of the funds request
ed are to be applie,d for employee benefits. The budget states that final 
recommendations will be submitted to the Legislature subsequent to 
meet and confer proceedings with state employee organizations. 

Furthermore, it is unclear as to whether all or only a part of the $235.8 
million budget request is to be subject to the meet and confer process. We 
believe it would be inappropriate for the $22.2 million budgeted for retire
ment benefits or the $42.5 million budgeted for merit increases to be 
subject fo negotiation in a meet and confer process. Failure to increase the 
retirement contribution as required by law would jeopardize the sound
ness of the fund, and not providing merit increases when earned would 
constitute a reduction in the existing salary program. 
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Apparent Conflict With St~ted Objective 

The budget states that an objective of the employee compensation 
increase program is to maintain salary and benefit equity for state em
ployees when compared to prevailing compensation practices in other 
public employment and private industry. It is.unclear whether the meet 
and confer proceedings will impede the ability of the State Personnel 
Board (SPB) to adjust state salaries in relation to those in comparable 
nonstate employment. 

The traditional approach to adjusting state civil service salaries has been 
to close the gap by which such salaries trail prevailing salary rates in 
comparable nonstate employment. 

Spacial Consideration Givan Lower-Salaried Employess During the Last Two Yasrs 

The Legislature did not adopt the Governor's proposal to provide a flat 
$90 monthly increase for the 1975-76 fiscal year. Instead, it provided for 
a one-time bonus of $400 to be paid to civil service and related employees 
and employees of the University of California and the California State 
University and Colleges in classes having a maximum monthly salary of 
$753 or less onJuly 15,1975. The bonuses were in addition to the individual 
class-by-class adjustments as determined by the salary setting authorities. 

Last year the Legislature adopted the Governor's proposed flat salary 
increase program which provided for (1) a flat monthly increase of $70 to 
all state employees, except highway patrolmen who received $120 month
ly and (2) an additional 2.5 percent increase to certain classes for salary 
realignments. The Legislature adopted the flat increase with the Gover
nor's assurance that it would apply during the 1976-77 fiscal year only. 

In contrast with the traditional approach of adjusting state salaries in 
relation to prevailing rates on a class-by-class basis, the flat increase pro
vided proportionately larger increases to those employees who (1) are 
lower paid and (2) have smaller salary gaps. . . 

Flat Increase Caused Distortions 

As we pointed out in the 1976 Analysis, the flat increase concept is 
fundamentally unsound. Stated simply, it deliberately underpays one state 
employee in order to overpay another state employee. On July 1, 1976 
some state civil service salaries exceeded prevailing rates by almost 18 
percent at the same time that others continued trailing such rates· by as 
much as 13 percent. 

Underpaying persons in .certain classes makes.it progressively difficult 
for the state to attract and hold qualified career employees. This has 
applied particularly to leadership positions. 

Overpaying certain classes of individuals constitutes unfair competition 
to nonstate employers, especially those in small business and rural com
munities: It also results in unnecessary expenditure of public funds. 

$14 Million, to Pay Above Prevailing Ratas 

As of July 1, 1976 salaries of approximately 27 percent of the state civil 
service work forc\, exceeded thpse in comparable nonstate . employment 
as determined by the SPB. Based on information prOVided by the board, 
the 1976-77 fiscal year cost to pay these employees above prevailing rates 
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Civil Service. Exempt, Statutory and Academic Employees-Continued 

totals $12,149,806 ($6,047,265 to General Fund) as indicated in Table 2. 
In addition, University of California (UC) and California State Univer

sity and Colleges (CSUC) nonacademic salaries generally are established 
and adjusted in relation to state civil service salaries. Information provided. 
by the UC and CSUC indicates that a· total of 11 ,404 nonacademic em
ployees whose salaries are paid from the General Fund were also paid 
above prevailing rates as of July 1, 1976. The General Fund cost during the 
1976-77 fiscal year of paying these employees above prevailing rates totals 
$1,870,407. 

Continuation of Flat Increase Program? 

The administration stated last year that the flat salary increase was to 
be for one year only. However, untiHurther details are prOVided by the 
Administration as to how the 1977 compensation increase program is to be 
implemented, we are unable to determine what the actual policy will be. 

Tabla 2 
Cost of Paying State Civil Sarvice Employees 

Above Prevailing Ratas 

Emp/oJ'ee 
Category 
Food service assistant ............. . 
Cook ........................................... . 
Biologist ..................................... . 
Junior clerk ............. " ................ . 
Janitor ......................................... . 
Intermediate clerk ................... . 
Key punch operator ... " .......... . 
Duplicating machine operator 
Chemist ........................ " .. " ....... . 

Totals ....................................... , 

Personne/
Years 

1,039 
620 
948 

2,331 
2,305 

22,134 
1,927 

372 
259 

31,935 

Percent A I'erage 
Salan' Exceeded 
Pre,wling Rlltes 
On fu/), I, 1976 

17.8% 
14.1 
5.7 
4.4 
2.7 
2.5 
2.1 

.7 

.3 

'" Includes 17 percent for salary related benefits. 

Cost of Exceeding 
Prel'wling Rates~ 

General Fund - All Funds 
81,897,087 81,936,535 

1,134,473 1,222,278 
263,046 1,141,309 
344,234 176,525 
1SO,161 626,290 

2.047;1.47 6,008,986 
168,370 390,329 

8,152 . 31,500 
. 4,495 16,054 

86,047,265 812,149,806 

CIVIL SERVICE AND RELATED EMPLOYEES' SALARIES 

As stated previously, the Governor's Budget 'requests $162.7 million for 
compensation increases to all categories of state. employees .. It indicates 
that the funds will be apportioned in a manner which will equate to a five 
percent salary increase for civil service and related employees, except for 
statutory employees who will receive only a one percent increase. 

The budget states that final recommendations are to be submitted to the 
Legislature subsequent to meet' and confer proceedings with employee 
organizations. It is unclear as to what proportion of the funds is to be 
applied to employee benefits rather than salaries or how salary increases 
among job classes are to be implemented (e.g., by the SPB based on 
prevailing rates or in accordance with agreements reached by the Admin
istration in its meet and confer proceedings with employee groups). 
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Statutory Salaries Have Lost Ground 

Table 3 shows the average salary increases received by state civil service 
employees and by statutory employees since the 1966-67 fiscal year. It is 
emphasized that not all civil service employees received these percentage 
adjustments, because they are made individually on a class-bY-ciass basis. 

The table shows that the cumulative effect of salary increases from 
1966-67 through 1977-78 (assuming increases of5 percent and one percent 
are granted to civil service and statutory employees respectively in 1977-
78) is (1) an almost doubling of the average civil service salary (a 99.4 
percent increase) and (2) an increase of only half that amount (49.4 
percent) for sta~utory employees. . 

Tabla 3 " 

Comparison of Civil Sa'rvice Salary Increases With 
Those of Statutory Employees 

1966-67 through 1977-78 

_ _ . Pf?~~T!f l'l-'~!.~_~_ 
For CivJ1.~~?~ Emp}!!)'et!~_ 

Fisc~1 (Increase in (AI'erage Increase 
Year Total Payroll) per Employee) 

1966-67 .................................... 5.5% 4.5% 
1961-68.................................... 4.9 5.1 
1968-69 .................................. ,. 5.3 5.7 
1969-70 .......................... :......... 5.6 5.6 
1970-71 ....................... ,............ 5.0 5.2 
IfJil-72 ................................... . 
IfJi2-73 .............................. , .... . 
IfJi3-74 ........ : .......................... . 
IfJi4-75 ................................... . 
lfJi5-76 .......................... , ........ . 
lfJi6-77 ................................... . 

8,3 
12.9 
5.3 
7.1" 
6.6 

8.95 
11.7 
5.0 
6.711. 

b 

·-For Statutory-Employees 
(Average Increase 
per'Employee) 

5.0 
11.5 

5.0 
125 
5.0 

1.9 
Im-78 ............................. , ..... . 5.0 (proposed) 5.0 (proposed) 1.0 (proposed) 
·(Amount average 1977-78 

salary would exceed 
1_ salary) .............. (99.4%) (49.4) 

II Does not include one· time bonus of $400 paid to employees in classes having a maximum salary of $753' 
or Jess on July 15. 1975. . . 

b !':ot calculated by SPB because of flat salary, increase. 

- State Personnel Board Projects 9.3 Percent Salary Gap. 

We recommend that the budget be increased to (1) provide a 9.3 per
cent average salary increase for state civil service and related employees 
to close the gap in state salaries as reported aIld recommended by the SPB, 
and (2) provide a corresponding increase for statutory employees. (Aug
ment Item 379 $44,627,955 (General Fund), Item 380 $21,399,281 (special 
funds) and Item 381 $32,700,764 (other funds)). 

The SPB in its January 7, 1977 report states that a 9.3 percent average 
salary increase for state civil service employees will be required to close 
the gap projected as ofJuly 1, 1977 between state civil service salaries and 
salaries in comparable nonstate employment. Because we believe it is 
sound public policy to pay state employees in line with prevailing xates 
and because sufficient funds are expected to be available for this purpose, 
we suggest that the budget be increased in order t.o close the gap in state 
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Civil Service. Exempt, Statutory and Academic Employees-Continued 

salaries entirely as of July 1, 1977. , 
As a result of smaller and less frequent increases, statutory salaries have 

lost a considerable amount of purchasing power in relation to civil service 
salaries, as we indicate in Table 3. In order to prevent statutory salaries 
from falling even further behind, we propose that they also be increased 
by 9.3 percent. 

State Salarias Should Not Exceed Prevailing Rates 

We recommend that control language be added to the compensation 
increase items (379-381) to prohibit the SPB froni granting salary in
creases in a manner which would cause the salary of any state civil service 
classification to exceed prevailing rates effective July 1, 1977, as projected 
by the board, pursuant to its spring 1977 salary survey, 

In accordance with the recommendation in our March 8, 1976 Supple
mental Analysis Items 95-99, State Civil Service Salaries, language was 
added to the salary increase items in the 1976 Budget Act prohibiting the 
SPB from granting salary increases which would cause the salary of any 
state civil service class to exceed prevailing rates effective July 1, 1976. This 
provision was negated, however, by Chapter 341, Statutes of 1976, the 
annual Total Equivalent Compensation (TEC) measure which superced
ed the salary increase provisions in the Budget Act by providing for the 
flat salary increase which we discuss above, 

The Legislature adopted the flat increase last year with the understand
ing that it apply during the 1976-77 fiscal year only, However, as we 
pointed out in the 1976-77 Analysis, the effects of the increase will contin
ue into future years unless corrective action is taken because, as a practical 
matter, it seems unlikely that future salary increases will be withheld from 
the lower-salaried classes which continue to exceed prevailing salary rates, 

In our judgement, the traditional approach of adjusting state salaries in 
relation to prevailing rates class-by-class on a catch-up basis, while in no 
case exceeding such rates, is both equitable and fiscally sound and, there
fore, should be reinstated, 

In the two prior fiscal years the Legislature gave special consideration 
to lower-paid employees by permitting them to be paid above prevailing 
rates so as to help reduce the effects of the high rate of inflation. If it is 
the intention of the Legislature to restore the prevailing rate principle in 
adjusting state salaries, specific action should be taken to prevent state 
employees being paid above prevailing rates in future years, For this 
reason, we suggest that the Legislature add control language to the 
Budget Act again this year specifically prohibiting salary increases which 
would cause state civil service salaries to exceed prevailing rates. 

Red Circle Ratas Should Not be Paid to Employees Terminated From Career Execu
tive Assignments 

We recommend that a control section be added prohibiting funds ap
propriated by the Budget Act from being used to pay an employee above 
the maximum of his present salary range following his demotion from a 
career executive assigl1ment. . 

The Government Code (Sections 18546-7) authorizes the "career ex-
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ecutive assignment" (CEA) program, which permits the appointing pow
er to promote state employees having permanent civil service status into 
"high administrative and policy influencing positions" in accordance with 
SPB procedures. An employee receiving such an assignment retains his 
permanent civil service status and his assignment may be terminated by 
the appointing power upon 30 days· notice. It is our understanding that 
over 500 CEA positions presently exist within state service. 

Government Code Section 18860 provides for "red circle rates". Under 
that provision, the SPB may authorize an employee having a minimurn' of 
ten years state service to be paid above the maximum step in his job class 

· pursuant to being demoted as a r~sult of reductions in force or "other 
management initiated changes." 

The SPB in aJune 7, 1976 memorandum announced its adoption of a rule 
requiring that an employee terminated from a CEA who has at least ten 
years state service to receive a red circle rate unless the termination was 
voluntary or based on unsatisfactory performance. 

The CEA is intended as a special temporary appointment, which the 
employee accepts at his own risk with the understanding that he may be 
removed upon short notice at the discretion of the appointing power. For 

· this reason, we believe it inappropriate to pay an employee above the 
maximum step of a class he occupies pursuant to termination of a career 
executive assignment. 

~alalY <;:ompaction 

. We recomm~nd that $2.5 million of the funds provided for salary in
creases be earmarked for reducing salary compaction of state civil service 
employees. 

The SPB has pointed out that salary compaction isa serious problem. We 
have discussed this problem in detail in prior analyses and the Legislature 
has taken action. to alleviate it. The SPB states that it has no formal plan 
for solving this and that "long-term relief. for the State of California's 
compacted executive salary structure must be ultimately accomplished 
through the combined efforts of the Governor, Legislature, Department 
of Finance and State Personnel Board." . 

According to the SPB, a significant portion of existing compaction could 
be eliminated at a cost of approximately $2.5 million .. We therefore suggest 
that this amount be reserved for that purpose. This can be funded from 

· savings resulting from not increasing state salaries above prevailing rates, 
in accordance with our prior recommendation. This action would have the 
effect of reforming the salary structure in two areas. 

EMPLOYEE BENEFITS 

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

lump Sum Budgeted 

The budget requests $162.7 million for providing new compensation 
increases for state employees. It does not indicate what, if any, portion of 
this amount would be applied to employee benefits. 

State -Heal,th Contribution Ratio Should be Maintained. 

We. recommend that the state s contrib'ution ratio for employee health 
insurance be mainlained for state civil service and related employees and 
CSUC employees and that comparable benefit improvements be author
ized for University of California employees. (Increase Item 379 $5,550,600 
(General Fund) .. Item 380, $1,252,800 (special funds) .. and Item 381 $1,896,-
600 (other funds)}. . 

The state presently pays a portion of employee health insurance premi
ums. Because the cost of the premiums continues to rise, the state's per
centage of the contribution would diminish, unless adjusted upward 
periodically. In order tq provide for such adjustments, Section 22825.1 of 
the Government Code requires the SPB to recommend the funding re
quired in order for the state contribution level to be maintained at an 
average of 85 percent for coverage of employees and 60 percent for cover
age of dependents. 

In compliance, the SPB reported that health insurance premiums are 
expected to increase effective August I, 1977 by about 20 percent and that 
$10.1 million from all funds would be required to maintain the state's 
percentage for civil service employees and their dependents. 

We believe that funding of this provision should be given highest prior
ity of funds available for employee benefits because it represents legisla
tive intent as specified in Section 22825.1 and prevents a reduction in 
employee take home pay. 

The funding required to implement our recommendation cannot be 
determined accurately.at this time because new premiums will not be 
adopted until April 1977. Our estimate of $8.7 million was developed from 
(1) the original State Personnel Board estimate, using the same propor
tional relationships found in the salary increase items and (2) reduced by 
the $6.9 million which we understand is contained in the Governor's 
.Budget for this purpose, (According to the budget document, $8A million 
is included within the ~arious agency budgets for maintaining the state 
health contibution ratio. We are advised by the Department of Finance, 
however, that of this amount, $1.5 million is for annuitants, leaving a 
bahmce of $6.9 million. budgeted for active state employees.) 

Total Equivalent Compensation (TEe) Lag Reported by the State Personnal Board 

Technically, the TEC lag is the added state cost which would resultto 
provide benefits to state employees commensurate with benefits provided 
in comparable nonstate employment. . 

The SPB in its January 7, 1977 annual report estimates that a fund of 
$16,500,000 would be required to overcOme the 'projected TEC lag as of 
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July 1; 1977. This .represents the equivalent of a .7 percent increase in 
salaries. 

Maintaining the state. health contribution ratio, as we recommend 
above, would virtually eliminate the TEC lag by reducing it to the equiva
lent of a .28 percent lag in salaries. 

Salary Gaps of Soma Employees Should Not be Used for Providing Fringe Benefits 
to Other Employees. ' 

We recommend that all funds provided for employee compensation 
increases, other than those required for maintaining the state health insur
ance contribution ratio be applied to salary increases. 

As we state above, as a result oflast year's salary increase program, some 
civil service salaries exceeded prevailing rates by almost 18 percerit as ()f 
July 1976'While others trailed such rates by as much as 13 percent at that 
time .. 

Because the calculated TEC lag indicates that state employee benefits 
are generally in line with prevailing rates, and because. of the distortions 
created as a result of the Governor's flat increase program, we. believe 
great emphasis should be placed in adjusting state salaries .80 as to realign 
them with prevailing rates. 

If it is the intention of the Legislature to apply the prevailing rate 
principle in the 1977 employee compensation program, we suggest that all 
funds available foi' employee compensation, other than those required for 
maintaining the state health insurance contribution ratio, be applied to 
providing salary increases. 

POSTSECONDARY EDUCATION SALARIES (Item 3791 

Academic Salaries 

We recommend that a decision on 1977-78 salary increases for the Uni
versity of California (UC) and the California State University and Colleges 
(CSUC) be deferred.until the California Postsecondary Education Com
mission (CPEC) publishes its final projections in April shoWing the aca
demic salary increases necessary for UC and CSUC to achieve parity with 
their comparison institutions. 

Senate Concurrent Resolution No. 51 of the 1965 General Session direct
ed the Coordinating Council for Higher Education (the California Post
secondary Education Commission since April 1, 1974) to submit annually 
to the Governor and the Legislature a faculty salary and fringe benefit 
report. The report compares California salaries to a selected group of 
national institutions. A preliminary report is prepared in December for 
use in formulating the Governor's Budget and a second report, corrected 

t for actual current year salaries at comparison institutions, is published in 
April. In addition, these computations by the CPEC include a Consumer 
Price Index adjustment for California institutions. 

The preliminary report issued in December indicates that total com
pensation for faculty at UC must be increased by 5.2 percent in order for 
the University to maintain salary parity with its. comparison institutions. 
The required increase for CSUC is reported at 2.2 percent as shown in 
Table 4. 
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Table 4 
CPEC Preliminary Salary Data 

Tot,,/ 
Segment Compens:.lhon 
UC ........ ,............................................................................................................. 5.2% 
CSUC.................................................................................................................. 2.2 

S,,/ary . 
6.8% 
5.3 

Benefits 

. -2.6% 
-13.0 

The Governor's Budget for 1977-78 provides funds sufficient to,cover a 
5.percent increase for UC faculty ($15,900,000) and a 2.2 percent increase 
for CSUC faculty ($8,600,000). 

Unprecedented Action 

It should be noted that the salary budgeted for UC and CSUC is equiva
lent to the total compensation 'figures shown above, not the salary com
pensation figures. This is unprecedented. There does not appear to be a 
rational explanation for such action. It has always been the policy of the 

. state to separately budget salary and fringe benefits, .not to offset them. 
In addition, this was not the method. utilized in determining civil service 
salary increases. If the CPEC salary figures were utilized, the differences 
(in millions) to the budget would be: 

cP/tx: Con'mor~' Bud}(ef 
Pt'rc{'nl .4111011111'- Percent AmOlll1t a 

UC ................................................................ 6.8% 821.7 5.2% 815.9 
CSUC............................................................ . 5.3 20.1 2.2 8.6 
a In millions. 

Difference 
Percellt Amollllt U 

1.6% 85.8 
3.1 11.5 

Comparison institutions for the University of' California reported by 
CPEC are: 

Cornell University 
Harvard University 
Stanford University 
State University of New York at Buffalo 
University of Illinois 
University of Michigan 
University of Wisconsin at Madison 
Yale University . 

Comparison institutionsJor the California State University and Colleges 
reported by CPEC are: 

EAST . 
State University of New York at Albany 
State University of New York at Buffalo 
Syracuse University . If, 

Virginia Polytechnic Institute and State University 
WEST 

University of Southern California 
University of Hawaii 
University of Nevada 
University of Oregon 
Portland State University 
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OTHER 
University of Colorado 
Illinois State University 
Northern Illinois University 
Southern Illinois University 
Indiana State University 

. Iowa State University 
Wayne State University 
Western Michigan University 
Bowling Green State University 
Miami University (Ohio) 
University of Wisconsin at Milwaukee . 

Tables 5 and 6 indicate the estimated UC and CSUC academic salary 
relationships with those of the comparison institutions in 1976-77. 

Tabla 5 
Estimated UC and Comparison Institutions Average Salaries (9 Month) 

(197So-77) 

Professor ................................. . 
Associate Professor .. " ........... . 
Assistant Professor ............... . 
Instructor ' ............................... . 

Compan"son 
Croup 
$29,008 

19,699 
15,472 
12,307 

Unil'ersi(J' of 
Califomia 

$28,178 
19,531 
16,267 
12,300 

Tabla 6 

Amount 
-$830 
-168 
+795 

7 

Difference . " ---. -·----Percenl 
-2.9% 

.8 
5.1 

Estimated CSUC and Comparison Institutions Average Salarie. 
(197So-77) 

Professor ..................................... . 
Associate Professor ................... . 
Assistant Professor ................... . 
Instructor ................................... . 

Comparison 
Croup 
$25,028 
. 19,069 

15,43$ 
12,173 

Califomia Stote 
Unil'ersit)' 

;md Col/eges 
$25,008 

19,101 
15,793 
13,621 

Difference 
Xmount--'--Peirent 

-$20 -% 
-32 

+355 2.3 
+1,448 U.8 

While this situation occurs with the selected comparison institutions, the 
average salary levels paid to professors in California public institutions of 
higher education compares favorably with average public institution sala
ries nationally in 1976-77 as shown in Tables 7 and 8. 

Tabla 7 
Comprehensive Public Universities" Average Salaries 

1975o-77 

Arkansas ." ................ ,.,", .. , ................. " ...... : .. 
Californi~ ........... " .... " .... , .............. " ...... , ........ . 
Connecticut .... " .... " ........................... , ......... . 
Florida ............ " ................... " ... " ............ " ..... . 
Georgia ................................................ , ........ . 
Hawaii ................... : ...... , ................ , ..... ' .......... . 
Idaho ............................................................. . 

Professor 
821,680 

27,000 
27,220 

28,000 
28,010 

. 21,690 

Associate 
Professor 

S17,820 
19,000 
19,370 

22,000 
20,260 
16,680 

Assistant 
Professor 

114,420 
15,000 
15,050 

17,000 
16,640 
14,420 

Instructor. All RlInks 
SU,250 $17,950 

U,OOO 22,000(3) 
12,480 20,510 

22,600(1 ) 
12,000 20,000 
13,[70 21,910(4) 
12,070 .. 18,UO 

I 
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Civil Service. Exempt. Statutory and Academic Employees-Continued 

Iowa ................................................................ 28,250 21,100' 17,260 12,810 
Kansas .•.......................................................... 24,000 18,300 15,000 11,600 
~laryland ........................................................ 28,290 20,540 15,830 12,660 
Minnesota ................................... "................. 26,030 18,960 ' 115,350 12,720 
Mississippi ...................................................... 20,070 16,970 13,860 10,650 
Nebraska ........................................................ 23,700 18,900 15,800 11,500 
New York ...................................................... 29,400 20,990 15,730 12,020 
North Carolina.............................................. 24,690 18,410 14,970 11,850 
Oklahoma ...................................................... 23,380 18,410 14,940 12,220 
Rhode Island ................................................ 25,270 18,960 15,580 12,460 
Tennessee'..................................................... 23,380 18,850 15,210 11,310 . 
Texas .............................................................. 22,690 17,990 14,950 11,610 
Utah ..•............................................................. 23,770 18,660 15,830 12,590 
Virginia .......... ~ .............................................. . 
\Vashington ................................................... . 
Wisconsin ..................................................... . 

24,290 
25,000 

17,940 
18,000 

14,970 
16,000 

II Major universities with a range of doctoral programs and professional schools. 

Table 8 
Public Collages'a Average Salarias 

1976-77 

Assistlwt 

12,170 
13,000 

Professor 
$17,250 
24,000 
21,600 
18,000 
25,560 
19,120 
18,300 
22,640 
19,960 
23,560 
19,350 
19,350 

'22,910 
20,140 

Associute 
Professor 

$15,020 
18,000 
18,040 
15,000 
19,010 
15,730 
15,600 

Professor Instructor 
Arkansas ....................................................... . 
Califomia ...................................................... .. 
Connecticut ................................................. . 
Georgia ......................................................... . 
Ha\\'aii ."., .... " ..... ", .... " ..... , ... ,." .... ,." .... , ........ :. 
Idaho ............................................................. . 
Kansas ...... , ........... , ........................................ . 
~faryland ....................................................... . 
~ebraska ....................................................... . 
~ew York .................................................... .. 
:\'orth Carolina ............................................. . 
Oklahoma ........................... : ........................ .. 
Rhode Island ............................................... . 
Utah ............................................................... . 
Virginia ......................................................... . 

. 16,680 
15,960 
18,520 
16,130 
17,020 
17,B/iO 
16,560 

$12,690 
15,000 
15,010 
13,000 
15,660 
13,920 
14,000 
15,440 
13,930 
14,870 
13,710 
14,930 
14,660 
14,180 

110,850 
13,000 
13,250 
11,000 
13,830 
11,510 
11,800 
12,410 
11,530 
12,010 
11,380 
11,810 
11,690 
11,720 

Washington.................................................... 20,970 17,020 14,740 12,120 
Wisconsin -............................................... "..... 22,000 1.8,000 15,000 13,000 
,. Four yea~ institutions that have no doctoral programs or professional schools. 

Source: ~ational Association of State Budget Officers. 

21,610(5) 

19,330 
20,060 
16,310 
18,700 
22,180(2) 
19,040 
15,060 
19,320 
18,300 
15;620 
18,900 
19,700 • 
19,660 
21,000 

All Bunks .. 
$13,870 
19,000(2) 
16,560 
14,000 
19,100(1) 
14,960 

16,640 
15,100 
18,190(3) 
15,020 
14,670 
16,920 
15,540 

·15,400 
17,710(4) 
17,000(5) 

Actual salary tables for 1976-77 will be available during the budget 
hearings. We believe consideration of academic salary increases should be 
deferred until all the facts have been reported by ePEe. 
Nonacademic Salaries 

We recommend approval of a 9.3 percent salary increase for the Univer
sity of California (UC) and California State University and Colleges 
(CSUC) nonacademic employees (Augment Item 379 by $20,124,000 
(General Fund)). 

The Governor's Budget would provide a five percent increase for ue 
and esue nonacademic employees at a cost of $23,400,000. 

Our recommendation is based on the policy that ue and esue nonaca-
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demic employees should be treated equitably in relation to other state 
employees. To provide nonacademic salary increases commensurate with 
thos.e recommended for state civil service employe,es would require an 
additional General Fund cost of $20,124,000. 

Judges' Salaries Frozen 

Judicial salaries formerly were, by law, adjusted annually as of Septem
ber 1, based on the increase in the California Consumer Price Index 
(CCPI) of the prior calendar year. 

Chapter 1183, Statutes of 1976 (AB 3844) eliminates the CCPI adjust
ment factor for 1977 and freezes judicial salaries on January 1, 1977 for a 
period of 18 months. Consequently, no funds are proposed in 1977-78 for 
this item. Beginning July 1, 1978 and each July 1 thereafter, the new law 
restores the annual' CCPI adjustment for judicial salaries, but limits it to 
a maximum of five percent. 

RESERVE FOR CONTlNGENClES-.EMERGENCY FUND 

Item 382 from the General 
Fund Budget p. 1027 

Requested 1977-78 ............................................•............................. 
Appropriated by the 1976-77 Budget Act ............................... . 

ANALYSIS AND RECOMMENDATIONS 

We recommend approval. 

$1,500,000 
1,500,000 

This item appropriates $1,500,000 for expenditure from the Emergency 
Fund. The Emergency Fund provides a source from which the Depart
ment of Finance can allocate funds to state agencies for expenses resulting 
from unforeseen contingencies not covered by specific appropriations. 

Also, this item appropriates an additional $1,500,000 to provide for tem
porary loans to state agencies whose operations would be curtailed be
cause of delayed receipt of reimbursements or revenue. These loans are 
returned or accrued for return by the end of the fiscal year in which they 
are made. . 

The Emergency Fund request of $1,500,000 isa token amount which has 
been substantially less than the actual deficiencies realized in every year 
since 1959-60. To meet the actual requirements, a deficiency appropria
tion has been necessary toward the end of each fiscal year. 

Table 1 details the amounts budgeted and. allocated along with the 
deficiency appropriations since 1970-7l. 

Tabla 1 
Emergency Fund, Appropriations and Alioeations 

. 1970-71 to 1977-78 

Fiscal F{'<lT Appropri;lted 
1970-71 .......................................................... 1,000,000 
1971-72 .......................................................... 1,000.000 

AI locI/ted 
to lI[({'neil's 

4,919,594 
4,993,871 

DeficieIJc.' . 
lIpprOpriiltio/J 

·4,375,000 
4,918,009 


